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INTRODUCTION 

This report contains abstracts of GAO reports with recommendations open as of October 1, 
1981. In addition to summarizing the reports, the abstracts present the affected agency’s com- 
ments and actions since the report was issued, the particular appropriations affected by the re- 
port and, where applicable, issues of special concern which the Appropriations Committees 
should act on or consider. 

In addition to a Table of Contents, this report contains two reference indexes. The Budget 
Function Index lists the titles of reports under function categories by which Federal funds are 
appropriated and identified in the Federal Budget. Under each heading in the 
Agency/Organization Index are the titles of reports which deal with that particular department, 
agency, bureau, or organization. Both indexes also include page numbers where the reader 
may find summaries of the reports. 

Your comments and suggestions on how we may better serve your needs would be greatly ap- 
preciated and can be directed to: 

GAO Document Services Section, OISS 
GAO Building Room 4131 
441 G St., N.W. 
Washington, DC 20548 

Telephone (202) 2755042 

Further information about GAO reports, such as a special listing or bibliography from the GAO 
Documents Data Base, can be obtained from: 

U.S. General Accounting Office 
Information Handling and 
Support Facility 
P.O. Box 8015 
Gaithersburg, MD 20877 

Telephone (202) 275-8241 
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AGENCY-WIDEMATTERSAFFECTLNGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Federal Agencies Should Be Given M&year Coniracting Ar&orily for Supplies and Services 
(PSAD-78-54, l-l U-78) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authorfty: Federal property and Adminktrative Services Act (40 US.C. 481). Adequacy of Appropriations Act 
(41 USC. 11). Antideficiency Act (31 USC. 665). (P-L 90-378; 10 USC. 2306(g)). Small Business Act 15 U.C. 631(a). 
10 USC. 712a. 20 Comp. Gen. 437.33 Comp. Gen. 57. 33 Comp. Gen. 90.42 Comp. Gen. 272.43 Comp. Gen. 657. S. 
2309 (94th Cong.). S. 3005 (94th Cong.) S. 1264 (95th Gong.). S. 1491 (95th Cong.). 

Federal agencies operating under annual appropriations 
generally are prohibited from entering into contracts for 
needs occurring beyond the year for which the appropria- 
tion is made. Multiyear contracts entitle the Government to 
purchase services or supplies from contractors for more 
than 1 year. The Commission on Government procurement 
has recommended that Congress enact legislation to per- 
mit multiyear contracting of supplies and services using an- 
nual or multiyear appropriations. 
Findings/Conclusions: Federal agencies with either funding 
or statutory authority for multiyear procurement benefit 
from reduced contract prices and other advantages. Annu- 
al savings of $3 million resulting from multiyear procure- 
ment were identified on 26 contracts having an annual cost 
of $14 million. The benefits of muitiyear procurement in- 
clude: contract prices may be reduced for agency service 
and supply needs, Federal agencies’ adrniiative costs 
can be reduced, the quality of performance and service 
could increase, and competition could increase for the ini- 
tial award of a Government contract Generally, the advan- 
tages of multiyear procurement outweigh the diiadvan- 
tages. 
Recommendations: Congress should enact legislation au- 
thorizing multiyear procurement for Federal agencies and 
provide for the Office of Federal Procurement Policy to 

develop appropriate criteria for use of the procurement 
method, require responsible agency officials to determine 
when the criteria are mef and provide for the payment of 
cancektion costs. 

Agency Comments/Action 

The agencies commented that the advantages of multiyear 
procurement outweigh the disadvantages and that it would 
be an advantageous procurement method. They con- 
curred with the recommendations regarding the need for 
mull&ear contracting authority and the development of cri- 
teria for its use. No significant events have happened since 
the report was issued. 

Appropriations 

procurement - AU Federal agencies 

Appropriations Committee Issues 

GAO believes Congress should enact legislation authorizing 
genera! multiyear contracting authority for Federal agencies 
and provide for the Office of Federal Procurement Policy to 
develop appropriate criteria to guide the agencies in its use. 



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

Need for Overall Policy and Coordinated Management of Federal Retirement Systems (Volumes I & II) 
(FPCD- 78-49, l-29- 78) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: Employee Retirement Income Security Act of 1974. Career Compensation Act of 1941. Contingency 
Option Act, 1953. Dual Compensation Act, 1964. Civil Service Reform Act of 1978. Foreign Service Act of 1946. Civil Serv- 
ice Retirement Act of 1942. Agricultural Credits Act of 1923. Home Loan Bank Act of 1932. Social Security Amendments 
of 1956. Social Security Amendments of 1967. Social Security Amendments of 1977. Social Security Act P.L. 95-256. P.L. 
95472. P.L. 95-179. P.L. 95-366. S.R. 244, 95th Cong. B-184705 (1975). 5 U.S.C. 8344(a). 5 U.S.C. 2105. 

At the request of three House committee/subcommittee 
chairmen, GAO studied the desirability of establishing a 
mechanism to provide coordinated management of all re- 
tirement systems for Federal personnel in the executive, 
legislative, and judicial branches. 
Findings/Conclusions: Federal retirement programs have 
not received the management attention they deserve. The 
lack of overall Federal retirement policies has resulted in a 
patchwork of systems providing different benefits to various 
groups of employees. Based on this review, GAO believes a 
centralized focus on retirement matters would help assure 
that the system develop on a consistent and financially 
sound basis. No need was found for each retirement system 
to have its own independent administrator and separate 
congressional committee responsible for its oversight and 
legislative changes. GAO does not agree that preferential or 
special treatment being afforded many Federal personnel is 
justified or should be continued. In addition to the differ- 
ences in benefit provisions, there are significant differences 
in the methods by which the systems are costed and fund- 
ed. If all Federal employees are to be covered by consistent 
retirement provisions, a decision must be made on whether 
social security should be part of their retirement plan. The 
future development of the Government’s retirement sys- 
tems should be guided by principles and objectives embo- 
died in an overall, coherent, Federal retirement policy. 
Recommendations: The appropriate committees of 
Congress should hold hearings to evaluate in depth the is- 
sues raised in this report and to set in motion actions 
necessary to establish an overall Federal retirement policy 
and a mechanism for coordinating the management of 
Federal retirement systems. The necessary action would in- 
clude: (1) establishment of Federal Retirement Policy which 
outlines the principles, objectives and standards to be fol- 
lowed in providing retirement benefits to military and civil- 
ian personnel; (2) a review of existing systems to determine 
the extent to which they need changes to conform to set es- 
tablished policy, including consolidation of systems wherev- 
er practical; (3) adoption of actuarial evaluation methods 

and funding provisions that reflect the full cost of accruing 
retirement benefits; (4) development of eligibility criteria for 
participation in a Federal retirement system; and (5) cen- 
tralization of committee jurisdiction over retirement matters 
to better assure consistent application of policy. GAO be- 
lieves the establishment of a permanent independent board 
with authority and responsibility for monitoring the develop- 
ment, improvement, and administration of Federal retire- 
ment systems is necessary. 

Agency Comments/Action 

Agencies responsible for administering the retirement sys- 
tems agreed that an overall Federal retirement policy was 
needed, but agreed that separate systems should be contin- 
ued. Early in the 96th Congress, the Chairman of the House 
Subcommittee on Compensation a!d Employee Benefits 
introduced a resolution calling for centralizing of committee 
jurisdiction over Federal pension plans. The Subcommittee 
plans to hold hearings next year on the issues raised in the 
report. Also, the report served to influence Congress in 
funding the President’s Commission on Pension Policy. The 
Commission is making extensive use of the report in 
developing a national pension policy. GAO expects that 
Congress will take a significant step toward conforming mil- 
itary and civil service benefit calculations. The 1981 De- 
fense authorization bill provided that military annuities be 
based on a high-three rather than final pay as is its current 
practice. 

Appropriations 

Personnel salaries and expenses - Government-wide 

Appropriations Committee Issues 

Inconsistent and inadequate costing and funding methods 
used for most Federal retirement programs should be cor- 
rected It is imperative that the full costs of Federal retire- 
ment be recognized and funded on a consistent basis. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

The Federal Government Should but Doesn’t Know the Cost of Administering Its Assistance Programs 
(GGD-77-87, 2-14-78) 

Budget Function: General Government: Executive Direction and Management (0802) 

Federal programs of assistance to State and local govem- 
merits have grown in number during the past two decades, 
and costs have increased from an estimated $6.7 billion in 
fiscal year 1959 to an estimated $70 billion in 1977. Be- 
cause of the growth and complexity of Federal assistance, 
legislative and executive officials have expressed a need for 
a better understanding of the program administration. 
Findings/Conclusions: The Federal Government lacks a 
systematic method of determining what it costs to adminis- 
ter its numerous domestic assistance programs. Attempts 
to analyze and compare the efficiency of the various admin- 
istrative methods used have had limited success, largely be- 
cause of the lack of systems for reporting information on 
financial and staff resources used in administering indiidu- 
al programs. The percentage of available funds spent for 
administration under 72 programs studied ranged from 0.3 
to 28.5 percent. Use of dollar and staff resources varied 
considerably for programs of similar size, distribution 
method, administrative network, service provided, and even 
withii the same program from State to State. These vari- 
ances reflect differences in methods and efficiency of pro- 
gram administration and demonstrate the need for sys- 
tematic information collection and analysis. This informa- 
tion could be used to identify programs in which the follow- 
ing administrative improvements could be made: consoli- 
dation of small, inefficient programs; reduction of the 
number of levels involved in administering some programs; 
elimination of inefficient practices; and application of pro- 
ven practices to new and existing programs. 
Recommendations: The Director, Office of Management 
and Budget (OMB), in cooperation with Federal, State, and 
local agencies administering assistance programs, should 
take the leadership role in an effort to implement a Govem- 
ment-wide approach for accumulating, analyzing, and 
disseminating data on the financial and staff resources used 
in administering Federal assistance programs. 

Agency Comments/Action 

dMB agreed with the conclusion that better data are need- 
ed on the costs of administering Federal domestic assist- 
ance programs. GAO agreed to work with OMB through the 
Joint Financial Management Improvement Program 
(JFMIP). A JFMIP official advised that plans to do a pilot 
test have been approved but a starting date has not been 
selected. At the request of the Chairman, Subcommittee on 
Intergovernmental Relations and Human Resources, House 
Committee on Government Operations, a limited follow-up 
study was done on the Federal Government’s efforts to 
determine the costs for administering its numerous domes- 
tic assistance programs. Federal agencies generally are not 
gathering information on financial and staff resources used 
in administering domestic assistance programs. As a result, 
the cost of various delivery methods is not known, and their 
efficiency is difficult to determine. 

Appropriations 

Various agencies 

Appropriations Committee Issues 

Information on the costs of administering Federal pro- 
grams is needed to determine the efficiency of their admin- 
istration and to find less costly ways to provide assistance. 
Administrative cost information would also strengthen 
“sunset” reviews by Congress. S. 807 (97th Congress), the 
Federal Assistance Improvement Act of 1981 approved by 
the Senate Committee on Governmental Affairs, would im- 
plement the GAO recommendation. 
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AGENCY-WiDEMATTERSAl=FECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Adminishiive Law Process: Better Management is Needed 
(FPCD-7825, 5-15-78) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: (PL 95-251; 92 Stat 183). (P.L. 95-164; 91 Stat. 1290; 91 Stat. 1314). Administrative Procedure Act 
of 1946 (5 USC. 3105). Regulatory Procedures Reform Act; S. 2490 (95th Cong.). Social Security Act Classification Act 
of 1923. Executive Order 11222. Executive Order 10393. H.R. 14688 (91st Cong.). 

More than 1,008 Admiiistrative Law Judges (AU’s) serve in 
28 Federal agencies as quasi-judicial officers presiding at 
formal administrative hearings to resolve disputes. The 
Federal executive departments and agencies employ more 
than twice as many ALJ’s as there are active judges in Fed- 
eral trial courts, collectively process a larger case load, and 
affect the rights of more citizens than the U.S. courts. The 
Adminktrative Procedure Act sought to insure the ALJ’s 
judicial capability and objectivity by precluding agencies 
from evaluating their performance and by assigning 
responsibility for determining their qualifications, compen- 
sation, and tenure to the Office of Personnel Management 
Findings/Conclusions: Although the judicative process was 
established to resolve conflicts promptly and fairly, timely 
decisions are not being made because the process is bur- 
dened with extensive agency review of Aw’s decisions and, 
in many instances, overformaliition. These factors also in- 
creased costs and raised questions concerning the impar- 
tiality of agency decisions and the need for a highly formal- 
ized mechanism to resolve relatively simple disputes. The 
Administrative Procedure Act is not specific regarding 
responsibility for ALJ’s personnel management functions; 
as a result little is done to monitor ALJ’s performance. 
Agencies are reluctant to attempt to manage AU’s for fear 
it will be interpreted as an infringement on AU’s independ- 
ence. Similarly, the Office of Personnel Management has 
been reluctant to become actively involved in AUs person- 
nel management. The results have been costly delays in the 
admiiative judicatory process and less than desirable 
performance by an undetermined number of ALYs. 
Recommendations: Congress should amend the Adminis- 
trative Procedure Act to: assign responsibility for periodic 

evaluation of AU’s performance to a specific organization; 
clarify the extent to which the Office of Personnel Manage- 
ment can perform its normal personnel management func- 
tions in the case of ALJ’s; and establish an initial probation- 
ary period of up to 3 years and thereby eliminate immedi- 
ate, virtually guaranteed, appointment and tenure. 
Congress should also: establish criteria for deciding what 
degree of formality is required to provide fair decisions and 
amend legislation to clarify the agencies’ power to adopt 
streamlined adjudication procedures; amend other legisla- 
tion as necessary to provide for standards of review; and see 
that each agency employing AUs has taken steps to estab- 
liih performance standards before additional ALJ’s are 
given to agencies. The Office of Personnel Management 
should: encourage and assist the Administrative Confer- 
ence in efforts to develop an ALJ’s caseload accounting 
system; reexamine the need for selective certification at 
agencies where it is used; and evaluate future requests for 
its use on a case-by-case basis. 

Agency Comments/Action 

Little substantive action has been taken on the report’s 
recommendations by the agencies employing Adrninistra- 
tive Law Judges, as shown in the follow-on report ‘Manage- 
ment Improvements in the Administrative Law Process: 
Much Remains To Be Done,” (FPCD-79-44,5-23-79). 

Appropriations 

Various appropriations of those agencies which employ Ad- 
ministrative Law Judges 



AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Development of a NQtional Make-or-Buy Strategy: Progress and Problems 
(P&ID-78-118, 9-2.5-78) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Department of Defense Appropriation Authorization Act, 1978 (P.L. 95-79). Department of Defense 
Appropriation Act, 1978 (P.L. 95-111). Monroney Amendment (P.L. 90-560; 5 USC. 5341). Service Contract Act of 1965 
(P.L. 89-286; 79 Stat 1034). Economy Act. intergovernmental Cooperation Act. Department of Defense Appropriation Act, 
1956. Department of Defense Appropriation Authorization Act, 1975. P.L. 93-400. P.L.83-108. P.L. 95-269. P.L. 93-365. 
P.L. 84-157.25 Stat 423.40 Stat. 1290. 10 U.S.C. 4532. 10 U.S.C. 9532.31 U.S.C. 686.42 U.S.C. 4222.44 U.S.C. 501. 
10 U.S.C. 138(c). 33 U.S.C. 622.33 U.S.C. 624. 15 U.S.C. 631 (a). 5 U.S.C. 2105(a). Executive Order 11491. OMB Circular 
A-76. 

There has been much controversy regarding the question 
of whether the Government should provide its own needed 
goods and services or contract for them with private enter- 
prise. The Office of Federal Procurement Policy (OFPP) in 
the Office of Management and Budget (OMB) provides 
overall procurement policy direction for executive agencies. 
OMB Circular A-76 states that no executive agency will en- 
gage in or contract for commercial or industrial activities 
except in accordance with the provisions of the Circular, or 
as otherwise provided by law. Since 1976, there has been 
increased emphasis on contracting. 
FindlngslConclusions: The stated policy has not been per- 
ceived as a national policy with full executive and legislative 
branch approval and support. Policy pronouncements and 
applications have been controversial; implementation has 
been inconsistent and relativeiy ineffective; and make-or- 
buy decisions have not necessarily been based on sound 
management principles. Management of the A-76 program 
needs acceptable management control systems, clarifica- 
tion of basic policy and regulations, clear identification of 
types of activities subject to the policy, consistent execution 
of the policy, and development of review and appraisal sys- 
tems. Implementation has been hampered by confusion, 
lack of understanding, reluctance to carry out the program 
which was not integrated with agencies’ main decisionmak- 
ing processes, and budgetary and accounting systems 
which did not always support the program. Agencies sel- 
dom prepared cost comparisons because of such difficul- 
ties as when and how to prepare them, and determining 
Government’s and contractors’ costs and comparability of 
pay rates. Agency make-or-buy decisions were significant@ 
influenced by such factors as personnel ceilings, contract 

issues, labor-management policies, other procurement pol- 
icies, personnel assignment policies, legislation, and Feder- 
al printing policy. 
Recommendations: The Congress should endorse a nation- 
al policy of reliance on private enterprise for the Govern- 
ment’s needs to the maximum extent feasible and con- 
sistent with the national interest and procurement at rea- 
sonable prices, require executive agencies to report on their 
progress in supporting that policy, and direct reviews of ex- 
isting related legislation to identify and eliminate sources of 
conflicts and inequities. 

Agency Comments/Action 
Agency comments were sent to the appropriate congressio- 
nal committees concerning additional report recommenda- 
tions made to OMB and OFPP for more effective imple- 
mentation of the A-76 program. In general, OMB stated that 
the recommendations had already been initiated or would 
be initiated with a pending revision of Circular A-76. A new 
Circular A-76 was issued on March 29, 1979. The sense of 
the Congress about legislating a national policy has not cry- 
staliied. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should determine whether agency re- 
quests indicate that appropriate management attention is 
being given to the A-76 program because of its potential for 
more economical and effective government. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

Federal Budget Outlay Estimates: A Growing Problem 
(PAD-79-20, 2-9-79) 

Budget Function: tmpoundment Control Act of 1974 (1005) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974. 

Federal budget outlay estimates generally swing between 
longfalls, or underestimates in the budget year, and short- 
falls, or overestimates in the current year. The budget year 
estimates reflect the administration’s concern about the 
growing deficit and the need to hold down spending. The 
shift to a shortfall, or overestimate in the current year’s esti- 
mates (12 months later), reflects the administration’s as- 
sessment of actual financial needs to carry out legislation 
enacted by Congress. The estimating process is flexible and 
changing and can be influenced by a number of variables. 
Many of these variables are uncontrollable, such as historic 
upward bias (the past tendency to overestimate). Budget 
data must be accurate to be useful and controllable factors 
should be of concern to improve outlay estimates. 
Findings/Conclusions: As a result of increased interest in 
outlay estimates, both the Office of Management and Budg- 
et (OMB) and the Congressional Budget Office are striving 
to achieve more accurate estimates. GAO found that $76.4 
billion in outlays was not included in fiscal year 1977 Ciov- 
ernment-wide net outlays of $402.8 billion. These outlays 
included both offsets from collections and receipts from 
business transactions with the public and outlays of off- 
budget Federal entities. Estimates of offsetting collections 
and offsetting receipts have not been reliable. The current 
method of presenting these transactions as offsets against 
budget authority and outlays distorts budget numbers and 
makes the budget unnecessarily complex. 
Recommendations: The Director of OMB should make fur- 
ther efforts to improve outlay estimates by: establishing cri- 
teria for acceptable levels of accuracy for estimates, to be 
used as a guide in defining significant variances to be pur- 
sued; comparing actual outlays to estimates and providing 
a detailed explanation annually concerning those accounts 
in which there were significant variances; identifying correc- 
tive action to improve estimates in future years when such 
action is feasible; making information on variances and re- 
lated corrective action available to congressional users and 
including it in budget justifications where appropriate; ap- 
plying early efforts in goal setting and variance analysis to- 
ward accounts with the largest outlays; and requiring each 

agency to document the procedures used to develop outlay 
estimates, including documenting assumptions and subjec- 
tive modifications made by reviewing officials. The Director 
should also: change the presentation of offsetting collec- 
tions from non-Federal sources and offsetting receipts from 
the public by including them in revenue totals and by not 
subtracting them from budget authority and outlays; in- 
clude offsetting collections and offsetting receipts from off- 
budget agencies under revenues and not subtract them 
from budget authority and outlays; and apply the recom- 
mendations set forth to improve outlay estimates to esti- 
mates of offsetting collections and offsetting receipts. 

Agency Comments/Action 

The OMB response to this report agreed that problems on 
outlay estimating have existed and stated that OMB will 
continue to work toward the further improvement of outlay 
estimates. However, OMB was very negative in its response 
to the report and stated that it “makes recommendations 
that, if adopted, would do nothing to improve the ability of 
GAO to estimate outlays.” In contrast, OMB stated in the 
enclosure to its letter that it is already taking the recom- 
mended action in some form or to some extent in respond- 
ing to five of the nine recommendations. Two of the GAO 
recommendations related to changing the presentation of 
offsetting collections and offsetting receipts from the public 
and to the treatment of off-budget agencies. OMB has 
resisted these recommendations directed toward elimina- 
tion of undesirable distortions and complexity in the budget 
presentation for some time. 

Appropriations 

Federal budget outlay estimates - Government-wide 

Appropriations Committee Issues 

There is a continuing need to improve the accuracy of 
outlay estimates and to provide a more complete and accu- 
rate reporting of Federal budgetary information. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Contracting for Computer So&are Development--Serious Problems Require Management Attention To Avoid 
Wasting Additional Millions 
(FGMSD-80-4, I1 -9-79) 

Budget Function: Automatic Data Processing (1001) 

Contracting for computer software can be an effective alter- 
native to software development by Federal employees. 
However, a review of several software development con- 
tracts found that many experienced large cost overruns and 
lengthy delays. Certain problems were found to be com- 
mon to all software contracts that had trouble. 
Findings/Conclusions: Federal agencies contracted for 
software with little specific guidance. They often overes- 
timated the stage of systems development they had 
reached before contracting. This overestimation often led to 
the issuing of inappropriate contracts using inadequate cri- 
teria for contractor performance. Agencies overcommitted 
themselves and failed to control contractors through strict 
phasing. Management failures while the work was being 
done included excessive changes, failures to inspect inter- 
mediate stages of work, and failure to require progress re- 
ports from the contractor. Contractual testing requirements 
were often inadequate or absent. Lack of a single identified 
contractor source for answers and interpretation of the re- 
quirements led to communications problems. The agencies 
were not enforcing recovery clauses. 
Recommendations: The Secretary of Commerce, through 
the National Bureau of Standards, and the Administrator of 
the Genera1 Services Administration (GSA) should issue 
specific quidelines to assist Federal agencies in recognizing 
and dealing with the unique factors added to custom soft- 
ware development when it is done by contract. The follow- 
ing areas should be covered: (1) internal agency manage- 
ment practices necessary to write, manage, and monitor 
sofhvare development contracts; (2) specific instructions on 
how ‘to tailor software development contracts to the state of 
system development that an agency is in at the time it lets a 
contract; (3) guidance on contract stipulations regarding 
the phasing of the software development; (4) guidance on 

performance specifications to be included in the contract to 
cladfy quality requirements for the software; (5) the impor- 
tance of requiring the software contractor to have a formal 
quality assurance program that is documented and subject 
to audit; (6) the degree of definition required to properly de- 
fine such things as documentation standards, adherence to 
programming language standards, acceptance testing pro- 
cedures, and satisfactory performance by the contractor: 
(7) how to handle changes in the software being developed 
with minimal disruption; (8) how to ensure that the contrac- 
tor follows sound system development practices; and (9) 
the effective use of contract clauses which would deny pay- 
ment in case of poor performance by the contractor. Feder- 
al agencies involved in software development contracting 
should train project managers iri overall skills necessary to 
manage those contracts such as software, contracting, and 
management. They should also take appropriate action in 
each phase of software development contracting. 

Agency Comments/Action 

GSA published guidance, as recommended, in two docu- 
ments, FPMR l-151 and FPR 51, dated May 19, 1981. 

Appropriations 

Funds spent contracting for computer software develop- 
ment - All Federal agencies 

Appropriations Committee Issues 

The Appropriations Committees should monitor Federal 
agencies’ use of the guidance documents when contracting 
for computer software development. 

, 



AGENCY-WIDE MATTERS AFFECTING APPdOPRIATIONS OF ALL 
ORMOSTFEDERAL DEPARTMENTSANDAGENCIES 

Improving the Productivity of Federal Payment Centers Could Save Millions 
(FGMSD-80-13, 2-12-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Civil Service Reform Act of 1978. 20 U.S.C. 2307. 31 U.S.C. 529. 41 U.S.C. 255. 

Inefficiencies in processing payments to vendors for goods 
and services cost the Federal Government millions annual- 
ly. For example, productivity rates achieved by Federal pay- 
ment centers in the vendor bill-payment function varied by 
about 600 percent. Although the bill-payment function is a 
readily measurable, repetitive process, most payment 
centers GAO examined did not have productivity measures. 
Thus, GAO constructed many of the measures on which 
the performance data were based. GAO determined three 
primary reasons for the large variance: (1) the degree of 
management concern for, and use of, efficiency measures; 
(2) the volume of workload processed by the centers; and 
(3) the degree to which automation or improved processes 
and procedures were used in the payment process. 
Findings/Conclusions: According to payment center man- 
agers, the major cause of low productivity was the disincen- 
tive to be efficient. These disincentives included: (1) 
across-the-board budget cuts, which encouraged manag- 
ers to keep staff above minimum levels in order to absorb 
the cuts and still perform the work; (2) tying grade levels to 
number of staff supervised; and (3) inability of managers to 
discipline employees who do not perform. Alternatively, the 
managers of payment centers with high productivity 
showed a high degree of concern about productivity and 
had reasonably good systems designed to identify expected 
performance and measure against it. However, one nonpro- 
cedural factor that affected productivity was workload 
volume. Payment centers with large workloads normally 
achieved higher productivity rates than centers with low 
volumes. High volume allowed economies of scale and 
assembly-line techniques to be used. Just as automation 
and statistical sampling contributed to high productivity 
rates, duplication of effort, problems in timely submission of 
receiving reports, and limited sharing of knowledge on 
processing rates and methods used to improve efficiency 
contributed to the low processing rates. Newly enacted 
legislation should help make managers more acutely aware 
of the need for emphasizing productivity. However, GAO 
does not feel that legislation alone would result in a signifi- 
cant increase in productivity measurement. The Office of 
Personnel Management (OPM) needs to take an active role 
in supporting productivity measurements. 
Recommendations: The heads of individual departments 
and agencies should develop systematic measures of pro- 
ductivity covering their payment centers. In addition, these 

departments and agencies in order to improve productivity 
should: (1) eliminate or consolidate payment centers which, 
due to low volume, cannot be made efficient; (2) use alter- 
natives to receiving reports such as fast-pay procedures, 
where possible; (3) analyze the processes and procedures 
used in examining payment transactions to identify and el- 
iminate unnecessary or redundant steps; (4) use statistical 
sampling techniques in auditing payment transactions in 
accord with GAO requirements; and (5) initiate a periodic 
exchange of information on methods and procedures be- 
tween payment centers that are within the same agency and 
with other agencies. Additionally, for payment centers and 
related financial management functions, the Joint Financial 
Management Improvement Program has a role which OPM 
should consider drawing upon. GAO further recommends 
that the Executive Director, Joint Financial Management 
Improvement Program, request that agencies report the 
progress made in measuring and improving productivity 
within their payment centers as part of the agency’s annual 
financial management improvement report. 

Agency Comments/Action 

The recommendations were strongly supported by most 
Federal agencies. OPM is planning a workshop for Federal 
agencies on the subject and most agencies are planning to 
implement the recommendations. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should determine if agencies are taking 
actions to improve the productivity of the payment process. 
They should also determine whether OPM and the Office of 
Management and Budget have taken actions to encourage 
productivity improvement in the payment process by 
developing standards and measures and using them in the 
budget process. In following up on this report, GAO found 
that agencies were generally in agreement that actions were 
needed but that their plans were vague. 



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

Budget Formulation: Many Approaches Work but Some Improvements Are Needed 
(PAD-80-31, 2-29-80) 

Budget Function: lrnpoundment Control Act of 1974 (1005) 

GAO conducted a series of case studies of the budget for- 
mulation process in 10 Federal programs in the Depart- 
ments of Defense, the Interior, and Health, Education, and 
Welfare. 

Findings/Conclusions: The case studies revealed a variety 
of budget formulation styles. In some cases, budget re- 
quests were developed through “bottom-up” methods that 
involved field offices and no prior guidance or fixed request 
amounts from higher levels. In other cases, budgets were 
developed through ‘top-down” methods in which the re- 
quest amount was set in advance at top levels and which 
entailed liie or no field office work Often, the approach fol- 
lowed related to the type of program, and no one approach 
appeared the best for all programs. Formulation 
weaknesses and potential problems requiring action were 
identified in the planning process, zero-base budgeting 
(ZBB) procedures, and in agencies’ methods of reporting to 
the Congress. 

Recommendations: The Secretary of the Interior should 
direct Bureau of Land Management (BLM) officials to con- 
sult with cognizant congressional committees as they 
develop a comprehensive multiyear plan for use in budget 
formulation. Such efforts should be devoted to developing a 
single set of principal categories for authorization and ap- 
propriations control. The Office of Management and Budg- 
et (OMB) and the executive agencies should achieve agree- 
ment during the spring on what programs and activities will 
receive comprehensive ZBB treatment during the upcom- 
ing budget cycle. In meetings with agencies, OMB should 
monitor and review agency plans for ZBB efforts and pro- 
vide guidance as to the programs and activities on which 
agencies should perform full analyses of minimum levels, 
and the programs and activities that should be pulled from 
ZBB ranking “core” treatment and subjected to detailed 
analyses. The Director of OMB should also (1) consider es- 
tablishing with individual agencies rotating schedules for 
full ZBB analyses of selected programs and activities; (2) in- 
clude in the budget, in a single table and discussion, a com- 
prehensive reporting by agency and account of the budget 
authority and outlay increases and decreases (with subto- 
tals for each) associated with executive-proposed legisla- 
tion; (3) include in the Budget Appendix and related just%- 

cations provided to the appropriations committees a Medi- 
care summary table that would fully disclose the key fund- 
ing and legislative proposals; and (4) revise budget request 
procedures for the BLM emergency fire program to provide 
for initial appropriation requests that fully reflect the total es- 
timated yearly funding requirements of the program. 
Congress should (1) direct the Secretary of the Interior to 
consult with the Department of Agriculture in the develop- 
ment of an overall “Federal” program land acquisition plan 
for executive branch and congressional budget use that 
identifies priorities on the geographic areas and kinds of 
land to be acquired, and (2) appropriate iniial funding each 
year for the BLM emergency fire program that covers the 
total estimated funding requirement of the program for the 
year. 

Agency Comments/Action 

OMB has eliminated stringent ZBB requirements, thus al- 
leviating one of the problems addressed by the GAO 
recommendations. 

Appropriations 

Elementary and secondary education - Department of Edu- 
cation 
Payments to health care trust funds, hospital insurance trust 
fund, Federal Supplementary Medical insurance Trust Fund 
- Department of Health and Human Services, Health Care 
Financing Admiiation 
Management of lands and resources - Department of the 
Interior, Bureau of Land Management 
Land and water conservation fund - Department of the fnte- 
nor, Heritage Conservation and Recreation Service 
Operation and maintenance - Department of Defense 

Appropriations Committee Issues 

There is stiff a need for OMB and the agencies to streamline 
ZBB procedures (with appropriate OMB monitoring), and 
for OMB to present improved information in the budget on 
executive-proposed legislation and Medicare activities. 
Congress has been unwilling to put the BLM emergency fire 
program on a full funding basis. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIAT'IONSOFALL 
ORMOSTFEDERAL DEPARTMENTSANDAGENCIES 

US. Income Security System Needs Leadership, Policy, and Effective Management 
(HRD-80-33, 2-29-80) 

Budget Function: Income Security (0600) 
Legislative Authority: Social Security Act. Employment Act of 1946. Railroad Retirement Act of 1935. Railroad Unemploy- 
ment Insurance Act. Fair Labor Standards Act of 1938. Comprehensive Employment and Training Act of 1973. Privacy Act 
of 1974. Tax Reform Act of 1976. 

Over the past 10 years, Federal income security spending 
has risen by nearly 250 percent to become the largest part 
of the budget. The 37 officially labeled income security and 
related programs in the 1979 Federal budget cost about 
$215 billion, or about 43 percent of the President’s $500 
billion budget. Income security tax expenditures, resulting 
from provisions of the income tax system which allow reten- 
tion of income that otherwise would be taken through taxes, 
totaled about $30 billion. State and local programs usually 
supplement Federal programs or provide assistance to per- 
sons not eligible for Federal aid. Along with private sector 
and charitable activities, these programs account for bil- 
lions of dollars in additional expenditures. Individually the 
programs serve worthwhile, necessary goals, and collective- 
ly they have done much to prevent or eliminate poverty and 
lessen tax burdens for millions of Americans. Still there is 
widespread criticism of the system; the programs are too 
profuse, too complex, and seem unmanageable. Unmet 
needs, inequities, inefficiencies, strong work disincentives, 
and questions about the Nation’s continuing ability to meet 
income security needs and stay within acceptable spending 
levels remain. 
Findings/Conclusions: Over the past 10 years, system stud- 
ies have repeatedly documented income security program 
problems. The following situations tend to recur. The pro- 
grams contribute to common goals, often serve the same 
individuals, and interact substantially with one another. 
There is a failure to view income security programs as a 
coherent whole or system within a well-defined policy 
framework. The fragmented and uncoordinated nature of 
the system complicates policymaking, management, and 
evaluation. The comprehensive knowledge and information 
needed to evaluate the system does not exist. Despite these 
findings, each program or set of related programs contin- 
ues to be managed as a single entity with little deliberate 
planning of the relationship of the programs to one another. 
Because of data and measurement deficiencies, there is no 
way to determine who benefits, how often, with what degree 
of accuracy, and by what measure of social or economic 
need. Reform efforts cannot be measured for the extent of 
their improvement over existing programs. The reliability of 
traditional indices is questionable. At the program level, in- 
formation is not consistent and is not readily available to 
compare programs. At the operating level, recent legislation 
has made exchanges of information difficult and some- 
times untimely. Because the income security system affects 
virtually all individuals and sectors, all proposals for change 
will encounter some opposition. Lack of central leadership 
for the programs underlies many of the problems found. 
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Recommendations: While the recommended legislation is 
being developed, the President should direct the Office of 
Management and Budget and other executive agencies to 
begin working toward the goals outlined. If legislation is 
enacted, the President should direct that points of coordina- 
tion be established for the income security body at approp- 
riate levels within each affected executive agency. Congress 
should enact legislation to establish a national body, such 
as a National Income Security Commission, to provide cen- 
tral system leadership. In developing such legislation, 
Congress should determine, with the assistance of the exec- 
utive branch and other experts and affected organizations, 
the body’s (1) most appropriate organizational form, struc- 
ture, and location: (2) authorities and jurisdiction; (3) 
membership, staff, and tenure; and (4) specific goals, du- 
ties, and functions. It is suggested that Congress in its deli- 
berations consider constituting the body as an independent 
entity. It should serve in an overall advisory capacity to the 
Congress and the executive branch, with specific responsi- 
bility for standardizing program data and reporting require- 
ments, conducting and promoting research, and similar du- 
ties. Its membership should be broad, representing Gov- 
ernment and private organizations and groups. The body 
should have a long-term, continuing charter, subject to a 
periodic evaluation by Congress. While the legislation is be- 
ing developed, Congress should establish select Senate and 
House committees or a joint committee to begin working 
toward the goals outlined. 

Agency CommentstActjon 

Because of the numbers involved and the scope of matters 
discussed in the report, comments were not solicited from 
Federal departments and agencies. Rather, an expert-con- 
sultants panel with members from universities, research 
foundations, private interest organizations, and former Fed- 
eral cabinet members reviewed and discussed the draft re- 
ports and suggested priority issues which the proposed in- 
dependent income security group should address. These 
suggestions were incorporated into the report 

Appropriations 

Appropriations for income security functions of various 
departments and agencies 

Appropriations Committee Issues 

The Appropriations Committee issues are the same as the 
recommendations to Congress. 



AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Purchase Price of Strategic Petroleum Reserve Oil Fair But Payment Timing Is Costly 
(PSA D-80-30, 4-3-80) 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

The Defense Fuel Supply Center (DFSC) is responsible for 
buying oil for the Strategic Petroleum Reserve. According to 
Department of Energy expectations, the reserve will ulti- 
mately contain 1 billion barrels of oil at a cost of $22.6 bil- 
lion for the first 750 million barrels. A review was made of 
the cost of the 113 million barrels of oil purchased through 
June 30, 1979. 
Findings/Conclusions: The prices paid were competitive 
with prices in commercial markets during the period re- 
viewed. However, the Defense Logistics Agency (DLA), 
which pays the DFSC bills, had not complied with Depart- 
ment of the Treasury regulations which require Federal 
agencies to refuse prompt payment discounts offering a 
rate of return below 9 percent per annum and to pay no bills 
sooner than due. This policy was designed to prevent agen- 
cies from accepting discounts whenever the discount of- 
fered is less than the Government’s cost of financing the 
payments. DLA continued to take the uneconomical 
discounts and to pay invoices before they were due because 
DLA officials improperly calculated the rate of return of- 
fered, erroneously believed they were required to take 
uneconomical discounts in certain circumstances, and did 
not have established procedures to deliberately forgo 
uneconomical discounts. Following current Treasury poli- 
cies could save the Government as much as $17.7 million 
over the remaining life of the Strategic Petroleum Reserve 
Program. An additional $18.5 million could be saved in 
crude oil costs if policies were instituted to require all agen- 
cies to consider the Government’s cost of money while 
evaluating bids and if the Treasury were to develop and 
periodically revise an estimate of the cost of money to be 
used during offer and payment evaluations. 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB), in connection with the Secretaries 
of Defense and the Treasury and the Administrator of the 
General Services Administration (GSA), should (1) estab- 
lish, as a matter of policy, that agencies must consider the 
time value of money as part of their bid evaluation pro- 
cedures, and (2) establish and periodically update an index 
reflecting the Government’s current cost of money to be 

used when evaluating prompt payment discounts and con- 
tract offers. The Secretary of Defense should direct the 
Director of DLA to establish regulations and procedures 
which assure that bills are not paid until due and 
uneconomical discounts are not taken. 

Agency Comments/Action 

DOD and GSA generally agreed with the recommenda- 
tions. However, OMB saw some difficulties in including the 
“time value of money” as a bid evaluation factor. Treasury 
noted that, although it is in favor of measures taken by the 
agencies to give consideration to the time value of money 
in financial transactions, it generally opposes the use of 
current rates by agencies to evaluate competitive bids in- 
volving different terms for future payments. Instead, it 
prefers that consideration be given to the time value of mo- 
ney in procurement arrangements through the establish- 
ment of payment terms. It believes that by indicating the 
payment terms in the solicitation of bids, all bidders will be 
on the same basis with respect to the time value of funds 
and may submit their bids accordingly. 

Appropriations 

Strategic Petroleum Reserve - Department of Energy and 
various civil and defense agencies’ appropriations 

Appropriations Committee Issues 

Agency actions are needed to (1) assure that bills are not 
paid until due and uneconomical discounts are not taken, 
(2) establish that the time value of money is considered in 
bid evaluation procedures, (3) establish and periodically up- 
date an index reflecting the Government’s cost of money 
when evaluating prompt-payment discounts and contract 
offers. Prior to appropriating monies for the agencies, par- 
ticularly Treasury, OMB, Defense, Energy, and GSA, the 
Committees should evaluate the efforts being made to 
achieve these economies. 
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AGENCY-WIDEMATlERSAFFECTINGAPPROPRJATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Wider Use of Bet#er Computer Softwae Technology Can improve Management Control and Reduce Costs 
(FGMSD-80-38, 4-29-80) 

Budget Function: Automatic Data Processing (1001) 
Leclislative Authoritv: OMB Circular A-54. OMB Circular A-71. OMB Circular A-109. OMB Circular A-l 13. F.P.M.R. 
10135.206. F.PMF!. 101-35.206(a)(3). F.P.M.R. 101-36.16. 

Computer software is the most important part of the au- 
tomatic data processing system today. It is expensive to 
develop and maintain, and errors and omissions in software 
can seriously disrupt automated systems. Because the Fed- 
eral Government spends billions of dollars annually on 
computer programs. GAO undertook a review to assess 
current practices by Federal agencies in using software 
toofs and techniques to maintain computer programs. 
Findings/Conclusions: GAO found that many opportunities 
exist for greater use of software tools and techniques. Many 
Federal installations have not exploited the benefits of 
modem software tools and techniques as well as they could 
have. Computer specialists at many agencies were unaware 
of the newer, better methods; others were reluctant to 
change to them. Additionally, GAO found that the Federal 
use of software tools and techniques can be improved by 
providing better guidance to agencies, more emphasis on 
software by management, and effective Government-wide 
coordination and sharing of tools. However, the agencies’ a- 
doption of the newer technology should be based on a 
careful study of al costs and benefits. Also, unless Federal 
automatic data processing management makes more use 
of such technology, Federal computer software will contin- 
ue to cost millions more than is necessary. 
Recommendations: The Director of the OtTice of Manage- 
ment and Budget should: (1) require heads of Federal 
agencies to establish software quality assurance functions 
in their agencies; (2) more clearly define the responsibilities 
of agency heads and automatic data processing managers 
for the acquisition, management, and use of so&are tools 
and techniques: and (3) direct the establishment of coordi- 
nated Government-wide research and development for soft- 
ware tools and techniques which will include provision for 
disseminating information to all potential Federal users. Ad- 

ditionally. the Administrator of the General Services Admin- 
istration should: (1) modify Federal Procurement Manage- 
ment Regulation 101-35.206 to incorporate actions that 
agencies should take to improve their applications software; 
(2) establish a set of standard tools for solving operational 
problems and for promoting efficiency and economy; (3) 
require that certain standard inspections, using software 
tools, be done on contractor-developed software; and (4) 
establish a software tools category in the Federal Software 
Exchange Center and provide technical aid for the sharing 
of tools. Moreover, the National Bureau of Standards (NBS) 
should develop or adopt standards or guidelines for using 
software tools. 

Agency Comments/Action 

The GSA Office of Software Development (OSD) has (1) 
established a software tools category in the Federal Soft- 
ware Exchange Catalog, and (2) begun developing a set of 
software tools. The GSA Procurement Division has pub- 
lished guidance on acceptance testing of contractor- 
developed software (FPMR l-151 and FPR 51). 

Appropriations 

General recommendations - Ail Federal agencies 
Funding for specific recommendations - General Services 
Administration 

Appropriations Committee Issues 

The Committees should monitor all Federal agencies’ com- 
pliance with the recommendations. GAO believes that the 
GSA-OSD should get sufficient funding to continue its ef- 
forts in thii area. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Spending Authority Recordings in Certain Revolving Funds Impair Congressional Budget Control 
(PAD-80-29, 7-2-80) 

Budget Function: Congressional Information Services (1008) 
Leglalatlve Authorlty: Congressional Budget Act of 1974 (P.L. 93-344; 2 U.S.C. 601). Independent Agencies Appropria- 
tions Act, 1979. Legislative Reorganization Act of 1970. Housing and Urban Development Act of 1965 (P.L. 89-117). Inde- 
pendent Agencies Appropriation Act, 1978 (P.L. 95-119). National Housing Act. Department of Agriculture and Related 
Agencies Appropriations Act, 1969. Participation Sales Act of 1966 (P.L. 89-429). Housing and Urban Development Act of 
1968 (P.L. 91-121). Department of Agriculture and Related Agencies Appropriations Act 1974. Budget and Accounting 
Act P.L. 91-469. OMB Circular A-l 1. OMB Examiner’s Handbook 124B. B-159687 (1976). B-114828 (1977). B-107449 
(1973). 31 U.S.C. 1302. 42 U.S.C. 1487(h). 12 U.S.C. 635d. 17 U.S.C. 903. 68 Stat. 94. 

Program administrators use budget authority to borrow 
amounts from Treasury or non-Treasury sources to finance 
their revolving fund loan programs. In some cases, this au- 
thority represents authorized net borrowings (gross borrow- 
ings less repayments) rather than authorized gross borrow- 
ings. As a consequence of this procedure, a program’s 
gross borrowings in a fiscal year can easily exceed its 
recorded borrowing authority for the year. This gap between 
authority recorded in the budget and total borrowings can 
increase in succeeding years as recordings of borrowing 
authority are used for several cycles of borrowings, rolled 
over. For the fiscal years 1932-79, total actual borrowings 
from Treasury were an amount almost twice the amount of 
recorded authorizations. Programs in 22 accounts span- 
ning 12 Federal departments and agencies had followed 
this procedure in 1979. These programs had outstanding 
borrowings from Treasury totaling about $96 billion. 
FlndlngslConcluslons: GAO believes that Congress’ bud- 
getary control suffers when budget authority recordings for 
the revolving fund loan program express authorized net 
borrowings. Net-based recordings of borrowing authority 
do not disclose the full amount of obligational authority 
made available through authorized borrowings. Use of net- 
based borrowing authority amounts lessens budgetary con- 
istency, complicating the budgetary process and making it 
more difficult for Congress to set priorities and make com- 
parisons among programs. The budget authority record- 
ings and totals for programs financed with appropriations 
represent gross, not net, funds. There are several programs 
in the budget in which borrowing authority recordings 
represent authorized gross borrowings, not net Congress’ 
budgetary control is weakened when agencies conduct 
several cycles of borrowings in the absence of new congres- 
sional authorizations. Conversion to gross-based borrowing 
authority in revolving fund loan programs would result in 

budget authority recordings that express more fully the obli- 
gational authority made available through borrowings. Such 
gross recordings still might not fully express total obliga- 
tional authority made available, because total obligational 
authority also includes the collections made available 
through the cycle of program operations and assorted fi- 
nancing mechanisms. Budget authority recordings in these 
cases should encompass the authoriQ to obligate funds 
whatever their source, including collections from program 
operations. 
Recommendations: The Director of OMB should revise the 
way the definition of budget authority is applied to revolving 
fund loan programs so that budget authority for these pro- 
grams is the amount of gross obligations or gross loan obli- 
gations authorized to be made. Congress, in reviewing re- 
volving fund loan programs, should place specific limits on 
the gross obligations, or gross loan obligations, authorized 
to be made, and require that such limits be treated as the 
relevant budget authority amounts. 

Agency Comments/Action 

OMB disagreed with the recommendations to them, stating 
that the recommended change would conflict with cus- 
tomary budget procedure and inflate the budget authority 
totals of the budget 

Approprlations 

Revolving funds - All Federal departments and agencies 

Appropriations Committee Issues 

The Committees should consider whether OMB should re- 
vise the way the definition of budget authority is applied to 
revolving fund loan programs. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Continuing and Widespread Weaknesses in Internal Controls Result in Losses Through Fraud, Waste, and 
Abuse 
(FGMSD-80-65, 8-28-80) 

Budget Fainct!sn: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
hegislafive Authsri~~: Accounting and Auditing Act (31 U.S.C. 66a). Claims Collection Act. Anti-Deficiency Act (31 U.S.C. 
665). S.3026 (96th Cong.). 

Most Federal agencies are operating accounting systems 
that are vulnerable to physical losses and waste of Federal 
money as well as fraudulent and otherwise improper uses. 
These conditions, noted in a series of GAO reports issued 
between December 1976 and October 1979 covering 
financial operations in 11 major Federal organizations, are 
summarized. 
FlndingsXonclusions: System vulnerability results from a 
series of longstanding, undetected weaknesses. While 
agencies usually correct specified deficiencies, they are 
generally slow to correct systemwide deficiencies in collec- 

tion, disbursement, obligation, and imprest fund activities. 
lnadequate controls over collection could not ensure that 
amounts owed the Government were recorded as accounts 
receivable or that overdue accounts were identified and col- 
lected. Often, accounts receivable were so poorly controlled 
and safeguarded that the potential for theft, loss, or other 
misuse was high. Controls over disbursement activities 
were found to be deficient. Disregard for basic control pro- 
cedures prescribed in manuals resulted in waste and over- 
payments. About half of the offices reviewed had serious 
weaknesses in controls over obligations that could result in 
improper or illegal payments. The most widespread defi- 
ciencies were noted in imprest fund activities. Weak con- 
trols, together with the susceptibility of imprest funds to 
misuse, allowed substantial losses to the Government. It 
was concluded that adequate internal audit coverage could 

have detected most of the deficiencies found. Legislation 
under consideration would place greater responsibilities on 
the heads of Federal agencies for improving their agencies’ 
financial systems. Under this legislation, agencies would be 
required to undertake evaluations of their organizations’ 
systems of internal control and report annually to Congress 
and to the President the results of such evaluations. 
Recommendations: Congress should enact the legislation 
to place greater responsibility upon the heads of Federal 

agencies for the soundness of their organizations’ systems 
of internal financial control. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should question agencies to determine 
whether their systems of internal financial and accounting 
controls provide adequate assurance for certifying expendi- 
tures. The questioning should develop information on the 
adequacy of resources agencies devote to the development 
and maintenance of their financial control systems and to 
correct weaknesses which would permit fraudulent or other 
improper uses of funds. 
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AGENCY4iVIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Agencies Should Encourage Greater Computer Use on Federal Design Projects 
(LCD-H-7, 10-15-80) 

Budget Function: General Government: Other General Government (0806) 
Legi&tive Authority: P.L. 92-582. 

Federal agencies are not actively seeking or encouraging 
the use of computers on Federal design projects. As a 
result, they are missing opportunities to achieve significant 
savings and improve the quality of Federal building designs. 
Findings/Conclusions: GAO found that Federal officials and 
agency procedures and practices often limit andfor hamper 
the use of computers on Federal projects. Agencies gen- 
erally have not created an environment wherein the efficient 
use of computers is possible. Fee proposal forms used by 
most engineering services do not recognize the possible 
use of computers or provide a place for computer service 
costs to be included as direct costs in proposals. During 
contract negotiations, agency personnel rarely discuss the 
planned use of computers on a project. Even during the 
architect-engineer selection process, most agencies ignore 
computer capability. 
Recommendations: The Administrator of the Office of Fed- 
eral Procurement Policy, with the concurrence of +e Direc- 
tor of the Office of Management and Budget, should 
promulgate an architect-engineer procurement policy 
which establishes that (1) fee negotiations will be based on 
proposals which clearly identify tasks which will be per- 
formed by firms providing architect-engineer services and, 
when applicable, indicate how computers will be used on 
the project; (2) procedures for pricing computer services 
wljl be flexible, as long as the method used is the same as 
the firm uses for all its clients, both public and private, and 
conforms with existing Federal Procurement Regulations; 
and (3) a structured task-oriented fee proposal format will 
be developed and the use of preprinted fee proposal forms 
will be discontinued, permitting architect-engineer firms to 
submit their fee proposals in the prescribed structured for- 
mat on their own stationery. The heads of departments and 
agencies procuring architect-engineer services should en- 
courage employees to stay current on new and improved 
uses of computers in their individual areas of expertise. The 
heads of departments and agencies procuring architect- 
engineer services should encourage computer use in all 
areas when the quality of the design or the structure to be 
built can be improved when computer aids are used. The 
heads of departments and agencies procuring architect- 
engineer services should require that architect-engineer 
contract negotiators routinely discuss and evaluate planned 
use of computers when negotiating design contracts. The 
heads of departments and agencies procuring architect- 
engineer services should provide appropriate training, such 
as courses, seminars, and newsletters, on the capabilities 
and uses of computers in design to their employees. Em- 
ployees receiving this training should include those involved 
in selecting design firms, managing projects, and reviewing 
designs. The heads of departments and agencies procur- 

ing architect-engineer services should direct that computer 
use be required for those analyses and design functions 
which can be done more efficiently and accurately by 
computer-aided methods and which are critical to the end 
product, in terms of safety, energy consumption, and life cy- 
cle costs. The heads of departments and agencies procur- 
ing architect-engineer services should provide sufficient 
technical support to contract negotiating teams. This sup- 
port should include personnel with sufficient knowledge 
about computer use and the related costs to enable teams 
to realistically evaluate the planned use of computer 
methods and negotiate a fair and reasonable fee for the 
services to be provided. The Administrator of the Office of 
Federal Procurement Policy, with the concurrence of the 
Director of the Office of Management and Budget, should 
require the Department of Defehse and the General Setv- 
ices Administration to implement the new policy by revising 
the Defense Acquisition Regulations and the Federal Pro- 
curement Regulations, respectively, and jointly insuring that 
this policy is incorporated into the new Federal Acquisition 
Regulations currently being developed. The heads of 
departments and agencies procuring architect-engineer 
services should revise the criteria used in evaluating the 
overall qualifications of firms for design contracts to include 
computer capability and expertise. The heads of depart- 
ments and agencies procuring architect-engineer services 
should require computer capabilities and expertise to be 
considered and evaluated when selecting architects and en- 
gineers for projects on which computer-aided design 
methods, such as energy analyses, can be used. The Exec- 
utive Secretary, Federal Construction Council, Building Re- 
search Advisory Board, should direct the Council to take an 
active role in the training of the appropriate Federal person- 
nel about the capabilities and uses of computers in design 
by: (1) pulling together the diverse information available on 
the general use of computers in design, the existing 
computer-aided design tools and methods, and the ad- 
vances in the state of the art of computer-aided design; (2) 
developing the information into specific educational ses- 
sions for presentation to Federal personnel; and (3) actively 
sponsoring these special educational sessions and other 
conferences. 

Agency Comments/Action 

The agencies generally agreed with the GAO conclusions 
and recommendations. A few agencies disagree with three 
of the recommendations. GSA and the Postal Service op- 
pose requiring computer use for those analyses which can 
be efficiently done only by computer-aided methods, GSA 



opposes considering computer capabilities and expertise as 
a selection factor, and VA and the Postal Service oppose el- 
iminating their preprinted fee proposal forms. Construction 
agencies are in various stages of implementing recommen- 
dations. The Federal Construction Council is in the process 
of developing a comprehensive training program, following 
its own survey of needs which validated the GAO findings 
and conclusions on the need for employee education in the 
area of computer capability and use. The Office of Federal 
Procurement Policy has taken the initial steps to develop an 
architect-engineer procurement policy along the lines 
recommended. 

Appropriations 

Various appropriations used by civil agencies to procure 
architect-engineer services 
Military construction - Army, Navy, Air Force 

Appropriations Committees Issues 

The Committees need to express their concern and interest 
in seeing greater, more efficient use of computer technolo- 
gy on Federal design projects in view of the significant im- 
pact which available computer-aided methods can have on 
initial construction costs, future life-cycle costs including 
energy costs, as well as the quality of Federal buildings and 
their efficient use and reuse. The Committees should moni- 
tor the agency actions on these matters to ensure that ef- 
fective and efficient uses of computer aids by competent 
designers are not hampered by the procedures and prac- 
tices of Federal agencies and their employees. 
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AGENCY4iVIDEMAlTERSAF'FECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTlvIENTSANDAGENCIES 

Zncreasing Use of Data Telecommunications Culls for Stronger Protection and Improved Economies 
(LCD-M-I, 11-12-80) 

Budget Function: General Science, Space, and Technology: Telecommunications and Radio Frequency Spectrum Use 
(0258) 
Legislative Authority: Foreign intelligence Surveillance Act of 1978. Privacy Act of 1974. Crime Control Act Communica- 
tions Act of 1934. Property and Administrative Services Act (40 U.S.C. 481). Omnibus Crime Control and Safe Streets Act 
of 1968. Executive Order 12846. OMB circular A-7 1. OMB Circular A- 108. 

increasing requirements for modem data transmission 
services in recent years have resulted in a rapid proliferation 
of costly single purpose or single agency data telecornmun- 
ications networks in the civil Government. The Govem- 
ment’s increasing use of telecommunications to extend 
data processing systems raises a variety of new issues and 
management problems concerning the protection of data 
transmissions against unauthorized, unwarranted, and ille- 
gal uses. A major concern of Congress is to maintain the 
confidentiality of vast amounts of personal and other sensi- 
tive information collected, maintained, and disseminated by 
Federal agencies. Machine generated communications that 
are being transmitted over interstate and foreign telecom- 
munications facilities are not protected by current laws 
against unauthorized interceptions. 
Findings/Conclusions: Protection of data telecommunica- 
tions against unauthorized wiretapping can be strengthened 
by amending telecommunication !aws. Cii Government 
agencies need guidance to determine appropriate safe- 
guards and controls for telecommunications. Executive lev- 
el policies and guidance on telecommunications provide lit- 
tle assistance for operating agencies. Controls on Federal 
users and others authorized to collect and handle personal 
information should be strengthened to increase privacy 
protection for personal and other sensitive information, re- 
gardless of whether shared transmission facilities and relat- 
ed network controls are used. Data telecommunications 
networks in the civil Government are generally acquired 
from commercial telecommunications carriers by individual 
agencies for their own exclusive use. Some departments 
and agencies have taken or are taking actions to reduce 
their transmission costs through circuit sharing. GAO be- 
lieves the consolidation of certain civil Government data 
telecommunications into a shared data telecommunica- 
tions network could potentially reduce total Federal data 
telecommunications costs by at least 20 percent Sign& 
cant Government savings can be achieved through use of 
common user data telecommunications technology 
without conflicting with privacy objectives. 
Recommendations: Congress should limit the development 
and implementation of new separate dedicated data 
telecommunications networks pending completion of the 
study and congressional determination on whether to 
proceed with a shared civil Government data telecommuni- 
cations network Congress should provide protective provi- 
sions against unauthorized interception of all forms of 
telecommunications, not just those forms limited to aural 
acquisition. The Director of the Office of Management and 

Budget (OMB) should provide to Congress engineering 
analyses of selected architectures, including the compara- 
tive privacy and security strengths and weaknesses of these 
architectures, as well as those of the dedicated networks 
currently in use. The Director of OMB should take approp 
riate action, including seeking concurrence from approp- 
riate congressional oversight committees, to have the Gen- 
eral Services Adminiiation make or sponsor a study which 
will clearly identify the merits and problems of proceeding 
with a shared civil Government data telecommunications 
network instead of continuing with separate dedicated net- 
works in such areas and for such agencies as would be rea- 
sonable and effective. The Director of OMB, with the assist- 
ance of the Administrators of General Services and the Na- 
tional Telecommunications and information Administra- 
tion, should provide to the appropriate oversight commit- 
tees complete and accurate information on a potential 
shared data telecommunications network for civil Govem- 
ment agencies. This information should include (1) a pre- 
liminary network design with levels of economy achievable; 
(2) provisions for privacy protection; (3) implications on in- 
dustry and Federal policies for types of procurement, own- 
ership, and management controls proposed, and (4) the 
impact on the affected civil agencies’ data telecommunica- 
tions costs and operations. The Director of OMl3, in coop- 
eration with the Secretary of Commerce, should direct the 
Administrator of the National Telecommunications and In- 
formation Administration, Department of Commerce, to 
develop clear guidance for Government data transmissions 
protection that (1) is consistent with the computer security 
guidance published by the National Bureau of Standards 
for automatic data processing; (2) specifically includes risk 
analyses of the data telecommunications networks support- 
ing data processing systems used to maintain personal or 
other sensitive information; and (3) include standards and 
implementing guidelines for determining the appropriate- 
ness of using encryption techniques for electronic transmis- 
sions, including those containing personal information. 

Agency Comnents/Action 

OMB directed the General Services Administration to con- 
duct a study in cooperation with the Depar&nt of Com- 
merce, as recommended in the GAO report. The General 
Services Admiistration, with the assistance of the National 
Telecommunications and information Administration, 
prepared an initial report to the Office of Management and 



Budget recommending that a follow-on study be conduct- 
ed to address fully the issues of economies, privacy, policy, 
and impact of shared data communications as recom- 
mended in the GAO report This 2 to 3 year follow-on study 
is underway under the sponsorship of the General Services 
Administration. 

Appropriations 

Telecommunications - Office of Management and Budget 
Telecommunications - General Services Administration, 
Automated Data and Telecommunications Service 

Appropriations Committee Issues 

The development and implementation of new, separate, 
dedicated data telecommunications networks should be 
limited pending completion of the comprehensive shared 
data telecommunications study and with Congress deter- 
mines whether to proceed with a shared civil Government 
telecommunications network. 



AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Continued Use of Costly, Outmoded Computers in Federal Agencies Can Be Avoided 
(AFMD-81-9, 12-13-80) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). OMB Circular A-71. 

Computers in the Federal inventory are out of date; only 2 
percent of the large- and medium-scale computers use 
1975 or later technology. Newer equipment of similar ca- 
pacity could use existing software without significant 
changes; provide such benefits as faster speeds, better reli- 
ability, greater capabilities, and lower energy consumption; 
and avoid costly operations. 
Findings/Conclusions: Agencies have not recognized the 
costs and problems of continuing to use outmoded equip- 
ment Guidance is needed to assist Federal managers’ im- 
plementation of current technology, but such guidance has 
not been issued. Better knowledge of computer technology 
would enable Federal managers to better recognize and 
evaluate available economical alternatives. The present ac- 
quisition cycle is long, complicated, and frustrating and 
contributed to the obsolescence of Federal computers. 
Recommendations: The heads of Federal agencies should 
immediately institute a program to determine if their sys- 
tems are currently economically obsolescent and, if they 
are, to replace them expeditiously. The Director of the Of- 
fice of Management and Budget (OMB) should require 
Federal agencies to (1) assess their ADP requirements for 
the 1980’s and plan appropriate short and long range pro- 
curement strategies; (2) institute a program to improve top 
managers’ knowledge of current computer technologies 
and concepts; (3) increase top management involvement in 
acquisition and resource allocation processes; and (4) en- 

sure that ADP cost-accounting procedures reflect the prin- 
ciples of full costing and total system-life-cycle costing. 
GSA should issue guidance to the agencies outlining the 
criteria to be used and the cost comparisons to be made in 
determining economic obsolescence. Further, GSA should 
set forth procedures for expeditious replacement of ADP 
equipment determined to be obsolescent. GSA, working 
with OMB, should require the agency’s internal audit group 
to verib the cost calculations. GSA should also issue the 
guidance and criteria called for in OMB Circular A-71. 

Agency Comments/Action 

OMB agreed that obsolescence is a major problem Govern- 
ment-wide, and promised corrective action through a 
5-year ADPflelecommunicatiori planning mechanism for 
all agencies. This plan was on active consideration at OMB 
in September. 

Approprlatlons 

All Federal agencies 

Appropriations Committee Issues 

The Committees should question each agency on its efforts 
to replace costly outdated computers with newer less- 
expensive equipment. 

19 



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OF MOST FEDERAL DEPARTMENTS AND AGENCIES 

Federal Assistance System Should Be Changed To Permit Greater Involvemeal by S&tie Legislatures 
(GGD-81-3, 12-15-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative.Authority: intergovernmental Cooperation Act of 1968. Federal Program Information Act Older Americans Act 
of 1965. Intergovernmental Personnel Act of 1970. Elementary and Secondary Education Act of 1965.OME3 Circular A-95. 
OMB Circular A-l 02. Thomburgh v. Casey, 440 U.S. 942 (1979). 

State legislative involvement in the FeSferal grant process is 
discouraged by the restrictive nature of the system itself, 
and by specific provisions in Federal grant programs which 
assign legislative responsibilities to the State executive 
branch. An assessment was made of the role of State leg- 
islatures in reviewing and controlling Federal grant funds 
received by the States. 
Findings/Conclusions: Many State legislatures have been 
discouraged from becoming involved in the allocation or 
oversight of Federal grant funds because of their perception 
that they have no legitimate role. The absence of State IeQ- 
islative involvement adversely affects Federal interests, 
since neutrality may be impaired when explicit functions are 
assigned to only one branch of the State government 
without adequate recognition of the other branch. In addi- 
tion, Federal constraints on legislative responsibility work to 
diminish the moSt basic form of accountability in State gov- 
ernment, the legislative oversight of executive actions. Pros- 
pects for full State support and implementation of grant 
programs also suffer when legislatures are not involved in 
the programs. Despite Federal discouragement, some leg- 
islatures have involved themselves in various Federal grant 
programs. Contrary to expectations, legislative involvement 
has produced generally beneficial results, without causing 
delays or the loss of available grant funds. Enhancing the 
accountability of Federal programs to traditional State rep- 
resentative institutions enhances the long-range interests of 
Federal grant programs. Where State legislative involve- 
ment has been achieved, it has demonstrated that it clearly 
supports legitimate Federal interests. GAO believes that the 
primary responsibility for initiating legislative involvement 

must cotne from within the States themselves. 
Recommendations: Congress should amend the Intergov- 
ernmental Cooperation Act of 1968 to ensure that grant 
provisions assigning various administrative responsibiiies 
to State executive officials not be construed as limiting or 
negating the exercise of powers by State legislatures as 
determined by State law to appropriate Federal funds, to 
designate agencies to implement grant programs, and to , 
review State plans and applications for Federal assistance. 
The Director of the Office of Management and Budget 
(OMB) should issue a new directive to Federal agencies on 
providing assistance to State legislatures. OMB should ac- 
tively monitor agency implementation of this directive. The 
Director of OMB should also revise Circular A-95 to specifi- 
cally allow for legislative involvement and thereby help 
dispeil doubts as to the permissibiii of such involvement 

Agency Comments/Action 

The Senate Governmental Affairs Committee reported on a 
grant reform bill. S. 807, that included a crosscutting provi- 
sion clarifying that State legislation involvement is permissi- 
ble under Federal grant programs, based on GAO recom- 
mendations. Also, Senator l-latch provided for legislative in- 
volvement with the new block grants after reading the re- 

port- 

Appropriations 

State legislative involvemeht with Federal funds - Agency- 
wide 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Most Federal Agencies Have Done Little Planning for ADP Disasters 
(AFMD-81-16, 12-18-80) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: F.P.R. 101-35. F.P.R. 101-36.7. OMB Circular A-71. FIPS Pub. 31. 

Since most Federal agencies are extremely dependent on 
automatic data processing (ADP) systems, GAO reviewed 
the lack of effort among many Federal agencies to develop 
backup plans to maintain reasonable continuity of data 
processing support when normal ADP operations are dis- 
rupted. 
Findings/Conclusions: GAO found not only a lack of under- 
standing in the Federal Government of the importance of 
ADP backup planning, but also that agency top manage- 
ment has not fulfilled its responsibility for implementing the 
Office of Management and Budget (OMB) requirements for 
such plans. Of 55 activities reviewed, GAO did not find a 
single ADP backup plan which it considered adequate. 
Many activities only had written letters of agreement which 
were not sufficient. An adequate ADP backup plan should 
reduce the effects of a disaster by providing smooth, rapid 
restoration of an activity’s critical operations until a lost ADP 
system can be permanently replaced or recovered. A review 
of interagency agreements indicated that: agreements are 
not always current, fulfilling agreements puts the agency 
providing backup in a contingency mode, ADP backup ca- 
pability is not periodically tested to ensure compatibility of 
systems, most agreements contain only a single option, and 
agreements contain no guarantee that the backup equip- 
ment will be made available in the event of need. If operat- 
ing systems have been modified, additional backup prob- 
lems can be encountered. OMB has not provided the strong 
leadership needed to emphasize the importance of ADP 
backup planning and has not fulfilled its role in reducing the 
risk that loss of ADP capability in an emergency could keep 
agencies from meeting their responsibilities. 
Recommendations: The Director of OMB should: (1) estab- 
lish a mandatory requirement for each Federal department 

and agency to organize an ADP executive committee, with 
membership comprising top management, to enhance 
management’s involvement in ADP policies and responsi- 
bilities, as directed by Federal regulations; (2) reaffirm that 
Federal agencies should test their ADP backup plans 
periodically to ensure continuity of data processing support 
in an emergency; (3) request that Inspector General or 
internal audit groups within each Federal agency evaluate 
ADP backup plans, review tests and test results in accord- 
ance with OMB criteria, and report their evaluation to the 
ADP executive committee; (4) ensure that the Department 
of Commerce develops standards for ADP backup plans; 
and (5) issue policy cautioning against modifying operating 
system software because of the increased difficulties such 
modifications cause, particularly in the area of backup. 

Agency Comments/Action 

OMB agreed that backup planning deserves more em- 
phasis, and it plans to review agencies’ information needs 
on a life-cycle basis. This would include backup planning. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

In view of the importance of data processing to the delivery 
of most Federal services, the Committees may wish to in- 
quire as to the status of agency contingency planning for 
their ADP systems. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Proposed Changes in Federal Matching and Maintenance of Effort Requirements for State and Local Govern- 
ments 
(GGD-81-7, 12-23-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Intergovernmental Cooperation Act of 1968 (42 U.S.C. 4201). 

GAO explored the appropriateness of the Federal matching 
maintenance of effort requirements on State and local 
governments as a tool for attaining Federal policy objec- 
tives. 
Findings/Conclusions: GAO found that matching and 
maintenance of effort requirements are often not effective 
in accomplishing their intended purposes of generating 
State and local government fiscal and managerial commit- 
ments to Federal programs. Further, even when effective 
from this standpoint, the requirements can produce unin- 
tended adverse effects by distorting State and local priori- 
ties and screening out needy grantees. Consequently, 
changes are needed in both matching and maintenance of 
effort requirements. While more stringent requirements 
would promote Federal fiscal and managerial objectives, 
they could correspondingly jeopardize the ability of the in- 
tergovernmental grant system to promote State and local 
fiscal stability and to provide a minimum level of federally 
funded services nationwide. Maintenance of effort provi- 
sions are designed to prevent State and local grantees from 
reducing their spending in federally funded program areas. 
Their aggregate burden on State and local governments 
has become an important issue due to the rapid growth of 
matching Federal grant programs over the past 15 years as 
well as the recent wave of fiscal constraints and expenditure 
reductions faced by all levels of government. For this rea- 
son, their appropriateness and effectiveness have become 
important issues for the entire public sector. Matching re- 
quirements need to be used more sparingly and only where 
a clearly articulated Federal interest does not conflict with 
the broader purposes of Federal grant programs them- 
selves. 
Recommendations: Congress should use matching require- 
ments more sparingly in Federal programs and only after 
careful deliberation. Congress should amend the Intergov- 
ernmental Cooperation Act of 1968 (42 U.S.C. 4201) to 
enact a standard maintenance of effort requirement appli- 
cable to those grant programs where Congress wants to 
prevent fiscal substitution. Congress should make match 

rates more uniform wihin each functional area to avoid con- 
flicts that may impede the achievement of Federal objec- 
tives. In making such changes, Congress should consider 
how much latitude the States should have to modify 
federally determined matching requirements. Congress 
should, to facilitate making match rates more uniform, con- 
sider amending the Intergovernmental Cooperation Act of 
1968 to enable the President to propose plans to standard- 
ize match rates within functional program areas subject to 
congressional approval. The Director of the Office of Man- 
agement and Budget (OMB) should direct that OMB in- 
clude information on maintenance of effort requirements in 
the description of each Federal program listed in the Cata- 
log of Federal Domestic Assistance. 

Agency Comments/Action 

OMB agreed to include information on the maintenance of 
effort in the Catalog of Domestic Assistance. The Senate 
Governmental Affairs Committee reported on S.807, a bill 
which would provide for a standardized maintenance of ef- 
fort requirement for all Federal grant programs based on 
GAO recommendations. 

Appropriations 

Maintenance of effort requirements - Agency-wide 

Appropriations Committee Issues 

The Committees should assess whether the grant pro- 
grams contain maintenance of effort provisions which seek 
to assure that grantees will not use the Federal funds to re- 
place or substitute for their own funds. If substitution oc- 
curs, the Federal funds may not benefit the programs or ac- 
tivities intended by Congress. Also, the Committees should 
review whether matching requirements are really needed to 
control Federal outlays in view of the burdens imposed on 
State and local governments. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Proposals for Improving the Management of Federal Travel 
(FPCD-81-13, 12-24-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: H.R. 7072 (96th Cong.). 7 USDA Reg. 549. B-195331 (1980). 

GAO discussed the elements of a good travel management 
system; current policies and procedures to budget, monitor, 
and authorize travel in the Federal Government; the equity 
of different military and civilian travel reimbursement prac- 
tices; recent travel management initiatives; and the applica- 
bility of private sector travel policies and practices to 
Federal travel management. Travel in the Departments of 
Agriculture and the Army and the findings of congressional 
investigative staffs in the Departments of Labor and Health 
and Human Services and the Environmental Protection 
Agency were reviewed. 
Findings/Conclusions: Budgets are essentially based on 
past levels of travel expenditures. The lack of accurate data 
on the cost and purposes of travel can make travel budgets 
unreliable and travel unmanageable. The President’s 1981 
budget did not reflect all of the reductions in 1980 travel 
mandated by Congress. Loose authorization procedures 
and lax management attitudes have hindered effective trav- 
el management. Department of Agriculture employees use 
general travel authorizations beyond the scope intended for 
their use. Agriculture has delegated trip approval to first-line 
supervisors who may not be aware of the agency’s priorities 
and travel funds’ availability. Congress has cited numerous 
examples of questionable travel practices in the Depart- 
ments of Labor and Health and Human Services and in the 
Environmental Protection Agency. These include unjustifed 
use of first-class accommodations, frequent use of personal 
leave in conjunction with official travel, retreats held for top 
managers attended largely by headquarters personnel, and 
questionable need for travel by secretaries. Similar abuses 
of conference travel have been reported at the General Ser- 
vices Administration. Different statutes, written by different 
authorities, established travel entitlements for civilian and 
uniformed personnel and, as a result, they receive different 
entitlements for similar travel. Differences also occur when 
Congress does not simultaneously raise the per diem ceil- 
ings for the two groups. 
Recommendations: The Secretary of Agriculture should (1) 
restrict the use of general travel authorizations to those em- 
ployees whose work requires frequent temporary duty trav- 
el: and (2) require written authorization for all other travel. 
The Director of the Office of Management and Budget 

(OMB) should bring to the attention of top agency officials 
the agency managers’ lack of compliance with Federal trav- 
el policies and direct the top officials to make sure these 
managers follow these policies. The Administrator of Gen- 
eral Services and the Per Diem, Travel, and Transportation 
Allowance Committee should take actions to eliminate the 
differences in boundaries and maximum rates for high rate 
geographical areas. The Director of OMB should revise 
budget guidelines to (1) focus more specifically on the pur- 
pose of each kind of travel and require heads of depart- 
ments and agencies to revise their reporting and budgeting 
systems accordingly; and (2) require that agency Inspectors 
General and internal auditors periodically test the accuracy 
of travel costs reporting. The Secretary of Defense should 
propose a legislative package to (1) provide authority for a 
househunting trip for uniformed personnel under orders for 
a station transfer in the conterminous United States; (2) 
provide a temporary lodgings and subsistence allowance in 
lieu of basic quarters and subsistence allowances when uni- 
formed personnel occupy temporaty quarters incident to a 
move within the United States, its possessions and terri- 
tories, and Puerto Rico; (3) replace the mileage allowance in 
lieu of transportation and station transfer mileage allowance 
with a mileage reimbursement plus per diem for uniformed 
members and their dependents on temporary duty and sta- 
tion transfer travel; and (4) set maximum per diem rates in 
title 37 by reference to title 5, United States Code. 

Agency Comments/Action 

An OMB-directed task force on travel is acting on the GAO 
recommendations. 

Appropriations 

Travel - Various agencies 

Appropriations Committee Issues 

The Committees should consider how to promote sound 
policies and procedures to budget, monitor, and authorize 
travel in the Federal Government. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

The Office of the Special Counsel Can Improve Its Management of Whistleblower Cases 
(FPCD-81-10, 12-30-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. P.L. 96-304. 

A review was undertaken of the Office of the Special Coun- 
sel, within the Merit Systems Protection Board, to determine 
how the Office is implementing its responsibilities. Two of 
the significant responsibilities of the Special Counsel are to: 
(1) establish procedures to insure that allegations of wrong- 
doings are properly investigated in the executive branch; 
and (2) protect from reprisals those employees who dis- 
close information about agency wrongdoings. 
Findings/Conclusions: in its review, GAO found that there is 
no system in the Office of Special Counsel to insure that 
cases are processed in a timely manner. As a result, delays 
are common in every phase of case processing. One of the 
major causes for delays in processing is the lack of an ef- 
fective case-tracking and case-monitoring system. The 
currentiy used index card file system has not provided a 
means for effectively monitoring, managing, and tracking 
not only whistieblower cases, but also the other types of 
complaints received by the Special Counsel. Additionally, 
GAO found that the Special Counsel did not monitor either 
the implementation, timeliness, or effectiveness of the ac- 
tion taken or proposed by the agencies and that there was 
confusion about the role and responsibility of the Special 
Counsel. Further, the Special Counsel has not insured that 
a whistleblower’s allegation is always understood and com- 
municated to the agency invoived. 

Recommendations: The Special Counsel should control its 
caseload by placing a high priority on improving its case 
tracking/monitoring system. The Special Counsel should 
improve communication with whistleblowers to assure that 
their allegations are clearly understood and that they are 
kept informed of the progress of their cases. The Special 
Counsel should follow up on agency reports responding to 
whistleblower allegations and actively encourage com- 
plainants’ evaluations and comments to these reports. The 
Special Counsel should place greater emphasis on en- 
couraging Federal employees to disclose wrongful activities 
by more clearly informing agencies and employees of its 
role in receiving whistiebiower complaints. 

Agency Comments/Action 

The Office of the Special Counsel is addressing ail of the 
GAO recommendations. 

Appropriations 

Salaries and expenses - Merit Systems Protection Board, 
Office of the Special Counsel 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIAtiONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Disappointing Progress in Improving Systems for Resolving Billions in Audit Findings 
(AFMD-81-27, I-23-81) 

Budget Function: Financial Management and information Systems Internal Audit (1103) 
Lagislatlve Authority: Supplemental Appropriations and Rescission Act of 1980 (P.L 96-304). OMl3 Circular A-73. 

The Federal Government is losing billions of dollars in un- 
resolved audit findings. A study was made to see if agencies 
have implemented effective audit resolution systems that 
meet the Ofhce of Management and Budget’s (OMB) re- 
vised guidelines and GAO and House Committee on Gov- 
ernment Operations recommendations. 
Findings/Conclusions: Although agency systems for resolv- 
ing audit findings have improved somewhat, the overall 
progress has been disappointing. An increase in the 
amount of unresolved findings indicates that the problem is 
worsening. Of the majority of audit findings examined, offi- 
cials failed to act promptly or properly to correct problems 
or improve operations. The audit resolution systems of the 
agencies reviewed lacked provisions for: (1) maintaining ac- 
curate records of findings until final disposition; (2) estab- 
lishing adequate accounting and collection controls over 
amounts determined to be due as a result of an audit; (3) 
elevating disagreements and delays to an independent ar- 
biter; (4) providing complete and accurate reports to man- 
agement; (5) applying OMB Ciicular A-73 to all audits; (6) 
deciding the disposition of audit findings within 6 months 
and establishing final resolution schedules; (7) ensuring 
that decisions to reject findings are consistent with laws and 
regulations; and (8) coordinating corrective action with oth- 
er affected agencies. 
Recommendations: The heads of Federal agencies should 
(1) further improve audit resolution policies, procedures, 
and practices to comply with the intent and spirit of OMB 
guidelines, designating a top level manager to coordinate 
these efforts and prepare progress reports for OMB; (2) take 
legal or administrative actions against the parties involved 
whenever audit findings concern fraud, waste, or abuse of 
Federal funds; and (3) make the timeliness and quality of 
audit resolution a written performance standard and a fac- 
tor in determining bonuses for Senior Executive Service 
members and merit pay for supervisors. The Inspectors 
General and directors of audit .agencies should develop 
internal organizational procedures and controls for efficient 
and effective planning, coordinating, reviewing, and report- 
ing of audit work and audit followup activities in accordance 
with GAO and other professional standards. The Director of 
OMB should include oversight of agency audit resolution 
practices in the budget review process to provide (1) an as- 

sessment of progress in establiihing, revising, and imple- 
menting resolution systems; (2) an adjustment of agency 
budget allowances where appropriate; and (3) a report to 
the chairpersons of the House and Senate Committees on 
Appropriations on progress and action plans. The Director 
should also clarify Ciiar A-73 so that (1) it provides that 
periodic reports to agency heads include complete details 
on the resolution of findings and on the age and amounts 
of unresolved Bxlings; (2) it applies to all audit reports, in- 
cluding contract, subgrantee, and regulatory audits; and (3) 
written determinations and the legal basis for noncon- 
currence with audit recommendations apply to both pro- 
cedural and monetary findings. 

Agency Comments/Action 

The House Committee on Government Operations con- 
ducted hearings in June and July of 1981 to determine 
agencies’ progress in implementing the report’s recom- 
mendations. OMB generally agreed with the report and 
agreed to oversee agency progress in implementing the 
recommendations. The Department of Defense issued new 
directives in January of 1981 for improved resolution of 
contract audit recommendations, the Department of Agri- 
culture issued improved directives for audit resolution, and 
the Department of Commerce is presently taking action to 
improve its resolution system. The Inspectors General are 
also addressing audit resolution problems through the 
President’s Council on Integrity and Efficiency in Govem- 
merit 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The Committees should determine whether agencies have 
implemented Section 305 of the Supplemental Appropria- 
tions Act of 1980 (P.L. 96-304), which requires agencies to 
resolve pending audits no later than September 30, 1981, 
and to decide on the disposition of any new audits involving 
questioned costs within 6 months. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

Government-Wide Guidelines and Management Assistance Center Needed To improve ADP Systems Develop- 
ment 
(AFMD-H-20, 2-20-M) 
Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). P.L. 96-74. OMB Circular A-7 1. 

In more than 57 reports in the past 10 years, GAO has iden- 
tified management weaknesses in the design and develop- 
ment of large, complex Federal data processing systems. 
GAO suggests a framework of principles and procedures 
for managing systems development which could be the 
basis for issuing Government-wide guidelines. The earlier 
recommendation that a management assistance center for 
computer software and systems development be estab- 
lished was reiterated. 
Findings/Conclusions: GAO found that better management 
could have saved nearly $300 million in just 10 of the sys- 
tems reviewed. At several agencies, development efforts 
were frequently unsuccessful because they had guidelines 
which were incomplete, not fully implemented, or not fol- 
lowed in actual practice. Some Federal agencies do not 
have sufficient and effective top management involvement 
and direction and a strong central office to facilitate 
agency-wide planning, coordination, and control of ADP re- 
sources. Top managers at many agencies do not have the 
required knowledge and expertise to control systems devel- 
opment effectively. GAO believes that effective planning 
and management control are mandatory if Federal agen- 
cies are to obtain the most effective and efficient use of the 
over $6 billion they spend annually on systems develop- 
ment 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB) should require the head of each 
Federal agency to implement the guidelines. The Director 
of OMB should establish a management assistance center 
for computer software and systems development, financed 
by the General Services Administration (GSA) ADP Fund, 
and reporting to the Director through a chartered user com- 
mittee. The GSA Office of Software Development and the 
Federal Computer Performance Evaluation and Simulation 
Center should be consolidated into this new center. The 
Director of the Office of Management and Budget should 
issue Government-wide guidelines which will enable agen- 
cies to take a structured approach in developing ADP sys- 
tems. These guidelines should incorporate the manage- 
ment principles and procedures in appendix II. 

Agency Comments/Action 

OMB agreed that agencies have had difficulty in developing 
and managing automated systems but beliaved these prob- 
lems result from agency efforts to comply with a complex, 
and sometimes confusing, array of laws and policies 
governing the management of Federal computer re- 
sources. To the extent this is true, OMB believed that is- 
suance of guidelines would not correct the difficulties. How- 
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ever, OMB requested that GAO distribute the guidelines for 
comment and, if found appropriate, OMB would be willing 
to issue them. Concerning the establishment of a manage- 
ment information center, OMB pointed out that the National 
Bureau of Standards, GSA, and the private sector, among 
others, offer managerial and technical assistance to the 
agencies and, although willing to consider the consolidation 
of existing Federal assistance activities into a single organi- 
zation, it was not clear that existing services are inadequate. 
Furthermore, OMB had two concerns. First, P.L. 89-306 es- 
tablished that the Secretary of Commerce provide scientific 
and technological advisory services, and placing these 
functions in GSA would be duplic&!e or require a legisla- 
tive change. Second, the establishment of a management 
assistance center would place the Government in direct 
competition with the private sector, and OMB was not con- 
vinced that the benefits of a center outweigh its policy to 
rely on the private sector. OMB requested GAO analysis of 
the benefits of a single organization and the resource and 
staffing level GAO is recommending. On March 11, 1981, 
the Chairman of the House Committee on Government 
Operations wrote to the Director of OMB and the Adminis- 
trator of GSA requesting expedited action on the GAO 
recommendations. On April 23, 1981, the Director of OMB 
responded to the GAO report in letters to the Chairmen of 
the House Government Operations and Senate Govem- 
mental Affairs Committees. According to the response, 
OMB still has “substantial reservations about the recom- 
mendation to establish” a management assistance center 
under OMB. OMB states that it will consider the GAO 
recommended framework of principles and procedures for 
managing systems development in the course of *heir revis- 
ing OMB Circular A-7 1, “Responsibilities for the Administra- 
tion and Management of Automatic Data Processing Activi- 
ties,” and in implementing the Paperwork Reduction Act of 
1980 (P.1 96-5111). 

Appropriations 

Salaries and expenses - Executive Office of the President, 
Office of Management and Budget 

Appropriations Committee Issues 

The Appropriations Committees should consider placing 
up to $2 million of the $8.5 million funds authorized for im- 
plementation of the Paperwork Reduction Act of 1980 into 
the GSA Automatic Data Processing Fund for the purpose 
of implementing the GAO recommendations by financing a 
management assistance center through its revolving fund 



mechanism. Such a center could greatly aid OMB, GSA, 
and the top level management of most agencies by: provid- 
ing sophisticated management advice and independent 
system evaluations; producing draft information policies, 
standards and guidelines; and designing common function- 
al systems for use across Government Such purposes are 
specifically authorized by P.L. 96-511 sectons 3504(a), 
(b)(l)I (c)W, (d)(3), (e)(l), UN ), (f)(2), (g)(l), (d(3), (d(4 
(g)(5), (h)(3); 3503(1)(b), (l)(c), (2)(a), G’)(b); and 3511(a), 
(b), and appropriately financed by the GSA Automatic Data 
Processing Fund as authorized by P.L. 89-306. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOSTFEDEFIALDEPARTMENTSANDAGENCIES 

Federal Agencies’ Maintenance of Computer Programs: Expensive and Undermanaged 
(A FMD-81-25, 2-26-81) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). DOD Directive 7920.1. BOB Circular A-71. 

Computer software maintenance consumes a large share 
of the Federal Government’s automatic data processing re- 
sources. A review was performed of computer software 
maintenance operations at 15 Federal computer sites. 
Findings/Conclusions: Agencies have a limited overview of 
their software maintenance operations and have made little 
concentrated effort to effectively manage and minimize the 
resources required to maintain their computer software. Au- 
tomatic data processing managers have done little to identi- 
fy common causes of maintenance problems or reduce 
maintenance costs. The absence of maintenance manage- 
ment is due to the lack of a uniform definition of mainte- 
nance and the absence of Government-wide guidance on 
how to control software maintenance and reduce its costs. 
Modifications account for about half of the total mainte- 
nance workload. While some modifications are necessary 
to adapt software to changing user needs, others occur be- 
cause user needs were not properly identified in the first 
production version of the software. Agencies need to 
develop and implement policies and procedures which will 
increase maintenance efficiency and ultimately reduce the 
amount and cost of software maintenance required. 
Recommendations: The heads of Federal agencies should 
implement policies and procedures to increase the efficien- 
cy of the software maintenance operation and reduce the 
amount of software maintenance needed in the future. The 
heads of Federal agencies should identify and assign costs 
to resources expended for software maintenance. Account- 
ing and reporting of costs by area of management respon- 
sibility are fundamental steps in making individuals cons- 
cious of and responsible for the costs incurred within their 
area of control. The Secretary of Commerce, through the 
National Bureau of Standards, should develop and publish 
a standard definition of applications software maintenance 
for Government-wide use. The publication should list and 
define maintenance components suitable for use in record- 
ing costs, from which individual installations can use the 
parts that are relevant to them. The Secretary of Com- 
merce, through the National Bureau of Standards, should 

develop and publish guidance specifically and explicitly 
directed at techniques for reducing Federal software main- 
tenance costs. Pending such publication, GAO feels that its 
provisional checklist will be useful to installation managers 
who want to reduce their maintenance costs. The heads of 
Federal agencies should begin to manage software mainte- 
nance as a discrete function; that is, to consider mainte- 
nance as a high-cost area needing comprehensive man- 
agement policies that deal specifically with its issues. To ac- 
complish this, data gathering mechanisms must be put into 
place to provide management with information on the 
maintenance workload. The heads of Federal agencies 
should develop maintenance standards and goals as a 
means of evaluating maintenance efficiency and for use as 
a management tool. After carefully analyzing the current 
maintenance workload, management should set goals re- 
flecting the resource usage considered reasonable to main- 
tain the current inventory of software. Levels of resources a- 
bove these standards would be subject to management at- 
tention and subsequent action. Maintenance goals should 
reflect a lower level of resources expected to be attained by 
the use of techniques to reduce the need for future mainte- 
nance. 

Agency Comments/Action 

The National Bureau of Standards agreed to consider man- 
agement of existing software in future guidelines and stand- 
ards. 

Appropriations 

All Federal agencies 

Appropriations Committee issues 

The Committees may wish to improve the extent to which 
individual agencies have acted to improvr their manage- 
ment of this expensive area. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Federal CapitaL Budgeting: A Collection of Haphazard Practices 
(PAD-81 -19, 2-268I) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Postal Reorganization Act. Veterans’ Health Care Amendments of 1979 (P.L. 96-22). Mass Transpor- 
tation Assistance Act of 1970. Federal Public Transportation Act of 1978. Water Pollution Control Act. Clean Water Act of 

. 1977. P.L. 92-500. S. 2080 (96th Cong.). 

The Federal Government has enormous amounts of capital 
assets and helps fund State and local projects. Much of 
these federally owned and financed items are deteriorating, 
and the Government is faced with the prospect of either 
repairing or rehabilitating them, or risking a staggering re- 
placement burden in the future. industry and most States 
and municipalities follow a capital budgeting procedure, but 
the Federal Government does not. A study was conducted 
of capital investment data and the planning and budgeting 
experiences of numerous public and private organizations. 
Findings/Conclusions: GAO concluded that a policy-level 
approach to capital investment must be added to the Fed- 
eral Government’s decisionmaking process, and sound, 
up-to-date information is needed to support that approach. 
Government agencies need to closely monitor the imple- 
mentation of capital investment programs, audit their 
results, and check the condition of operating facilities and 
equipment. GAO found that deteriorating public capital as- 
sets are partly the result of State and local neglect. Federally 
owned assets appear to be in better condition than State 
and local assets, but they too suffer from obsolescence and 
deterioration. The Postal Service was the agency which had 
the most desirable planning, budgeting, and control 
features that could be readily adopted by other Federal 
agencies. Many factors have contributed to the problems of 
capital investment in the Federal Government: managers’ 
views, congressional authorization and budgetary pro- 
cedures, limited resources available for capital, and too little 
monitoring or oversight of ongoing and completed capital 
projects. Short-term strategies are implemented in capital 
investment areas, increased costs of Federal capital pro- 
grams are passed on to States without recognition, and no 
effective national capital improvement plan exists. Conse- 
quently, the Federal Government’s ability to stop the decline 
of physical capital is severely limited. Uncontrollable outlays 
have reduced the funds available for physical capital invest- 
meI its. 
Recommendations: The congressional oversight commit- 
tees should require executive reports to focus on broad pol- 
icy decisions (timed to congressional cycles) before 
Congress authorizes and funds individual projects. Reports 
should inform Congress of: (1) long-term needs, (2) status 
of projects already approved, (3) long-term plans for meet- 
ing needs, and (4) budget year plans addressing long-term 
needs. The congressional oversight committees should 
consider capital investment programs in a way that will not 
penalize the programs because they are fully funded in the 
first year they are begun. So that valid program compari- 
sons can be made, Congress and the executive agencies 

should regularly use longer-term costs for the other pro- 
grams in the budget. The congressional oversight commit- 
tees should set realistic goals and information requirements 
for policies, programs, and projects so the public is aware 
of the condition of the Nation’s infrastructure and what is 
going to be done. The committees should grant the ad- 
ministrators of Federal agencies the authority and re- 
sources to render congressional goals and expectations 
plausible. Requisite authority and resources should be set 
out in legislation and in committee and Federal agency re- 
ports to minimize the gap between expectations and what is 
feasible. When resources are limited, this would involve ex- 
plicitly reducing goals to match resource levels. The con- 
gressional oversight committees should consider the finan- 
cial ability of State and local governments to operate and 
maintain capital facilities built mainly with Federal funds. If 
the financial ability of the State or local government is ques- 
tionable, the committees should consider (1) requiring the 
States or localities to prove financial ability; (2) financing 
part of the operations and maintenance costs, as in the 
case of mass transit grants; or (3) not implementing the 
projects. The views of State and local governments and 
Federal agencies on these alternatives should be explained 
in agency budget justifications and in agency comments on 
proposed legislation. Both Congress and the executive 
branch should specify the information and analytical sup- 
port they need from Federal managers. Congress should 
give a Senate and a House committee the policy-level over- 
sight responsibility for Federal capital investment and for 
assessing infrastructure needs and conditions. A com- 
ponent of the Executive Office of the President should be 
designated as a focal point for executive policy directions. 
The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President 
should devise and propose to Congress a strategy and es- 
tablish an overall policy for the Nation’s infrastructure needs 
and physical capital development. Such a strategy should 
take into account: (1) maintenance of facilities not outdated 
to minimize future costs: (2) planned obsolescence, aban- 
donment demolition, or salvage of specific facilities; and 
(3) construction or renovation to meet technological and 
program needs. The President’s Domestic Policy staff, or a 
newly established group within the Executive Office of the 
President should work with lead Federal agencies and OMB 
to ensure that consistent management practices and poli- 
cies are adopted by all Federal agencies and priorities are 
set for the Nation’s capital investment projects. The Office 
of Management and Budget should build linkages between 
oversight and audit., evaluation, and planning functions by 
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requiring Federal agencies to conduct periodic post-audits 
of capita1 assets to assess (1) the condition of the infrastruc- 
ture of interest to the agency, (2) the projected require- 
ments for the infrastructures within the agency’s area of 
responsibility, (3) the effectiveness of maintenance stand- 
ards, and (4) the plans for infrastructure development within 
the agency’s area of responsibility. The President’s Domes- 
tic Policy staff, or a newly established group with the Execu- 
tive Office of the President should work with Federal agen- 
cies and State and local organizations to make sure that 
federally financed physical capital is adequately maintained. 
The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President 
should take an active part in reviewing Federal agencies’ 
budgets as they pertain to capital investment and work with 
OMB to ensure that stated capital investment policies and 
strategies are fully considered. The President’s Domestic 
Policy staff, or a newly established group within the &ecu- 
tive Office of the President should work with lead Federal 
agencies to review and streamline the guidance on analyses 
used to justify capital projects. The streamlined guidance 
should ensure that all agencies, before requesting project 
approval, conduct analyses of life cycle costs for all capital 
projects and analyses of alternatives for meeting capital 
needs. The President’s Domestic Policy staff, or a newly es- 
tablished group within the Executive Office of the President 
should, in January of each even-numbered year, submit to 
Congress a 4-year outlook report summarizing the plans for 
at least 4 future years of Federal capital investment pro- 
grams and their expected contributions to the Nation’s in- 
frastructure. The President’s Domestic Policy staff, or a 
newly established group within the Executive Office of the 
President should work through State and local organiza- 
tions to develop periodic assessments of the condition of 
federally financed physical capital that is owned by State 
and local governments. The Office of Management and 
Budget should direct Federal agencies that acquire or fi- 
nance physical capital to explain in their annual budget to 
Congress the relationships of their proposals to the long- 
range capital needs and investment plan, and to the priori- 
ties contained in the 4-year outlook. The Office of Manage- 
ment and Budget should build linkages between oversight 
and audit, evaluation, and planning functions by requiring 
Federal agencies to analyze completed capital projects to 
verify that the project is accomplishing its intended pur- 
poses. The President’s Domestic Policy staff, or a newly es- 
tablished group within the Executive Office of the President 
should provide leadership and guidance to Federal agen- 
cies to tailor their report information to meet the specific 
needs of the President and Congress for decisions on capi- 
tal investment policy, legislation, and budget analysis. 
Leadership and guidance should take the form of: (1) re- 
quiring the Federal agencies to develop, use, and submit 
(timed to the budget cycle) capital investment information 
focusing on identification of long-term needs, long-term 
plans for meeting needs, a budget-year plan addressing 
long-term needs, and the status of projects previously ap- 
proved; and (2) summarizing information on Federal capital 
investment activities and submitting it to Congress with the 
President’s budget. 

Agency Comments/Action 

All of the organizations reviewing the GAO report, except 
the Office of Management and Budget (OMB), generally 
agreed with its message. In May 1981, OMB said that it con- 
tinued to disagree fundamentally with the philosophy of the 
report and many of its recommendations. OMB prefers a 
program-by-program approach to capital investment rather 
than an overall policy approach. OMB does not agree that 
because the Federal Government has financed significant 
portions of State and local capital infrastructure that the 
Federal Government should necessarily protect this invest- 
ment. 

Appropriations 

All Federal departments and agencies with capital outlays 

Appropriations Committee Issues 

The Committees should be concerned that the Nation’s in- 
frastructure is sufficient to support economic development. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Funding Gaps Jeopardize Federal Government Operations 
(PAD-81-31, 3-3-81) 

Budget Function: General Government (0800) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974 (P.L. 93-344). Antideficiency Act (31 
U.S.C. 665(a)). P.L. 96-86. P.L. 96-123. P.L. 96-369. U.S. Const. art. I, 9. H. Res. 470 (96th Cong.). H. Res. 446 (96th Cong.). 
H.R. 5720 (96th Cong.). H.R. 5995 (96th Cong.). H.R. 5955 (96th Cong.). H.R. 5704 (96th Cong.). H.R. 2289 (96th Cong.). 
S. 337 (96th Cong.). S. 1884 (96th Cong.). S. 2124 (96th Cong.). B-197841 (1980). 

Interruptions in Federal agency funding at the beginning of 
the fiscal year and operating on continuing resolutions have 
become the norm rather than the exception. During the 
normal deliberations process on appropriations for fiscal 
year 1981, it became clear that a funding gap might 
develop. In response to the President’s request for an opin- 
ion on the Antideficiency Act, the Attorney General ruled 
that the Act requires agencies to terminate all operations 
when their current appropriations expire. In addition, the At- 
torney General stated that the Department of Justice would 
strictly enforce the criminal provisions of the Act in cases of 
future willful violations. 
Findings/Conclusions: Agencies were uncertain how to 
respond to the Attorney General’s opinion and what activi- 
ties they would be able to continue if appropriations expired. 
In addition, guidance from Justice and the Office of Man- 
agement and Budget was inconsistent, and neither provid- 
ed clear instructions for agencies to follow. There are many 
approaches to the problem of funding gaps: (1) Congress 
could enact permanent legislation authorizing agencies to 
incur obligations but not expend funds for continued opera- 
tions during periods of expired appropriations; (2) the An- 
tideficiency Act could be amended to allow agencies to in- 
cur obligations for continued operations when appropria- 
tions expire; (3) the rules of both Houses could be amended 
to require all appropriations acts to include language 
conferring authority to continue to incur but not liquidate 
obligations at the level authorized until superseded by 
another funding measure; (4) limitation and legislative rid- 

ers on appropriations bills and continuing resolutions could 
be forbidden or made to require a two-thirds vote for pas- 
sage; or (5) continuation of the pay of Federal civilian and 
military employees could be provided for in periods of ex- 
pired appropriations. 
Recommendations: Congress should consider shifting 
more programs to authorization and appropriations cycles 
of 2 or more years. Congress should consider establishing 
and adhering to a reserve for fall and spring adjustments for 
emergencies and uncontrollable cost growth. Congress 
should enact permanent legislation to allow all agencies to 
incur obligations, but not expend funds, when appropria- 
tions expire (except where program authorization has ex- 
pired or Congress has expressly stated that a program 
should be suspended during a funding hiatus pending fur- 
ther legislative action). 

Appropriations 

Various agencies 

Appropriations Committee Issues 

During the past 20 years, 85 percent of the appropriations 
bills have not been passed on time. This causes problems 
in operations. GAO believes that Congress could enact per- 
manent legislation authorizing agencies to incur obligations 
but not to expend funds during periods of expired appropri- 
ations. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

President’s Sixth Special Message for FY 1981 
(OGC-81-7, 4-13-81) 

Budget Function: Impoundment Control Act of 1974 (1005) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974. Department of Housing and Urban 
Development-Independent Agencies Appropriation Act, 198 1 (P.L. 94-524). 

The President’s sixth special message for fiscal year 1981 Recommendations: Congress should adopt an impound- 
proposed three new rescissions of budget authority, 24 new ment resolution which disapproves deferrals D81-95 and 
deferrals, and revisions to five previously reported deferrals. D81-96 on the basis that they are unauthorized under the 
Flndlngs/Conclusions: Except for some areas noted, GAO Impoundment Control Act. 
identified no additional information that would be useful to 
Congress in its consideration of the President’s proposals 
and believes that the proposed deferrals are in accordance 

Appropriations 

with existing authority. Independent agencies 



AGENCY-WIDE MATTERS AFFECTING APPRQPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS AND AGENCIES 

Fraud in Government Programs: How Extensive Is It and How Can It Be Controlled (Volume Z) 
(AFMD-81-57, 5-7-81) 

’ Budget Function: Financial Management and Information Systems (1100) 
Legislative Authority: False Claims Act (Against Government). Budget and Accounting Procedures Act of 1950. H.R. 4106 
(95th Cong.). H.R. 1526 (97th Cong.). 18-U.S.C. 287. 

GAO made a statistical analysis of over 77,000 cases of 
fraud and other illegal activities reported in 21 Federal 
agencies during the period of October 1, 1976, through 
March 31, 1979. 
Findings/Conclusions: The loss to the Government on the 
77,000 cases would total between $150 and $220 million. 
This loss is only what is attributable to known fraud. It does 
not include the cost of undetected fraud which is probably 
much higher, because weak internal controls allow fraud to 
flourish. It also does not include cases invoiving Federal 
funds where State and local jurisdictions had primary inves- 
tigatory responsibility. Losses due to fraud and related ille- 
gal activities are seldom recovered. Fraud erodes public 
confidence in the Government, undermines program effec- 
tiveness, and in some cases, affects public health and safe- 
ty. Government employees committed about 29 percent of 
the frauds included in the GAO study. Federal employees 
also detected the majority of the reported frauds. Four areas 
were especially prone to fraud: financial assistance to indi- 
viduals, inventory control and property management, mail 
service, and personal property management. For a variety 
of reasons, the Justice Department declined to prosecute 
61 percent of almost 13,000 cases referred by Federal 
agencies. Although Justice got a conviction or guilty plea in 
the majority of cases it did prosecute, the courts often 
suspended large portions of the sentences or granted pro- 
bation. Agencies did not always take administrative action 
against individuals who committed fraud, or took action 
which was ineffective. Since 1978, progress has been made 
in combating fraud by the establishment of offices of in- 
spectors general and Justice Department reorganizations. 

Recommendations: Congress should consider the merits of 
enacting legislation to allow agencies to assess civil mone- 
tary penalties against persons who defraud Federal pro- 
grams. The authority to assess such a penalty should be ef- 
fective when the Department of Justice declines to take 
criminal or civil action on the case. Congress should enact 
the Federal Managers’ Accountability Act of 1981. The De- 
partment of Justice should expedite completion of its draft 
legislation to give agencies the authority to levy civil mone- 
tary penalties and should submit the legislation to Congress 
for its consideration. 

Agency Comments/Action 

The Department of Justice stated that it generally shared 
the GAO concern that more needs to be done to prevent 
fraud and punish those who commit it The Department 
said it was in the final stages of reviewing a major legislative 
proposal to create an administrative civil penalty mecha- 
nism to address the area of program fraud throughout the 
Government 

Appropriations 

Multi-program - Government-wide 

Appropriations Committee Issues 

The Committees should consider whether the agencies are 
taking effective actions to reduce losses resulting from 
fraud and how effective agencies are in recovering losses 
due to fraud. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL 
OR MOST FEDERAL DEPARTMENTS OR AGENCIES 

Agency Printing Plunts--Choosing the Least Costly Option 
(PLRD-N-31, 6-19-81) 

Budget Function: General Government: Legislative Functions (0801) 

GAO reviewed selected agency printing plants to identify 
those issues which management needs to address to en- 
sure that printing is being done economically and efficient- 
ly* 
Findings/Conclusions: Even though printing plants in Fed- 
eral agencies produced over $234 million in printing in 
1980, management is not in a position to judge whether the 
current way of doing business is best or whether better al- 
ternatives exist More controls over agency printing plants 
are needed to determine: ( 1) if the plants are justified and at 
what levels of operation; and (2) the best alternatives availa- 
ble for accomplishing in-house printing needs. 
Recommendations: The Chairman of the Joint Committee 
on Printing should develop, along with the agencies and the 
Office of Management and Budget, a long-range plan for 

(1) examining printing needs and capabilities on a geo- 
graphical basis and (2) selecting those alternatives that 
would ensure service at a reasonable cost The Chairman 
of the Joint Committee on Printing should require Federal 
agencies to review the need for their printing plants and to 
rejustify the plants’ continued existence at current operating 
levels. The agencies should also certify that they have con- 
sidered other options, such as interagency support and that 
they have selected the least co&y viable option. In support 
of these actions, GAO suggests that the Committee work 
with the agencies to establish better criteria for identifying 
commercially procurable work 

Appropriations 

Operation and maintenance - Government Printing Office 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPIUATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Shh~s, progress, and Problems in Federal Agency Accounting During Fiscal 1980 
(AFMD-81-58, 6-25-81) 

Budget Function: Financial Management and Information Systems: Review and Approval of Accounting Systems (I 102) 
Legislative Authority: Accounting and Auditing Act. H.R. 1159 (90th Cong.). 31 U.S.C. 66a. 

The head of each executive agency is responsible for estab- 
lishing and maintaining systems of accounting and internal 
controls that conform to the principles, standards, and relat- 
ed requirements prescribed by the Comptroller General. 
GAO examines the accounting principles and standards 
prescribed by an agency as the basis for its accounting sys- 
tem and those procedures and practices that will be fol- 
lowed to perform the agency’s accounting to determine 
whether the system is in conformance with approved princi- 
ples and standards. GAO also reviews the accounting sys- 
tem in operation from time to time to see that it is being 
operated in accordance with the approved design and is 
serving management’s needs. 
Findings/Conclusions: As of September 30, 1980, 297 of 
301 systems identified by the agencies as being subject to 
GAO approval were covered by approved accounting prin- 
ciples and standards. Only 193 of the 301 system designs 
have been approved by the Comptroller General. The 108 
unapproved systems include some of the largest and most 
important ones and account for the expenditure of more 
than half the Federal budget. A large number of the ap- 
proved systems were approved over a decade ago, and 
most of these systems have undergone revisions and 
should be submitted for reapproval. Congress should en- 
sure that agencies have adequate resources to improve and 
qualify their systems for approval. In many cases, an agency 
installs and begins operation of a system without GAO ap- 
proval, and GAO finds that the system lacks important 
features and is therefore not approvable. When a perform- 
ance measurement system is integrated with an accurate 
time and cost reporting system, efficiency of operations is 
measurable. GAO has encountered many major accounting 
problems, such as inadequate property and cost account- 
ing, ineffective fund control, and improper accrual account- 

ing, which prevent approval of systems. Some agencies do 
not adequately document their system designs in a manner 
that would assist them in operating and maintaining their 
systems and permit an orderly evaluation. It has been diffi- 
cult during the development and documentation process to 
convince agencies to seek GAO assistance. Some agencies 
make changes in their documentation to get GAO approval 
and then do not implement them. 
Recommendations: Congress should, when an appropria- 
tion is requested, require the head of each agency to report 
on the status of and progress made toward gaining GAO 
approval of its accounting systems. 

Agency Comments/Action 

The report does not include any recommendations for 
agency action and it was not sent to the agencies for com- 
ment. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The recommendation made in this report has been includ- 
ed in Section 4 of the “Federal Managers’ Accountability 
Act of 1981.” The bill (H. R. 1526) was recently passed by 
the House. A similar bill called the “Financial Integrity Act of 
1981” is now being considered in the Senate but does not 
include a provision similar to the GAO recommendation. 
GAO supports the inclusion of Section 4 of the “Federal 
Managers’ Accountability Act of 1981” in the final bill when 
the two bills are considered in conference. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Civil Agencies Shod Save Millions by Recovering Silver From Photographic Wastes 
(PLRD-81-48, 7-31-81) 

Budget Function: General Government: General Property and Records Management (0804) 

Many Government agencies continue to waste money and a 
valuable natural resource by discarding silver-laden photo- 
graphic wastes. By using inexpensive and easy-to-operate 
equipment in their photographic laboratories, these agen- 
cies could recover silver that frequently is being poured 
down the drain. The Government saves money by recover- 
ing silver because its market value is far greater than the 
costs to recover it GAO conducted a review to determine 
whether problems continued with ineffective or nonexistent 
silver recovery programs in Government agencies. 
FlndingsEonclusions: Since a 1977 GAO report, the De- 
partment of Defense (DOD) improved its recovery effort by 
50 percent, while many civil agencies made few improve- 
ments. However, civil agencies could make a similar in- 
crease in savings if their recovery efforts improved. Of 44 la- 
boratories which GAO reviewed, only 12 effectively 
recovered silver, 13 partially recovered silver, and 19 did not 
recover any silver at all. GAO believes that millions of dollars 
could be saved annually by starting or improving recovery 
at all locations. Most civil agencies do not adequately recov- 
er silver from photographic wastes because: (1) they must 
spend time and money to recover but receive no direct 
benefit since proceeds from silver sales are normally re- 
turned to the Treasury; (2) many laboratory personnel are 
not aware of the benefits of recovery; (3) managers do not 
emphasize recovery; and (4) the General Services Adminis- 
tration has not fully supported the recovery program. Use of 
the existing DOD program by civil agencies would over- 
come most of the current problems. Civil agencies that join 
the system can save money by drawing sihrer from DOD 
and providing the silver as Government-furnished material 
to vendors supplylng items containing silver. DOD will also 
advise civil agencies on appropriate recovery techniques, 
furnish recovery equipment, train agency personnel, and 
provide collection locations for recovered sihrer. Internal 
controls over recovered silver should be strengthened be- 
cause of its high value and easy negotiability. 
Recommendations: The Administrator of Genera1 Services 
should clarify the Federal property management regula- 
tions to emphasize that silver recovery is required in all Gov- 
ernment photographic laboratories. The heads of Federal 

agencies should: (1) emphasize the importance of effective 
silver recovery to management officials having responsibili- 
ty for photographic laboratories; (2) require periodic inter- 
nal audits of photographic laboratories to identify waste and 
poor internal controls; and (3) join the DOD precious me- 
tals recovery program where this would be more cost effec- 
tive than starting and maintaining their own programs. The 
Secretary of Defense should take the necessary actions to 
accommodate additional civil agencies desiring to join the 
DOD program. 

Agency Comments/Action 

The 24 audited agencies generally agreed with the report’s 
conclusions and recommendations. The General Services 
Administration is currently revising the Federal Property 
Management Regulations to clarify that silver recovery is 
mandatory for Government photographic labs. The Depart- 
ments of Agriculture and Justice and the Bureau of the 
Census have already joined the DOD precious metals 
recovery program. Several other agencies are now in formal 
discussions with DOD to join the program. The Depart- 
ments of Justice and the Treasury and the Veterans Admin- 
istration have started agencywide audits to determine the 
effectiveness of their silver recovery programs. DOD will ac- 
comodate additional civil agencies as the need requires. 

Appropriations 

Property management - All Federal departments 

Appropriations Committee Issues 

The Committees should direct civil agencies to effectively 
recover sihrer from photographic wastes by encouraging 
internal audits of Government photographic labs and en- 
couraging agencies without effective recovery programs to 
join the DOD recovery program. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALL 
ORMOSTFEDERALDEPARTMENTSANDAGENCIES 

Review of Government-Wide Contracting Systems for Film and Videotape Productions 
(PLRD81-61, 9-21-81) 

Budget Function: Procurement--Other Than Defense (1007) 
Legislative Authority: OMB Bull. 81-16. 

GAO reviewed the utilization and operation of the uniform, 
Government-wide contracting systems for film and video- 
tape productions. 
Findings/Conclusions: GAO found that the reports required 
to be submitted by agencies to the National Audiovisual 
Center are sometimes inaccurate, incomplete, and untimely 
and that the utilization of the contracting systems by Feder- 
al agencies could be improved. Complete and reliable data 
are still lacking on the number and value of film and video- 
tape productions being contracted for Government-wide. 
While agencies are required to annually submit these data 
to the National Audiovisual Center, officials of the Center 
have had problems getting agencies to submit timely and 
accurate reports, Audiovisual program managers at the 
agencies GAO visited do not verify data that they receive 
from &heir regional or field offices before summarizing and 
forwarding the data to the Center. Without some type of ver- 
ification, the data are of questionable accuracy and there- 
fore unreliable. Correcting the data accuracy problem is an 
important first step in correcting the apparent underutiliza- 
tion of the uniform, Government-wide contracting systems 
for motion picture and videotape productions. The DOD 
Directorate for Audiovisual Management Policy managers 
do not compare the number and value of contract awards 
made through the contracting systems with the total 
number and value of all Federal film and videotape con- 
tracting. Without making these comparisons, managers 
cannot identify agencies that consistently underutilize the 

contracting systems and cannot evaluate the reasons for 
underutilization. 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB) should direct Directorate manag- 
ers to compare the number and value of contract awards 
made through the uniform, Government-wide contracting 
systems with the total number and value of all Federal film 
and videotape contracting and to take corrective action 
where appropriate. The Director of OMB should request 
agencies to increase their efforts to provide accurate and 
complete data and urge them to verify their reports to in- 
sure completeness and accuracy. 

Agency Comments/Action 

GAO obtained unofficial oral comments from OMB, the Of- 
fice of Federal Procurement Policy, the DOD Directorate for 
Audiovisual Management Policy, and the National Audio- 
visual Center. They were all Iin general agreement with the 
findings and conclusions. No action has yet been taken by 
OMB as a result of the GAO recommendations. 

Appropriations 

Audiovisual production and contracting - All Federal agen- 
cies 
Procurement - All Federal agencies 
Operation and maintenance - All Federal agencies 
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VARIOUSDEPARTMENTSANDAGENCIES 

ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 
DEPAflTMENT OF JUSTICE 

Reducing Federal Judicial Sentencing and Prosecuting Disparities: A Systemwide Approach Needed 
(GGD-78-112, 3-19-79) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: S. 1437 (95th Cong.). H.R. 6869 (95th Cong.). 21 USC. 841. 18 US 4206. 28 U.S.C. 334. 18 U.S.C. 
4205. 18 U.S.C. 4254. 

Despite considerable attention, differences in the treatment 
of offenders continue to be a problem throughout the Fed- 
eral criminal justice system. Although some differences in 
treatment are necessary, other disparities create doubt a- 
bout the fairness of the system. The most obvious occur at 
the time of prosecution and sentencing of defendants who 
have similar backgrounds and are accused of similar of- 
fenses. 
Findings/Conclusions: The major reasons that differences 
occur are due to the limited information available to officials 
exercising discretion and to the lack of guidance and cri- 
teria for those officials to use when exercising discretion. All 
areas of the criminal justice system lack such guidance. 
Due to the lack of data reporting procedures and an effec- 
tive reporting mechanism, only limited information is availa- 
ble for determining whether the type and length of sen- 
tences are adequate or whether statutes used in sentencing 
are appropriate. 
Recommendations: As the policymaking body for the Fed- 
eral judicial system, the Judicial Conference should: estab- 
lish appropriate policy guidance for judges to use at their 
discretion in sentencing decisions; establish a reporting and 
review mechanism to collect sentencing data and to study 
the adequacy of sentencing decisions; and request from 
Congress any legislative, statutory, or rule changes needed 
to improve the sentencing process. The Attorney General 
should usethe results of the ongoing assessments of the 
prosecutive disparities as a basis for: (1) establishing uni- 
form guidelines and procedures for all U.S. attorneys to use 
in deciding what violations of the criminal statutes to 
prosecute; (2) pr0viding’U.S. attorneys with policies and 
procedures to govern their use of plea bargaining so that 
consistency in plea bargaining can be achieved throughout 
all districts; and (3) establishing a reporting and review 
mechanism to collect data on prosecutive decisions and to 
study the adequacy of these decisions. 

Agency Comments/Action 

The Administrative Office of the U.S. Courts and the U.S. 
Parole Commission generally agreed with the report’s find- 
ings, conclusions, and recommendations. The Department 
of Justice shared the goals sought by the recommenda- 
tions but expressed concern over the method of developing 
certain issues. The Department recognizes the existence of 
disparity in criminal prosecutions and sentences, and is 
conducting three empirical studies relating to sentencing 
and prosecutive decisions. One study will lead to the devel- 
opment of proposals for insuring that prosecutive policies 
and practices are in accord with Federal law enforcement 
prior&&es and that unwarranted disparities in prosecutive 
decisions are minimized. Another study is expected to 
develop data that could be used to develop sentencing 
guidelines. Finally, a case weight study will provide data on 
the processing of cases which will determine the extent of 
disparity in litigative decisions. The Department has also 
proposed establishing the Bureau of Justice Statistics. 

Appropriations 

Department of Justice 
Administrative Office of the United States Courts 

Appropriation Committee Issues 

Congress should determine if Justice has developed: (1) 
sentencing guidelines: (2) proposals for insuring that 
prosecutive policies and practices are in accordance with 
Federal law enforcement priorities and that unwarranted 
disparities in prosecutive decisions are minimized; and (3) 
an information system for collecting data on prosecutive 
decisions. 
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VARIOCISDEPARTMENTSANDAGENCIES 

ADMINISTRATIVE CONFERENCE OF THE UNITED STATES 
DEPARTMENTOFENERGY 
FEDERAL ENERGY REGULATORY COMMISSION 
OFFICE OF PERSONNEL MANAGEMENT 

Additional Management Improvements Are Needed To Speed Case Processing at the Federal Energy Regulatory 
Commission 
(EMD-80-54, 7-H-80) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Department of Energy Organization Act (P.L. 95-91). Natural Gas Policy Act of 1978. Public Utility 
Regulatory Policies Act of 1978. Powerplant and Industrial Fuel Use Act of 1978. 18 C.F.R. 2.80. 18 C.F.R. 2.82. 18 C.F.R. 
1.1. 

Created as an independent regulatory agency within the De- 
partment of Energy (DOE), the Federal Energy Regulatory 
Commission (FERC) is primarily responsible to regulate 
directly or indirectly electric power, natural gas, and oil in 
interstate commerce. Under the law, it has also been as- 
signed most of the functions of the former Federal Power 
Commission, jurisdiction over oil pipeline rates, and other 
functions previously the responsibilities of the Federal Ener- 
gy Administration, the Energy Research and Development 
Administration, and other agencies. The Natural Gas Policy 
Act of 1978 imposed upon FERC new additional regulatory 
responsibility for 45 percent of the market for natural gas by 
bringing much of the previously unregulated intrastate mar- 
ket under FERC jurisdiction. Effective administration of 
these responsibilities is necessary to provide consumers 
adequate supplies of energy at reasonable prices and give 
energy producers the incentives necessary to increase 
domestic supplies. FERC carries out its assigned functions 
either through rulemaking or adjudicatory procedures. 
However, its ability to carry out its responsibilities has been 
severely hampered by an inefficient case management 
process; it has a backlog of more than 10,000 unresolved 
cases, some as old as 17 years. 
Findings/Conclusions: Despite the progress FERC has 
made toward improving case management, it needs to be 
even more aggressive in expediting case processing in each 
of its major case processing phases of technical analysis, 
hearings, and Commission decisionmaking. Two major fac- 
tors contributing to unnecessary delays in processing time 
are the large numbers of deficient or incomplete applica- 
tions received and the extensive delays in the preparation of 
environmental impact statements by FERC. Deficient appli- 
cations are caused by the FERC lack of clarity in defining 
the required data. Delays in completing environmental im- 
pact statements are attributable to poor interagency coordi- 
nation and inordinate delays in starting environmental re- 
views. While less than 1 percent of the FERC cases go to 
hearing, they include almost half of those having a signifi- 
cant impact on the Nation’s nonnuclear energy supplies 
and policy. The hearing process can take from 2 to 5 years. 
The principal cause of this delay was inadequate incentives 
for administrative law judges (AU) and for FERC itself to 
expedite the hearing process. Decisionmaking, the final 
phase of the caseload management process, often con- 

sumes one-half to three-fourths of total case processing 
time. Procedural problems collectively delaying this phase 
for over 1 year include: inefficient intermediate legal review 
procedures, inadequate managerial accountabililty for new 
cases and reconsiderations, and insufficient delegation of 
authority to expedite considerations of high priority energy 
decisions. 
Recommendations: FERC should: (1) impose reasonable, 
strict deadlines on applicant response time; (2) use fines 
and reject incomplete applications; (3) simplify and clarify 
applicant data requirements; (4) require its staff to begin 
preparing environmental impact statements immediately 
after its initial review of an application; (5) intensify its efforts 
to enter into written interagency coordination agreements; 
(6) seek the cooperation of its Chief AW in discouraging 
unnecessary delays during the hearing process by urging all 
law judges to evaluate requests more critically for time ex- 
tensions and to require all parties to a proceeding to file 
statements of issues and position prior to the commence- 
ment of hearings; (7) process cases through hearings by 
more strict adherence to rules on interlocutory appeals, im- 
posing reasonable deadlines on final FERC action for all 
settlements, and imposing a mandatory 30-day time limit 
on the total comment period for uncontested settlements; 
(8) improve the efficiency and effectiveness of legal review 
procedures by encouraging the heads of the Office of the 
General Counsel and technical staff offices to meet to 
resolve concerns and to establish constraints on the format, 
content, and support of staff input to the General Counsel; 
(9) encourage the Director of the Office of Opinions and 
Reviews (OOR) and the Chief AlJ to meet to resolve their 
mutual concerns and establish constraints on initial deci- 
sions: (10) review options for limiting and expediting the 
OOR review process; (11) revise OOR policy; (12) increase 
managerial accountability for cases pending final action or 
reconsideration; (13) increase the delegation of FERC au- 
thority for noncritical case decisionmaking; (14) increase 
the number of staff members designated as project manag- 
ers; (15) increase the accuracy, completeness, and efficien- 
cy of the present management information system by in- 
corporating data on average case processing time, central- 
izing subsystem data bases, supplementing the manual re- 
porting system, and fully automating the method for 
preparing monthly reports; (16) increase incentives for ex- 
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pediting case processing by establishing and enforcing tar- 
get dates and deadlines for ail parties to a case and seeking, 
new legislation to impose monetary penalties; and (17) ex- 
pand the use of generic rulemaking to prevent unnecessary 
relitigation of generic issues. Other recommendations are 
noted. Congress should require regulatory agencies such 
as FERC to develop ALJ performance standards and assign 
the responsibility for periodic evaluation of ALJ perform- 
ance to an organization other than the employing agency 
such as the Office of Personnel Management or the Admin- 
istrative Conference of the United States. 

Agency Comments/Action 

As of July 1, 1981, FERC had taken action consistent with 
several of the recommendations in this report. Specifically, 
it had: (1) reduced burdensome filing requirements and ei- 
iminated unecessary forms, (2) expedited the legal review 
process, and (3) delagated decisionmaking authority to its 
office directors for more than 3,000 routine matters, thus al- 
lowing the Commission more time for major issues. These 
actions wili significantly decrease paperwork, reduce legal 
and construction costs to private industry, and lower ulti- 
mate energy costs to consumers. FERC is in the process of 
taking additional actions on other recommendations. 

Appropriations 

Energy information policy and regulation - Department of 
Energy, Federal Energy Regulatory Commission 

Appropriations Committee Issues 

Congress should require regulatory agencies such as FERC 
to develop ALJ performance standards. 
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VARIOUSDEPARTMENTSANDAGENCIES 

ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 
DEPARTMENT OF JUSTICE 
JUDICIAL CONFERENCE OF THE UNITED STATES 

Better Management Can Ease Federal Case Backlog 
(GGL?-H-2, 2-24-N) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: Federal Magistrates Act. Speedy Trial Act of 1974. 

Actions necessary to deal with the civil case backlog in Fed- 
eral district courts were discussed. Processing a large 
volume of cases requires the development and enforce- 
ment of a case management system, the use of magistrates 
and clerks’ offices, and an adequate number of judges. 
GAO found that the degree to which the courts experienced 
a backlog problem correlated with the extent to which these 
key requirements were satisfied. Improved court administra- 
tion would minimize this problem. 
Findings/Conclusions: Courts were not taking full advan- 
tage of magistrates or personnel from the clerks’ oftices to 
assist in processing civil cases. Courts and judges that used 
the clerks’ offices for administering case management and 
docket control systems had fewer backlog cases. Many 
judges were unwilling to assign civil case duties to the mag- 
istrates because they: (1) believed that magistrates do not 
expedite the civil process since their decisions can be ap- 
pealed to the court; (2) wanted full control of all cases; and 
(3) believed that the opportunities for settlement were 
greater if they presided over all conferences. 
Recommendations: The Judicial Conference of the United 
States should develop a proposed amendment to the Fed- 
eral Rules of Civil Procedure to include maximum 
timeframes for the various steps in the civil process and re- 
quire each court to establish timeframes within these limits. 
The Federal Rules also should authorize a judge to waive 
the time limits for good cause shown, such as case com- 
plexity, and to establish alternate time frames where ap- 

propriate. The Judicial Conference of the United States 
should also encourage the district courts to better utilize 
their clerks’ offices in the administration of the courts, par- 
ticularly for case management and docket control systems, 
and encourage the district courts to make greater use of the 
magistrates as provided in the Federal Magistrate Act of 
1979. 

Agency Comments/Action 

The Administrative Office of the United States Courts, in its 
response to Congress on the recommendations contained 
in the report agreed with the recommendations, especially 
the recommendation that specific timeframes be estab- 
lished for processing civil cases. Further, the Administrative 
Office agreed that these timeframes be monitored and en- 
forced by the courts. However, the Administrative Office did 
not agree that modifying the Federal Rules of Civil Pro- 
cedure to establish timeframes was the appropriate vehicle 
for accomplishing the desired result. Nevertheless, the Ad- 
ministrative Office has referred the matter to the Advisory 
Committee on Civil Rules of the Judicial Conference for 
thorough review. 

Appropriations 

Salaries and expenses - Administrative Ofice of the United 
States Courts 
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ENVIRONMENTAL PROTECTION AGENCY 

Adequacy of EPA Resources and Authority To Carry Out Drinking Water Program Activities 
(CED-81-58, 4-23-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Safe Drinking Water Act (42 U.S.C. 300f et seq.). 

The Safe Drinking Water Act was passed in 1974 to safe- 
guard public drinking water supplies and to protect the pub- 
lic health. The Act directed the Environmental Protection 
Agency (EPA) to establish national drinking water regula- 
tions which set purity standards for drinking water. It also 
authorized EPA to grant States primary responsibility, or pri- 
macy, for enforcing the regulations and standards. GAO re- 
viewed the Safe Drinking Water Program administered by 
EPA Two items merit attention: (1) the adequacy of re- 
sources available for seiected Safe Drinking Water Program 
activities; and (2) the need to clarify EPA authority to carry 
out the activities of the Program. 

Findings/Conclusions: A comparison of resources available 
for program implementation and operation in primacy 
States versus nonprimacy States revealed a significant 
disparity. This disparity raised questions about equity and 
whether people liing in nonprimacy States were as well 
protected as those living in primacy States. Another indica- 
tion that EPA may not have sufficient resources available for 
nonprimacy State program activities was the disparity be- 
tween the resources EPA has spent and those resources 
nonprimacy States estimate are needed to effectively imple- 
ment a drinking water program. In a prior report, GAO stat- 
ed that, in nonprimacy States, the coverage by EPA may be 
severely limited as a result of resource constraints and may 
not meet the same standards that EPA requires for primacy 
States. It is the opinion of GAO that the Act does not clearly 
authorize EPA to can-y out the day-to-day operations of a 
drinking water program in States unwilling or unable to as- 
sume primacy. Rather, the EPA role under the Act should 
be one of supervision, oversight, and encouragement of 
States to assume primacy. EPA feels that the Act authorizes 

and requires it to establish such programs in nonprimacy 
States. Because of conflicting regulations, GAO was unable 
to definitely state that the EPA assumption is unwarranted 
or legally objectionable. The House Committee on Energy 
and Commerce and the Senate Committee on Environ- 
ment and Public Works should consider proposing amend- 
ments to the Act that would clarify EPA authority. 
Recommendations: The House Committee on Energy and 
Commerce and the Senate Committee on Environment 
and Public Works should consider proposing amendments 
to the Act which would clarify EPA authority to undertake 
the day-to-day operations of a drinking water program in 
nonprimacy States. Furthermore, should it be decided that 
EPA is authorized to undertake such a program, additional 
resources may be required to enable EPA to provide the 
same program coverage as it requires of the primacy 
States. 

Agency Comments/Action 

Agency comments were not required. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Approprlations Committee Issues 

If EPA authority to operate a safe drinking water program is 
clarified, EPA may require additional resources to provide 
the same program coverage as it requires of States which 
are delegated responsibility for operating a safe drinking 
water program. 



VAFUOUSDEPARTMENTSANDAGENCIES 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 

U.S. Strategy Needed for Water Supply Assistance to Developing Countries 
(ID-81 -51, 8-25-81) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (0151) 

A review was conducted of water resources development 
activities and problems in developing countries, especially 
those problems associated with providing community water 
supplies. The United States has not developed water poli- 
cies and strategies despite the fact that much of the billions 
of dollars in financial support for developing country water 
projects emanates either directly or indirectly from the Unit- 
ed States. 

Findings/Conclusions: Numerous problems and con- 
straints limit the progress that developing countries can 
make toward the United Nations’ (UN) goal to provide clean 
water and adequate sanitation for all by the year 1990. 
These major constraints involve funding; institutional and 
manpower needs; concentration of assistance in urban 
areas, even though the rural poor are in greatest need; and 
problems in maintaining facilities. Funding assistance 
needed will have to more than double and developing 
countries would have to double their own funding just to 
meet the minimum needed to meet the UN goal. Even if 
sufficient funds are provided, developing countries would 
not be able to use the funds efficiently and in time to meet 
the goal because of a lack of trained personnel. Most of the 
projects to date have been in urban areas. However, about 
70 percent of the population in developing countries lie in 
rural areas. Since developing countries decide themselves 
where the projects are to be located, the donors need to ex- 
ert influence to ensure that the rural areas receive at least a 
portion of the assistance given. Further, information is not 
systematically generated to apprise host governments and 
aid donors of water supply maintenance problems and proj- 
ects which need rehabilitation. Such information could be 
helpful in deciding how to make the best use of available 
funds for increased access to water supplies by poor people 
of developing countries. 

Recommendations: The Director of IDCA should establish 
reasonable and attainable interim goals during the U.N. Wa- 
ter Decade. These goals should be established on a 
country-by-country basis, consistent with country surveys of 

water resources and needs. The Director of IDCA should 
incorporate into loan agreements a requirement that 
developing countries provide funds for project mainte- 
nance. The Director of IDCA should emphasize use of bilat- 
eral and multilateral funds for water development activities 
and projects which will have a significant impact on the rur- 
al poor. The Director of IDCA should encourage external 
donors to provide incentives to developing countries which 
have demonstrated that they will maintain water supply and 
sanitation projects. The Director of IDCA should collect and 
maintain information which would systematically assess the 
condition of existing water supply and sanitation projects 
and suggest a program to help those in need of rehabilita- 
tion. The Director of IDCA should emphasize the need to 
fund programs for the institutional development and train- 
ing of maintenance personnel in those countries having the 
most critical needs. 

Agency Comments/Action 

Neither the Agency for International Development (AID) nor 
IDCA have responded formally to the GAO recommenda- 
tions. 

Appropriations 

Foreign economic and financial assistance - Agency for 
International Development 
Foreign economic and financial assistance - International 
Development Cooperation Agency 

Appropriations Committee Issues 

The United States contributes substantially through multi- 
lateral organizations to irrigation and hydropower develop- 
ment, yet information is inadequate for IDCA to decide 
whether policies and strategies are needed. The Commit- 
tees should ensure that AID and IDCA are acting to develop 
information on these water resource areas so that bileera 
and multilateral assistance is allocated effectively. 
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CEMTRAL IMTELLIGEMCE AGENCY 
DEPARTMEMY OF DEFENSE 
DEPARTMENT OF ENERGY 
GENERAL SERWCES AD&lMIPJIS-iRATION 
NATlONAh SECURITY COUMCiL 

0versight cf the Government’s Security Classification Program--Some Improvement Still AJeeded 
(LCD-81-13, Pi?-16-80) 

Budget Function: General Government: Genera! Property and Records Management (0804) 
Legislative Authority: Atomic Energy Act of 1954. National Security Act Executive Order 11652. Executive Order 12065. 
P.L. 86-36. 42 U.S.C. 2162. 

A March 1979 GAO report on executive branch oversight 
discussed the ineffectiveness of the Interagency Classifica- 
tion Review Committee in monitoring the Government’s in- 
formation security program. GAO made several recom- 
mendations to ensure that agencies comply with the provi- 
sions of the Executive order. 
Findings/Conclusions: As a result of the implementation of 
some of the recommendations, oversight of the program 
has improved. In some cases, however, the Information 
Security Oversight Office (ISOO) did not take the necessary 
actions to ensure effective agency compliance with the or- 
der. The staff has almost doubled, and more comprehen- 
sive inspections are being made. The Oversight Office’s first 
annual report was more informative than prior reports. The 
Oversight Office is not requiring agencies to submit com- 
plete statistics on the number of classification actions, de- 
classification categories assigned to information, mandato- 
ry review requests and appeals, individuals who classify in- 
formation, and classification infractions. It has taken no 
steps to implement the GAO recommendation that person- 
nel who are not original classifiers, but who apply classifica- 
tion markings on a derivative basis, be identified on the do- 
cuments. Oversight Office waivers granted to the Depart- 
ments of Defense and Energy allowing them to refrain from 
marking the classification level of each portion of a docu- 
ment containing both national security information and re- 
stricted or formerly restricted data covered by the Atomic 
Energy Act should be rescinded. Agencies have written 
directives which deny the Oversight Office access to 
records not specified in the Executive order on the basis of 
an Oversight Oftice directive which was intended to control 
unauthorized dissemination of classified information pro- 
vided by one agency to another. 
&?cornmendations: The Administrator of General Services 
should, in consultation with the National Security Council, 

direct IS00 to revise its instructions to require that person- 
nel who apply derivative classification markings be identi- 
fied on the documents. The Administrator of General Serv- 
ices should, in consultation with the National Security 
Council, direct IS00 to rescind the January 30, 1980, 
waiver to the Departments of Defense and Energy concem- 
ing portion marking national security information contained 
in documents that also contain restricted or formerly re- 
stricted data. The Administrator of General Services 
should, in consultation with the National Security Council, 
direct IS00 to revise section IV D of its implementing direc- 
tive to clarify that the only records that can be denied to 
IS00 in carrying out its oversight function are those whose 
disclosure would pose an exceptional national security risk. 
The Administrator of General Services should, in consulta- 
tion with the National Security Council, direct IS00 to work 
with agencies to develop cost-effective methods of accu- 
mulating and reporting program activity so that agency re- 
Ports contain complete information on (1) all classification 
actions, (2) the declassification categories assigned to clas- 
sification actions, (3) mandatory review requests and ap- 
peals, (4) the number of individuals who classify informa- 
tion, and (5) classification infractions. 

Agency Comments/Action 

The agencies did not agree with two of the recommenda- 
tions. The recommendation concerning a waiver of DOD 
and DOE is still under study. The revision of requirements 
by replacement of Executive Order 12065, now in process, 
could negate the recommendations. 

Appropriations 

Operating expenses - General Services Administration, Na- 
tional Archives and Records Service 
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VARIOUSDEPARTMENTSANDAGENCIES 

COMMUNITY SERVICES ADMINISTRATION 
DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF ENERGY 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
DEPARTMENT OF LABOR 
OFFICE OF MANAGEMENT AND BUDGET 

Internal Control Weaknesses Contributed to the Mismanagement and Misuse of Federal Funds at Selected Com- 
munity Action Agencies 
(AFMD-N-54, 7-10-81) 

Budget Function: Education, Training, Employment and Social Services: Social Services (0506) 
Legislative Authorlty: Economic Opportunity Act of 1964. OMB Circular A-102. OMB Circular A-l 10. Treasury Circular 
1075. 

In 1979, the Federal Government provided an estimated 
$1.5 billion to 897 community action agencies to develop 
and conduct programs aimed at eliminating poverty and 
aiding the poor. 

Findings/Conclusions: At 12 community action agencies, 
GAO found that over s 11 million of grant funds were being 
mismanaged or misused. The problems identified were in- 
dicative of weaknesses in the internal controls used to safe- 
guard Federal grant funds provided to these agencies. Ex- 
cess Federal cash had been used to earn interest income, 
had been diverted into unrecorded bank accounts, had 
been loaned to other grant programs, and had been used to 
subsidize non-Government activities. In addition, some ex- 
cess funds were embezzled. Some of the community action 
agencies have used hundreds of thousands of dollars to 
buy services and rent property from closely related organi- 
zations called service corporations. These transactions 
result in the loss of control over Federal funds and the cir- 
cumvention of restrictions on the use of grantee funds. 
Some agencies have charged expenses to more than one 
Federal grant. Some have not established property control 
systems to account for assets and have not safeguarded 
these assets. Assets have been lost, stolen, and improperly 
disposed of. Weaknesses in internal controls enabled the 
community action agencies that GAO reviewed to 
mismanage and misuse Federal grant funds. Agencies did 
not properly monitor cash balances. No policy instructions 
had been issued which specifically addressed the relation- 
ship of the agencies and their service corporations. Federal 
agencies responsible for administering similar programs 
have not coordinated their efforts, received reliable data on 
Federal reimbursements, nor enforced requirements for 
property and control systems. 

Recommendations: The heads of Federal departments and 
agencies that provide funds either directly or indirectly to 
community action agencies should (1) enforce the provi- 
sions of OMB Circulars A-102 and A-l 10 that deal with es- 
tablishing a strong system of internal controls at the grantee 
level; (2) develop a system for ensuring that grantees’ inter- 
nal controls are adequate to protect Federal funds from 
mismanagement and misuse; (3) develop systems to 

prevent grantees from claiming reimbursement for the 
same expense under more than one program; (4) follow 
current cash management policy and recover any excess 
funds being held by grantees: (5) impose sanctions against 
grantees who repeatedly maintain excessively high balances 
of Federal cash; and (6) ensure that grantees adhere to 
Federal standards relating to property management by 
periodically reviewing their property management systems. 
The Director of Community Services should (1) develop an 
overall policy governing the establishment of service corpo- 
rations or similar type organizations by community action 
agencies or their delegates and/or employees; (2) develop 
monitoring procedures for overseeing the implementation 
of this overall policy; and (3) review service corporations es- 
tablished by community action agencies prior to this new 
overall policy to determine if an arm’s length relationship 
exists between the two organizations. The Director of OMB 
should follow up on the Community Service Administra- 
tion’s efforts to regulate service corporations as part of the 
OMB budget review process and Financial Priorities Pro- 
gram. 

Agency Comments/Action 

The Office of Management and Budget (OMB) and the 
Departments of Agriculture, Energy (DOE), and Labor have 
submitted their 60-day responses to congressional commit- 
tees on actions being taken on the GAO recommendations. 
OMB stated that the GAO recommendation to them was no 
longer relevant because the Community Services Adminis- 
tration (CSA) would not exist after September 30,1981, and 
its grant program to community action agencies would be 
terminated. Agriculture indicated that, besides procedures 
and policies already in existence, its newly proposed Uni- 
form Federal Assistance Regulations (published in the Fed- 
eral Register on July 20, 1981) will cover several problem 
areas addressed by the GAO recommendations. Agriculture 
also stated that it is developing a procedure for resolving 
audits which reveal potential or actual reimbursement of the 
same expense by two or more Federal programs. Agricul- 
ture noted that these procedures have been reviewed by 
both Headstart and title XX staffs in the Department of 
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Health and Human Services and will be finalized soon. Agri- 
culture also stated that it is in the process of developing 
coordinated procedures with Labor. Agriculture stated that 
dual funding difficulties encountered with title XX will be 
resolved through the development of resolution procedures 
and guidance to its regional offices and State agencies. 
Agriculture also stated that it is unlikely that its Child Care 
Food Program grantees would have any excess funds be- 
cause that program is a reimbursement program, with limit- 
ed advances of ‘I or 2 months’ expenses sometimes being 
provided. GAO agrees. GAO findings indicated that most of 
the excess cash problems involved programs that provided 
cash advances rather than reimbursements. DOE con- 
curred with all of the GAO recommendations and indicated 
that it will rely on its procedures and policies currently in 
place plus the issuing of its Financial Assistance Procedures 
Manual as a means to act on the GAO recommendations. 
This manual is intended to provide grants management 
personnel a greater awareness of their responsibilities and 
provide procedures for fulfilling them. In its 60-day 
response, Labor concurred with all of the GAO recommen- 
dations, but did not indicate actions it planned to take on 
them. A Labor official informed GAO that Labor would only 
be taking action on excess funds because Labor was of the 
opinion that the GAO findings did not specifically apply to 
Labor, except in the excess funds area. 

Appropriations 

Child nutrition - Department of Agriculture, Food and Nutri- 
tion Service 
Social services - Department of Health and Human Serv- 
ices, Office of Human Development Services 
Social services - Department of Energy 
Employment and training assistance - Department of Labor 
Community planning and development - Department of 
Housing and Urban Development 

Appropriations Committee Issues 

The Committees should ensure that CSA, HHS, and HUD 
submit their 68day letters on this report as required by the 
Legislative Reorganization Act of 1970. The Committees 
should also assure themselves that HHS, the agency which 
will assume the CSA former funding responsibility for com- 
munity action agencies, is prepared to address the prob- 
lems associated with controlling Federal funds used by 
community action agencies in transactions with their close- 
ly related service corporations. In addition, the Committees 
should direct OMB to oversee the HHS efforts to address 
problems related to service corporations, 
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VARIOUSDEPARTMENTSANDAGENCIES 

COMMUNITY SERVICES ADMINISTRATION 
DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Federal Domestic Food Assistance Programs: A Time for Assessment and Change 
(CED-78-113, 5-13-78) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Community Services Act of 1974 (42 U.S.C. 2921 et seq.). Food Stamp Act of 1964 (7 U.S.C. 2011 
et seq.). Food Stamp Act of 1977 (P.L. 95-l 13). National School Lunch Act (42 USC. 1751 et seq.). Child Nutrition Act 
of 1966 (42 U.S.C. 1771 et seq.). Older Americans Act of 1965 (42 U.S.C. 3045 et seq.). 7 U.S.C. 612~. Agricultural Ad- 
justment Act of 1949 (7 U.S.C. 1431). Economic Opportunity Act of 1964 (42 USC. 2701 et seq.). Social Security Act of 
1935 (42 USC. 601 et seq.). Social Security Amendments of 1972 (P.L. 92-603, title Ill. 86 Stat. 1465). Economic Oppor- 
tunity Act of 1964 (P.L. 88-452, 78 Stat. 508). 

Thirteen major Federal domestic programs, costing several 
billion dollars annually, provide food or food-related assist- 
ance to needy Americans. The programs are administered 
by the Department of Agriculture, the Department of Health 
and Human Services (HHS), and the Community Services 
Administration (CSA). 
Findings/Conclusions: These programs have helped many 
people obtain more adequate diets. However, the large and 
accelerating costs of the programs, their piecemeal authori- 
zation and administration, and proposals for comprehen- 
sive welfare reform have created a need and opportunity to 
examine the programs’ interrelationships and effectiveness. 
Multiple participation in the programs, which is sanctioned 
in legislation, has created a situation in which benefits often 
exceed amounts average American families of comparable 
size spend for food. In addition, food stamp allotments, the 
total value of food stamps a household could receive, alone 
covered 82 percent to 164 percent of the thrifty food plan 
diet. If adjustments to the allotments were made based on 
the ages and sexes of household members, about $570 
million less in benefits would be paid out annually. The ex- 
tent of food benefit gaps and overlaps cannot be measured 
precisely because of inadequate data collection. If needed 
studies show that some program participants do not receive 
adequate benefits, their benefit levels could be increased by 
using the savings resulting from individualizing food stamp 
allotments and eliminating program overlaps. Problems . . . . also result from varying elrgrbrlrty criteria and procedures, 
lack of a uniform definition of “needy,” and inadequate pro- 
gram coordination. There is also a lack of adequate data to 
determine the proper level of benefits, interrelationships of 
the programs, and the nutritional effectiveness of the pro- 
grams. 
Recommendations: The Secretaries of Agriculture and HHS 
and the Director, CSA, should: determine the extent of 
benefit overlaps and gaps among the programs; develop 
and carry out a way to measure Americans’ nutritional stat- 
us in order to evaluate the effectiveness of food assistance . . . efforts; propose consistent income and asset elrgrbllrty re- 
quirements and procedures and study their effects on pro- 
gram participation, costs, and work incentives; establish 
demonstration projects to test procedures for individualized 
food stamp allotments; study the feasibility of considering 

benefits from one program when determining eligibility and 
benefits in other programs, and consolidating administra- 
tive aspects of certain programs at the local level; make 
sure that persons in need of specific benefits from one pro- 
gram are referred to other programs; and study ways to en- 
courage the exchange of information among local adminis- 
trators to identify potential and ineligible recipients. 
Congress should, on the basis of the executive branch’s 
study, adopt a definition of “needy,‘* establish consistent cri- 
teria and procedures to determine who is eligible for food 
assistance, eliminate duplicate benefits, and require a single 
State or local agency to be responsible for food program 
administration. Congress should also approve a national 
policy on how much food assistance should be provided to 
needy Americans, consolidate Federal food programs, and 
authorize individualized food stamp allotments nationwide if 
they are shown to be administratively feasible. 

Agency Comments/Action 

Some action has been taken on some of the recommenda- 
tions, but no action has been taken to (1) establish demon- 
stration projects to test the feasibility of individualized food 
stamp allotments, and (2) study the administrative feasibility 
of considering food benefits from child-feeding programs 
when determining food stamp eligibility or benefits. 
Congress has enacted legislation which permits States to 
consider the value of food stamp benefits as income for Aid 
for Dependent Children purposes. Legislation pending on 
September 28, 1981, would direct a study of the feasibility 
of individualized allotments. Congress has not enacted 
legislation based on the other GAO recommendations. 

Appropriations 

Food Stamp Program; Special Milk Program; child nutrition 
programs; special supplememtal food programs; women, 
infants, and children; and food donations program - Depart- 
ment of Agriculture, Food and Nutrition Service 
Supplemental Security Income Program and Assistance 
Payments Program - Department of Health and Human 
Services, Social Security Administration 
Human development services - Department of Health and 
Human Services, Human Development Services 
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Appropriations Committee issues 

When considering these programs’ annual appropriation 
levels, the Committees should give consideration to the 
gaps and overlaps existing in these programs and to the 
possibility that individualizing food stamp benefits based on 
age and sex could result in more equitable distribution of 
benefits and/or lower costs. 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
Soil Conservation Service 

Congressional Guidance Needed on Federal Cost Share of W&er Resource Projects When Project Benefits Are 
Not Widespread 
(CED-H-12, 11-13-80) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 

Many water resource projects provide benefits to large seg- 
ments of the country; however, the Corps of Engineers (CE) 
and the Soil Conservation Service (SCS) have built some 
projects that primarily benefit only a few landowners or 
businesses. 
Findings/Conclusions: GAO found that for CE and SCS 
projects, the non-Federal entity was seldom required to 
share a larger portion of project cost to compensate for the 
special benefits, such as land enhancement or increased lo- 
cal taxes. Local sponsors provide land easements, rights- 
of-way, and utility relocations for most projects. In feasibility 
studies, the estimated costs of the items are shown as the 
non-Federal cost share. However, GAO found that the es- 
timated non-Federal cost share in the studies by SCS usual- 
ly contain extraneous cost items which were not genuine 
project costs. This inflated the total project cost and also 
made the non-Federal share appear much higher than it 
actually was. Land treatment represents 55 percent of the 
total non-Federal share for all the projects approved by SCS 
through September 1979. GAO believes land treatment is 
important and should be strongly encouraged. However, it 
is misleading to include the estimated cost along with other 
cost items because: (1) land treatment is the individual 
landowner’s responsibility; (2) land treatment is strictly 
voluntary, and SCS has little or no control over implement- 
ing recommended treatment; (3) SCS does not effectively 
monitor or follow up on whether the measures are applied, 
and if so, at what cost; and (4) SCS does not include land 
treatment measures when estimating each project’s 
benefit/cost ratio. 
Recommendations: Congress should clarify its intent re- 
garding cost sharing for future water resource projects 

which provide significant special local benefits and give ad- 
ditional guidance to the Federal agencies involved in water 
resource development concerning the projects. 
The Secretary of Agriculture should direct the Administrator 
of SCS to stop including ongoing land treatment measures 
as part of the estimated project cost and non-Federal share 
in SCS feasibility studies. The estimated land treatment 
costs should be itemized but shown separately on a dif- 
ferent schedule. 

Agency Comments/Action 

The agency concurred with the recommendation. The Soil 
Conservation Service is proceeding to publish a bulletin to 
the effect that costs of ongoing land treatment should not 
be included in watershed plans that are not in interagency 
review by January 1, 1981. This change will be made per- 
manent by incorporating it in the watershed manual 
presently being revised. 

Appropriations 

General investigations - Corps of Engineers (Civil Func- 
tions) 
Watershed planning - Department of Agriculture, Soil Con- 
servation Service 

Appropriations Committee Issues 

The intent and guidance given to Federal agencies regard- 
ing cost sharing for future water projects should be clarified. 
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CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF COMMERCE 
DEPARTMENT OF THE INTERIOR 
Water Resources Council 

Congressional Action Needed To Provide a Better Focus on Water-Related Research 
(CED-81-87, 6-5-81) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
I.egislative Authority: Water Resources Research Act of 1964 (P.L. 88-379). Water Research and Development Act of 1978 
(P.t. 95-467). P.L. 94-587. 

The Nation faces serious water problems in the West and 
certain other areas of the country. Developing and imple- 
menting technologies that conserve or augment water sup- 
plies could help alleviate these problems. These efforts and 
other water-related research and development activities are 
fragmented among 28 Federal organizations that plan to 
spend about $380 million during fiscal year 1981. 
Findings/Conclusions: A comparative assessment of con- 
servation and augmentation technologies is needed to es- 
tablish water research priorities and allocate the research 
funds. GAO found considerable disagreement as to which 
technologies have the most potential for solving water sup- 
ply and quality problems. There appears to be no correla- 
tion between the potential of some technologies and their 
relative level of Federal funding. Before assessing the vari- 
ous technologies, regional and local water problems and 
potential alternative solutions should be identified. The 
comparative assessment should also identify and evaluate 
the impact of technical, environmental, legal, and social 
obstacles on each technology’s potential. Formal plans 
should be developed based on the results of the compara- 
tive assessment. GAO found that some agencies had not 
prepared formal plans, others had prepared plans that 
lacked many elements, plans did not provide for periodic in- 
dependent evaluations, and many plans lacked specific, 
measurable objectives and estimated completion dates. 
GAO examined the advantages and disadvantages of vari- 
ous organizations having the responsibility for coordinating 
water research. 
Recommendations: Congress should amend section 406 of 
the Water Research and Development Act to require the 
Federal organization Congress chooses to coordinate re- 
search to (1) establish priorities for water conservation and 
augmentation technologies based upon the results of 
overall comparative assessments of these technologies; (2) 
provide leadership and guidance to other agencies in 
developing formal multiagency and single-agency plans for 

the technologies with specific objectives, milestones, tech- 
nology transfer goals, and provisions for independent, 
periodic evaluations; (3) make recommendations annually 
to Congress concerning the adequacy of the funding levels 
of water research, development, and technology transfer 
activities; (4) consider the data developed pursuant to sec- 
tion 103 of the Act in coordinating research and establish- 
ing research priorities. Congress should amend section 
406 of the Water Research and Development Act of 1978 to 
require Water Resources Council (WRC) to coordinate 
water-related research provided Congress believes it desir- 
able to have an independent, full-time WRC chairperson 
and resolves the issue of continued existence of WRC. Oth- 
erwise, Congress should amend section 406 to establish a 
water resources research committee reporting directly to 
the Office of Science and Technology Policy. This commit- 
tee should be composed of representatives from the major 
Federal organizations involved in water resources research. 

Agency Comments/Action 

The agencies agreed that there is concern for the responsi- 
bility of coordinating water-related research. No agency ac- 
tion has taken place, however, pending the outcome of the 
Administration’s decision not to fund the existing Water Re- 
sources Council beyond fiscal year 1981. 

Appropriations 

Federal funds - Water Resources Council 

Appropriations Committee Issues 

The Committees should ensure that the responsibilities for 
water resources research are adequately assigned to the 
Federal organization Congress chooses to coordinate re- 
search for fiscal year 1982. 



VARIOUS DEPARTMENTS AND AGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF LABOR 
DEPARTMENT OF THE INTERIOR 
Water and Power Resources Service 

Federal Water Resources Agencies Should Assess Less Costly Ways To Comply With Regulations 
(CED-81-36, 2-17-81) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: Environmental Policy Act of 1969 (National) (42 USC. 4321 et seq.). Fish and Wildlife Coordination 
Act (16 U.S.C. 661 et seq.). Historic Preservation Act (16 U.S.C. 470 et seq.). Executive Order 11246. 

The rapid growth of Government regulations, coupled with 
recent economic difficulties facing the Nation, has 
heightened public concern over regulatory costs and bur- 
dens. The President has ordered agencies which write regu- 
lations to evaluate their economic impact. 
Findings/Conclusions: Many social and environmental reg- 
ulations have a major impact on the costs. competition, and 
the administration of Federal water resources projects. 
Agencies and contractors have major compliance responsi- 
bilities during construction, and both are concerned with 
the cost and burden of regulations, especially the cumula- 
tive impact, GAO interviewed construction officials about 
their concerns in several regulatory areas and studied com- 
pliance practices in the areas of fish and wildlife conserva- 
tion, cultural properties protection, and employment of 
women in construction. Construction officials were con- 
cerned about the cumulative cost and burden of regula- 
tions, the lack of consideration of economic impacts, and 
coordination difficulties. The case studies showed that, 
when agencies planned projects, they did not develop 
enough information on costs, burdens, and benefits to 
evaluate alternatives. Contractors had insufficient 
knowledge and advice in the area of regulation compliance. 
Tune factors prevented agencies from developing more in- 
formation on alternatives. 
Recommendations: The Director of the Water Resources 
Council should develop methods and techniques which 
construction agencies can use in evaluating alternative 
means of compliance with social and environmental regula- 
tions and consider sharing them with other Federal, State, 
or local agencies that might benefit from such information. 
The Secretary of the Army should direct the Chief of En- 
gineers, and the Secretary of the interior should direct the 

Commissioner of the Water and Power Resources Service, 
to evaluate alternative methods of compliance with social 
and environmental regulations in construction and initiate 
action for doing so which satisfies the needs listed above. 

Agency Comments/Action 

The Water Resources Council agreed with the GAO conclu- 
sion and stated that the revised Principles and Standards 
address, in part, the report’s recommendation. The Corps 
of Engineers commented that management attention has 
been directed toward incorporating regulatory compliance 
measures into the planning and design phases of project 
development to avoid compliance problems. The Depart- 
ment of the Interior agreed with the recommendation and 
directed the Bureau of Reclamation to evaluate alternative 
methods of compliance with social and environmental reg- 
ulations to assure that the most economical and efficient 
means are utilized in the planning, construction, and opera- 
tion of water projects. 

Appropriations 

Federal funds - Water Resources Council 
General investigations - Department of the Army, Corps of 
Engineers (Civil Functions) 
General investigations - Department of the Interior 

Appropriations Committee Issues 

The Committees should monitor the agencies’ progress to- 
ward including compliance measures in project plans and 
designs that would preclude future compliance problems 
for project development 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
Forest Service 
DEPARTMENT OF THE INTERIOR 
National Park Service 
Water and Power Resources Service 

Impact of Gasoline Constraints Should Be Considered in Managing Federal Recreation Facilities 
(CED-81411, 6-30-81) 

Budget Function: Community and Regional Development (0450) 

During 1979 and 1980, when gasoline was in short supply 
and prices rose, the public’s use of outdoor recreation facili- 
ties was significantly affected. People tended to use facilities 
closer to home. Recreation officials observed: longer stays 
at campgrounds; less vehicular movement within and be- 
tween recreation areas; increased use of tents; and use of 
smaller cars, trucks, and recreational vehicles. The National 
Park Service experienced heavy declines in visitation at dis- 
tant facilities. At the same time, the use of facilities in and 
near cities increased. 

Findings/Conclusions: Most Federal agencies have not 
done enough to respond to indications that people are pur- 
suing recreation closer to home and might want to use less 
gasoline while doing so. Forest Service policies include en- 
couraging energy efficient transportation systems and lo- 
cating new facilities near them. In addition, the National 
Park Service has developed a policy to promote public and 
nonmotorized transportation. However, neither agency has 
done much to carry out these policies. The Corps of En- 
gineers and the Water and Power Resources Service 
(WPRS) have not taken any steps to develop recreation poli- 
cies which take public gasoline conservation into con- 
sideration. Many measures undertaken for environmental 
protection or public service motives have had incidental 
gasoline conservation effects, such as shuttle bus service 
within parks and campground reservation policies. Recrea- 
tion managers could make greater use of the National Park 
Service’s exchange program by sharing information on 

gasoline conservation measures. Recreation managers 
need better forecasts of visitation trends so that they can 
consider applying their limited resources to facilities where 
more people are expected to go. Better forecasts will be 
needed to identify what factors affect recreation patterns 
and to forecast visitation levels. Forecasting research has 
been uncoordinated and has focused on determining recre- 
ation use at a point in time rather than establishing recrea- 
tion trends. Statistical forecasting models could help im- 
prove recreation planning and management. 
Recommendations: The Secretary of the Interior should 
coordinate and monitor research performed by various 
agencies on the long- and short-term effects that fuel short- 
ages and high fuel costs have on the use of recreation facili- 
ties. The Secretaries of the Interior and Defense should re- 
quire WPRS and the Corps of Engineers to adopt gasoline 
conservation policies. The Secretaries of the Interior, Agri- 
culture, and Defense should require their agencies to con- 
sider the results of improved forecasts in allocating financial 
resources to recreational facilities. 

Agency Comments/Action 

The Department of the Army, Corps of Engineers, by letter 
dated September 8, 1981, said the Corps has already a- 
dopted the DOD energy conservation guidance and policy 
in its energy plan and is currently collecting trend data and 
conducting research which should add significantly to the 
state-of-the-art in visitation prediction. 
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VARIOUS DEPARTMENTS AND AGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
Forest Service 
Soil Conservation Service 
DEPARTMENT OF THE INTERIOR 
Water and Power Resources Service 
FEDERAL COORDINATING COUNCIL FOR SCIENCE, ENGINEERING, AND TECHNOLOGY 

Improving the Safety of Our Nation’s Dams--Progress and Issues 
(CED-79-30, 3-8-79) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: National Dam Inspection Act (P.L. 92-367). Reclamation Safety of Dams Act of 1978 (P.L. 95-578). 
P.L. 95-96. S. Rept. 95-830. S. Rept. 95-834. S. 1253 (95th Cong.). S. 1254 (95th Gong.). 

The Corps of Engineers inspected about 1,800 non-Federal 
dams during 1978 in an effort to discover potentially haz- 
ardous conditions that threaten dam safety. Many deficien- 
cies were noted, and remedial measures, were recom- 
mended to dam owners and States. There is a need to im- 
prove the nation’s Federal dams, and guidelines are being 
developed to help coordinate the dam safety efforts of Fed- 
eral agencies. 
Findings/Conclusions: The key safety issues to be resolved 
concern non-Federal dams. The cooperation of dam own- 
ers and willingness of the States to continue efforts begun 
by the Corps non-Federal dam inspection program are 
needed; however, many dam owners lack the financial re- 
sources, willingness, or understanding to take recommend- 
ed remedial measures and the States do not have legislative 
authority, funds, or trained personnel to conduct their own 
programs. The study of five selected States showed that, 
although some States have improved their programs, many 
of the improvements, such as hiring additional personnel 
and providing training, are dependent upon financing by 
the Corps of Engineers and may not continue when the 
financial assistance program ends in 1981. 
Recommendations: The Secretary of the Army should direct 
the Chief, Corps of Engineers, to: collect and analyze suffi- 
cient information to determine an appropriate long-term 
Federal role in non-Federal dam safety and make that infor- 
mation available to the Congress; monitor on a continuing 
basis State and dam owner actions to increase non-Federal 
dam safety; and verify and update the 1975 inventory of 
non-Federal dams after clarifying definitions of hazard 
categories. The Secretary of the Interior should direct the 
Commissioner of Reclamation and the Secretary of the 

Army should direct the Chief of Engineers to incorporate in 
agency regulations those existing policies intended to in- 
crease dam safety. The Federal dam safety guidelines may 
benefit the States in many respects, and the Chairman of 
the Federal Coordinating Council for Science, Engineering, 
and Technology should furnish approved Federal dam 
safety guidelines to State governments for use as a model 
for non-Federal dam safety. Congress should direct the 
Corps of Engineers to propose legislation defining an ap- 
propriate long-term Federal role in non-Federal dam safety. 
This would include a logical extension of the dam inspec- 
tion program and would provide a method to gather the in- 
formation needed so that Congress may consider a national 
dam safety program. 

Agency Comments/Action 

Agencies generally agreed and are taking actions to imple- 
ment the recommendations. 

Appropriations 

Operation and maintenance - Department of the Army, 
Corps of Engineers (Civil Functions) 
Operation and maintenance - Department of Interior, Water 
and Power Resources Service 

Appropriations Committee Issues 

The adequacy of the corrective actions by the agencies 
should be considered when reviewing appropriation re- 
quests for Federal water resource projects. 



VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF AGRICULTURE 
Office of Water Research and Technology 
DEPARTMENT OF THE INTERIOR 
Geological Survey 

Ground Water Overdrafting Must Be Controlled 
(CED-80-96, 9-12-80) 

Budget Function: Natural Resources and Environmentz Water Resources (0301) 

The demand for water in many areas of the Nation is being 
met by overdrafting ground water, which is extracting more 
ground water than will be replenished over a long period of 
time. Overdrafting is not necessarily bad; however, if it is 
continued indefinitely, the resulting problems may ultimate- 
ly affect the Nation’s ability to meet ever-increasing 
demands for food and other agricultural products. There- 
fore, GAO undertook a review of the numerous problems 
associated with ground water overdrafting to determine the 
seriousness of the overdrafting problems in States and 
communities that have not implemented ground water con- 
trols. 
Findings/Conclusions: In its review, GAO found that over- 
drafting is most serious in the arid and semiarid Western 
States where irrigation of crops accounts for over half of all 
ground water use. GAO found that several problems can 
result from overdrafting, such as: (1) land subsidence; (2) 
saltwater intrusion into freshwater aquifers; (3) reduced sur- 
face water flows; (4) increased energy consumption; and (5) 
disruption of social and economic activities. Some States, 
such as Colorado, New Mexico, and Florida, have generally 
succeeded in controlling overdraft of their underground a- 
quifers. However, other States, such as California and Arizo- 
na, currently impose little, if any, control on the use of 
ground water; and both States suffer serious overdraft prob- 
lems. Although the Federal Government only manages wa- 

ter resources on Federal lands, it has assisted States with 
overdraft problems by constructing multipurpose water de- 
velopment projects to replace or supplement ground water. 
Recommendations: Congress should direct the Depart- 
ments of the Interior, Agriculture, and the Army to require, 
before start of construction on any water resources or 
ground water depletion mitigation project, that the affected 
State or community implement, or have specific plans to 
implement, a program or some means for controlling 
ground water pumping and a water conservation program. 

Appropriations 

Planning - Department of Army, Corps of Engineers (Civil 
Functions) 
Planning - Department of Agriculture, Soil Conservation 
Service 
Planning - Department of the Interior, Water and Power Re- 
sources Service 

Appropriations Committee Issues 

Because the Committees provide specific line item ap- 
propriations for water resources projects, they should direct 
Federal agencies to discourage uncontrolled ground water 
overdrafting. 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF COMMERCE 
National Oceanic and Atmospheric Administration 
DEPARTMENT OF THE INTERIOR 
ENVIRONMENTAL PROTECTION AGENCY 

Impact of Regulations--After Federal Leasing--On Outer Continental Shelf Oil and Gas Development 
(EMD-81-48, 2-27-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Outer Continental Oil Shelf Lands Act. Outer Continental Shelf Lands Act Amendments of 1978. En- 
vironmental Policy Act of 1969 (National). Marine Protection, Research, and Sanctuaries Act of 1972. Endangered Species 
Act of 1973. Clean Water Act of 1977. Coastal Zone Mananement Act of 1972. Submerged Lands Act. Permit Streamlining 
Act of 1977 (California). 

After industry acquires outer continental shelf (OCS) lands, 
several Federal and State permits or approvals are needed 
before any drilling activity may begin. With the Outer Con- 
tinental Oil Shelf Lands Act Amendments of 1978, 
Congress sought to interject a balance between develop- 
ment of oil and gas resources and preservation of other 
coastal water resources. GAO evaluated the effects of re- 
quirements stemming from the amendments and other 
legislation on industry efforts to explore and develop oil and 
gas resources after leases are awarded. 
Findings/Conclusions: The real impact of the amendments 
is still largely unknown because new rules and regulations 
have not been fully tested in any of the OCS areas. Before 
any activity can take place on leases on the OCS, the Geo- 
logical Survey must approve industry’s plans for exploration 
and development. Regulations instituted by the Survey sig- 
nificantly increased the time required for approval in the 
Gulf of Mexico region. Revised regulations implemented to 
meet the mandated timeframes specified in the amend- 
ments have improved the Survey’s responsiveness, but 
processing times will probably never return to pre-1978 
lengths. Four Federal agencies primarily are involved in is- 
suing permits before exploration or development activities 
can proceed. A delay by one can hold up the entire process. 
The most serious delays have been caused by agencies 
where timeframes to issue permits are not legislatively man- 
dated. The Environmental Protection Agency (EPA) drilling 
discharge permits are the most time-consuming and have 
had perhaps the greatest effect on OCS operations. Agen- 
cies generally have not actively monitored, enforced, or 
evaluated the effectiveness of regulatory requirements. The 
increased role of State and local governments does not 
have to delay operations, but that potential exists. Despite 
the regulatory process, GAO found a credible record by in- 
dustry in pursuing offshore oil and gas. 
Recommendations: Congress should enact legislation to es- 
tablish a standard, reasonable time within which all Federal 
agencies, particularly the Department of the Interior, En- 
vironmental Protection Agency and the Corps of Engineers, 
are required to complete approvals and issue permits. A 
maximum go-day turnaround time should be the general 
rule, including the time for State consistency reviews. The 

Secretary of Commerce, working through the Coastal Zone 
Management Program and the Steering Committee, should 
encourage and assist other coastal States in developing 
legislation and administrative procedures similar to Califor- 
nia for making local permitting and review processes more 
uniform, timely and coordinated. The Secretary of the lnteri- 
or should complement that undertaking by requiring the 
Department to encourage States in developing cooperative 
programs and to seek greater participation in joint review 
processes. The Secretary of the Interior should also estab- 
lish within the Department a permit assistance office, pat- 
terned after the California example, and charge it with such 
tasks as helping applicants understand the permitting proc- 
ess; working with other permitting agencies; helping to 
mediate disputes; coordinating joint evaluation programs; 
consolidating public hearings; monitoring decision time 
limits; and feeding back information to the newly created 
Steering Committee. 

Agency CommentslActlon 

The Corps of Engineers has taken issue with the GAO 
recommendation to Congress because permitting is al- 
ready being done by this agency within 90 days. However, 
GAO continues to believe legislation is necessary since the 
other agencies involved are not as timely. EPA and the De- 
partment of the Interior have made efforts to improve coor- 
dination and streamline their processes for leasing. 

Appropriations 

Energy development - Department of the Interior 
Energy development - Department of Commerce 

Appropriations Committee Issues 

Reductions in Commerce Department Coastal Energy Im- 
pact Funds and Coastal Zone Management Funds may im- 
pede the National Oceanic and Atmospheric Administra- 
tion’s efforts to assist coastal states in developing stream- 
lined permit processes. The Committees should consider 
the impacts of reduced levels of funding for these pro- 
grams. 
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VARIOUS DEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Increased Productivity Can Lead to Lower Costs at Federal Hydroelectric Plants 
(FGMSD-79-15, 5-29-79) 

Budget Function: General Government: Executive Direction and Management (0802) 

Based on production cost data from the Federal Energy 
Regulatory Commission, a comparison was made of the 
operations of Federal and private sector hydroelectric 
powerplants. As the basis of comparison, GAO selected 6 
Federal systems, consisting of 95 plants, and 5 comparable 
private systems, consisting of 47 plants. The large Federal 
plants were not included because there were no compara- 
ble private plants. The review focused on plants operated by 
the Army Corps of Engineers and the Bureau of Reclama- 
tion. 
FindingslConcluslons: Although operation and mainte- 
nance costs for individual plants varied considerably, pro- 
duction costs of the private plants were less than those of 
Federal systems; $2.72 per kilowatt-hour versus $3.29 per 
kilowatt-hour, based on plant capacity. Based on 1973 to 
1975 data, the Federal hydroelectric systems had about 48 
percent more employees per plant than private systems. 
Assuming that Federal plants could have operated with 
comparable staffing levels, the Government plants would 
have needed 447 fewer employees. Delays in the design or 
installation of automation and remote control in 17 Corps 
and Bureau projects have prevented the Government from 
saving potentially $1.5 million. Close control of mainte- 
nance costs can also yield savings at hydroelectric plants. 
Neither the Corps nor the Bureau has a uniform mainte- 
nance management information system that allows manag- 
ers to evaluate maintenance performance effectively. 
Recommendations: The Secretaries of the Army and the ln- 
terior should direct the Corps of Engineers and the Bureau 
of Reclamation to complete the automation and conversion 
to remote control of those hydroelectric plants where such 
changes have been evaluated and are both feasible and 

cost effective. Budget justifications for automated and re- 
mote controlled projects should be evaluated where feasi- 
ble. Uniform maintenance management information sys- 
tems for use by all organizational levels in operating and 
maintaining hydroelectric plants should be established. The 
operation and maintenance costs of hydroelectric power- 
plants should be evaluated, taking into consideration the 
staffing disparity between the public and private sectors. 
Further, consideration should be given to reassigning or re- 
training personnel and eliminating personnel through attri- 
tion in plants that are automated or remote controlled. Also, 
the validity of cost allocations for the current joint activity 
(for example, flood control and recreation) needs to be as- 
sessed. 

Agency CommentdActlon 

In response to the report, the Corps of Engineers and the 
Bureau of Reclamation advised that they were implement- 
ing the recommendations in the report and that they essen- 
tially concurred with its findings, conclusion, and recom- 
mendations. 

Approprlatlons 
Department of the Interior, Bureau of Reclamation 
Department of the Army, Corps of Engineers (Civil Func- 
tions) 

Approprlatlons Committee Issues 

The Committees should assure that the Corps of Engineers 
and the Bureau of Reclamation have implemented the 
recommendations of this report 
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VARIOUS DEPARTMENTS AND AGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Contracts To Provide Space in Federal Reservoirs for Future Water Supplies Should Be More Flexible 
(CED-80-78, 5-16-80) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: Water Supply Act of 1958 (P.L. 85500). Flood Control Act of 1970. P.L. 87-88. 

As part of its ongoing effort to contribute to a better under- 
standing of, and timely consideration of, ways to solve the 
key water problems facing the Nation, GAO reviewed Fed- 
eral contracting procedures for municipal water supply 
storage at Federal reservoirs and the need to include cost 
estimates for transporting such water to the user’s treat- 
ment facilities. The Water Supply Act of 1958 authorizes the 
expenditure of funds by the Army Corps of Engineers and 
the Department of the Interior’s Water and Power Re- 
sources Service to include space in reservoirs for future 
municipal and industrial water supplies. These agencies 
must obtain reasonable assurance that the water supplies 
will be needed and that users will repay the Federal costs 
within the life of the project. 
Findings/Conclusions: The Corps of Engineers provides fu- 
ture storage space with little assurance of community water 
use and repayment ability. Generally, it relies on nonbinding 
written assurances and contracts which do not require po- 
tential users to repay any of the costs until they start using 
the water supplies. The reliability of assurances is question- 
able because the Corps does not present the entire financial 
picture to the potential user. The Corps does not usually 
build conveyance facilities to transport water to the user, nor 
does it include estimates of conveyance costs in its design 
memorandums. These conveyance facilities can cost more 
than the Corps’ initial construction of storage for future wa- 
ter supplies. The Water and Power Resources Service re- 
quires potential users to repay Federal costs for including 
water storage space even if they never use the water. This 
requirement exceeds the intent of the Water Supply Act of 
1958. Such repayments could cause undue hardships on 
local communities if they fail to experience the growth anti- 
cipated when they signed the contracts. Both the Corps and 
the Resources Service contracts give potential users per- 
manent and exclusive rights to the storage space. At several 
Resources Service reservoirs, option-type contracts are 
used. Potential users pay fees to reserve rights for water 
delivery but can terminate the contracts if they reduce their 

estimates of future water needs. The Resources Service can 
also terminate the contracts if it receives bona fide offers 
from other parties with earlier needs. 
Recommendations: The Army Corps of Engineers and the 
Department of the Interior’s Water and Power Resources 
Service should adopt option contracts which: (1) charge for 
the option to purchase water storage rights; (2) allow the 
agencies to cancel contracts of a bona fide water user, 
which has obtained or will obtain the rights to the water, re- 
quests the water before the option holder has started using 
it, and the option holder elects not to initiate immediate 
repayment; and (3) allow the option holder to terminate all 
or part of the contract if its water needs do not materialize 
as estimated. The Corps of Engineers’ design memoran- 
dums should include estimated costs of conveyance facili- 
ties and information on whether the users can pay for them. 

Agency Comments/Action 

The Corps officials agreed with the GAO conclusions and 
recommendations. The Water and Power Resources Serv- 
ice acknowledged that its repayment policy exceeds the in- 
tent of the Water Supply Act of 1958. However, it believes 
contract requirements are in the best interests of the Feder- 
al Government because they assure repayment. 

Appropriations 

Operation and maintenance - Department of the Army, 
Corps of Engineers (Civil-Functions) 
Operation and maintenance - Department of the Interior, 
Water and Power Resources Service 

Appropriations Committee Issues 

The Committees should assure that the Corps of Engineers 
and Water and Power Resources Service have implemented 
the recommendations of this report. 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 
Bureau of Reclamation 

Health and Safety Deficiencies Found at Water Recreation Areas 
(CED-81-88, 6-15-81) 

Budget Function: Natural Resources and Environment Recreational Resources (0303) 
Legislative Authority: Water Project Recreation Act Safe Drinking Water Act (P.L. 93-523). Safe Drinking Water Amend- 
ments 1977 (P.L. 95-190). Flood Control Act of 1962. 

GAO was requested to review the health and safety condi- 
tions of nonfederally managed water recreation areas of the 
Corps of Engineers’ and the Water and Power Resources 
Service’s (WPRS) reservoirs. 
Findings/Conclusions: GAO found several types of health 
and safety deficiencies at the Corps and the WPRS areas. 
These included: (1) poorly designed, overused, or malfunc- 
tioning sanitation systems; (2) structurally unsafe picnic and 
restroom facilities: (3) a dam spillway without a barrier; and 
(4) inadequate disinfection or filtration systems and exces- 
sive bacteria or turbidity levels in drinking water. Corps and 
WPRS headquarters recreation management officials stated 
that regular and thorough inspections are not conducted 
nor are local managing officials directed to make needed 
improvements. These officials stated that funding con- 
straints make it difficult to effectively monitor the condition 
of nonfederally managed recreation areas. Non-Federal 
public agencies’ officials acknowledged responsibility for 
operating and maintaining recreation areas in a safe and 
healthy condition but stated that they lacked adequate 
funds. These officials claim that operation and maintenance 
costs and visitor use have increased over the years but that 
recreation budgets have not kept pace. As a result, non- 
Federal agencies have turned over management of a 
number of areas to the Federal agencies. 
Recommendations: The Secretaries of the Interior and the 
Army should review the status of returned recreation areas 

to determine whether areas with health and safety deficien- 
cies should be improved, operated and maintained, posted 
as unsafe, or closed. The Secretaries of the interior and the 
Army should seek necessary funds and authority from 
Congress to close or to improve, operate and maintain re- 
turned recreation areas and those Service areas that were 
never turned over to a local manager. The Secretaries of 
the Interior and the Army should regularly and thoroughly 
inspect nonfederally managed Corps and WPRS recreation 
areas to identify health and safety deficiencies and require 
the managing agency to correct the identified deficiencies, 
post the areas as unsafe, or close them. 

Appropriations 

Natural resources and environment - Department of the In- 
terior, Bureau of Reclamation 
Natural resources and environment - Corps of Engineers 
(Civil Functions) 
Recreation areas - Department of the Interior, Bureau of 
Reclamation 
Recreation areas - Corps of Engineers (Cii Functions) 

Appropriations Committee Issues 

The Committees should monitor health and safety condi- 
tions at water recreation areas. 

58 



VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 
Bureau of Reclamation 

Eliminating Contractor Inspections of Federal Water Projects Could Save Millions 
(CED-N-146, 9-29-U) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: Reclamation Act (43 USC. 371 et seq.). 4 Stat. 32. 

GAO reviewed three approaches to inspecting the construc- 
tion of dams, powerhouses, and other Federal water Proj- 
ects: (1) contractor self-inspection with agency monitoring, 
used by the Corps of Engineers; (2) agency inspection, 
used by the Bureau of Reclamation; and (3) third-party in- 
spection, occasionally used by both agencies. The objective 
of the review was to determine the most economical way of 
accomplishing inspection objectives for water projects. 
Findings/Conclusions: GAO favors agency inspections over 
contractor inspections because they are considered to be 
more objective in ensuring contractor compliance with the 
quality controls established in agency designs and specifi- 
cations. In addition, inspectors who are independent of con- 
struction contractors appear less production-oriented and 
more concerned about project quality than contractor per- 
sonnel. Third-party organizations can provide inspections 
that are independent of the construction contractor, but ex- 
perience indicates that these inspections are too costly and 
administratively burdensome to be viable alternatives to 
agency inspections, except in limited circumstances. Past 
experience and several studies have demonstrated the inef- 

fectiveness of contractor inspection requirements. Rather 
than improving construction quality while reducing Govern- 
ment inspections, the requirement has resulted in a dupli- 
cation of inspection efforts and facilities, unnecessary pa- 
perwork, and increased administrative costs. 
Recommendations: To help reduce costs and provide the 
quality control essential for activities involved in construct- 
ing dams, powerhouses, and other water projects, the 
Secretary of Defense should exempt Corps of Engineers’ 
water project construction activities from the requirement 
for contractor inspections. 

Agency Comments/Action 

Both the Army and the Interior concurred with the GAO 
recommendations but no action has been promised or tak- 
en. 

Appropriations 

General construction - Corps of Engineers (Civil Functions) 
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VARIOUS DEPARTMENTS AND AGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 
Fish and Wildlife Service 

Cost Estimate for the Currituck Outer Banks National Wildlife Refuge Needs Revision 
(CED-81-48, 4-21-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Environmental Policy Act of 1969 (National). River and Harbor Act of 1899. Clean Water Act of 1977. 

The U.S. Fish and Wildlife Service has proposed establish- 
ing a national wildlife refuge in the Currituck Outer Banks 
off the North Carolina coast. The Service has estimated that 
the cost of acquiring the 16,000 acres of land and wetlands 
for the refuge will be about $94 million over a 5-year ac- 
quisition period. GAO was asked to determine whether the 
Service followed its regulations and policies in developing 
its proposal for the refuge. 
Findings/Conclusions: In proposing the refuge, the Service 
generally adhered to the requirements of the National En- 
vironmental Policy Act. However, in developing its cost esti- 
mate, the Service did not consider a number of factors that 
could substantially reduce the cost of establishing the re- 
fuge. GAO found that: (1) the data used in preparing the es- 
timate were unreliable; (2) certain costs were not con- 
sidered, such as the acquisition of subdivision roads and 
the possibility of a higher property escalation rate; and (3) 
there were inconsistencies among the options in land clas- 
sification, values, and the number of lots. In addition, GAO 
believes that the wetlands could be protected by working 
with the Army Corps of Engineers using existing regulatory 

authority, thus eliminating the need for the Service to ac- 
quire them. 
Recommendations: The Secretary of the Interior should re- 
quire the Fish and Wildlife Service to revise its cost estimate 
for the refuge considering the factors discussed in pages 4 
to 7 of this letter and provide the revised estimate to 
Congress when requesting appropriations for the refuge. 
The Secretaries of the Interior and the Army should develop 
a cooperative agreement by which the Corps of Engineers 
could protect the wetlands without the Service having to ac- 
quire full title to such lands. 

Appropriations 

Conservation and land management - Department of the 
Interior, United States Fish and Wildlife Service 
Conservation and land management - Corps of Engineers 

Appropriations Committee Issues 

The Committees should consider the accuracy of cost esti- 
mates, and alternatives to land acquisition. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF DEFENSE 
DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
VETERANS ADMINISTRATION 

Energy-Efficient and Cost-Effective Equipment Should Be Installed in New Government Housing 
(EMD-81-93, 9-16-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Conservation Policy Act (P.L. 95-619). 

GAO evaluated the efforts being made and the actions that 
could be taken to make Government housing more energy 
efficient 
Findings/Conclusions: GAO believes that energy consump- 
tion could be substantially reduced in new housing if 
energy-efficient equipment were installed in Government 
owned, subsidized, and insured housing. Although Federal 
agencies have taken actions to conserve energy by reduc- 
ing the heating and cooling loss through housing pro- 
grams, most of the actions do not deal with the efficiency of 
furnaces, air conditioners, and water heaters. Normal mar- 
ket forces, in themselves, do not encourage the installation 
of the most energy-efficient and cost-effective equipment 
The developer of such housing, rather than the ultimate 
homeowner, normally selects the heating and cooling 
equipment to be installed. Developers are primarily con- 
cerned with installing equipment that adequately performs 
the required functions at the least cost The initial higher 
price of energy-efficient equipment generally results in 
selecting the cheaper, less efficient equipment However, in 
many cases, installation of relatively inefficient equipment 
results in higher costs for the home buyer. Where use is suf- 
ficient, the higher costs of owning and operating readily 
available energy-efficient equipment is less. The installation 
of such equipment frequently reduces the homeowner’s 
monthly combined outlays for house payments and utility 
bills. 

Recommendations: The Secretaries of Defense and Hous- 
ing and Urban Development and the Administrator of the 
Farmers Home Administration should continue to expand 

their energy conservation efforts by administratively requir- 
ing the installation of high-efficiency heating and cooling 
equipment in housing that they either own or subsidize. The 
level of equipment efficiency to be required should be 
determined in cooperation and coordination with the De- 
partment of Energy. For Government insured and 
guaranteed housing, the Secretary of Housing and Urban 
Development and the Administrator of Veterans Affairs 
should promote, through their contacts with builders and 
buyers, the benefits and encourage the installation of high 
energy-efficient equipment 

Agency Comments/Action 

The departments and agencies involved have not yet for- 
mally responded to the recommendations. 

Appropriations 

Subsidized and insured housing - Department of Housing 
and Urban Development 
Military construction - Department of Defense 
Housing programs - Department of Agriculture, Farmers 
Home Administration 
Guaranteed housing - Veterans Administration 

Appropriations Committee Issues 

The committees should assure that those agencies that ei- 
ther own or subsidize housing adopt procedures to pro- 
mote the installation of higher efficiency equipment 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENTOFDEFENSE 
GENERAL SERVICES ADMINISTRATION 

The Nation’s Unused Wood Offers Vast Potential Energy and Product Benefits 
(EMD-81-6, 3-3-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Wood Residue Utilization Act of 1980 (P.L. 96-554). Public Utility Regulatory Policies Act of 1978 (92 
Stat. 3117). Enerav Tax Act of 1978 (P.L. 95-618). Clean Air Act Amendments of 1977 (42 U.S.C. 7401 et seq.). P.L. 
95-617. P.L. 95-621. S. 1775 (96th Cong.). 

Immense quantities of wood residues are wasted in the 
United States in the form of decaying logging residues and 
dead trees, unused wood processing residues, and large, 
untapped acreages of small, defective, and other lower 
value trees. Wood residues could be an important energy 
source. A study was made of Federal policies that are con- 
tributing to this lost potential. 
Findings/Conclusions: GAO identified numerous factors 
standing in the way of greater use of wood residues for en- 
ergy and products. These barriers include inadequate data 
on the volume, location, accessibility, and availability of 
forest residues: lack of economical and effective equipment 
for harvesting and transportation of residues; lack of invest- 
ment capital needed for harvesting and using residues; and 
limited awareness and acceptance of wood energy and 
product technology among industrial firms, utilities, and 
State and local bodies. Other obstacles pertain to Federal 
forest management policies and programs, utility practices 
and regulations, and environmental concerns related to 
greater use of residues. The Forest Service and the Depart- 
ment of Energy have made little progress in developing a 
national wood residue plan. The agencies should make a 
number of residue assessments in operating areas which 
are defined in terms of key factors such as topographical 
features, transportation corridors, economic hauling dis- 
tances, and landowner attitudes. The Forest Service should 
take the lead in accomplishing the needed assessments. 
The Department of Energy should be an active participant 
in the studies. The assessments must deal more with re- 
source management problems than end-use technology 
questions. 
Recommendations: The Secretaries of Agriculture and En- 
ergy should present to Congress within two years a national 
wood residues plan, including proposed residue use goals 
and recommendations for legislation or other actions to 
overcome barriers to such goals. It should be supported by 
data on regional variations developed through the residue 
assessments. The Secretaries of Agriculture and Energy 
should work jointly to implement an accelerated program to 
develop and demonstrate residue-handling equipment in 
cooperation with private industry. The Secretaries of Agri- 
culture and Energy should work jointly to develop standard- 
ized methods for evaluating the costs and benefits of using 
wood fuels in Federal facilities, including allowance for 
forest management benefits, and submit these methods to 
the Office of Management and Budget within 6 months for 
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dissemination to the executive branch to assure consisten- 
cy in life-cycle energy evaluation. The Secretaries of Agri- 
culture and Energy should establish a program to promote 
use of wood fuels among industry, utilities, and State and 
local bodies through increased participation in demonstra- 
tion projects and provision of educational materials and 
direct technical assistance. The Secretaries of Agriculture 
and Energy should (1) convert all Department facilities to 
wood fuels for all or part of their heating/power needs where 
life-cycle evaluations show them to be cost effective; and (2) 
identify and evaluate additional~ opportunities to demon- 
strate wood-energy technologies at Department facilities in 
order to enhance the prospects for future economic feasi- 
bility of such technologies. The Secretary of Agriculture 
should upgrade the forest survey to provide an inventory of 
the potentially usable biomass of all trees and woody 
shrubs, logging residues, and dead trees on the nation’s 
commercial forest lands. The Secretary of Agriculture 
should request legislation which would authorize the De- 
partment to grant private firms either title or an exclusive 
license in residue-handling equipment and reconstituted 
wood product technologies developed wholly or partly with 
Federal funds when needed to stimulate commercialization. 
The Secretary of Agriculture should (1) increase promotion 
of new reconstituted wood product technologies developed 
with Federal funds by allocating necessary resources to ef- 
fectively disseminate information and provide technical as- 
sistance to forest products firms; and (2) adopt a more flexi- 
ble policy which allows use of long-term contracts to assure 
that residues from National Forests will be available on a 
continuous basis when needed to achieve increased resi- 
due use in a given area. The Secretary of Agriculture 
should (1) demonstrate Forest Service ability to conduct 
tree measurement sales and convert the agency’s western 
region to the tree measurement basis as rapidly as possible: 
and (2) preserve logging residues for potential future use by 
foregoing burning whenever possible under sound forest 
management practices. The Secretary of Defense and the 
Administrator of General Services should assure, in imple- 
menting existing policies for conversion of their 
heating/power systems from oil and natural gas to alterna- 
tive fuels, that wood is given equal consideration with coal 
in forested regions of the country. A canvass of wood 
conversion opportunities at all such facilities should be 
made to later be tested by the standard feasibility evaluation 
methods developed by the Forest Service and DOE. They 



should also issue procurement guidelines pointing out that, 
because of their value in meeting national energy goals, 
residue-based wood products be carefully considered as al- 
ternative materials for all construction and related applica- 

Appropriations 

General forestry programs - Department of Agriculture, 
Forest Service 

tion and related applications. The Administrator df’ EPA 
should request legislation to amend the Clean Air Act to al- Appropriations Committee Issues 

The Committees should assure the availability of funding 
for demonstration and pilot programs to promote the use of 
wood in Federal, State, and private facilities. 

low full recognition of trade-offs in facilities siting decisions. 
The Administrator should encourage the States to modify 
their policies where needed to recognize such trade-offs. 
The Administrator of EPA, to help promote wood residue 
use in locations where current air pollution regulations pre- 
clude such facilities, should develop policies and pro- 
cedures that (1) recognize emission trade-offs resulting 
from reduced burning of residues in the woods or in other 
locations and increased burning at proposed wood energy 
facilities; and (2) allow such trade-offs to be considered in 
deciding whether a wood-burning facility may be construct- 
ed and what type of pollution control equipment will be re- 
quired. The Secretaries of Agriculture and Energy should 
conduct a cooperative program of assessments in at least 
six lxations around the country. The Secretaries should 
select the areas they believe hold the most promise for in- 
creased use of residues based on estimates of residue avail- 
abihty and cost and availability of competing energy 
sources. Specific information to be developed through as- 
sessments should include (1) the cost of making detailed 
residue inventories in each assessment area, with projec- 
tions of costs to make such inventories regionally and na- 
tionally: (2) the volumes of wood residues that are potential- 
ly available in each area and the costs to collect and remove 
them using conventional equipment; (3) the specific needs 
for improved equipment to lower collection and removal 
costs; (4) the benefits and costs of, and alternative Federal 
roles in stimulating, greater removal and use of wood resi- 
dues by modifying or initiating a number of possible forest 
management policies and programs on Federal, State, and 
private lands and encouraging private investment in new or 
modified facilities to use wood residues; and (5) the extent 
of, and alternatives for reducing, additional barriers to resi- 
due use caused by utility practices and regulations, air pol- 
lution regulations, and other factors. 

Agency Comments/Action 

The Departments of Agriculture and Energy agreed that the 
Forest Service should take the lead in wood residues as- 
sessments; however, Energy declined to assist in funding 
the multi-faceted assessments. Agriculture stated the need 
for appropriations to accomplish the recommended pilot 
studies. The Department of Defense has still to issue policy 
directives which would insure the elimination of evaluatory 
biases against potential uses of wood fuel. The Environ- 
rne.~ti Protection Agency would not support recommend- 
ed legislative changes to enhance the economic feasibility 
of increased wood utilization. The General Services Admin- 
istration agreed with GAO and has implemented a program 
to assure that wood gets equal consideration as a fuel in 
GSA facilities. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENT OF JUSTICE 
DEPARTMENT OF THE TREASURY 

Premium Pay for Federal Inspectors at US. Ports of Entry 
(GGD-74-91, 2-14-75) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: 19 U.S.C. 267. 8 U.S.C. 1353(a). 7 U.S.C. 2260. 42 U.S.C. 267. 

The U.S. Customs Service, Department of the Treasury: Im- 
migration and Naturalization Service, Department of Jus- 
tice; the Aniial and Plant Health Inspection Service, De- 
partment of Agriculture; and the Public Health Service, De- 
partment of Health, Education, and Welfare perform in- 
spectional services at U.S. ports of entry. The premium pay 
laws and regulations of the four agencies contain different 
provisions for compensating inspectors. In addition, the 
amount of premium pay reimbursed to the Government by 
parties-in-interest (airlines, shipowners, etc.) varies among 
agencies. 
Flndlngs/Concluslons: As a result of the different premium 
pay laws and regulations, inspectors of different agencies 
working about the same number of overtime hours are paid 
for varying numbers of hours. Also, although the Govern- 
ment is reimbursed by parties-in-interest for most of the 
premium pay for Customs and Agriculture inspectors, the 
Government is not reimbursed for a large share of such pay 
for Public Health Service and Immigration inspectors. 
Recommendations: Congress should enact one premium 
pay law to apply to the four agencies’ inspection services at 
ports of entry. Also, Congress should enact legislation (1) 
establishing a uniform policy on charges to be made to 
parties-in-interest for inspections at ports of entry and (2) 
requiring the establishment of specific days and hours at 
each port of entry during which the full cost, including over- 
head, of inspections performed by any of the four agencies 
would be charged to the parties-in-interest, 

but had varying views on how it could best be accom- 
plished. 

Agency CommentdActlon 

All the agencies agreed on the need for uniform legislation 

Appropriations 

Department of Agriculture, Animal and Plant Inspection 
Service. 
Preventive health services - Department of Health and Hu- 
man Services, Center for Disease Control 
Salaries and expenses - Department of Justice, Immigration 
and Naturalization Service 
Salaries and expenses - Department of the Treasury, U.S. 
Customs Service 

Appropriations Committee Issues 

The Committees should consider whether premium pay for 
Federal inspectors at U.S. ports of entry is inequitable and 
whether there is a lack of uniform policy on charges made 
to parties-in-interest for inspectors at ports of entry. In this 
connection, a public law enacted on July 12, 1976, the Air- 
port and Airway Development Act Amendments of 1976, af- 
fected the charges to parties-in-interest. This law provides 
that the cost of any required Federal inspection or quaran- 
tine service at airports of entry, or other places of inspection 
as a consequence of operation of aircraft performed during 
regularly established hours of service on Sundays and holi- 
days, shall not be reimbursed by the owners or operators of 
such aircraft. Also, the new law prohibits administrative 
overhead costs associated with inspections at airports from 
being assessed against the parties-in-interest. 

64 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENT OF LABOR 
OFFICE OF MANAGEMENT AND BUDGET 
OFFICE OF PERSONNEL MANAGEMENT 

Millions Can Be Saved by Improving the Productivity of State and Local Governments Administering Federal Zn- 
come Maintenance Assistance Programs 
(AFMD-81-51, 6-5-81) 

Budget Function: Income Security: Unemployment Insurance (0603) 
Legislative Authority: Social Security Act. Intergovernmental Personnel Act of 1970. Federal Grant and Cooperative Agree- 
ment Act (P.L. 95-224). Food Stamp Act of 1977. P.L. 96-249. 

GAO reviewed three State-administered Federal income 
maintenance programs whose administrative costs are fully 
paid or shared by the Federal Government: the Unemploy- 
ment Insurance (UI), Aid to Families with Dependent Chil- 
dren (AFDC), and Food Stamp programs. The objective of 
the review was to demonstrate that many opportunities exist 
for improving productivity in State and local management 
of Federal income maintenance programs, and that these 
improvements can reduce costs and improve efficiency and 
enhance program effectiveness. In addition, changes need- 
ed in these Federal assistance programs to promote pro- 
ductivity improvement were identified. 
Findings/Conclusions: GAO identified potential savings of 
millions of dollars associated with the use of inefficient pro- 
cedures by State and local governments administering 
these programs. Federal methods for allocating and distri- 
buting funds in the income maintenance assistance pro- 
grams reviewed neither reward nor encourage productivity 
improvements. Instead, these systems serve primarily as 
mechanisms for justifying how limited resources are allo- 
cated to the States, with little, if any, regard as to how effi- 
ciently these resources are used. Neither the Department of 
Health and Human Services (HHS) nor the Department of 
Agriculture has implemented approaches to help States 
determine staff needs or control administrative spending in 
the AFDC and Food Stamp programs. The Department of 
Labor has established the Cost Model Management System 
(CMMS) in an effort to make 01 program administration 
more efficient, control administrative costs, and provide 
technical assistance to the States. Although conceptually 
sound, poor management, weak budget controls, and a 
lack of incentives undermine the system, causing it to fall 
far short of its goals. Few Federal assistance programs have 
systems to measure and improve productivity. Moreover, 
the Federal assistance system generally provides no incen- 
tive to States or their employees to improve productivity. 
The Office of Management and Budget (OMB) and the Of- 
fice of Personnel Management (OPM) are taking the lead in 
efforts to better coordinate Federal assistance policies and 
to improve private sector productivity. 
Recommendations: The Secretaries of HHS and Agriculture 
should use the data generated by those systems to allocate 
administrative funds to States. The Director of OMB should 

develop, with the assistance and support of OPM, an in- 
teragency program to explore the potential for establishing 
incentive systems in Federal assistance programs for State 
and local governments. Participants in this effort should in- 
clude representatives from State and local governments 
and appropriate public interest groups. The Director of 
OPM should place priority on efforts to assist State and lo- 
cal governments develop measurement and incentive pro- 
grams for individuals and managers to improve their ad- 
ministration of Federal assistance programs. The Director 
of OPM should work with Federal agencies, overseeing as- 
sistance programs that are administered by State and local 
governments, to improve and monitor those agencies’ 
technical assistance efforts in productivity improvement. 
The Secretaries of Labor, HHS, and Agriculture should seek 
authority from the Congress to develop and fund demon- 
stration projects testing approaches for providing States in- 
centives for making productivity improvements in the UI, 
AFDC, and Food Stamp programs. The Secretaries of La- 
bor, HHS, and Agriculture should report to OMB on suc- 
cessful incentive systems for State and local governments 
so that effective incentives can be shared and transferred to 
other assistance programs. The Secretary of Labor should 
take actions necessary to correct deficiencies in the CMMS 
and to refine the system as a productivity improvement pro- 
gram. Corrective actions needed include (1) improving 
control over both the cost model studies and operational 
and cost improvement projects and (2) using the system in 
the budget process. The Secretaries of Labor, HHS and 
Agriculture should work with States, through technical as- 
sistance programs, to eliminate inefficient procedures and 
identify other opportunities for improving the productivity in 
administering these programs. The Secretaries of HHS and 
Agriculture should develop and implement systematic ap- 
proaches to measure, analyze, and improve the productivity 
of State and local governments administering the AFDC 
and Food Stamp programs. The Director of OMB should 
require, where appropriate through the budget process, that 
Federal agencies develop systematic approaches to help 
State and local governments improve their productivity in 
administering Federal assistance programs and that agen- 
cies use the data generated by these systems to justify fu- 
ture budget requests. 
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Agency Comments/Action 

The Department of Labor generally agreed with the recom- 
mendations and noted its plans to strengthen the CMMS 
and to work with States to eliminate inefficient administra- 
tive procedures. OMB and OPM agreed that productivity im- 
provement is important but stated that the primary respon- 
sibility for the productivity actions which GAO describes rest 
with State and local governments. The Department of Agri- 
culture disagreed with the recommendation concerning 
productivity improvement but agreed that it should assist 
States in improving the administration of the Food Stamp 
Program. HHS has not offered comments. 

Appropriations 

Unemployment Insurance Program - Department of Labor 
Food Stamp Program - Department of Agriculture 
Aid to Families With Dependent Children - Department of 
Health and Human Services 

Appropriations Committee Issues 

The Federal agencies overseeing the income maintenance 
assistance programs have not adequately focused on pro- 
ductivity improvement and the need to control administra- 
tive costs in the programs. Improving the productivity of 
State and local governments administering the program 
can reduce costs, increase efficiency, and enhance the ef- 
fectiveness of Federal assistance programs. 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
ENVIRONMENTAL PROTECTION AGENCY 

Further Federal Action Needed To Detect and Control Environmental Contamination of Food 
(CED81-19, 12-31-80) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 

GAO was requested to investigate the circumstances sur- 
rounding an incident involving the contamination of chick- 
ens and other food items in several Western States by poly- 
chlorinated biphenyls (PCB). Because numerous Federal, 
State, and local investigators were checking into the situa- 
tion at the time, it was decided that GAO would monitor the 
Federal agencies’ investigations and report the corrective 
actions taken or planned to prevent similar incidents. 
Findings/Conclusions: In the opinion of GAO, the Food 
Safety and Quality Service (FSQS) and Food and Drug Ad- 
ministration (FDA) took too long to identify and control the 
incident. The unnecessary delay was due primarily to the 
agencies’ handling the incident as a routine matter. At least 
$3.5 million in costs as well as the risk to human health 
could have been avoided if the contamination had been 
identified and controlled earlier. FSQS and FDA, with help 
from the Environmental Protection Agency (EPA), have tak- 
en actions to try to prevent similar incidents or to help them 
deal more effectively with any future occurrences. The three 
agencies also developed and published proposed regula- 
tions that would require removing all equipment containing 
PCB from food production and feed facilities. The Oftice of 
Technology Assessment identified several ways to improve 
the Federal response to the problem. Among its sugges- 
tions was that a lead agency be designated or a Federal as- 
sistance center be established to handle responses to con- 
tamination problems. The Departments of Agriculture, 
Health and Human Services, and EPA have taken a number 
of actions in response to previous GAO recommendations. 
The actions have resulted in: (1) improvements in the mar- 
keting of raw meat and poultry; (2) better regulation of pes- 
ticide exports and pesticide residues in imported food; (3) 
better coordination of pesticide residue testing and of con- 
tamination investigations; and (4) better control of hazard- 
ous wastes. 
Recommendations: The Secretaries of Agriculture and HHS 
and the Administrator of EPA should, as part of their 

cooperative program to identify and control harmful sub- 
stances such as PCB’s, clearly define which agency will as- 
sume the leadership role under the various circumstances 
and conditions which are anticipated. 

Agency Comments/Action 

FSQS, FDA, and EPA generally agreed that the leadership 
role of the agencies involved in identifying and resolving the 
problems involving food contamination incidents should be 
more clearly defined, and they described actions they had 
taken to improve coordination, including use of the In- 
teragency Regulatory Liaison Group and assumption of the 
leadership role by one of the agencies in past incidents. 
FSQS, whose name was since changed to Food Safety and 
Inspection Service, said that it was working with the other 
two agencies to design a practical system to handle con- 
tamination situations without confusion and without altering 
their statutory responsibilities. 

Appropriations 

Salaries and expenses - Department of Agriculture, Food 
Safety and Inspection Service 
Salaries and expenses - Department of Health and Human 
Services, Food and Drug Administration 
Abatement and control - Environmental Protection Agency 

Appropriations Committee Issues 

In developing criteria for the designation of a lead agency 
for food contamination incidents, the resources and exper- 
tise of organizations such as the Interagency Regulatory 
Liaison Group and the Federal Emergency Management 
Agency should be considered and used to the extent feasi- 
ble. In coordination efforts, however, each agency should 
retain direct policy control over its operations and the cri- 
teria that are developed should be as flexible as possible. 
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VARIOUSDEPAFUMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HOUSlNG AND URBAN DEVELOPMENT 
FEDERAL TRADE COMMlSSlON 
VETERANS ADMINISTRATION 

New-Home Buyers and Federal Agencies Bene$t From improved Warranty Protection 
(CED-M-40, 5-26-81) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legisiative Authority: Magnuson-Moss Warranty--Federal Trade Commission Improvement Act (15 U.S.C. 2301). Housing 
and Community Development Act of 1960. S. 612 (97th Cong.). 

GAO reviewed the private and State warranty programs that 
were developed to protect homebuyers from construction 
defects in new houses. The review was made to assess the 
growth of these warranty programs and the protection that 
they provided through federally assisted housing programs. 
Findings/Conclusions: Until recently, new-homebuyers’ 
protection from construction defects was limited to that 
described in the purchase contract This has generally been 
replaced with warranties that define the builder’s responsi- 
bility to correct construction defects. However, enforcing 
these warranties is difficult when builders refuse to or can- 
not make repairs. To help alleviate this problem, the insured 
warranty concept was developed. These new warranties: (1) 
protect the homebuyer during the builder warranty period if 
the builder cannot or will not stand behind the warranty; (2) 
provide IO-year insurance against certain major stuctural 
defects; and (3) include an inexpensive and independent 
process to settle claims. Federal agencies have taken initial 
steps to use insured warranties in their housing programs. 
Several benefits are derived from using insured warranties 
on federally assisted houses, including: (1) furthering the 
desire to encourage improved home warranty protection; 
(2) providing homebuyers with improved warranty protec- 
tion; (3) reducing Federal expenses for correcting structural 
defects; and (4) reducing Federal construction inspections. 
Recommendations: The Secretaries of the Departments of 
Housing and Urban Development and Agriculture and the 
Administrator of Veterans Affairs should revise the builder’s 
warranty and structural defect compensation programs to 
meet the disclosure requirements of the Magnuson-Moss 
Warranty Act by clearly describing the defects covered and 
the procedures used to settle claims. The availabilfty .to 

homebuyers of Federal structural defect compensation pro- 
grams should also be clearly disclosed. 

Agency Comments/Action 

The Farmers Home Administration (FmHA) stated that it 
plans to revise the Builder’s Warranty form to include a list 
of common construction defects. It is also revising the cri- 
teria concerning conditions under which it will accept con- 
struction inspections under insured warranty programs per- 
formed by the warranty structural defect compensation pro- 
gram during interviews with the applicant/borrower. HUD 
responded that it plans to take steps to ensure that home- 
buyers are made aware of its structural defect compensa- 
tion program. It disagreed with the recommendation that 
the l-year builder’s warranty be revised to comply with the 
Magnuson-Moss Warranty Act HUD will attempt to make 
the warranty easier to understand. The Veterans Administra- 
tion (VA) stated that it would include a description of the 
structural defect compensation program in future revisions 
to two pamphlets available to the homebuying veteran. VA 
also agreed that the builder warranty could be clearer and is 
in the process of revising it VA did not agree with the 
recommendation that the builder warranty meet the disclo- 
sure requirements of the Magnuson-Moss Warranty Act 

Appropriations 

Housing programs - Department of Housing and Urban De- 
velopment 
Housing programs - Department of Agriculture 
Housing programs - Veterans Administration 
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VARIOUSDEPAR'T'MENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF LABOR 

Food Stamp Work Requirements: Zneffective Paperwork or Effective Tool? 
(CED-78-60, 4-24-78) 

Budget Function: income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Food Stamp Act of 1964 (7 U.S.C. 2011 et seq.). Food Stamp Act of 1977 (P.L. 95-l 130). Social 
Security Act (42 U.S.C. 602). Fair Labor Standards Act of 1938 (29 USC. 206(a)). P.L 91-671 (84 Stat. 2049). 

Since 1971, able-bodied adults who receive food stamps 
and are not exempted by law have been required to register 
for and accept employment. These requirements were in- 
tended to affect the program in two ways: by finding recipi- 
ents jobs so that they would no longer need assistance and 
by denying stamps to those who are able but unwilling to 
work. 
FindlngslConciuslons: The Food Stamp Program’s work 
registration requirements have not achieved the intended 
results. A selection of 1,061 cases From applications ap- 
proved during January 1976 found 620 recipients who were 
required to register for work. Of the 620, oniy 3 obtained 
jobs and only 233 were registered at local employment of- 
fices. The remaining 384 recipients were not registered be- 
cause food stamp offices failed to have them fill out work 
registration forms, food stamp offices had not sent the 
completed forms to employment service offices, empioy- 
merit service offices had not distributed the forms to ap- 
propriate local offices, and forms had not reached the local 
employment service offices for various other reasons. 
Present procedures for evaluating work registration a&vi- 
ties are not adequate because they do not provide informa- 
tion on the percentage of recipients who have not re- 
gistered, or indicate whether the employment offices are re- 
ceiving work registration forms and using them. 

RecommendWions: The Secretaries of Agriculture and La- 
bor should require: better information to be gathered on the 
effectiveness of the food stamp work requirements; closer 
monitoring of State and local activities implementing these 
requirements; and stronger action to correct identified 
problems, including finding out why required procedures 
are not being followed and what can be done to insure that 
they are followed. 

Appropriations 

Food Stamp Program - Department of Agriculture, Food 
and Nutrition Service 
Grants to States for unemployment insurance and employ- 
ment services - Department of Labor, Employment and 
Training Administration 

Appropriations Committee Issues 

Because the work requirements are designed to reduce the 
need for program benefits, the Committees should inquire 
into Department efforts to improve their effectiveness. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF THE INTERIOR 

Better Data Needed To Determine the Extent to Which Herbicides Should Be Used on Forest Lands 
(CED-81-46, 4-17-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Environmental Policy Act of 1969(Nationai) (42 USC. 4321). BiJI Manual 9222. Forest Service 
Manual 2476.41. Forest Service Manual 2155.3. 

Vegetation management programs and practices on forest 
lands managed by the Department of Agriculture’s Forest 
Service and the Department of the interior’s Bureau of Land 
Management were reviewed. The main areas of discussion 
were the use of herbicides, the controversy over herbicides, 
the controversy’s effect on forest land managers, and the 
need for both agencies to take actions that would provide 
better information for making vegetation management de- 
cisions. 
Findings/Conclusions: The use of herbicides for managing 
unwanted vegetation on forest lands has become a public 
controversy. In some cases, their use has been restricted. 
Growing opposition stemming from unanswered questions 
about herbicides’ health and environmental effects could 
result in further restrictions. Although it has been shown 
that nonherbicide methods can be used to control unwant- 
ed vegetation in national forests, the extent to which these 
methods can replace herbicides is not known. Serious in- 
formation gaps exist relating to the costs of vegetation man- 
agement methods and their relative effectiveness. Most 
forests GAO visited had some success with alternatives to 
herbicides. However, site-specific data were not available to 
identify why methods had succeeded in one area but not in 
another. 
Recommendations: The Secretaries of Agriculture and the 
Interior should instruct the Chief of the Forest Service and 
the Director of BLM, respectively, to gather more compre- 
hensive and complete cost data on their site preparation 
and release projects. The Secretaries of Agriculture and the 
interior should instruct the Chief of the Forest Service and 
the Director of BLM, respectively, to ensure that (1) those 
forests and districts relying heavily on herbicides increase 
the use of nonherbicide methods; and (2) adequate site- 
specific pretreatment and post-treatment information is 
gathered and evaluated. The Secretaries should also in- 
struct the agency heads to develop more objective criteria 
for determining the need for release. 

Agency Comments/Action 

The Bureau of Land Management proposed actions to in- 
crease the use of nonchemical trial projects, develop pre- 
and post-treatment surveys to include more objective cri- 
teria for determining the need for specific vegetation man- 
agement projects, and restructure its cost accounting sys- 
tem. The Forest Service is revising its procedures manual to 
address pre- and post-treatment evaluations as well as the 
need for more objective criteria for establishing vegetation 
management projects. With regard to the recommendation 
that those forests and districts relying heavily on herbicides 
increase the use of nonherbicide methods to ensure that all 
available vegetation management methods are thoroughly 
evaluated, the Forest Service said that it would reiterate to 
field-level line officers its current pesticide-use policy. 
Although the Service’s current policy emphasizes the im- 
portance of considering alternatives to herbicides, GAO 
questions whether reiterating the policy will ensure that all 
available vegetation management methods are thoroughly 
evaluated since forest managers continue to make deci- 
sions individually based on existing information, which has 
serious gaps. 

Appropriations 

Forest management, protection, and utilization - Depart- 
ment of Agriculture, Forest Service 
Management of land and resources - Department of the in- 
tenor, Bureau of Land Management 

Appropriations Committee hues 

The Committees should ensure that the agencies, through 
trial projects including projects at forests and districts rely- 
ing heavily on herbicides, thoroughly evaluate ail available 
alternatives for the vegetation management practices of site 
preparation and release. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
Forest Service 
DEPARTMENT OF THE INTERIOR 
Bureau of Land Management 

Changes in Public Land Management Required To Achieve Congressional Expectations 
(CED-SO-82A, 7-16-80) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Forest and Rangeland Renewable Resources Planning Act of 1974 (16 U.S.C. 1600 et seq.). National 
Forest Management Act of 1976. Land Policy and Management Act (43 U.S.C. 1701). Wilderness Act. Mining Resources 
Act. HR. 6257 (96th Cong.). 16 U.S.C. 559.. 

Public lands comprising approximately 600 million acres 
primarily in the Western States and Alaska contain signifi- 
cant quantities of natural resources and values essential to 
the national economy, growth, and quality of life including: 
energy and nonenergy minerals; timber; grazing forage for 
livestock; outdoor recreation; wilderness; fish and wildlife 
habitat; water and watersheds; scenic beauty; and historic 
and cultural sites and artifacts. Sharing the responsibility 
for managing the public lands are the Bureau of Land Man- 
agement (BLM), which administers about 417 million acres, 
and the Forest Service, which administers about 187 mil- 
lion acres. Fundamental public land management policies 
and procedures have been prescribed by three comprehen- 
sive statutes wherein a common and challenging goal has 
been set for BLM and the Forest Service to manage these 
lands and associated resource values in a manner which 
best meets the present and future needs of the American 
people. This requires balancing the three competing and 
usually conflicting basic objectives: using and developing 
resources, protecting and conserving resources, and main- 
taining the quality of the environment. It also requires ensur- 
ing appropriate balance and diversity among resource uses. 
Both agencies are required to plan for and manage their 
lands according to the multiple-use/sustained yield princi- 
ple. 
Findings/Conclusions: Both agencies are having difficulty 
achreving the congressional expectations of producing the 
natural resources the Nation needs, while protecting the en- 
vironment and conserving sufficient resources for the fu- 
ture. Production goals must account for limitations result- 
ing from wilderness studies, environmental protection laws 
and programs, and lawsuits and administrative appeals. Be- 
cause these events are usually unforeseen and are reflected 
in long-range goals, it is important for agencies to set annu- 
al goals reflecting such events as they occur. BLM does not 
have, nor is it legislatively required to have, long-range pro- 
grams and quantified production goals for renewable re- 
sources. Consequently, it has no realistic basis for deter- 
mining the production levels necessary to meet its share of 
the Nation’s needs. The Forest Service is required to assess 
the Nation’s public and private renewable resources and to 
develop a long-range program and goals for its lands. Many 
existing plans are inadequate because they are based on in- 
complete or obsolete resource inventory data or do not 
identify specific actions required to meet production goals 

while achieving environmental protection objectives. Under 
both agencies, natural resources have been damaged, 
stolen, and abused because of insufficient staffing and 
funding to protect them. Staff funds for both agencies have 
not kept pace with the number of responsibilities and tasks 
assigned to them. A continuing budgetary emphasis on cer- 
tain resource management programs has hampered the 
balanced use and development of resources. 
Recommendations: The Secretary of Agriculture should 
direct the Forest Service to place greater emphasis on con- 
flicts, interactions, and trade-offs among potential resource 
uses in future assessment and program updates. The 
Secretaries of Agriculture and the Interior should direct the 
Forest Service and BLM to set yearly production goals dur- 
ing the annual program and budget process which reflect 
changes in production capabilities as they occur. The 
Secretary of the Interior should direct BLM to adopt a policy 
for all resources similar to its policy on timber of guarantee- 
ing access to potential developers by obtaining easements 
and rights-of-way. The Secretaries should direct the Forest 
Setice and BLM to develop staffing and funding needs 
necessary to regulate users of public lands and maintain fa- 
cilities and resources, and present the needs to the Depart- 
ments of Agriculture and the Interior for review and approv- 
al. Further, the Secretaries should direct BLM and the 
Forest Service to carefully monitor and evaluate manage- 
ment improvements which result from new workyear per- 
sonnel ceilings after they have been in effect for a reason- 
able period, and aggressively seek higher ceilings from the 
Office of Management and Budget if, in their judgments, 
the new ceilings fail to provide BLM and the Forest Service 
sufficient staff to adequately carry out their assigned land 
management responsibiities. Congress should, in consulta- 
tion with BLM, amend the Land Policy and Management Act 
to require a long-range renewable resource program devel- 
opment process for BLM. Congress should also revise the 
1872 Mining Law in accordance with recommendations 
made in the GAO report of February 27, 1979; consider 
modifying section 393 of the Land Policy and Management 
Act to authorize BLM employees to ticket persons violating 
Federal resource protection laws; and enact legislation 
which authorizes the Forest Service to sell or, in some in- 
stances, give away small, scattered land holdings which are 
too costly or impractical to administer properly. Further, 
Congress should review BLM and Forest Service staffing 
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and funding levels and provide for a more realistic balance 
between the agencies’ responsibilities and capabilities by ei- 
ther reducing responsibilities or appropriating more funds. 

Agency Comments/Action 

The Forest Service is implementing regulations which 
would require plans for all national forest land. Available 
data will be used in future assessment and program up- 
dates. The Forest Service now has an updated resource 
planning program with a high and low bound, and budget 
information will present staffing and funding needs within 
these high-low bounds. Starting in fiscal year 1982, the 
Forest Service will monitor a new ceiling control and its ef- 
fects on land management activities. 

Appropriations 

General and special funds - Department of the Interior, 
Bureau of Land Management 
General and special funds - Department of Agriculture, 
Forest Service 

Appropriations Committee Issues 

The Appropriations Committees should review the Bureau’s 
and Service’s staffing and funding levels and provide for a 
more realistic balance between the agencies’ responsibili- 
ties and capabilities by either reducing responsibilities or 
appropriating more funds. 

e 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRlCULTUdE 
Forest Service 
DEPZARTMENT OF THE INTERIOR 
National Park Service 

Facilities in Many National Parks and Forests Do Not Meet Health and Safety Standards 
(CED-80-113, 10-10-80) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Safe Drinking Water Act (P.L. 93-523). Safe Drinking Water Amendments 1977 (P.L. 95-190). Water 
Pollution Control Act Amendments of 1972 (Federal) (P.L. 92-500). Clean Water Act of 1977 (P.L. 95-217). 

The Park and Forest Services have not protected the health 
and safety of their visitors and employees. Substandard wa- 
ter and sewer systems and hazardous lodges, dormitories, 
bridges, and tunnels need to be repaired, upgraded, or lim- 
ited in their use. 
Findings/Conclusions: Health and safety inspectors found 
some facilities to be so hazardous that they recommended 
immediate closure until the facilities could be repaired or 
upgraded. The costs of bringing facilities up to standard 
range from $5,000 to $3.2 million. The Park and Forest 
Services took a broad range of actions once they became 
aware that a facility did not meet health and safety stand- 
ards. The actions ranged from immediate closure of facili- 
ties to doing little. GAO was told of numerous actions taken 
to improve deficient facilities, but the improvements were 
often not sufficient to meet safety and health standards. 
During fiscal years 1979 through 1981, 50 percent of the 
construction funds that the Park Service recommended, 
and 69 percent of the recreation construction funds that the 
Forest Service requested were for projects other than health 
and safety. To correct identified health and safety deficien- 
cies, ‘the Park Service will have to spend about $1.6 billion, 
and the Forest Service needs about $109 million. There 
would have to be a five-fold increase in appropriations over 
the construction funds requested for fiscal year 1981. Two 
alternative funding methods are: charging higher entrance 
and camping fees at parks and forests, and negotiating with 
concessioners on a case-by-case basis to make health and 
safety improvements on facilities they own or manage. 
Recommendations: Congress should require that the Secre- 
taries of Agriculture and the Interior periodically report on 
the condition of the facilities until they are improved to meet 
all health and safety standards. Congress should repeal 
section 402 of Public Law 96-87 (93 stat 666) to permit the 
Park Service to increase entrance fees and direct that the 
Park and Forest Services use funds resulting from in- 
creased entrance and camping fees for health and safety 
projects in the parks and forests where they are collected. 
The Congress should give priority to funding projects for 
repairing and upgrading facilities with the most serious 

health and safety hazards at parks and forests. The Secre- 
taries of Agriculture and the Interior should request a 
greater share of their construction funds for repairing and 
upgrading facilities to bring them up to health and safety 
standards. The Secretaries of Agriculture and the Interior 
should request a special appropriation from Congress to 
correct the most serious health and safety hazards. The 
Secretaries of Agriculture and the Interior should negotiate 
with concessioners to have them make corrections to facili- 
ties they own or operate to bring them up to applicable 
health and safety standards. The Secretaries of Agriculture 
and the Interior should take immediate action to correct 
health and safety problems with available funds or restrict 
the use of facilities that do not meet health and safety stand- 
ards. 

Agency Comments/Action 

The President proposed a 6-year moratorium on land ac- 
quisitions and the transfer of $105 million annually for park 
rehabilitation, repairs, and renovation. The Park Service said 
that it has known of this problem for some time and recog- 
nized that both long- and short-term solutions will be re- 
quired to correct the problems. The Senate Committee on 
Appropriations added $16.5 million to the Park Service’s 
appropriation in fiscal year 1981 specifically earmarked for 
inventories, inspections, assessments, designs, and correc- 
tive actions. 

Appropriations 

Conservation and land management - Department of the 
Interior, National Park Service, 
Conservation and land management - Department of Agri- 
culture, Forest Service 

Appropriations Committee Issues 

The Committees should monitor health and safety condi- 
tions in National parks and forests. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF TRANSPORTATION 

Federal Role in Developing Grain Subterminals Should Be Coordinated by USDA 
(CED-81-101, 5-14-81) 

Budget Function: Agriculture: Import-Export Issues (0353) 
Legislative Authority: Agricultural Subterminal Facilities of 1980 (P.L. 96-358). 

In response to a congressional request, GAO reviewed 
selected activities on the development of subterminal grain 
storage facilities. The review was concentrated in States 
with significant grain production, available information, and 
the potential for subterminal development and improve- 
ment. The GAO objective was to gain an understanding of 
subterminal development benefits, obstacles, and potential. 
FindlngsKoncluslons: Farmers have benefited from sub- 
terminals in two ways: they receive higher prices for their 
grain, and they are able to sell more grain when prices rise. 
Elevators that have become subterminals as a result of the 
construction of new, larger facilities or the upgrading of ex- 
isting ones have benefited by significantly increasing their 
grain volume. The larger volumes reduce handling costs by 
spreading fixed costs over larger grain volumes. Subtermi- 
nals generally have lower variable costs than older grain 
elevators and pay less for transportation due to lower 
multiple-car and unit-train rates. Railroads have benefited 
from subterminals by becoming more price competitive 
with barges and trucks through the cost efficiencies of 
multiple-car and unit-train shipments, thus, softening the 
decline in the railroads’ market share of grain shipment. In 
addition, the faster turnaround times of multiple-car and 
unit-train shipments have enabled railroads to haul more 
grain with the existing fleet of rail cars. The potential exists 
for further development of subterminals since their opera- 
tions are more adaptable to high-yield-per-acre crops. They 
may also be feasible for lower yielding crops-per-acre in 

certain circumstances. Problems involving subterminals 
which adversely affect their operations and future develop- 
ment include: failure of some railroads to offer multiple-car 
and unit-train rates, overdevelopment, and port congestion. 
Recently enacted legislation authorizes planning grants for 
developing State and regional subterminal facilities plans 
and insured construction loans. 
Recommendations: The Secretary of Agriculture should es- 
tablish in USDA a focal point to oversee Federal subtermi- 
nal planning and construction activities. Potential 
borrowers/grantees can then contact such a focal for ob- 
taining USDA subterminal planning, construction, and im- 
provement funds as well as learn the sources of all other 
Federal programs that can provide funding for subterminal 
development. This focal point should be publicized by con- 
tacting State departments of transportation and agriculture 
officials and researchers, State grain and feed dealers asso- 
ciations, and other agricultural associations. 

Agency Comments/Action 

USDA concurred with the recommendation but plans no 
action until funds are appropriated for the Agriculture Sub- 
terminal Facilities Act. 

Appropriations 

Import export issues - Department of Agriculture 
Import export issues - Department of Transportation 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFDEFENSE 

Potential Impediment of Foundry Capacity Relative to National Defense Needs 
(EMD-81-134, 9-15-81) 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 

GAO expressed concern that the potential impediment of 
foundry capacity relative to national defense needs is a pos- 
sible problem heightened by contemplated increases in de- 
fense expenditures. Since 1957, about 1400 small foun- 
dries have closed. Apparently, this trend has not had a sig- 
nificant impact on total foundry capacity; however, recent 
closures of large automotive foundries could have different, 
adverse repercussions. These closures have reduced 
domestic casting capacity by over 1 million tons in 1980. 
This tonnage loss is equal to about 5 percent of foundry 
shipping capacity of all metals. 
Findings/Conclusions: In the past, some of these closed 
foundries have been used for defense production purposes, 
and if similar foundry closures continue, GAO believes that 
the Nation’s production capacity for defense or emergency 
mobilization may be impaired. Serious data deficiencies 
prevent an in-depth analysis at this time. Because Federal 
data were found to be very poor, overly aggregated, and ei- 
ther wrong or missing, GAO developed a data base using a 
combination of Federal and private industry data. Initial 
findings show that a potential problem exists in foundry pro- 
duction capacity and the related effect on defense industrial 
capacity. Although the Department of Defense has industri- 
al preparedness programs, the foundries sector has not 
been given adequate attention. Thus, no one is in a position 
to judge whether foundry closure trends would be an 
impediment to increased defense spending objectives or e- 

mergency mobilization requirements which would require 
industrial surge capacity. 
Recommendations: The Departments of Defense and Com- 
merce should promptly initiate a joint study to identify fur- 
ther data requirements, then determine whether there is an 
imminent foundry capacity problem relative to increased 
defense spending, to surge, or to emergency mobilization 
needs. The Departments of Defense and Commerce 
should also keep the following concerned congressional 
committees advised of study plans and the expected availa- 
bility of study findings: the Senate Select Committee on 
Small Business; the House and Senate Committees on 
Armed Services; the House Committee on Appropriations, 
Subcommittee on Defense; and the House Committee on 
Banking, Finance, and Urban Affairs, Subcommittee on 
Economic Stabilization. 

Agency Comments/Action 

No response from the agencies has been received on any 
plans for implementing GAO recommendations. 

Appropriations 

Defense preparedness - Department of Commerce, Office 
of Basic Industries 
Defense preparedness - Department of Defense, Office of 
Industrial Preparedness 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENT OF ENERGY 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
VETERANS ADMINISTRATION 

Civil Agencies Can Improve the Petfomnce of Technical Evahuztions 
(PSAti-81-9, 11-10-80) 

Budget Function: Procurement--Other Than Defense (1007) 

A review was made of the technical evaluations of 18 non- 
competitive contract proposals. The objective of the review 
was to determine if technical evaluations were adequately 
performed and reported to the contracting officers for use 
in negotiating the noncompetitive contract prices. 
Findingsleonclusions: GAO found that, contrary to Federal 
Procurement Regulations (FPR), technical evaluations were 
not performed for 7 proposals and were not adequately per- 
formed for 10 proposals. Of the 10 inadequate evaluations, 
5 did not address critical components, such as labor hours, 
type of labor, and quantity of material, and 5 relied on insuf- 
ficient data. Generally, the technical evaluators tended to 
concentrate solely on whether contractors could meet the 
contract requirements and did not assess whether the 
number of hours, type of labor, or quantity of materials pro- 
posed were reasonable and properly supported. Agencies’ 
officials gave various reasons for not performing technical 
evaluations, such as inadequate cost or pricing data and 
confusion on technical evaluations performance responsi- 
bility. GAO did not consider the reasons valid since FPR re- 
quire the contracting officer to obtain and evaluate cost and 

pricing data used to support noncompetitive price propos- 
als. Notwithstanding the reasons, the contracts, the value of 
which totals about $12.4 million, were negotiated without 
the benefit of technical evaluations needed to assure that 
the proposed prices were fair and reasonable. 
Recommendations: The Secretaries of Health and Human 
Services, Commerce, and Energy, and the Administrator of 
Veterans Affairs should periodically determine compliance 
with the requirement to perform technical evaluations and 
evaluate the adequacy of those evaluations. 

Agency Comments/Action 

The agencies have taken or are taking action to assure that 
contracting offices perform adequate technical evaluations. 

Appropriations 

Procurement - Department of Health and Human Services 
Procurement - Department of Commerce 
Procurement - Department of Energy 
Procurement - Veterans Admiiistration 
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VARiOUSDEPARTl'4ENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFHOUSlNGANDURBANDEVELOPMENT 

Long-Term Economic Planning Needed in Oil- and Gas-Producing Stutes 
(PAD-81-09, 12-10-80) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Powerplant and Industrial Fuel Use Act of 1978 (P.L. 95-620). Housing Act of 1954 (40 U.S.C. 461; 
68 Stat 640). Public Works and Economic Development Act of 1965. Fuel Protection Act of 1979 (Louisiana). 

The fiscal and economic condition of the Southwestern 
States (Texas, Oklahoma, and Louisiana) has long been 
inextricably linked to oil and gas activities. However, the 
regions oil and gas reserves and production have been 
declining since the early 1970’s, and prospects for this 
trend to reverse are not good. Yet continued heavy reliance 
on decreasing resources has caused little concern for diver- 
sification planning, perhaps largely because rising energy 
prices are stimulating the region’s economy and generating 
increased public sector revenues. Although the region 
currently is fiscally and economically healthy, troublesome 
trends indicate that long-range planning is needed. 
Findings/Conclusions: Historically, direct mineral revenues 
have been a large part of the Southwestern States’ budgets. 
In 1977, at least 1 of every 13 regional employees worked in 
petroleum and related industries, and 12 percent of the 
region’s total payroll dollars was paid by these industries. 
Generally, the region’s petroleum and related industries are 
heavily concentrated within certain cities and counties. 
Areas having a heavy concentration of petroleum and relat- 
ed industries become vulnerable as nonrenewable oil and 
gas resources are depleted. The region’s vulnerability can 
be decreased through diversification. However, the incentive 
to diversify is hampered by the high profits, wages, and 
taxes currently provided by these industries. The likely 
crude oil outlook for the three States is a continuation of the 
current trend of decreasing production. A turnaround is 
more possible for natural gas production than for oil, but 
unlikely. However, the States do not have specific economic 
development policies to encourage diversification which 
would counterbalance their dependence on the oil and gas 
industry. Finally, the Federal agencies which have planning 
assistance programs are not addressing possible long- 
range fiscal and economic problems in the Southwest 
stemming from the region’s heavy reliance on the two in- 
dustries. 

Recommendations: Congress should consider the following 
oversight options to assure that the Southwest’s oil and gas 
issue is addressed: (1) through the annual authorizations 
and appropriations processes, Congress can monitor the 
Federal agencies’ progress in meeting the recommenda- 
tions; and (2) to facilitate oversight, as well as to promote 
greater efficiency and effectiveness of planning and devel- 
opment efforts, the Congress could require the applicable 
Federal agencies to follow a common regional strategy or 
action plan. The Secretary of Commerce should insure that 
Economic Development Administration’s (EDA) efforts be 
coordinated with those of the Ozarks Regional Commis- 
sion. The Secretary of Housing and Urban Development 
(HUD) should direct HUD area offices to be cognizant and 
supportive of the other Federal agencies’ issue-oriented ef- 
forts. The Secretary of HUD should direct the Assistant 
Secretary for Community Planning and Development to 
direct area offices in Texas, Oklahoma, and Louisiana to 
consider the issue, in reviewing 701 applications and overall 
program designs of the ability of the 701 program to ad- 
dress regional concerns. The Secretary of Commerce 
should have EDA use its programmatic elements to help 
assure that applicable Federal, State, and substate planning 
processes include a focus on the Southwest’s oil and gas is- 
sue. 

Appropriations 

Economic Development Administration - Department of 
Commerce 
Area offices and Assistant Secretary for Community Plan- 
ning - Department of Housing and Urban Development 

Appropriations Committee Issues 

The Committees should monitor the agencies’ progress in 
meeting the recommendations. 



VARIOUSDEPAR‘TMENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENT OF JUSTICE 
DEPARTMENT OF STATE 

U.S. Laws and Regulations Applicable to Imports From Nonmarket Economies Could Be Improved 
(ID-81 -35, 9-3-81) 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislative Authority: Trade Act of 1974. Tariff Act of 1930 (19 USC. 1677b(c)). Trade Agreements Act of 1979 ( 19 U.S.C. 
1671 et seq.). Trade Expansion Act of 1962. General Agreement on Tariffs and Trade, October 30, 1947, 61 Stat. A3, 
T.IAS. No. 1700. 19 U.S.C. 1303. 19 U.S.C. 1337. 19 U.S.C. 2251. 19 U.S.C. 2411. 19 U.S.C. 2435. 19 U.S.C. 2436. 19 
U.S.C. 2440. 

Laws and regulations designed to protect U.S. industry from 
unfair or disruptive imports are difficult to apply to products 
from nonmarket, principally Communist, countries. GAO 
conducted a review to identify needed improvements in 
these laws in order to make them more effective and easier 
to administer. 
Findlngs/Conclus~ons: The antidumping law stipulates that, 
when an economy is State-controlled to an extent that a 
producer’s prices or costs cannot be used to determine 
whether dumping has occurred, a comparison price for its 
product is to be simulated. The simulation process leads to 
difficulties in selecting surrogate market producers and ver- 
if@ng data. The antidumping law as applied to nonmarket 
economies is difficult to administer, highly unpredictable in 
outcome, and costly for the parties involved. Relief has 
nevertheless been obtained under the law. The antidump- 
ing law also provides methods to suspend dumping investi- 
gations before they are completed by settlement agree- 
ments. Because of the ways in which dumping is calculated 
in nonmarket economy cases, it is doubtful whether some 
of these suspension methods could be used. The counter- 
vailing duty law of the United States provides for assessing 
duties to offset certain foreign subsidies on products ex- 
ported to the United States. To date, the complexity of iden- 
tifying and quantifying subsidies on goods from nonmarket 
economy countries has discouraged U.S. industries from 
requesting investigations of such subsidy practices. A new 
method of estimating subsidies makes it much easier to im- 
pose countenrailiig duties on nonmarket goods. The Trade 
Act provisions which provide additional protection from 
disruption caused by imports from Communist countries 
has been used infrequently and no relief has been granted 
under it. Some Government and private sector interests be- 
lieve that the provisions inhibit increased trade with Com- 
munist countries. 
Recommendations: Congress should amend the Tariff Act 
of 1930 to make available in any dumping proceeding both: 
(1) the weighted average U.S. price of the lowest price mar- 
ket producer, including U.S. producers, selling in the United 
States; and (2) the constructed value of the nonmarket e- 

conomy producer’s product based on valuing its actual fac- 
tors of production at appropriate market economy prices. 
Congress should amend the Tariff Act of 1930 to include 
additional provisions for settling nonmarket economy 
dumping cases. To improve the process of deciding when 
to use simulation methods, the Secretary of Commerce 
should direct the Deputy Assistant Secretary for Import Ad- 
ministration to develop and publish criteria in the Code of 
Federal Regulations for determining whether a 
respondent’s actual prices or costs can be used. The 
Secretary of Commerce should direct the Deputy Assistant 
Secretary to amend Department of Commerce regulations 
to more accurately reflect the criteria for selecting surrogate 
countries and producers and to publish the reasons for 
selecting surrogate producers in individual dumping cases. 
The U. S. Trade Representative should develop, for 
Presidential approval and publication, criteria for accepting 
petitions for consultations under section 406 of the Trade 
Act of 1974. 

Agency Comments/Action 

The Department of Commerce agreed with the GAO 
recommendations that criteria be developed and published 
on the use of actual nonmarket economy prices or costs in 
dumping investigations and that Commerce regulations be 
amended to reflect more accurately the selection of surro- 
gate producers in such dumping cases. The Department of 
Justice was supportive of the GAO proposals for amending 
the suspension of dumping investigation procedures con- 
tained in the Tariff Act of 1930, as amended. The Office of 
the U.S. Trade Representative (OUSTR) disagreed with the 
GAO recommendation that criteria be developed for the ac- 
ceptance of petitions for consultations as authorized by sec- 
tion 406 of the Trade Act of 1974; OUSTR argued that such 
a formal process would be both unnecessary and adminis- 
trativeiy cumbersome. 

Appropriations 

Import administration - Department of Commerce 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENT OF LABOR 

Government Measures of Private-Sector Productivity: Users Recommend Changes 
(FGMSD-80-45, 7-8-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: National Productivity and Quality of Working Life Act of 1975. P.L. 38-426. P-1. 71-537. 

The Bureau of Labor Statistics (BLS) publishes a wide 
range of measures of the private sector’s productivity. 
These measures are used primarily for economic analysis 
and forecasting directed toward improving the economy. 
GAO studied the measures to determine, from a user’s 
viewpoint, how they might be improved. Additionally, the 
National Academy of Sciences examined the Government’s 
productivity measures. The Academy convened 14 
economists and other experts to study possible technical 
and conceptual improvements to the measures, whereas 
GAO concentrated on the genera1 needs of users. 
Findings/Conclusions: GAO found that improvement in na- 
tional productivity is needed to aid the fight against inflation, 
but improvement must start at the lowest level of the econ- 
omy, the firm. One way the Federal Government could help 
improve national productivity would be to encourage firms 
to measure their own productivity and compare themselves 
to firms in similar industries. The current BLS industry 
measures are based on industry aggregates which are too 
general to be used by firms in improving productivity. 
Although a program to develop firm and interfirm produc- 
tivity measures could require BLS to work directly with a 
large number of firms, BLS is not structured for such an un- 
dertaking. The Department of Commerce has initiated 
some firm-level productivity improvement programs in the 
past few years, which could be the foundation for a signifi- 
cant new national productivity improvement program. But, 
the cost-effectiveness of improvements to productivity 
measures is nearly impossible to determine. The net contri- 
butions of productivity measures to economic analysis is 
uncertain as the measures are generally used in conjunc- 
tion with other economic information. Therefore, the cost- 
effectiveness of any single improvement to the measures is 
doubly difficult to determine. Also, GAO found that only la- 
bor measures are published because labor input is the only 
statistic considered accurate enough for productivity. His- 
torically, labor productivity has been used in economic 
analyses and forecasts as a substitute for multifactor pro- 
ductivity. However, the use of a substitute is not always ex- 
act enough. 
Recommendations: The Secretary of Labor should direct 
BLS to: (1) use the improvement priorities expressed by 
users in the GAO study as one criterion for attaching priori- 
ties to the recommendations of the National Academy of 
Sciences’ Panel to Review Productivity Statistics; (2) 
develop a plan for producing multifactor productivity meas- 
ures for the major sectors of the economy, establish a feasi- 
ble target date for publishing these measures, determine 
the associated resources required, and seek authority to 

carry out the plan; (3) publish additional public information 
on the interpretation and use of productivity measures; and 
(4) confer with the Department of Commerce to determine 
what technical expertise the Department of Commerce 
needs to develop a firm-level productivity improvement pro- 
gram, and at what costs. Also, the Secretary of Commerce 
should: (1) determine the costs and other resources needed 
to establish a firm-level productivity improvement program 
which would have measurement as an important com- 
ponent; and (2) if the program appears feasible, seek au- 
thority to implement it. Further, the Department of Com- 
merce should confer with BLS to explore various ap- 
proaches to such a program. 

Agency Comments/Action 

The Department of Labor concurred with the recommen- 
dations and is using the user-suggested measures as part 
of the criteria for their improvement activities. The Depart- 
ment has prepared a plan for examining the feasibility, 
scope, and costs for developing multifactor productivity 
measures, and plans to publish more information on the 
meaning and measurement of productivity. With regard to 
multifactor productivity measures, BLS plans to publish its 
newly developed measures in FY 1982. The Department of 
Commerce agreed with the need for more and better pro- 
ductivity data for detailed industries and firms. However, it 
feels that the recommendation to foster and promote an in- 
terfirm measurement program in the private sector is too 
low of a priority at this time, particularly with the limited re- 
sources currently available. Commerce also expressed 
reservations concerning the Government’s ability to deal 
with confidentiality problems associated with handling 
firms’ operating data. 

Appropriations 

Economic and statistical analysis - Department of Com- 
merce 
Productivity and technology - Department of Labor, Bureau 
of Labor Statistics 

Appropriations Committee Issues 

In light of the long-term decline in private sector productivi- 
ty, the Committees should encourage the Department of 
Commerce to reassess the low priority given to productivity 
measurement and improvement by individual firms. Many 
other countries have embarked on interfirm measurement 
programs as one source of productivity improvement. One 
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particular approach that could be explored is the promo- 
tion, encouragement, and technical advice to such pro- 
grams when they are established by trade associations and 
similar groups. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENT OF LABOR 
EXECUTIVE OFFICE OF THE PRESIDENT 
NATlONAL PRODUCTlVlTY COUNCIL 
OFFICE OF MANAGEMENT AND BUDGET 

Stronger Federal Effort Needed To Foster Private Sector Productivity 
(AFMD-81-29, 2-18-81) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Executive Order 12089. S. 2417 (96th Cong.). 

U.S. productivity growth has declined dramatically over the 
past 12 years. In the past 3 years, it has virtually ceased. 
Recognizing the importance of productivity, the President 
established the National Productivity Council and assigned 
private sector productivity responsibilities to the Depart- 
ments of Labor and Commerce. The Council was to guide 
and coordinate these and other Federal efforts to improve 
productivity and to serve as the Government’s primary con- 
tact with the private sector on productivity issues. GAO ex- 
amined the effectiveness of the Councl regarding private 
sector productivity. 
Findings/Conclusions: GAO found that, in over 2 years of 
existence, the National Productivity Council has been rela- 
tively inactive and has largely ignored the functions as- 
signed to it. It has seldom met, has not provided guidance 
to Federal productivity programs, and has not become 
recognized as the Government’s productivity focal point. 
The Department of Labor did not act on its leadership 
responsibilities. The Department of Commerce undertook 
significant productivi?, initiatives despite the Council’s lack 
of involvement. The national productivity effort has been 
ineffective because it lacked support from the executive 
branch. As a result: (1) Federal programs directly related to 
productivity improvement are funded and operated without 
any central review, direction, coordination, or evaluation; (2) 
there is no recognized spokesperson for productivity con- 
cerns; and (3) there is no open channel for airing private 
sector problems and concerns about productivity related 
policies. An organization should be established to: (1) pro- 
vide central review and coordination of Federal programs 

directed at productivity improvement; (2) provide a produc- 
tivity perspective in economic and budgetary decisionmak- 
ing; (3) provide an open and nonthreatening channel for 
private sector problems and concerns about productivity- 
related policies; and (4) develop a national productivity plan 
outlining what the Federal Government is doing and should 
be doing to increase productivity. 
Recommendations: Congress should enact legislation to es- 
tablish a National Productivity Council with a full-time, 
presidentially appointed chairperson and with its own budg- 
et authorization. The main functon of the Council would be 
to prepare, with the involvement of private sector represen- 
tatives, a national productivity plan. The substance of such 
an organization is included in S. 2417, a bill introduced in 
the 96th Congress that incorporates previous GAO recom- 
mendations. 

Agency Comments/Action 

Agency comments were not requested and recommenda- 
tions were directed to Congress. Legislation based on GAO 
recommendations was introduced in the Senate (S. 489) 
and the House (H.R. 2412). 

Appropriations 

National Productivity Council 
Executive Office of the President 
Office of Management and Budget 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENT OF THE INTERIOR 
ENVIRONMENTAL PROTECTION AGENCY 

Industrial Wastes: An Unexplored Source of Valuable Minerals 
(EMD-80-45, 5-H-80) 

Budget Function: Natural Resources and Environment (0300) 
Legislative Authority: Resource Conservation and Recovery Act of 1976. 

Industrial wastes often contain valuable metals and are 
often disposed of in ways that preclude the future recovery 
of mineral values. While Congress passed the Resource 
Conservation and Recovery Act of 1976 to improve the 
recovery of usable materials from waste, the executive 
branch has done little to enhance mineral recovery, espe- 
cially from industrial wastes. GAO reviewed this situation to 
determine: (1) the extent to which mineral values are 
recovered from industrial wastestreams; (2) the potential for 
greater recovery; (3) impediments to further recovery; and 
(4) actions to be taken by the Federal Government to ac- 
celerate and increase mineral recovery. 
Findings/Conclusions: Identification, evaluation, and pro- 
motion of resource recovery programs for all types of waste 
are required by the Act. However, little has taken place for 
industrial wastes for the following reasons: the Environmen- 
tal Protection Agency (EPA) has received limited funding 
under the Act, and the appropriated funds have been largely 
directed toward hazardous waste regulation; information is 
lacking on the nature, location, and recoverable contents of 
industrial wastestreams; the Department of Commerce, 
which has critical responsibilities under the Act, has been 
unable to obtain funding; the interagency Resource Conser- 
vation Committee, established by the Act to evaluate re- 
source recovery strategies, was not efffective; and agencies 
involved have conducted little research on recovering min- 
erals from industrial wastes. Recently, EPA has initiated 
plans for a new interagency committee to coordinate re- 
source recovery objectives. Because EPA is primarily a reg- 
ulatory agency with its experience lying in environmental 
protection, GAO believed that EPA should remain the lead 
agency for resource recovery. However, GAO attributed the 
lack of progress toward the resource recovery objectives to 
assigning EPA responsibilities that could be more appropri- 
ately pursued elsewhere. 
Recommendations: The Administrator of EPA should con- 
tinue to pursue the establishment of the new interagency 
committee to coordinate executive branch actions toward 
legislated resource recovery objectives. EPA should in- 
crease its information collection activities, and encourage 
the collection and coordination of information by other 
member agencies to (1) obtain data on resource recovery 
opportunities, and (2) identify problem areas on which the 
Bureau of Mines should concentrate its research and devel- 
opment efforts. The Administrator also should see that the 
new interagency resource recovery committee include 
representatives from the Department of the Interior’s 

Bureau of Mines, so that resource recovery can be effective- 
ly coordinated. Other agencies, such as the Department of 
the Treasury also should participate, while relevant issues, 
such as tax policy, are being considered. In addition, the 
Department of Commerce should be given the responsibili- 
ty for analyzing potential new resource recovery activities, 
and suggesting actions to the committee for recommenda- 
tion to Congress when appropriate. These analyses should 
identify those industrial sectors where the benefits of addi- 
tional recovery could most effectively offset environmental 
compliance costst The Secretary of Commerce should 
work with the Department of Justice to develop guidelines 
to industry for the establishment of joint resource recovery 
ventures that will be compatible with the Department of 
Justice’s antitrust concerns. The Secretary of the Interior 
should explore ways to enhance its industrial waste recovery 
research. Specifically, the Bureau of Mines should work 
closely with the Department of Commerce and EPA to sup- 
port resource recovery activities and to seek assistance in 
the identification of recovery opportunities for technical re- 
search. The Bureau of Mines also needs to do more to as- 
sure the potential application of specific projects by demon- 
strating to industry, through pilot plants or other means, the 
economic worth of developed technologies. 

Agency Comments/Action 

EPA is conducting a comprehensive industry studies pro- 
gram which will include an examination of present industry 
resource recovery activities and assess recovery levels 
without Government intervention. EPA is also promoting 
the inclusion of industrial waste as a qualifying material for 
a tax credit under the Energy Tax Act. EPA believed the re- 
port’s recommendations had to be considered in light of 
the above actions, budget limitations, and priority work on 
hazardous wastes. The Interior said that the GAO recom- 
mendations were inappropriate because of their ongoing 
concern for industrial waste research. Commerce and Jus- 
tice have issued guidelines for broader joint research proj- 
ects. 

Appropriations 

Solid waste management - Environmental Protection Agen- 
cy 



Appropriations Committee Issues 

Funding for resource recovery is even more constrained 
now than at the time of the GAO report. Congress will have 
to determine if increased Federal spending for resource 
recovery is presently appropriate. Without such funding, 
EPA, the Department of Commerce, and the Bureau of 
Mines will not be able to markedly enhance resource 
recovery. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
National Oceanic and Atmospheric Administration 
DEPARTMENT OF THE INTERIOR 
Fish and Wildlife Service 
MARINE MAMMAL COhlMlSSlON 

Congressional Guidance and Better Federai Coordination Would improve Marine Mammal Management 
(CED-81-52, J-11-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Marine Mamma1 Protection Act of 1972 (16 U.S.C. 1361 et seq.). Endangered Species Act of 1973 
(16 U.S.C. 1513 et seq.). Endangered Species Conservation Act of 1969. Fishery Conservation and Management Act of 
1976. 

GAO was requested to review the activities and effective- 
ness of the Marine Mammal Commission (MMC) and the 
Departments of Commerce and the Interior in fulfilliig the 
Marine Mammal Protection Act’s (MMPA) requirements. 
Findings/Conclusions: Under MMPA, many Federal and 
State actions have been initiated to help ensure the protec- 
tion, and, in some cases, recovery of marine mammals. 
However, progress has been slow and improvements are 
needed to satisfactorily fulfill the MMPA objectives and 
goals. The review of selected species disclosed a need for 
amendments to MMPA to facilitate marine mammal man- 
agement and for improvements in the administration of the 
marine mammal program by the regulatory agencies. Hunt- 
ing by Natives is not controlled unless the species is deplet- 
ed; however, such hunting is for subsistence and handicraft 
purposes only and is not be done in a wasteful manner. Be- 
cause fishery resources and marine mammals programs 
interact, conflicts occur in the administration of the Fishery 
Conservation and Management Act (FMCA) and MMPA. 
GAO found that fishery and marine mammal managers 
differ in their interpretations of the two Acts’ basic goals. Be- 
cause jurisdiction to administer MMPA is divided, the Interi- 
or and Commerce are performing similar, if not duplicative, 
functions. GAO found that the regulatory agencies have not 
provided priority attention to fulfilling the provisions of 
MMPA. lt is apparent that there are significant differences of 
opinion as to the type of action that needs to be taken. 
Recommendations: Congress should amend both the 
FCMA and MMPA to clarify the extent to which the interests 
of each law must be considered in fultilliig the objectives of 
the other. Congress should, in connection with the need to 
establish an appropriate marine mammal enforcement pro- 
gram, amend the MMPA to clarify such terms as sub- 
sistence, native handicraft, and wasteful, which are used 
witi limiting or establishing quotas on the harvesting of ma- 
rine animals by Natives. Congress should amend MMPA to 
allow the Secretaries of Commerce and the Interior, accord- 
ing to the species being managed, to exercise managerial 
controls over the Native subsistence harvesting of the 
species, for example, the walrus, when it appears such steps 
will help prevent the species’ depletion or assist in protect- 
ing the marine environment. The Secretary of the interior 
should insure that the proposed reorganization for marine 
mammal management provide a sufficiently high level of 

specific management emphasis to marine mammals and, 
to the extent possible, eliminate divided responsibilities be- 
tween the various Fish and Wildlife Service offices. The 
Secretary of Commerce should direct the Administrator of 
the National Oceanic and Atmospheric Administration to 
give priority attention, with appropriate direction and level of 
commitment and funding, to resolving those issues and 
carrying out those functions, such as establishing recovery 
teams and developing recovery plans, which facilitate timely 
development of suitable management programs to en- 
courage and accomplish species recovery. The Secretaries 
of Commerce and the Interior should establish interagency 
working arrangements to expedite the waiver review proc- 
ess when States request a waiver and return of manage- 
ment. In addition, the two agencies should coordinate their 
enforcement programs and other related activities to 
reduce costs and minimize delays that may occur as a 
result of the split Federal jurisdiction inherent in the Federal 
Government’s management of marine mammals. The 
Secretary of the Interior should require the Director of the 
Fiih and Wildlife Service to work more closely with MMC, 
the State, and others to resolve the biological and social 
problems relating to issues, such as optimum sustainable 
population, the multiple use of coastal resources, and the 
development of translocation criteria to establish new or 
separate locations for the sea otter. The Secretaries of 
Commerce and the Interior should, in cooperation with 
State authorities requesting a waiver of the moratorium and 
a return of management to the States, establish as a high 
priority procedures to ensure that the process required to 
make such determinations is accomplished in an expedi- 
tious and responsive manner. Problems that arise with the 
process should be promptly discussed with appropriate 
State officials, MMC, and other interested parties: to ensure 
that the time, effort, and related costs are kept to a 
minimum; and, more importantly, to help establish an ef- 
fective marine mammal protectffn program as MMPA en- 
visioned. 

Agency Comments/Action 

The Department of the Interior agreed that the marine 
mammal correspondence and issues should be dealt with 
at a single point within the Fish and Wildlife Service (FWS) 



and said that measures have been taken to clarify responsi- 
bilities and improve coordination and communication 
among the FWS offices dealing with marine mammals. In- 
terior believes that it already has a satisfactory working rela- 
tionship with the Department of Commerce, States, and 
other concerned parties to resolve marine mammal issues 
and problems affecting mammal recovery plans and to 
coordinate law enforcement and protection efforts. Interior 
also believes that, based on past experience, it will be able 
to react more timely and responsively to States that request 
a waiver of moratorium on the taking of marine mammals 
and a return of management to the States; however, it did 
not cite any specific actions to expedite the process. The 
60-day response on actions that Commerce has taken had 
not been received as of September 18, 1981. 

Appropriations 

Natural resources and environment - Department of Com- 
merce, National Oceanic and Atmospheric Administration 
Natural resources and environment - Department of the ln- 
terior, Fish and Wildlife Service 
Natural resources and environment - Marine Mammmal 
Commission 

Appropriations Committee Issues 

Congress should amend both FCMA and MMPA to clarify 
the extent to which the interests of each law must be con- 
sidered in fulfilling the objectives of the other; amend MMPA 
to clarify such terms as subsistence, Native handicraft, and 
wasteful, which are used with limiting or establishing quotas 
on the harvesting of marine animals by Natives; and amend 
MMPA to allow the Secretaries of Commerce and the lnteri- 
or, according to the species being managed, to exercise 
managerial controls over the Native subsistence harvesting 
of the species, for example, the walrus, when it appears that 
such steps will help prevent the species’ depletion or assist 
in protecting the marine environment. The Committees 
should determine what specific actions Interior is taking to 
implement the GAO recommendations. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFTRANSPORTATION 

New Strategy Required For Aiding Distressed Steel Inhdstry 

(EMD-81-29, I-8-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0366) 

GAO reviewed the problems facing the domestic steel in- 
dustry and outlined the factors that should be considered in 
developing a program to revitalize the industry as a part of 
its ongoing efforts to improve the Nation’s capabilities to 
meet the materials requirements of the national economy. 
The comprehensive steel policy components addressed by 
GAO include: (1) wage and compensation restraint and 
labor-management commitment to a sound revitalization 
strategy; (2) measures to induce the entry and growth of 
new competitors; (3) accelerating depreciation rates; (4) 
improving administration of environmental regulation; (5) 
eliminating discriminatory price restraints; and (6) creating 
a trade policy yielding predictable and acceptable effects on 
imports with a minimum of inflation. 
Findings/Conclusions: There is an international surplus of 
steelmaking capacity. However, if there is an upturn in the 
global economy, competition for foreign production is cer- 
tain to increase significantly and there may not be enough 
steel to supply all customers. A large segment of the U.S. 
steel industry has become unable to compete with efficient 
foreign producers due to high labor costs, inefficiently sized 
plants, low utilization capacity, and restrictive Government 
policies. Transportation costs give U.S. steel an edge in 
some domestic markets. Unfair pricing of steel products in 
the United States by foreign producers has been alleged to 
harm U.S. competition in the steel market. If American steel 
producers are to regain lost domestic consumers, they will 
need newer and more productive facilities and a more cus- 
tomer-oriented approach to their marketing. Many nations 
provide their steel industries with preferential financing, loan 
guarantees, and trade inducements. An effective policy to- 
ward steel ought to represent the Nation’s overall objective 
for the domestic industry’s performance and include means 
for stimulation of competition, assistance in capital forma- 
tion, and administration of environmental regulations. In es- 
tablishing a performance goal, factors to be considered are: 
the point beyond which national security will be comprom- 
ised if capacity drops; a target market-share for domestic 
firms; a target ratio of capacity to peak domestic needs; and 
the extent to which the industry’s modernization and expan- 
sion needs can be met without depending on Government 
assistance. 
Recommendations: Congress should enact legislation to 
define a performance objective for the domestic steel in- 
dustry. This objective, defined in terms of industry-wide, ef- 
ficient capacity goals and a timeframe for their realization, 
should serve as a benchmark against which the realism of 
industry revitalization activity and related Government policy 
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can be assessed. Such legislation may have to be subse- 
quently amended in light of periodic reevaluation of man- 
dated capacity assessment studies. The objective should 
also be sufficiently stable to give confidence to investors 
and policy administrators. Congress should consider the 
kind of labor and management commitments to industry 
revitalization which presently exist or which may be needed. 
Meaningful labor and management commitments could in- 
clude: (a) continuing labor’s helpful attitude towards adopt- 
ing efficient new technology; (b) restraining wage, salary, 
and dividend levels and devising innovative methods as 
needed to redress compensation premium problems; and 
(c) new initiatives to minimize adverse job dislocation ef- 
fects arising from plant closings, the adoption of new tech- 
nology, or business cycle fluctuations. Congress should, as 
part of its consideration of a performance objective for the 
domestic steel industry, review the Administration’s latest 
steel program. Such a review should relate alternative per- 
formance objectives to specific program proposals such as: 
(1) assistance on near-term 5-year capital formation and in- 
vestment needs; (2) the adequacy of proposed import con- 
trols to jointly satisfy the earnings-investment needs of pro- 
ducers, the inflation protection needs of domestic consum- 
ers, and trade access opportunities for low-cost foreign sup- 
pliers; and (3) proposed amendments to environmental 
laws to insure that they reflect both a commitment to rea- 
sonable administrative flexibility and industry achievement 
of environmental protection standards. Congress should 
enact legislation requiring the Executive Office of the 
President or other appropriate Executive Branch agencies 
to undertake a bi-annual assessment of steel capacity con- 
ditions. The assessment should cover both domestic and 
foreign suppliers and the plausible range of supply-demand 
conditions which might be encountered over the coming 5 
to 10 years. These recurring assessments ought to provide 
the basis for judging the present and prospective capability 
of the domestic steel industry, and for identifying policy ini- 
tiatives to avoid undue risk from foreign supply sources. 

Agency Comments/Action 

Speaking on behalf of the Administration, the Council of 
Economic Advisers disagreed with the GAO recommenda- 
tion for a congressionally mandated performance objective 
for the steel industry. However, the Environmental Protec- 
tion Agency, the Department of Defense, and the Federal E- 
mergency Management Agency endorsed the concept and 



expressed their belief that establishing an industry perform- 
ance objective wouid De a beneficial step towards revitaliz- 
ing the domestic steel industry. 

Appropriations 

Interstate and foreign commerce - Department of Com- 
merce 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
FEDERAL EMERGENCY MANAGEMENT AGENCY 

Poor Controls Over Federal Aid in Massachusetts After the 1978 Blizzard Caused Questionable Benefit Payments 
(CED-81-4, l-26-81) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (0453) 
Legislative Authority: Disaster Relief Act. Food Stamp Act of 1964. 

In February 1978, the President declared eight Mas- 
sachusetts’ counties a major disaster area following the 
most severe blizzard to strike the Boston metropolitan area 
in over 100 years. Federal assistance totaled about $180 
million to individuals, businesses, and State and local 
governments. GAO was asked to review: (1) the adequacy 
of coordination among the Federal agencies to prevent du- 
plicative and other erroneous payments, and (2) delays in 
the processing of some Small Business Administration 
(SBA) loans in the February 1978 disaster. Specifically, 
GAO reviewed disaster benefits provided to victims by SBA, 
the Federal Emergency Management Agency (FEMA), the 
Department of Housing and Urban Development, the De- 
partment of Agriculture, and the Commonwealth of Mas- 
sachusetts. This assistance included loans and grants for e- 
mergency home repairs and other necessary expenses. 
Also, emergency food stamps were issued. 
Findings/Conclusions: In its review, GAO disclosed that: (1) 
as a result of inadequate coordination and other manage- 
ment weaknesses, duplicative and questionable benefits oc- 
curred in an estimated 26 percent of the cases sampled; (2) 
grants were awarded without adequate determination of . . . . financial elrgtbrltty or in a manner that was not consistent 
with other disaster programs; and (3) emergency food 
stamps were issued without evidence of need or sufficient 
controls. Additionally, GAO doubts that reasonable safe- 
guards were employed to ensure that only proper disaster 
benefits were provided and that there was a lack of neces- 
sary documentation to follow up on certain cases of 
suspected fraud and abuse. 
Recommendations: The Director of FEMA and the Adminis- 
trator of SBA should ensure that Federal disaster benefits 
are provided and spent only for verified losses or needs. 
The Director of FEMA and the Administrator of SBA should 
eliminate the use of oral declarations that a loan cannot be 
repaid as a basis for denying loans, which establishes grant 
eligibility. The Director of FEMA should collaborate with the 
Administrator of SBA and review the benefits provided to all 
individuals and identify those persons who received im- 
proper payments or submitted fraudulent claims. Criminal 

or civil actions should be pursued where the agencies, in- 
cluding the Department of Justice, deem it warranted. At 
the least, attempts should be made to recover duplicative or 
improper benefits. The Director of FEMA should: (1) issue 
instructions requiring that, before authorizing grants to pur- 
chase replacement vehicles, a determination be made con- 
cerning the adequacy of public transportation; (2) stop a- 
warding grants for transportation when a disaster victim has 
already obtained a disaster loan for the same loss; and (3) 
generally base grants to purchase replacement vehicles on 
the average market value of the vehicle claimed as a loss 
oron a flat amount, whichever is lower. 

Agency Comments/Action 

On March 21, 1981, FEMA reported to the Chairman, Sen- 
ate Committee on Governmental Affairs, on the actions be- 
ing taken on the recommendations. FEMA advised that it 
will perform a selective review of recipients’ benefits to 
determine whether any duplicative or improper benefits ex- 
ist. Where appropriate, FEMA will take steps to recover Fed- 
eral funds. FEMA also advised that it is reexamining its poli- 
cy guidance and revising instructions and procedures in 
response to most of the remaining recommendations. 

Appropriations 

Disaster relief funds appropriated to the President - Federal 
Emergency Management Agency 
Disaster Loan Fund - Small Business Administration 

Appropriations Committee Issues 

FEMA has not agreed to review the benefits provided to all 
individuals. The Committees should ascertain that FEW, 
has (1) reviewed enough cases to identify a majority of indi- 
viduals who have received improper payments or submitted 
fraudulent claims and, (2) aggressively pursued criminal 
and civil actions, where warranted. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENTOFENERGY 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
DEPARTMENT OF THE INTERIOR 
DEPARTMENT OF THE TREASURY 
DEPARTMENT OF TRANSPORTATION 
ENVIRONMENTAL PROTECTION AGENCY 
GENERAL SERVICES ADMINISTRATION 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
VETERANS ADMINISTRATION 

Increased Productivity in Processing Travel Claims Can Cut Administrative Costs Significantly 
(AFMD-81-18, l-19-81) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Subsistence Expense Act (44 Stat. 688). 5 USC. 57. 37 U.S.C. 7. 

GAO examined the productivity in processing travel claims 
in response to a congressional request. 
Findings/Conclusions: The processing of claims for travel 
expenses incurred by Federal employees is annually cost- 
ing several million dollars more than necessary. This 
amount could be cut significantly by: (1) replacing the reim- 
bursement method used for high cost areas with the 
method of reimbursing for lodging, plus a flat fee for meals 
and miscellaneous expenses; (2) eliminating redundant, 
overly detailed supervisory reviews and unnecessary typing 
of vouchers; and (3) improving voucher auditing activities at 
payment centers. The processing of vouchers is expensive 
and not offset by savings. The presently used high rate (ac- 
tual cost) method of reimbursing travel provides payment 
of actual expenses up to a predetermined ceiling. Because 
it requires detailed itemization, it costs nearly twice as much 
to process by this method as the lodgings-plus method. 
Travel voucher processing productivity is also low due to 
unnecessarily detailed reviews by supervisors and unneces- 
sary typing. Productivity in auditing vouchers at payment 
centers was impeded by an overconcern for accuracy and 
by poor processing practices. The General Services Admin- 
istration (GSA) has proposed to change lodgings-plus reim- 
bursement for domestic travel to make it compatible with its 
proposed worldwide reimbursement system. The method, 
as presently proposed, will be very difficult and expensive to 
administer. Agency payment center officials contacted felt 
that the proposed method would double the processing 
costs for lodgings-plus vouchers. 
Recommendations: The heads of departments and agen- 
cies listed in appendix VII should examine each payment 
center to determine what actions can be taken to increase 
productivity. The Administrator of GSA should include in 
the Federal Travel Regulations a statement of the responsi- 
bilities of payment center examiners in auditing vouchers. 
The Secretary of Defense should direct the Defense Per 
Diem Committee to adopt the two-tier, lodgings-plus 
method for reimbursing military travel and, in conjunction 
with GSA, propose legislation to replace the high rate 
method with a two-tier, lodgings-plus method. The Ad- 

ministrator of GSA should direct that the proposal to add en 
route reimbursement to @he lodgings-plus method be re- 
vised as GAO suggested. The Administrator of GSA should 
include in the Federal Travel Regulations a requirement for 
supervisory review of travel vouchers and an explanation of 
the purpose of such reviews, of which one level is sufficient. 
The Administrator of GSA should include in the Federal 
Travel Regulations instructions that typing of vouchers is 
not required and should not be done when travelers prepare 
legible, handwritten vouchers. The heads of departments 
and agencies listed in appendix Vll should establish produc- 
tivity measures for travel voucher processing as part of their 
payment center productivity measures, which GAO recom- 
mended in the report entitled, “Improving the Productivity 
of Federal Payment Centers Could Save Millions,” 
FGMSD-80-13, Feb. 12, 1980. The Administrator of GSA 
should propose legislation to replace the high rate geo- 
graphic area method with a two-tier, lodgings-plus method 
and increase the maximum amount reimbursable for 
lodgings-plus to such a level to allow for cost growth 
without getting congressional approval for each new ceiling. 

Agency Comments/ActRn 

OMB issued a comprehensive travel report which incor- 
porated the major recommendations. Committees have 
been established among GSA, DOD, and the Department 
of State to act on the OMB recommendations. GSA and 
DOD agreed in principle with the GAO recommendations 
for a change in the method of reimbursing travel expenses. 
GSA also agreed to make the recommended additions to its 
travel regulations. The heads of departments and agencies 
addressed agreed to examine payment centers and see 
what actions can be taken to improve productivity. Several 
cited actions they had taken, most commonly to use statisti- 
cal sampling in auditing vouchers. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Operating expenses - Army, Navy, Air Force 

89 



Appropriations Committee Issues 

The Committees should consider appropriate legislation to 
change the method of reimbursing travel claims. 

. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENT OF THE INTERIOR 
DEPARTMENT OF THE TREASURY 
DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 
GENERAL SERVICES ADMINISTRATION 

Protection and Prompt Disposal Can Prevent Destruction of Excess Facilities in Alaska 
(LCD-80-96, 9-12-M) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Alaska Native Claims Settlement Act. Federal Management Circular 73-5. 

Federal agencies have not protected and maintained facili- 
ties which they have built on lands withdrawn from the pub- 
lic domain in Alaska and no longer need. Long delays in 
the disposal process and the lack of protection have al- 
lowed property improvements to suffer extensive deteriora- 
tion and vandalism. The Bureau of Land Management 
(BLV) determines if the land is suitable for return to the 
public domain. If it has been changed substantially by im- 
provements, BLM requests the General Services Adminis- 
tration (GSA) to dispose of the property. GAO reviewed five 
cases with improvements costing over $23 million. 
Findings/Conclusions: Some deteriorated facilities have be- 
come safety and health hazards and continually project an 
image of Government waste. GAO found that the facilities 
had been extensively damaged by vandals and the ele- 
ments. Untimely actions by the holding agencies and BLM 
delay the disposal of excess properties. Some agencies 
have abandoned properties before reporting them as ex- 
cess, and others have taken years to decide whether proper- 
ties not in use should be declared excess. BLM has not ac- 
tively pursued the processing of property disposals, as their 
resources are allocated to the problems of conveying lands 
to native Alaskans and to the State of Alaska. GAO believes 
that a major factor contributing to delays in the disposal 
process is a lack of incentive to ensure timely action. BLM 
regulations do not require that disposals be completed 
within a specified time, and BLM is not responsible for pro- 
tecting and maintaining property when delays occur. The 
cost of protecting excess properties may be prohibitive, un- 
necessary, and a burden on the holding agency. In such 
cases, the property should be destroyed according to regu- 
lations. 
Recommendattons: The Secretaries of Defense and Trans- 
portation should require their agencies in Alaska to deter- 
mine the condition of current and future excess properties 

under their jurisdiction and comply with the Federal Proper- 
ty Management Regulations by protecting and maintaining 
properties pending transfer to another agency or disposal. 
They should destroy properties having no commercial 
value and properties where the estimated cost of continuing 
protection and maintenance will exceed the estimated 
proceeds from their sale. They should not abandon the 
properties. The Secretaries should promptly notify BLM 
when property will be excess. The Secretary of the lnterior 
should require BLM to establish and follow a specified time 
schedule for determining whether excess property should 
be returned to the public domain or transferred to GSA for 
disposal. 

Agency Comments/Action 
The Departments of Defense, Transportation, and the Inte- 
nor generally agreed with the GAO recommendations and 
indicated that corrective action would be taken in accord- 
ance with the recommendations. 

Appropriations 

Operation and maintenance - Army, Air Force 
Operating expenses - Coast Guard 
Management of land and resources - Department of the In- 
terior 
Facilities and equipment - Department of Transportation, 
Federal Aviation Administration 

Appropriations Committee Issues 

The Committees should monitor the actions taken by the 
agencies to insure (1) adequate protection of excess real 
property in Alaska, and (2) timely disposal of excess proper- 
ty* 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF DEFENSE 
GENERAL SERVICES ADMlNlSTRATlON 

DOD Should Give Better Guidance and Training to Contractors Who Classify National Security Information 
(PLRD-81-3, 3-23-81) 

Budget Function: General Government General Property and Records Management (0804) 
Legislative Authority: Executive Order 11652. Executive Order 12065. 

GAO reviewed the classification and marking of national 
security information by Department of Defense (DOD) con- 
tractors. In evaluating contractor compliance with the clas- 
sification program requirements of Executive Order 12065 
and DOD, GAO visited 20 contractors and sent 600 ques- 
tionnaires to about 600 contractors nationwide. 
Findings/Conclusions: Despite the specific requirements of 
the Executive Order and implementing instructions, GAO 
found: classification guidance was approved and issued by 
DOD contracting officers and security personnel who did 
not have original classification authority; classification guid- 
ance furnished by DOD was outdated, vague, inconsistent, 
and oral; and information was originally classified by con- 
tractor employees who were not authorized original clas- 
sifiers. About 51 percent of the documents examined had 
one or more classification errors. While most contained 
some information that was overclassified, some contained 
information that was underclassified, about 90 percent of 
the documents were improperly marked for classification. 
GAO concluded that DOD needs to improve the classifica- 
tion guidance furnished to contractors; its program for 
training contractor employees in classification managment; 
and its program for inspecting contractor compliance with 
the Order, implementing instructions, and classification 
guidance. 
Recommendations: The Secretary of Defense should revise 
the industrial security manual to provide that contractors 
identify the source of original classification (a classification 
guide or classified document) and the office of origin on 
derivatively classified documents. The Secretary of Defense 
should revise the information security program regulation 
to require that classification guides, instructions, and revi- 
sions be reviewed during periodic independent classifica- 
tion inspections for compliance with the provisions and in- 
tent of the Executive Order. The Secretary of Defense 

should revise the industrial security program regulation to 
(1) expand the industrial security education program to in- 
clude more contractor personnel in the training courses 
given by the Defense Industrial Security Institute; and (2) 
provide assistance to contractors in developing and ex- 
panding their training programs on derivative classification. 
The Secretary of Defense should revise the industrial secu- 
rity regulation to provide definitive guidance on the items to 
be covered by DOD inspectors, with special reference to the 
need for inspectors to question the propriety of classifica- 
tion decisions by contractors. The Secretary of Defense 
should revise the industrial security program regulation to 
require that (1) DOD schools that train project managers 
emphasize the need for compliance with regulations con- 
cerning classification or guidance furnished to industry; (2) 
every solicitation or contract dealing with classified matters 
be accompanied by a contract security classification 
specification that has the concurrence of the cognizant 
security official; and (3) preaward and postaward confer- 
ences with contractors discuss security requirements. The 
Secretary of Defense should revise the industrial security 
program regulation to clarify that contract security classifi- 
cation specifications not transmitting or referencing ap- 
proved classification guides and containing the only classifi- 
cation guidance furnished to contractors are, in effect, clas- 
sification guides and need to be approved personally and in 
writing by officials with top secret classification authority, as 
required by the Executive Order. 

Agency Comments/Action 

DOD did not agree with most of the recommendations and 
has not taken corrective action. A new Executive Order, to 
replace Executive Order 12065, may negate the need for 
some corrective action. 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENTOFDEFENSE 
FEDERAL EMERGENCY MANAGEMENT AGENCY 
VETERANS ADMINISTRATION 

The Congress Should Mandate Formation of a Military-VA-Civilian Contingency Hospital System 
(HRD-80-76, 6-26-80) 

Budget Function: Health: Health Planning and Construction (0554) 

In response to a request, GAO reviewed the Department of 
Defense (DOD) plans to use nonmilitary hospitals to treat 
battlefield casualties in the event of war or conflict. The 
need for developing a contingency hospital system consist- 
ing of DOD, Veterans Administration (VA), and civilian med- 
ical resources is discussed. The primary emphasis is that 
the VA role should be greater than currently planned by 
DOD. The extent of support VA will provide DOD in treating 
returning battlefield casualties is the most important issue 
in developing a civilian-military contingency hospital system 
for medical treatment of wartime casualties. DOD has 
looked primarily to civilian medical resources to meet anti- 
cipated shortfalls should the United States become involved 
in war. Only recently has specific consideration been given 
to VA medical capability. DOD officials said that civilian re- 
sources would still be needed to treat battlefield casualties, 
even if DOD and VA resources were fully used for that pur- 
pose. 
Findings/Conclusions: DOD recently revised several as- 
pects of its original system. Major changes appear to be: (1) 
elimination of a new, possibly duplicative administrative 
structure as originally proposed; and (2) reliance on the mil- 
itary services for patient administration responsibilities. 
GAO agreed with these revisions. DOD revised plans are 
still unclear about how civilian beds and staff would be 
made available. Available beds and staff should be identified 
assuming patients are discharged early whenever possible 
and nonemergency admissions are restricted during the 
war surge period. Failure to resolve issues regarding civilian 
physician and hospital reimbursement and liability could 
limit implementation of the planned system. VA should be 
much more involved in planning and caring for battlefield 
casualties than it would be in caring only for those who will 
not return to duty. Just how much VA can participate is 
questionable. DOD has not told VA what its needs are, nor 
has VA told DOD what its capabilities are. GAO believes 
that the Nation should prepare for a possible conflict by 
planning to appropriately use Federal medical resources 
before calling on civilian resources. A strong peacetime 
medical resources sharing program could provide a more 
effective relationship between VA and DOD that could prove 
invaluable in war. 
Recommendations: The Secretary of Defense and the Ad- 
ministrator of Veterans Affairs should jointly: (1) develop 
and establish the tiamework for a military-VA-civilian con- 
tingency hospital system; (2) analyze DOD and VA medical 
care resources to determine the Federal patient treatment 
capability on a time-phased basis; and (3) identify Federal 

and civilian capability that could be provided assuming that 
patients are discharged early whenever possible and 
nonemergency admissions are restricted, during the war 
surge period. In addition, the Secretary should: (1) compare 
the medical care requirements calculated under various 
wartime scenarios with available Federal medical resources 
to determine how much and what type of civilian medical 
care capability would be needed to augment Federal capa- 
bility; (2) determine the optimal number and placement of 
U.S. aeromedical staging facilities with emphasis on loca- 
tions near concentrations of military and VA medical re- 
sources; and (3) in concert with other agencies having con- 
tingency planning responsibilities, assume overall coordi- 
nating responsibility for plans jointly developed by DOD and 
VA using Federal medical resources and necessary civilian 
medical capability under the military-VA-civilian contingen- 
cy hospital system. The Administrator should: (1) provide 
estimates to DOD concerning VA potential facility and staff- 
ing capabilities to treat returning battlefield casualties re- 
gardless of whether those casualties would be expected to 
return to duty, and these estimates should be developed 
through the joint DOD-VA planning effort to establish a sys- 
tem; and (2) ascertain the extent to which VA affiliated hos- 
pitals would be able to assist VA in treating battlefield 
casualties. Congress should enact legislation which pro- 
vides that both DOD and VA fully participate in Federal 
medical planning for and care of returning wartime casual- 
ties. Such legislation should: (1) give VA the mission of pro- 
viding direct medical support to DOD for treating battlefield 
casualties; (2) place battlefield casualties above veterans 
with non-service-connected, nonemergency conditions in 
priority for care; and (3) remove numerous obstacles to in- 
teragency sharing, as GAO previously recommended, so 
that VA and DOD may establish a strong peacetime medi- 
cal resources sharing program to serve as an effective foun- 
dation for a military-VA-civilian contingency hospital sys- 
tem. 

Agency Comments/Action 

DOD is in general agreement with the report’s recommen- 
dations and has initiated actions necessary to implement 
those recommendations made to the Secretary of Defense. 
VA believes the recommendations are not inconsistent with 
its interests and past efforts, including working with DOD 
officials on wartime contingency arrangements. However, 
VA believes the full implementation of the recommendation 
made to it is contingent upon appropriate legislation being 
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enacted. The Federal Emergency Management Agency 
agrees with the report recommendations. It is concerned, 
however, that it and the Department of Health and Human 
Services were excluded from participation in the develop- 
ment of the civilian-military contingency hospital system. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Operation and maintenance - Veterans Administration, De- 
partment of Medicine and Surgery 
Operation and maintenance - Federal Emergency Manage- 
ment Agency 

Appropriations Committee Issues 

Legislation ha; been introduced in both Houses of 
Congress which would meet the intent of the GAO recom- 
mendations to the Congress and would greatly enhance the 
establishment of a DOD-VA-civilian contingency hospital 
system. The Committees should monitor the progress of 
the legislative proposals and their potential impact on the 
requested funding levels by the affected agencies. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
PANAMA CANAL COMMISSION 

Examination of the Panama Canal Commission’s Fiscal Year 1980 Financial Statements and Treaty-Related Is- 
sues 
(ID-81 -49, 6-29-81) 

Budget Function: International Affairs: Foreign Information and Exchange Activities (0153) 
Legislative Authority: Accounting and Auditing Act (31 U.S.C. 65 et seq.). Panama Canal Act of 1979 (P.L. 96-70; 22 USC. 
3601; 93 Stat. 452). Budget and Accounting Procedures Act of 1950. Antideficiency Act B-197052 (1981). 1 U.S.C. 109. 
31 U.S.C. 82. Corporation Control Act - 

The Panama Canal Act of 1979 assigned GAO responsibili- 
ty for: (1) auditing financial transactions of the Panama Ca- 
nal Commission; (2) auditing the annual $10 million pay- 
ment by the Commission to Panama for public services 
rendered; (3) certifying the estimated revenues in the 
Commission’s annual budget at the time it is submitted to 
Congress; (4) approving the Commission’s new accounting 
system; and (5) presenting annual statements of property 
transfers and all direct and indirect costs incurred by the 
United States in implementing the Panama Canal Treaty of 
1977. Accordingly, an examination was made of the 
Commission’s financial statements for fiscal year 1980. 
FlndingslConcluslons: The Panama Canal Commission 
was established as an appropriated fund agency which 
necessitates a certain approach to accounting policy and 
practice, particularly with respect to fund control. The Com- 
mission, which must continue to be self-supporting, saw a 
need to retain many of the accounting policies and prac- 
tices of the Panama Canal Company. Combining these two 
accounting approaches will result in a unique and complex 
accounting system. The Commission has made progress in 
integrating these diverse requirements. However, more 
needs to be done in regard to fund control. As a conse- 
quence of the Treaty, Canal organization and DOD proper- 
ties and other assets with a net book value of about $86.2 
million and $33.5 million, respectively, have been trans- 
ferred to Panama. Net Treaty costs to September 30, 1980, 
totaling about $82.0 million, have been reported by DOD 
and other executive branch agencies. In the opinion of 
GAO, the financial statements present fairly the financial po- 
sition of the Panama Canal Commission at September 30, 
1980, and the results of its first year of operations, changes 
in the investment of the United States, and changes in 
finencial position for the fiscal year then ended. GAO sup- 
ports proposed legislation that would change the Commis- 
sion to a Government corporation rather than remaining an 
appropriated fund agency. This would eliminate much of 
the inconsistency in accounting principles without decreas- 
ing congressional control or oversight. 

Recommendations: If it was the intent of Congress that in- 
terest be paid into the Miscellaneous Receipts Account of 
the Treasury, legislative action will be necessary. Congress 
should make an explicit statement of intent because the Act 
is not clear whether there should be a distinction between 
interest-bearing and noninterest-bearing investment of the 
United States. If the Commission is incorrect, toll rates will 
need to be increased to assure recovery of the additional in- 
terest. Congress should reconsider the requirement for an 
annual audit and, instead, provide for cost audits to coin- 
cide with opportunities to adjust the payments. Congress 
should reconsider and amend the cost reporting require- 
ments in the Panama Canal Act of 1979 to limit them to the 
Department of the Army. GAO has been informed that the 
Panama Canal Commission plans to submit legislation 
seeking a change to a Government corporation rather than 
remaining an appropriated fund agency. If this proposal is 
favorably received, much of the inconsistency in accounting 
principles would be eliminated as the Corporation Control 
Act requires adherence to generally accepted accounting 
principles. In hearings preceding passage of the Panama 
Canal Act of 1979, GAO supported the corporate form of 
organization. GAO continues to prefer the corporate form 
because of its inherent flexibility as a revenue-producing, 
self-supporting operation. GAO sees no decrease in con- 
gressional control or oversight under the corporate form. 
Without some legislative changes, the inconsistency in ac- 
counting principles will remain. The Administrator of the 
Panama Canal Commission should act to: (1) develop and 
implement a procedure to assure fund availability prior to 
obligation; and (2) appoint and instruct, in the manner 
prescribed by law and regulation, the minimum number of 
authorized certifying officers. 

. 

Agency CommenWActlon 

The Panama Canal Commission agreed with the recom- 
mendation and is planning to implement it On the matters 
for consideration, no action has been taken to date. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF EDUCATION 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Coordinating and Linking Programs Directed Toward increasing the Numbers of Minority and Disadvantaged 
Individuals in the Health Professions 
(HRD-81-87, 5-5-81) 

Budget Function: Health: Education and Training of Health Care Work Force (0558) 

Many Federal programs established over the past 2 de- 
cades are directed toward increasing the numbers of disad- 
vantaged and minority students in the health professions. 
Currently, these programs are separately administered by 
various entities within the Department of Health and Human 
Services (HHS) and the Department of Education. In June 
1979, the Secretary of Health, Education, and Welfare es- 
tablished a task force to review efforts to improve access in 
the health professions for disadvantaged and minority indi- 
viduals. 
Findings/Conclusions: As of February 1981, the requested 
draft plan for assuring appropriate coordination among 
HHS programs had not been approved or implemented. Of- 
ficials could not be certain when or if the plan would be im- 
plemented because the new Administration was reexamin- 
ing many HHS programs for budgetary purposes. The ini- 
tiatives to coordinate and link HSS and Education pro- 
grams never materialized. The major Federal responsibility 
for increasing the readiness of disadvantaged or minority 
students to seek health professions careers is in the Depart- 
ment of Education. While most Education programs were 
general and not designed to point students toward specific 
careers, they can make students more competitive for vari- 
ous careers. Programs such as the Biomedical Sciences 

Program provide outreach and assistance specifically to 
students interested in the health fields. Changes by the new 
Administration could affect the many separate programs 
that influence the numbers of disadvantaged and minority 
individuals pursuing health careers. However, until these 
changes occur, there is a need to coordinate the HHS pro- 
grams and to link HHS and Education programs at the 
lower or secondary level to those at the higher education 
levels. 
Recommendations: The Secretary of HHS should: (1) direct 
that the draft plan for coordinating HHS efforts be finalized 
and implemented; and (2) designate an official to work with 
Education in developing a plan to coordinate and link 
Education’s programs with those of HHS. The Secretary of 
Education should direct that the efforts to link HHS and 
Education programs be renewed without further delay. 

Agency Comments/Action 

The Department agreed with the GAO recommendations. 

Appropriations 

Department of Health and Human Services 
Department of Education 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF EDUCATION 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENTOFSTATE 
VETERANS ADMINISTRATION 

Policies on U.S. Citizens Studying Medicine Abroad Need Review and Reappraisal 
(HRD-81-32, 11-21-80) - 

Budget Function: Health: Health Care Services (0551) 

GAO reviewed U.S. citizens studying medicine abroad, con- 
centrating on: the education or training provided by six for- 
eign medical schools in which several thousand U.S. ci- 
tizens are enrolled; the clinical training which U.S. citizen 
foreign medical school students receive in U.S. hospitals; 
the avenues available for entering the American medical 
system; and Federal financial assistance provided to U.S. ci- 
tizens while studying medicine abroad. Many U.S. citizens 
attend foreign schools with the goal of returning to the Unit- 
ed States to practice medicine. Much concern has been ex- 
pressed about the recent proliferation of medical schools 
established abroad to attract U.S. citizens, and questions 
have been raised about the adequacy and appropriateness 
of that educational experience for practicing medicine in 
the United States. 
Findings/Conclusions: GAO believes that more appropriate 
mechanisms are needed to ensure that all students who at- 
tend foreign medical schools demonstrate that their medi- 
cal knowledge and skills are comparable to their 
U.S.-trained counterparts before they are allowed to enter 
the mainstream of American medicine. The foreign medical 
schools which GAO visited differed considerably, but did 
not offer a medical education comparable to that available 
in the United States because of deficiencies in admission 
requirements, facilities and equipment, faculty, curriculum, 
and clinical training. A serious shortage was the lack of ade- 
quate clinical training facilities. Many U.S. citizen foreign 
medical school students obtained part or all of their clinical 
training in U.S. hospitals, but that training was not compara- 
ble to that provided to U.S. medical school students. State 
licensing boards are becoming increasingly concerned a- 
bout U.S. citizens from foreign medical schools obtaining 
their clinical training in U.S. hospitals. Foreign medical 
schools do not receive direct Federal financial assistance, 
but may receive guaranteed student loans or VA education- 
al benefits. 
Recommendations: Congress should direct the Secretary of 
Health and Human Services (HHS) to work with State 
licensing authorities and representatives of the medical pro- 
fession to develop and implement appropriate mechanisms 
that would ensure that all students who attend foreign medi- 
cal schools demonstrate that their medical knowledge and 
skills are comparable to those of their U.S.-trained counter- 
parts before they are allowed to enter the U.S. health care 
delivery system for either graduate medical education or 
medical practice. The Administrator of the Veterans Ad- 
ministration (VA) should accept foreign medical schools 
approved by the Secretary of Education as a basis for au- 

thorizing educational benefits to qualified veterans, their 
spouses, and their dependents. The Secretary of Education 
should issue regulations establishing procedures and cri- 
teria for implementing the legislative requirement that the 
Department of Education ensure that foreign medical 
schools are comparable to medical schools in the United 
States before authorizing guaranteed student loans for U.S. 
citizens attending these schools. The Secretary of Educa- 
tion should ensure that the Government’s interest in out- 
standing guaranteed student loans at foreign medical 
schools is adequately protected by properly verifying the 
status of all U.S. citizens with outstanding loans and initiat- 
ing repayment where appropriate. The Secretary of Health 
and Human Services should, in cooperation with State 
licensing authorities and representatives of the medical pro- 
fession, address the current practice whereby students at- 
tending foreign medical schools receive part or all of their 
undergraduate clinical training in U.S. hospitals. 

Agency Comments/Action 

HHS, the Federation of State Medical Boards, the Associa- 
tion of American Medical Colleges, and the American Hos- 
pital Association generally agreed with the findings, conclu- 
sions, and recommendations in the draft report regarding 
the need to ensure that all students who attend foreign 
medical schools demonstrate that their medical knowledge 
and skills are comparable to their U.S.-trained counterparts 
before they are allowed to enter the U.S. health care delivery 
system. The American Medjcal Association agreed with the 
recommendation concerning clinical training in U.S. hospi- 
tals and stated that this is a valid issue for concern. Howev- 
er, the Association does not believe the Federal Govern- 
ment should become involved in accrediting programs or 
in establishing prerequisites in the United States. The Asso- 
ciation contends that adequate safeguards already exist 
and, therefore, further Federal regulation is inappropriate. 
Education agreed with the findings and recommendation 
regarding the need to issue regulations for assessing com- 
parability to determine eligibility for the Guaranteed Student 
Loan Program. However, Education believes there may be 
ways other than issuing regulations to implement the intent 
of this recommendation. In view of the importance of this 
issue and the need for such regulations, GAO is concerned 
that Education has not set forth a specific course of action it 
intends to take. Education agreed with the recommenda- 
tion to protect the Government’s interest in outstanding 
guaranteed student loans for U.S. citizens studying medi- 
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tine abroad. VA said it has no objection to the recommen- 
dation that it accept foreign medical schools approved by 
the Secretary of Education as a basis for authorizing educa- 
tional benefits to qualified veterans, their spouses, and their 
dependents. VA stated, however, that its legislation and at- 
tendant regulations would have to be considered when eval- 
uating the adequacy of any new Education standards. 

Appropriatlons 

Department of Health and Human Services, Health Re- 
sources Administration 



VARIOUS DEPARTMENTS AND AGENCIES- 

DEPARTMENT OF ENERGY 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
ENVIRONMENTAL PROTECTION AGENCY 
INTERAGENCY RADIATION RESEARCH COMMIITEE 
NUCLEAR REGULATORY COMMISSION 

ProMems in Assessing the Cancer Risks of Low-Level Ionizing Raaktion Exposure 
(EMD-81-1, l-2-81) 

Budget Function: Healths Consumer and Occupational Health and Safety (0559) 
Legislative Authority: Treasury, Postal Service and General Government Appropriation Act, 1980 (P-L 96-74). P.L 95-622. 
P.L 95-601. 

Public concern about the health effects of low-level ionizing 
radiation exposure has increased in recent years. Therefore, 
GAO undertook a study to determine: what defrnii condu- 
sions, if any, can be drawn from current scientific 
knowledge about the cancer risks of low-level ionizing radi- 
ation exposure, and what conclusions can be drawn about 
the best direction for current and future Federal research. 
The immediate goal of the Federal research program is to 
develop a data base for estimating the risk of low-level radi- 
ation exposure. The long-term goal is to understand the 
mechanisms and processes of how radiation causes can- 
cer. Data from two studies involving low-level radiation were 
analyzed; a literature search was conducted; and the current 
status of ionizing radiation research was reviewed. 
Findings/Conclusions: As yet, there is no way to determine 
precisefy the cancer risks of low-level ionizing radiation ex- 
posure, and it is unlikely that this question will be resolved 
soon. There is a continuing need for federally sponsored re- 
search in this area, and GAO believes that Federal research 
efforts can be strengthened. It also agrees with the objec- 
tives of current congressional and Executive Branch inkia- 
tives to coordinate Federal research efforts in this area. The 
Interagency Radiation Research Committee, recently 
formed by Presidential memorandum, is such an important 
area that GAO believes a Federal interagency research re- 
view group should be created by legislation. Epidemiolo- 
gists have used estimates of the number of cancers in- 
duced by high-level exposures to radiation to predict the 
numbers that may be induced by lower exposures. These 
predictions can vary widely depending on which of several 
mathematical equations is used. An intensive effort to syn- 
thesize the results of radiation research might be accom- 
plished by developing quantitative theories of radiation car- 
cinogenesis and critically testing their predictions with ceflu- 
lar and animal experiments. 
Recommendations: Congress should enact legislation giv- 
ing statutory authority to an interagency committee to coor- 
dinate Federal research on the health effects of ionizing ra- 
diation exposure. The Interagency Radiation Research 
Committee should, because of limited funding, ensure that 
epidemiological studies involving primarily low levels of ion- 
izing radiation exposure are of sufficient scientific merit to 
justify the costs of long-term follow-up efforts. The In- 
teragency Radiation Research Committee should ensure 
that the cognizant Federal agencies continue to conduct 

epidemiological studies of groups, such as the Japanese 
atom bomb survivors, the uranium miners, and the radium 
dial painters, that offer large numbers of people and a range 
of radiation exposure doses. The Interagency Radiation Re- 
search Committee should ensure that the cognizant Feder- 
al agencies continue to conduct a liiited number of high- 
quality animal experiments, including those analyziig the 
metabolism and toxicity of radionuclides in beagle dogs 
and smail-scale experiments to investigate radiation 
mechanisms. The Interagency Radiation Research Com- 
mittee should consider carefully and iniiate actions to irn- 
piement recommendations in the June 1979 report of the 
Interagency Task Force, in particular: (1) encourage expan- 
sion in the number of scientists and institutions performing 
the research, and assure that scientists of high quaiii are 
funded, (2) have NIH and other agencies provide more of 
the fiscal support for the national laboratories, thereby giv- 
ing them more access to the laboratories, and (3) ensure 
that a diversity of Federal agencies continue to fund re- 
search, particularfy in high priority research areas. The ln- 
teragency Radiation Research Committee should ensure, in 
research on ionizing radiation exposure, that increased 
priority and emphasis are given to studying the mechan- 
isms of how radiation causes cancer, through molecular 
and ceifular studies and other fundamental research. 

Agency CommentsfAction 

The interagency Radiation Research Committee members 
agree with the need to implement the recommendations of 
the Federal fnteragency Task Force on the Health effects of 
Ongoing Radiation. However, the member agencies - De- 
partment of Health and Human Services, and Defense; En- 
vironmental Protection Agency; Nuclear Regulatory Com- 
mission; and Veterans Administration - disagree with GAO 
recommendations that the Committe be given statutory au- 
thority to coordinate Federal research. The agencies believe 
that their Executive Order mandate is sufficient The De- 
partment of Health and Human Services agrees with GAO 
and has withdrawn from circulation the National Institute for 
Occupational Safety and Health publications on low-level 
ionizing radiation. 



Appropriations 

General health programs - Department of Health and Hu- 
man Services, National Institutes of Health 
Cancer research - Department of Health and Human Serv- 
ices, National institutes of Health 
Biomedical research and development - Department of En- 
ew 

, 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFENERGY 
DEPARTMENT OF JUSTICE 

Better Communication Coukl Have Enhanced Enforcement of Federal Oil Pricing Regulations 
(GGD-81-60, 5-4-81) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: 15 U.S.C. 751 et seq. 

The Departments of Energy and Justice have shared the 
responsibility for enforcing the Federal oil pricing and allo- 
cation regulations. 

Findings/Conclusions: Both agencies can enhance en- 
forcement efforts through better communication and coor- 
dination of their investigative and prosecutive activities. En- 
ergy can help insure that its district Office of Enforcement 
officials seek civil penalties in all appropriate cases where 
remedial orders have been issued and complied with. GAO 
believes that such steps are necessary, even though the 
President discontinued controls on crude oil and refined 
petroleum products, because both agencies are currently 
pursuing legal actions on violations which occurred prior to 
the President’s action, Justice is maintaining and providing 
better information on prosecutive declinations. 

Recommendations: The Secretary of Energy should 
disseminate a policy statement instructing district Office of 
Enforcement officials to forward all cases where remedial 
orders have been issued and complied with and where civil 
penalties are deemed appropriate to the Office of the Gen- 
eral Counsel for possible referral to Justice for civil prosecu- 
tion. The Attorney General should improve Justice’s com- 
munication with Energy on criminal prosecutive actions by 

providing written and detailed notification of Justice’s pre- 
liminary prosecutive decisions in order to provide Energy 
with as much information as possible while it awaits 
Justice’s final decisions. 

Agency Comments/Action 
Justice and Energy officials agreed with the factual informa- 
tion in the report Energy officials also agreed that civil 
penalties should be sought when appropriate and informed 
GAO that all Office of Enforcement district managers have 
been instructed to refer appropriate cases to Energy‘s Of- 
fice of the General Counsel. Although Justice agreed with 
the desirability and need to provide Energy with detailed in- 
formation regarding preliminary decisions to decline crimi- 
nal prosecutions, it disagreed with the GAO recommenda- 
tion to provide written notification to Energy. Justice offi- 
cials did inform GAO, however, that at the end of the GAO 
review, greater oral communication was taking place be- 
tween Justice and Energy on prosecutive decisions. 

Appropriations 

Administration of justice - Department of Justice, Criminal 
Division 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
DEPARTMENT OF LABOR 

Slow Progress and Uncertain Energy Savings in Program To Weatherize Low-Income Households 
(EMD-80-59, J-15-80) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Comprehensive Employment and Training Act of 1973. Economic Opportunity Act of 1964 (P.L. 
88-452). Energy Conservation and Production Act (P.L 94-385; 42.U.S.C. 6892). National Energy Conservation Policy Act 
(P.L. 95-619). Older American Community Service Employment Act (P.L. 93-29). OMB Circular A-102. H.R. 6136 (96th 
Cong.). H.R 6619 (96th Cong.). S. 1725 (96th Cong.). 

As required by Federal legislation, a review was undertaken 
of the Department of Energy’s (DOE) weatherization assist- 
ance program and its covered activities during fiscal year 
1978. Through fiscal year 1978, DOE and the Community 
Services Administration (CSA) administered nearly identical 
low-income weatherization programs. However, in fiscal 
year 1979, the CSA low-income weatherization program 
was not funded, and DOE was given full responsibility for 
weatherizing the homes of low-income persons to reduce 
high utility bills and conserve energy. The DOE program is 
administered on a decentralized basis through 10 regional 
offices. Moreover, grant funds are provided to the States 
which, in turn, redistribute the money to local administering 
agencies for program implementation. 
Findings/Conclusions: Although the Low-Income Weatheri- 
zation Program of DOE could go a long way toward con- 
serving energy and reducing the utility bills of people least 
able to afford them, the Program has been hampered byz 
(1) a lack of procedures for selecting homes; (2) problems 
in obtaining sufficient labor; (3) a lack of emphasis on rental 
units; (4) legal limits on administrative expenses at the local 
level; and (5) inadequate financial management and pro- 
gram monitoring at the Federal, State, and local levels. Ad- 
ditionally, only about 96,000 homes, as opposed to the es- 
timated 393,000 homes, were reported by DOE as weather- 
ized through December 31, 1978; and even this figure is 
overstated because it includes homes weatherized under 
the CSA program. 
Recommendations: The Secretary of Energy should: (1) im- 
plement program regulations that will require local agen- 
cies to select homes to be weatherized f’rom priority lists, 
after considering both the magnitude of potential energy 
savings and the need to reach low-income people; (2) re- 
vise the progress reporting system to ensure that the total 
number of homes weatherized under DOE and CSA pro- 
grams are identified and reported accurately; (3) instruct 
DOE regional offices, the States, and the local administer- 
ing agencies to place more emphasis on providing pro- 
gram benefits to occupants of rental units; (4) closely moni- 
tor the adequacy of administrative funds and, if problems 

continue, ask Congress to relax the lo-percent limitation; 
(5) design a monitoring system to provide DOE with as- 
surance that the States’ monitoring of local agencies is ade- 
quate to identify and correct accounting, unallowable ex- 
penditures, reporting, and inventory problems; and (6) re- 
quire the scope of annual Certified Public Accountants au- 
dits of local administering agencies to include work which 
will determine if financial management systems meet Fed- 
eral requirements and if program expenditures are allow- 
able. Additionally, the Secretaries of Energy and Labor 
should continue to monitor the labor situation and periodi- 
cally assess the effectiveness of their efforts. Moreover, 
DOE should grant waivers permitting weatherization funds 
to pay for labor costs only after all reasonable efforts to ob- 
tain labor resources have been exhausted, and DOE deter- 
mines that denial of a waiver will cause weatherization funds 
to remain idle. 

Agency Comments/Action 

DOE agreed with all the recommendations except for the 
requirement that local agencies select homes by consider- 
ing both energy savings potential and the need to reach the 
low-income target population. A followup of DOE actions 
indicates that, although the number of homes weatherized 
has substantially increased since the GAO report was is- 
sued, some of the same problems on which GAO reported 
continue to impede the program. 

Appropriations 

Department of Energy and related agencies 

Appropriations Committee Issues 

DOE must make a number of improvements in its manage- 
ment of the low-income weatherization program if the pro- 
gram is to have any impact on conserving energy and 
reducing utility bills of low income persons. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
Office of Coal Mining 
DEPARTMENTOFLABOR 
Mine Safety and Health Administration 
DEPARTMENT OF THE INTERIOR 
Bureau of Mines 

Low Productivity in American Coal Mining: Causes and Cures 
(EMD-U-17, 3-3-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Mine Safety and Health Amendments Act of 1977 (Federal) (P.L. 95-164). Coal Mine Health and 
Safety Act of 1969 (Federal) (P.L. 91-173). P.L. 77-49. P.L. 80-328. P.L. 82-552. 

In order to reduce the Nations’s reliance on imported oil, 
national energy policy calls for greater use of coal. The 
Nation’s ability to make this transition to coal depends on 
the coal industry’s ability to meet future coal production 
needs. Given the importance which labor productivity plays 
in the quantity of coal produced, productivity is crucial to 
meeting national energy goals. Between 1947 and 1969, 
the coal industry experienced a threefold increase in pro- 
ductivity. However, since 1969, overall coal industry produc- 
tivity has declined 26 percent with a 43-percent decline in 
underground mine production. GAO evaluated the major 
factors determining productivity in the coal industry and 
identified those mainly responsible for the decline in labor 
productivity. The review is based on an analysis of a large 
coal mine data base, interviews with mining personnel at 44 
mines, and discussions with Government and private offi- 
cials. 
Findings/Conclusions: The decline in underground produc- 
tivity during the 1970’s was closely tied to the reduced qual- 
ity of labor-management relations, especially after 1973. 
Mine Safety and Health Administration (MSHA) regulation 
was a primary cause of declining underground productivity 
between 1970 and 1973, but was less important afterwards. 
MSHA regulation reduces mine production primarily by re- 
quiring that increased labor be spent on nonproduction ac- 
tivities and by reducing available production time. The 
enactment of strict State reclamation laws is largely respon- 
sible for the decline in productivity in surface mining. 
Although coal mining technology has not caused produc- 
tivity to decline, mechanization and technological innova- 
tion slowed in both underground and surface mines in the 
late 1960’s and has not advanced sufficiently to offset the 
loss due to other causes. GAO found that geological condi- 
tions in underground mines, often cited as a possible cause 
for declining productivity, have not worsened or led to lower 
productivity. Since 1969, underground mines have experi- 
enced worsening labor-management relations as reflected 
in the increase in the number of strikes. Legislation, which 
authorized more stringent health and safety standards, vast- 
fy increased Federal enforcement powers and resources. In- 
creased enforcement activity resulted in lower productivity 
during the peak of inspections in 1973. While MSHA regula- 
tion reduced fatalities in coal mines dramatically, nonfatal 
injuries have stayed high. 

Recommendations: Congress should increase the required 
minimum amount of on-the-job safety training for supervi- 
sors and miners. Congress should authorize the Depart- 
ment of Labor to fund coal industry programs to train coal 
management and labor in effective communication and 
grievance handling. The Bureau of Mines should ensure 
that its products are adequately tested in working coal 
mines to establish and demonstrate their benefits. MSHA 
should devise ways to minimize the regulatory lag which 
now delays introduction of productivity enhancing equip- 
ment that does not impair mine safety. The Secretary of 
Labor should direct MSHA to analyze the impact on industry 
of increasing training requirements and provide further as- 
sistance if warranted. The Secretary of Energy should 
direct the Office of Coal Mining to increase efforts in those 
areas which have high potential for productivity gains. 
Those projects that should receive special attention are the 
ones which reduce MSHA regulation’s adverse productivity 
impacts, improve iongwall mining techniques, and improve 
face haulage. 

Agency Comments/Action 

The Department of the interior concurred with the GAO 
recommendation to adequately test its safety equipment in 
working coal mines to insure their commercialization and 
has programmed special emphasis in this area for the 
1980’s. The Department of Labor concurred with the GAO 
recommendations and has taken action to address ways to 
decrease regulatory lag and analyze the impact of training 
requirements. The Department of Energy concurred and 
indicated that the GAO recommendations will be a useful 
input in program and budget planning of future coal mining 
research work now underway for fiscal year 1983. 

Appropriations 

Health and safety regulation - Department of the Interior 
Health and safety regulation - Department of Labor, Mine 
Safety and Health Administration 
Research and development - Department of Energy, Office 
of Coal Mining 
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VARIOUSDEPARTMENTSANDAGENCIES 

Budget Function: Energy: Emergency Energy Preparedness (0274) 
Legislative Authority: Naval Petroleum Reserve Act (P.L. 94-258). Emergency Petroleum Allocation Act of 1973. Clean Air 
Act, Energy Policy and Conservation Act (P.L. 94-663). Federal Aid Highway Amendments of 1974. Surface Transportation 
Assistance of 1978. Emergency Energy Conservation Act of 1979 (P.L. 96-102). Powerplant and Industrial Fuel Use Act of 
1978. Federal Power Act. Natural Gas Poiicv Act of 1978. Emergency Highway Energy Conservation Act. Executive Order 
12287. 

GAO examined the Federal Government’s ability to cope 
with oil import disruptions, reported on the adequacy of the 
Department of Energy’s (DOE) current contingency pro- 
grams and organization for dealing with oil shortages, and 
suggested ways to strengthen the Nation’s energy emer- 
gency preparedness. in order to examine present emergen- 
cy preparedness, GAO examined emergency programs for 
quickly increasing oil supplies, substituting other fuels for 
oil, restraining oil demand, and allocating short supplies 
both nationally and internationally. GAO also analyzed the 
contingency programs provided by the Emergency Petrole- 
um Allocation Act since Congress might choose to renew 
or otherwise extend the authority of one or more of those 
programs. 
FlndlngslConclusions: With the exception of the recent 
buildup of the Strategic Petroleum Reserve (SPR), the Unit- 
ed States is no better prepared to deal with significant disr- 
uptions in oil imports than it was during the 1973 oil embar- 
go. The Nation’s almost total lack of emergency prepared- 
ness requires immediate attention. GAO found that the Na- 
tion is grossly unprepared to cope with a large shortfall be- 
cause: (1) no plan has been prepared for emergency surge 
oil production; (2) there is no adequate plan for using SPR; 
(3) the Government has no plans for managing private oil 
stock drawdown; (4) both crude oil and petroleum product 
allocation programs are in disarray; (5) Federal and State 
plans for restraining oil demand are totally inadequate; (6) 
emergency oil reserves both here and in other industrialized 
countries are not adequate; and (7) the international oil 
sharing mechanism is too narrowly focused and may not 
work effectively. Government energy supply programs 
should be developed before any shortages occur so that 
government at all levels will not have to enact measures in 
the confusion and political pressures generated by a disrup- 
tion of supplies. Programs are needed which: will yield sig- 
nificant benefits when applied, are fully developed and kept 
ready for use, can be implemented in a timely manner, can 
coordinate the actions of the public and private sectors, can 
be enforced, and are fully tested before use. 
Racommendatlons: Congress should: (1) provide for the 
Secretary of Energy to maintain, after expiration of the E- 
mergency Preparedness Allocation Act (EPAA), the authori- 
ty to require companies to adjust stock levels in times of en- 

ergy emergency; (2) continue DOE authority to require re- 
finers to contribute oil to the Strategic Petroleum Reserve as 
a backup in case other acquisition strategies fail, since this 
authority expires with EPAA after September 30, 1981; (3) 
authorize production at Elk Hills above current maximum 
efficient rates during oil supply emergencies when there is 
minimum risk of damage to the oil field; and (4) replace the 
expiring EPAA authorities with a standby system to help as- 
sure oil availability during disruptions. Whatever system is 
chosen should not embody overall domestic oil price con- 
trol and should be fully developed, tested, and maintained 
in readiness for future disruptions. Congress should require 
the Secretary of the Treasury, with the assistance of the 
Secretary of Energy, to review tax and rebate alternatives for 
use in oil supply emergencies and recommend legislation if 
it is appropriate. Congress should amend the Emergency 
Energy Conservation Act to provide for implementation of 
the Federal plan in any State if, 60 days after the Governor 
has been notified of an emergency energy conservation tar- 
get, the President determines that the State plan is not 
working effectively or immediately if a State plan has not 
been approved. Congress should require DOE to provide 
States with criteria by which their plans will be reviewed 
within 60 days. These should include how much reduction 
in energy consumption State demand restraint programs 
should be capable of realizing within specific time periods. 
Congress should require that State plans be submitted for 
approval to DOE within 9 months. The Secretary of Energy 
should ensure the timely completion of an inventory draw- 
down plan so that the Government can effectively manage 
drawdown of industry stocks. Design of data systems 
should not be held up while other DOE data needs are be- 
ing assessed. Most important is receiving industry-wide in- 
put on the draft plan and Office of Management and Budg- 
et approval for the required data collection systems. The 
Secretary of Energy should prepare plans to establish a 
private petroleum reserve to ensure that high levels of in- 
dustry stocks are available for emergency purposes and to 
promote the building of industry reserves. In this connec- 
tion, the Secretary should review and analyze the various 
options to achieve this objective, including: (1) requiring 
companies to set aside, as present law permits, 3 percent of 
the previous year’s imports or throughput; (2) providing 
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DEPARTMENT OF ENERGY 
DEPARTMENT OF STATE 
DEPARTMENTOFTNETREASURY 

The United States Remains Unprepared for Oil Import Disruptions 
(EMD-81-117, 9-29-81) 



financial incentives for holding oil stocks above a certain 
level; and (3) establishing a quasi-public corporation to 
build and maintain stocks so as to remove their costs from 
company books and to assure some Government control 
and management of them. The Secretary should decide 
which options will best assure the establishement of the 
private petroleum reserve and, if necessary, seek legislative 
authority to carry out such options. The Secretary of Ener- 
gy should improve the Strategic Petroleum Reserve (SPR) 
oil acquisition strategy to provide a greater proportion of 
secure supplies. With due regard for existing contractual ar- 
rangements and SPR storage capacity, the Secretary should 
obtain, at a minimum, all Federal offshore royalty oil from 
leases which produce 100 barrels a day or more of royalty 
oil, and continue to seek to obtain Alaskan royalty oil. The 
Secretary should ensure that comprehensive contingency 
plans clearly specify options considered for SPR use, in- 
cluding rate, amount, and timing of drawdown, and specify 
the method of oil distribution. The Secretary of Energy 
should complete a plan for Elk Hills surge oil production 
and examine the prospects for sure 2 production on other 
Federal lands and seek cooperation horn governing author- 
ities in States with significant potential for surge oil produc- 
tion to allow increased emergency production where feasi- 
ble and to prepare standby programs. The Secretary of En- 
ergy should: (1) prepare, if it proves to be cost-effective, an 
information system for monitoring State energy use that 
can be used for demand restraint programs in concert with 
State governments; (2) expand the current Federal standby 
plan to include a set of measures with potential for achiev- 
ing substantial oil savings; (3) prepare public information 
materials and programs in advance for use during disrup- 
tions to promote demand restraint; (4) acquire the informa- 
tion needed on end-user multifuel use capabilities and 
complete in a timely manner on-going studies of gas trans- 
portation and emergency oil and gas production; (5) design 
appropriate information systems to effectively monitor sup- 
ply availability, transport capacity, and end-user switching 
capability; and (6) evaluate the constraints to fuel switching, 
and identify options to deal with the constraints so as to ef- 
fectively implement an emergency fuel switching program. 
The Secretary of Energy and the Secretary of State should 
seek International Energy Agency members’ agreement to: 
(1) maintain 90 days of true emergency reserves and evalu- 
ate the desirability of amending the present requirement to 
120 days; (2) set aside a portion of emergency reserves for 
possible drawdown in periods of market instability or disr- 
uptions not large enough to trigger the Emergency Sharing 
System (ESS); (3) consider the creation of a spot market 
stabilization fund; (4) provide for thorough and frequent re- 
view of the effectiveness of member nation demand re- 
straint programs, emergency reserves, and fair sharing pro- 
grams; (5) upgrade or revise the ESS information system: 
(6) provide a binding mechanism for resolving price 
disputes among member countries under emergency shar- 
ing; and (7) consider enactment by each of the members of 
legislation authorizing establishment of an emergency tax 
on oil products or a crude oil disruption tariff for use in 
severe disruptions. 

Agency Comments/Action 

All recommendations are open. 

Appropriations 

Energy preparedness - Department of Energy 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
DEPARTMENTOFSTATE 
NUCLEAR REGULATORY COMMISSION 

The Nuclear Non-Proliferation Act of 1978 Should Be Selectively Modified 
(OCG-81-2, j-21-81) 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislative Authority: Nuclear Nonproliferation Act of 1978. Atomic Energy Act. Foreign Assistance Act of 1961. Energy 
Reorganization Act of 1974 (42 U.S.C. 5841(f)). 

The Nuclear Nonproliferation Act of 1978 (NNPA) 
represents an important step by the United States to estab- 
lish a framework of controls and incentives that, if adopted 
internationally, could reduce the threat of weapons proli- 
feration and promote the peaceful uses of nuclear energy. 
Title I states that, as a matter of national policy, the United 
States should take such actions and measures as are 
necessary to assure the availability of an adequate supply of 
nuclear fuel to those nations which adhere to effective 
nonproliferation policies. Title II calls for U.S. contributions 
of financial, technical, informational, and other resources to 
assist the International Atomic Energy Agency in effectively 
implementing safeguards. It also calls on the United States 
to seek to negotiate international principles and procedures 
to be followed in the event of the diversion, theft, loss, or sa- 
botage of nuclear materials, equipment, or technology. Title 
Ill establishes new regulatory controls over U.S. nuclear ex- 
ports and mandates new complex procedures in the way 
commercial nuclear export decisions are reviewed and ap- 
proved by Federal agencies, with provisions for oversight by 
the President and Congress. Title Iv expands U.S. criteria for 
future agreements for peaceful nuclear cooperation and 
directs the President to attempt to change existing agree- 
ments to comply with the new criteria. Title V calls on the 
United States to assist developing nations, especially 
Nonproliferation Treaty parties, in identifying and develop- 
ing nonnuclear energy alternatives with emphasis on solar 
and other renewable energy sources. Since the Act’s enact- 
ment in 1978: (1) no additional nations have acknowledged 
exploding a nuclear device; (2) 12 nations have ratified the 
Nonproliferation Treaty; (3) Spain has moved toward plac- 
ing all of its nuclear activities under international safe- 
guards; and (4) the predicted foreign drive to acquire en- 
richment and reprocessing capabilities has somewhat abat- 
ed. 
FindfngsXonclusions: International cooperation is the key 
to the nonproliferation effort but, with few exceptions, major 
nations have criticized the U.S. nonproliferation strategy. 
The factors influencing foreign reactions to the strategy vary 
widely and include energy, security, political, technical, and 
economic issues. Despite the Act’s limited impact to date, 
GAO does not believe that major revisions are warranted 
because: (1) the Act has only been in existence for 3 years 
and, since many international cooperative initiatives are re- 
quired, it may be too soon to make a meaningful and objec- 
tive assessment of its potential long-term impact; and (2) 
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although it is questionable whether one nation can single- 
handedly solve nonproliferation issues, through the Act the 
United States has heightened worldwide awareness to the 
dangers of proliferation. However, GAO believes that the Act 
should be selectively modified to: (1) conform with political, 
technical, and economic realities; (2) obtain wider interna- 
tional acceptance: (3) preserve the framework for curbing 

the inherent risks of weapons proliferation associated with 
peaceful nuclear cooperation; and (4) improve executive 
branch implementation. 
Recommendations: Congress should state that it is U.S. pol- 
icy to provide expedited review procedures for exports 
under new or renegotiated agreements for cooperation. 
Congress should amend the NNPA to revise the licensing 
delay notification requirements to require the executive 
branch and the Nuclear Regulatory Commission to better 
account for licensing delays and inaction. Congress should 
exempt exports from complying with licensing criteria that 
do not conform with requirements of a new or renegotiated 
agreement for cooperation. Congress should amend the 
NNPA to transfer DOE authority to approve all non-military 
Government exports of nuclear materials to the Nuclear Re- 
gulatory Commission. Congress should amend the NNPA 
to require DOE to provide for the withdrawal of DOE gen- 
eral authorizations in the event the President terminates oth- 
er nuclear exports. Congress should amend the NNPA to 
require the Nuclear Regulatory Commission to refer to the 
President for decision those export license applications 
which the Nuclear Regulatory Commission has had a favor- 
able executive branch recommendation under review for 
120 days, if the applicant requests such a referral. 
Congress should amend the NNPA to require DOE to limit 
general authorizations of significant transfers of nuclear 
technology to non-nuclear weapon nations that adhere to 
full-scope safeguards. Congress should amend the NNPA 
to require DOE to allow the Secretary of Energy to delegate 
approval authority for granting U.S. firms and individuals 
authorization for certain commercial nuclear activities a- 
broad. Congress should amend the NNPA to require DOE 
to provide a better public accounting of authorizations 
granted. Congress should clarify to what extent effective- 
ness of international safeguards should be considered by 
the Nuclear Regulatory Commission in export licensing. 
Congress should eliminate the need for an annual exten- 
sion of the exemption to certain export licensing criteria 
provided to the European Atomic Energy Community by 



amending section 304(a) of the NNPA. Congress should 
also amend section 404(b), (c), and (d) of the NNPA to el- 
iminate the annual presidential review of Title IV’s agree- 
ment criteria and proposed common export policies to 
determine whether any should be applied as export licens- 
ing criteria. Congress should delete Title V from the NNPA. 
Congress should determine whether DOE has adequately 
demonstrated that it fully and objectively considered (1) the 
option of postponing the current centrifuge construction 
program and (2) the feasibility of introducing the potentially 
more efficient and cost-effective advanced enrichment 
technologies. The Secretary of Energy, in conjunction with 
the Secretary of State, the Director of the Arms Control and 
Disarmament Agency, and the Chairman of the Nuclear Re- 
gulatory Commission, should assess the merits of continu- 
ing the Carter Administration’s offer to accept limited quan- 
tities of foreign spent fuel into the United States. The Secre- 
tary of State should meet with other world leaders and lnter- 
national Atomic Energy Agency officials to address the 
problems impeding the effective application of international 
safeguards and to develop a multinational plan to over- 
come these problems. The Secretary of Energy, in con- 
junction with the Secretary of State, the Director of Arms 
Control and Disarmament Agency, and the Chairman of the 
Nuclear Regulatory Commission should revise executive 
branch export licensing procedures (43 Fed. REG. 25326) 
to allow generic recipient government assurances for re- 
petitive exports. The Secretary of State should in consulta- 
tion with the Secretary of Energy, the Director of the Arms 
Control and Disarmament Agency, and the Nuclear Regula- 
tory Commission, reconsider the direction and scope of the 
Program of Technical Assistance to lnternational Atomic 
Energy Agency (IAEA) Safeguards, in light of (1) the origi- 
nal intent of the program, (2) the provisions of the Nuclear 
Non-Proliferation Act of 1978, (3) the increasing depen- 
dence of IA!% on this U.S. program, and (4) the need to re- 
tain the international character of the IAEA safeguards sys- 
tem. The Secretary of State should improve the predictabil- 
ity and timeliness of the export licensing process for highly 
enriched uranium by (1) telling foreign governments, after 
appropriate consultations, which reactors merit continued 
U.S. supplies pending commercial availability of more 
proliferation-resistant fuels and (2) expediting the executive 
branch processing of export requests for presidential re- 
view. The Secretary of Energy, in conjunction with the 
Secretary of State, the Director of the Arms Control and Di- 
sarmament Agency, and the Chairman of the Nuclear Re- 
gulatory Commission should revise the policy to allow the 
executive branch to consider and act on foreign reprocess- 
ing requests without requiring the demonstration of physi- 
cal need. The NRC should resume decisionmaking 
proceedings on whether commercial reprocessing and the 
use of plutonium-bearing fuels should be permitted on a 
widescale basis in the United States from an environmental, 
health, safety, and safeguards standpoint. The Secretaries 
of State and Energy should vigorously pursue solutions to 
nuclear fuel supply assurances, international spent fuel 
management, and international plutonium management 
and storage. 

Agency Comments/Action 

On July 161981, the President announced that the U.S. nu- 
clear non-proliferation policy was being reviewed. The 
Department of State advised GAO that the entire range of 
subjects discussed in this report would be included in the 
Administration’s review. Concerning the recommendations 
to revise the Nuclear Non-Proliferation Act, executive 
branch agencies commented that the Administration was 
considering whether it should seek changes in this law and 
would communicate its views to Congress at an appropriate 
time. 

Appropriations 

Administration of foreign affairs - Department of State 
International organizations and conferences - Department 
of State 
Atomic energy defense activities - Department of Energy 
Arms control and disarmament activities - U.S. Arms Con- 
trol and Disarmament Agency 
Nuclear material safety and safeguards - Nuclear Regulato- 
ry Commission 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFENERGY 
DEPARTMENT OF THE INTERIOR 
OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

Domestic Aluminum Resources: Dilemmas of Development 
(EMD-80-63, 7-17-80) 
(Followup Report Issued Entitled Report on Domestic Aluminum Resources: Dilemmas of Development (EMD-81-96, 6-29-81)) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: National Science and Technology Policy, Organization, and Priorities Act of 1976. F.P.R. l-9.1 07. 

For about 90 years, aluminum has been produced in much 
the same way. Bauxite, the conventional aluminum ore, is 
refined into alumina. Alumina is then reduced in smelters to 
aluminum. This last stage, reducing alumina to aluminum, 
is particularly capital and energy intensive. Although large 
deposits of commercial grade bauxite are very common in 
many foreign countries, they are rare in the United States, 
which consumes about 30 percent of the world’s alumi- 
num. However, the United States has plentiful nonbauxitic 
sources of aluminum which might be developed to help 
reduce raw material imports and reduce the shift of alumi- 
num production capacity overseas, if successfully ad- 
dressed by research and development policies. GAO re- 
viewed the Bureau of Mines’ metallurgy research and devel- 
opment program for nonbauxitic aluminum resources to 
see if it met these needs. 
Findings/Conclusions: From its review, GAO concloded 
that the Bureau of Mines’ nonbauxitic research effort is fun- 
damentally misdirected. First, it has been focusing on 
alumina production and ignoring the fact that the primary 
obstacles to the use of domestic aluminous resources are 
the rapidly rising energy and capital costs of aluminum 
smelting. Without some means of reducing the capital and 
energy costs of aluminum manufacturing in the United 
States, primary metal capacity will continue to shift off 
shore, eliminating any new demand for alumina. Second, 
nonbauxitic alumina processing technology presently pre- 
ferred by the Bureau of Mines is not economically competi- 
tive with conventional bauxitic alumina technology and, due 
especially to escalating energy costs, the competitive gap is 
steadily widening. Third, the Bureau of Mines’ program has 
persisted in trying to develop a nonproprietary technology, 
disregarding proprietary research of both the Department 
of Energy and the private sector. As a consequence, the 
most promising new technologies are receiving inadequate 

conduct an analysis which specifies and evaluates technical 
unknowns of proprietary processes, and estimates the 
probable capital and operating cost implications for each 
process, for the purpose of identifying candidates meriting 
further research efforts; and (4) re-examine the economic 
feasibility of developing alumina from alunite, dawsonite, 
and claykarbo-chlorination, using economic credits from 
the potential production of associated materials. Also, the 
Secretary of the Interior, through the Office of Minerals Poli- 
cy Research and Analysis, should prepare a report which 
analyzes the aluminum industry’s capacity shift off shore, 
and includes U.S. Government policy operations which 
could influence the development of domestic primary 
aluminum production capacity using nonbauxitic produc- 
tion aluminous resources. Finally, the Director of the Office 
of Science and Technology Policy (OSTP) should: (1) ini- 
tiate a review of the alumina/aluminum research objectives 
and programs of the Departments of the interior and Ener- 
gy to assure compatibility of objectives and research sup- 
port, particularly with regard to support of proprietary tech- 
nologies; and (2) accept responsibility for a substantial 
program-design-and-coordination role implementing a 
joint aluminum research program, consistent with the need 
for developing new primary aluminum reduction technolo- 
gy, should this objective be considered desirable. Congress 
should: (1) refuse to consider, as premature, any requests 
for pilot-plant appropriations until the Secretary of the Interi- 
or publishes, in summary form, the essential comparative 
economic assessment of all public and proprietary non- 
bauxitic technology processes; and (2) direct OSTP to re- 
view and coordinate the nonbauxkic alumina and alumi- 
num research programs of the Departments of the Interior 
and Energy, to assure proper coordination and consistent 
Federal support for the most promising technical options. 

research support. 
Recommendations: The Secretary of the Interior, through 

Agency Comments/Action 

the Director of the Bureau of Mines, should: (1) refocus the 
Department’s alumina and aluminum metallurgy research 
program to identify and assist development of those tech- 
nologies which offer promise of substantially reducing the 
energy and capital costs of making primary aluminum; (2) 
recalculate the operating and capital costs for each of the 
six nonbauxitic alumina processes reviewed in the miniplant 
program and the pilot-plant feasibility study using 
proprietary company data, as well as explicit contingency 
and uncertainty funding allowances for each process; (3) 

OSTP believed program coordination and planning could 
be better implemented through OSTP intervention in 
Bureau-level budget reviews by the Office of Management 
and Budget (OMB), rather than a special aluminum re- 
search program for two executive departments. GAO has 
issued a follow-up report to the new administration to ad- 
vise them of its concerns. Officially, the Department of the 
Interior commented thak (1) alumina research should not 
be refocused until the miniplant program was completed; 
(2) proprietary data necessary to compare operating, capi- 
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tal, and contingency costs of the six nonproprietary 
processes it evaluated with those industry claimed were effi- 
cient would not be forthcoming; (3) the Alumina Miniplant 
Technical Audit Committee was already evaluating techni- 
cal unknowns for each process reviewed and their con- 
tingency cost implication; (4) the economic feasibilitq of 
developing alumina from alunite, dawsonite, and 
claykarbo-chlorination, including economic credits from 
their coproducts, could not be determined without 
proprietary data; and (5) there was a need for an analysis of 
the aluminum industry’s shift off shore and the role of pub- 
lic policy options influencing the development of domestic 
aluminum capacity. 

Alumina metallurgy and miniplant programs - Department 
of the Interior; Bureau of Mines; Office of Minerals Research, 
Mineral Resources and Technology Division; Mineral Sci- 
ence and Technology Branch 
Alumina metallurgy and miniplant programs - Department 
of Energy, Conservation and Solar Applications, Conserva- 
tion Research and Development Branch, Alternative Materi- 
als Utilization Branch 
Alumina metallurgy and miniplant programs - Executive 
Ofke of the President, Office of Science and Technology 
Policy 

Appropriations Committee Issues 

Both reports have stressed that further alumina/aluminum 
metallurgy and conservation appropriations for the Depart- 
ments of Energy and the Interior should be refused until 
their programs are effectively coordinated. Funds for OSTP 
policy to coordinate departmental alumina/aluminum re- 
search should be authorized. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFENERGY 
DEPARTMENT OF TRANSPORTATION 
National Highway Traffic Safety Administration 
ENVIRONMENTAL PROTECTION AGENCY 
FEDERAL TRADE COMMISSION 

Consumers Need More Reliable Automobile Fuel Economy Data 
(CED-H-133, 7-28-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Clean Air Act (42 U.S.C. 7525). Motor Vehicle Information and Cost Saving Act (15 U.S.C. 1901 et 
seq.). H. Rept. 96-948. 

Since 1976, purchasers of new automobiles in the United 
States have relied on fuel economy test data to help choose 
fuel-efficient vehicles. Under a fuel economy labeling pro- 
gram administered by the Environmental Protection Agen- 
cy (EPA), in cooperation with the Departments of Transpor- 
tation and Energy and the Federal Trade Commission, 
every automobile manufactured for sale and use in the Unit- 
ed States is required to display a label showing its tested 
fuel economy, its estimated annual fuel costs, and the fuel 
economy range of comparable vehicles. Since the program 
began, there have been complaints of discrepancies be- 
tween the EPA fuel economy test results and consumers’ 
reported on-road fuel economy. GAO was asked to deter- 
mine why these discrepancies exist, whether better meas- 
ures of fuel economy can be developed, and whether better 
ways of disseminating this information to consumers can 
be devised. 
Findings/Conclusions: Differences between the EPA figures 
and drivers’ on-road mileage figures result from many fac- 
tors including variances in travel environments, driver ha- 
bits, vehicle conditions, and design changes. In addition to 
these factors, discrepancies which are caused either by the 
test procedures themselves or by automobile advertising 
have caused consumers to become increasingly skeptical 
of the program. EPA proposes to revise the fuel economy 
labeling program by, among other things, adjusting the test 
values to better represent the gas mileage consumers are 
obtaining on the road. Its proposal includes a plan to apply 
an adjustment factor to each automobile label value which 
would account for the average discrepancy between the fuel 

economy test results and consumers’ on-road data. 
Although manufacturers generally support this plan, some 
are concerned over how the factor should be calculated. 
Recent studies comparing the fuel economy test results 
with on-road experience indicate that separate adjustment 
factors may be required to reflect new automobile technolo- 
gies. However, more research data are needed before any 
definite conclusions can be drawn on how changing tech- 
nologies could affect the adjustment factors. Further, if pro- 
posed EPA revisions to the fuel economy labeling program 
become effective, education programs will be needed to 
adequately inform consumers of the program adjustments 
and limitations. 

Agency Comments/Action 

The report was not released to the agency until September 
15, 1981, as requested by the Committee. Therefore, the 
agency has not yet commented on the report.. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

The Committees should ensure that EPA is working to im- 
plement improvements to the fuel economy labeling pro- 
gram before continuing to fund this program. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
ENVIRONMENTAL PROTECTION AGENCY 
OFFICE OF MANAGEMENT AND BUDGET 
Office of Federal Procurement Policy 

Federal industrial Targets and Procurement Guidelines Programs Are Not Encouraging Recycling and Have 
Contract Problems 
(EMD-81-7, 12-5-80) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Resource Conservation and Recovery Act of 1976. Energy Conservation Policy Act. 

Federal procurement guidelines programs are discussed as 
they relate to the Resource Conservation and Recovery Act 
of 1976 (RCRA) and the National Energy Conservation Poli- 
cy Act (NECPA). 
FindIngsConclusions: Materials recovered from industrial 
and municipal solid wastes could make major contributions 
to the Nation’s requirements for metals and paper. In- 
creased recycling could also provide a significant new fuel 
source and concurrently lessen solid-waste disposal prob- 
lems. However, the two referenced programs established by 
Congress to encourage recycling through Federal procure- 
ment guidelines and industrial targets are not succeeding. 
Both of the programs, like other resource recovery efforts, 
are lacking in direction, coordination, needed resources, 
and desired impact. For example, under the Federal pro- 
curement program the Office of Federal Procurement Poli- 
cy (OFPP) has not pursued its leadership responsibilities, 
the Environmental Protection Agency (EPA) has yet to issue 
any recycling guidelines, and Federal agencies are reduced 
to waiting for policy directives before encouraging the pur- 
chase of recycled products. The program for setting volun- 
tary industrial recycling targets administered by the Depart- 
ment of Energy (DOE) will not promote recycling because 
economic factors determine such industry activities. The re- 
view by GAO of the use of contractors on both programs 
supports the need for an overall Federal conflict-of-interest 
contract policy. 
Recommendations: Congress should (1) consider enacting 
legislation establishing a preference program for recycled 
products in Federal agency procurements, taking into ac- 
count the additional cost and administrative burden on the 
Federal procurement system; (2) direct the Administrator of 
OFPP to take a more active role with EPA to implement the 
objectives of RCRA, section 6002; (3) require evidence that 
any new programs will increase recycling before funds are 
appropriated for industrial target programs under NECPA, 
(4) enact legislation establishing a Federal conflicts-of- 
interest contracting policy; (5) review ongoing Office of 
Management and Budget efforts to develop directives on 
the use of contractors especially to prevent conflicts of in- 
terest; and (6) strengthen its oversight of contracting for 
consulting services. The Administrator of EPA should (1) 
work with the OFPP, and Congress if necessary, to develop 
a preference program for the procurement of recycled 
products; and (2) increase efforts toward identifying uses 

for recycled materials. However, it should avoid long-term 
efforts to determine percentage specifications for the con- 
tent of recovered materials in purchased products, He 
should also amend regulations to require that conflict-of- 
interest clauses be included in all contracts. The Secretary 
of Energy should (1) not pursue efforts to redefine the in- 
dustrial targets as allowed by NECPA; (2) continue to work 
with EPA to identify those recycled products and related 
programs that could have the most positive impact on the 
demand for this Nation’s energy supplies; (3) insure that 
long-term task-order or quick-response contracts of the 
type used in the industrial targets program contain lan- 
guage stating that competition is required where more than 
one of the available contractors have the expertise to com- 
plete a specific task; and (4) amend, where possible, all 
current open master contracts to ensure that new tasks or 
assignments under these contracts are governed by the 
new DOE conflict-of-interest regulations. The Administra- 
tor of OFPP should (1) implement its responsibilities under 
RCRA, section 6002(g); (2) direct Federal procuring agen- 
cies toward accomplishing the objectives of the Act; (3) 
work with EPA and Congress to develop a preference pur- 
chasing program; and (4) actively address the policy issues 
raised by introducing conservation into the procurement 
process. 

Agency Comments/Action 

Little has been done by either OMB or DOE in response to 
the GAO report. EPA is proposing a preference program for 
the procurement of paper. However, lack of funding is de- 
laying its progress. 

Appropriations 

Federal procurement policy - Environmental Protection 
Agency 
Federal procurement policy - Department of Energy 

Appropriations Committee Issues 

Given the potential fuel and solid waste disposal savings 
from an active recycling program, the Committees should 
be addressing the abilities of EPA and DOE to implement 
effective recycling programs. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
FEDERAL TRADE COMMISSION 

Consumer Products Advertised To Save Energy--Let the Buyer Beware 
(HRD-81-85, 7-24-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Policy and Conservation Act (42 U.S.C. 6201 et seq.). Trade Commission Act (15 USC. 41 et 
seq.). 

GAO reviewed the problems experienced by Federal, State, 
and local agencies in protecting consumers from potential- 
ly inaccurate or misleading energy-savings claims. 
FlndingsKonclusfons: GAO noted hundreds of advertise- 
ments having questionable energy-saving claims. The ads: 
(1) appeared to exaggerate a product’s capabilities; (2) did 
not disclose material facts affecting the product’s perform- 
ance; and (3) made performance claims which consumers 
could not compare with competing brands because of the 
lack of standard, generally accepted measures of energy 
savings. Consumers cannot easily determine the accuracy 
of energy-saving claims because: (1) sellers generally are 
not responsive to consumers’ requests for information to 
support the claims; (2) the data that sellers provide con- 
sumers to support claims are often inaccurate, not relevant, 
or highly technical and therefore difficult for most consum- 
ers to understand or evaluate; and (3) consumers often 
cannot learn through experience and switch to more effec- 
tive products because the energy savings are not always 
measurable even after purchase, and the purchases are 
often costly and made infrequently. 
Recommendations: The Chairman of the Federal Trade 
Commission (FTC) should direct of the Bureau of Consum- 
er Protection to alert consumers by publishing additional 
consumer fact sheets about some of the difficulties with 
claims and ads, particularly for solar and wood burning 
products. The Secretary of Energy should direct the Office 
of Consumer Affairs to work with its energy-saving device 
fraud prevention grantee to: (1) establish formal, written 
procedures, including adequate safeguards to protect the 

confidentiality of the material it handles; (2) increase its 
outreach activities to encourage more consumer protection 
agencies to participate; and (3) reach an agreement with 
FTC and the Postal Inspection Service to enable them to 
participate by sharing their data. 

Agency CommentsjAction 

Regarding the GAO recommendation that FTC publish ad- 
ditional consumer fact sheets about some of the difficulties 
with energy-saving claims and ads, particularly for solar and 
wood-burning products, FTC said in its 60-day letter on the 
final report that it is publishing a wood-burning products 
fact sheet and intends to continue this type of consumer 
education activity in the future. In responding to the GAO fi- 
nal report, the Department of Energy (DOE) said that its 
grantee is prohibited by State law from making an absolute 
guarantee of confidentiality of the material it handles. DOE 
said that, should a request for public disclosure be made, 
the grantee will seek a judicial determination that releasing 
such documents would be against the public interest. DOE 
stated that its grantee is encouraging participation of more 
consumer protection agencies. DOE also said that its grant- 
ee is continuing its efforts to reach an agreement with FTC 
and the Postal Inspector to share data. 

Appropriations 

Salaries and expenses - Federal Trade Commission 
Energy conservation - Department of Energy 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
NUCLEAR REGULATORY COMMISSION 

lmprovements Needed in the Nuclear Regulatory Commission’s Office of Inspector and Auditor 
(EMD-81-72, 7-9-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Inspector General Act of 1978 (P.L. 95-452). OMB Circular A-73. 

The Nuclear Regulatory Commission (NRC} is responsible 
for regulating the commercial use of nuclear power in the 
United States, with the goal of preserving public health and 
safety and protecting the environment. To help NRC carry 
out its duties, an Office of Inspector and Auditor (OIA) was 
created to provide the Commissioners with oversight over 
NRC programs and activities and to make recommenda- 
tions for corrective actions. OfA is supposed to eliminate 
waste, fraud, and inefficiency within NRC by functioning in 
an independent audit capacity. 
Findings/Conclusions: To be effective, any audit organiza- 
tion must have: (1) a capable, professional, and motivated 
staff; (2) an adequate planning and prioritization system; (3) 
a set of policies, procedures, and mechanisms for guiding 
and monitoring the staff; and (4) a system for following up 
on past work. Weaknesses in any one of these areas con- 
tribute to work which can be less than satisfactory in quality, 
timeliness, and impact. Such weaknesses presently exist in 
OIA operations. OIA has not followed Office of Management 
and Budget (OMB) requirements and GAO guidance in 
planning and prioritizing its work. As a result, OiA has 
focused too much of its attention on administrative and per- 
sonnel matters rather than on the more important NRC pro- 
grams and has not concentrated its investigative resources 
on work aimed at eliminating fraud and waste within NRC. 
Organizationally, OIA is independent but, functionally, GAO 
found examples where OIA independence needs to be 
strengthened. 
Recommendations: Congress should consider establishing 
an Office of Inspector General at NRC in view of the critical 
importance of effective and efficient regulation to the future 
of commercial nuclear activities. The Chairman of NRC 
should require the Director of OIA to (1) develop a sys- 
tematic planning and prioritization process for audit and in- 
vestigative work which complies with OMB criteria and GAO 
guidance; (2) concentrate its OlA investigative resources on 
work aimed at eliminating fraud and waste within NRC; (3) 
avoid assigning auditors to investigative work; (4) establish 
a process of coordination between the audit and investiga- 
tive groups in identifying possible assignments and clearly 
communicate that process to the OIA staff; (5) develop for- 
mal guidance for the staff to follow in carrying out its work; 

(6) institute a formalized system of control over assign- 
ments where milestones and staff resources are established 
for completing critical steps and periodic job reviews are 
held to evaluate the status of assignments; and (7) establish 
and adhere to requirements regarding the follow-up on au- 
dit reports and see to it that office directors respond in writ- 
ing to OiA investigative reports. The Chairman of NRC 
should explore the possibility of assigning nonappropriate 
employee complaint cases and equal employment oppor- 
tunity allegations to some other NRC office. This will allow 
the OiA investigative staff to give more attention to eliminat- 
ing fraud and waste within NRC. The Chairman of NRC 
should: (1) initiate immediate actions to establish a more 
formal process for seeking agency officials’ comments on 
OL4 draft reports; any exception to this formal process, such 
as the use of an informal draft to obtain comments, should 
be clearly disclosed in the final report; (2) direct OlA to issue 
its reports if program offices are untimely in providing their 
comments and require OiA to reflect in its reports any 
changes made based on program office comments; and 
(3) discontinue the practice of OlA conducting joint investi- 
gations with other NRC offices. 

Agency Comments/Action 

The 60-day letter had not been received as of the date that 
this report was prepared. In providing formal comments on 
the report, NRC agreed with 7 of the 11 GAO recommenda- 
tions directed toward it. 

Appropriations 

Nuclear Regulatory Commission, Office of Inspector and 
Auditor 

Appropriations Committee Issues 

The recommendations in this report are that Congress 
should consider establishing an Office of Inspector General 
at NRC. If this were done, more funds would need to be ap- 
propriated to NRC. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFENERGY 
NUCLEAR REGULATORY COMMISSION 

Greater Commitment Needed To Solve Continuing Problems at Three Mile Island 
(EMD-81-106, 8-26-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Price-Anderson Act (Atomic Energy Damages). Atomic Energy Act of 1954. Energy Reorganization 
Act of 1974. Power Act (Water). Department of Energy Organization Act (P.L. 95-91). Public Utility Regulatory Policies Act 
of 1978 (P.L. 95-617). Public Utility Holding Company Act of 1935, (15 U.S.C. 79 et seq.). H.R. 2512 (97th Cong.). S. 1226 
(97th Cong.). 

The nuclear accident at Three Mile Island (TMI) placed a 
major electric utility system, the General Public Utilities Cor- 
poration (GPU), on the brink of insolvency while faced with 
a multiyear, $600-million unfunded cleanup operation that 
must be completed under uncertain regulatory constraints. 
GAO reviewed the current and prospective status of GPU. 
Findings/Conclusions: GAO concluded that: (1) replace- 
ment power for TMI units is available, but future system reli- 
ability is questionable unless funds are made available to in- 
crease construction and maintenance above present re- 
stricted levels; (2) the financial condition of GPU continues 
to deteriorate and, unless sufficient rate relief is granted to 
restore its financial credibility, its future as a provider of 
electric power is in doubt; (3) cleanup of TMI-2 is techno- 
logically feasible but the uncertainties surrounding the 
source of the estimated $600 million needed for the task 
and the regulatory environment in which it must be done 
have yet to be resolved; (4) the expeditious cleanup of TMI- 
2 and the benefits that can be derived are significant 
enough to warrant the financial participation of several par- 
ties rather than putting the entire burden on any one entity; 
(5) State officials in Pennsylvania and New Jersey have not 
taken the leadership role in assembling the financial assist- 
ance needed for the cleanup; (6) on-site property insurance 
coverage needs to be increased to levels that the Nuclear 
Regulatory Commission (NRC) determines to be adequate 
if other utilities are to avoid the financial and operational 
stress suffered by GPU in the event of another major ac- 
cident; and (7) better defined regulatory guidelines for nu- 
clear accident recovery efforts are needed to minimize the 
delays and added costs that have occurred at TMI-2. 
Recommendations: Congress should provide the required 
multiyear funding to the Department of Energy (DOE) for 
its research and development program at TMI. Congress 
should closely follow the current efforts to resolve the fund- 
ing problems for the TMI-2 cleanup through State and utility 
industry financing and the DOE research and development 
program. If these State-led efforts are not successful, 
Congress should devise a mechanism which would serve to 
obtain the required financial assistance to complete the 
TMl-2 cleanup. DOE should prepare a multiyear budget 
proposal for Federal participation in the TM1 cleanup effort 
and present it to Congress. The budget proposal should 

recognize the primary leadership role of State officials in 
working with GPU and the industry in the cleanup effort and 
within that parameter should clearly specify the objectives 
to be achieved by Federal involvement, the work steps re- 
quired in each fiscal year, the application of the program 
results, and the total @riding needed to successfully meet 
research and development objectives. NRC should closely 
follow the current efforts of the insurance and utility indus- 
tries to increase insurance coverage to what it determines to 
be an acceptable level. No later than December 31, 1981, 
NRC should assess the progress being made. This assess- 
ment should include an evaluation of the insurance availa- 
ble in the private sector and a determination as to whether a 
mandated insurance coverage program is necessary. NRC 
should establish a set of guidelines that would facilitate the 
development of recovery procedures by utility companies in 
the event of other nuclear accidents. The preparation of the 
guidelines should be initially based on the lessons learned 
and experience gained from the TMI-2 cleanup and 
recovery efforts at other nuclear installations. NRC should 
periodically assess the adequacy of its guidelines and 
standards and evaluate the state-of-the-art technology for 
decontaminating air and water effluent produced by a nu- 
clear accident to ensure that it can quickly respond to the 
needs of the regulated utility and adequately protect the 
public health and safety. 

Agency Comments/Action 

Agency comments were not received as of November 23, 
1981. 

Appropriations 

Nuclear energy - Department of Energy, Nuclear Reactor 
Programs 
Nuclear energy regulation - Nuclear Regulatory Commis- 
sion, TMI Program Office in Office of Nuclear Reactor Reg- 
ulation 

Appropriations Committee Issues 

The Committees should monitor the DOE budget request 
for TMI and require DOE to submit and justify a multiyear 
budget request. 
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VARIOUSDEPAR'TMENTSANDAGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
National Institutes of Health 
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
ENVIRONMENTAL PROTECTION AGENCY 

Reducing Tooth Decay--More Emphasis on Fluoridation Needed 
(HRD-79-3, 4-13-79) 

Budget Function: Health: Prevention and Control of Health Problems (0553) 
Legislative Authority: Safe Drinking Water Act Housing and Community Development Act. 

A Federal research program on tooth decay prevention was 
started in 1971, but public officials cannot predict when the 
program will achieve a decrease in tooth decay. Tooth de- 
cay affects nearly every person in the United States and is a 
tremendous financial burden to the public and to the State 
and Federal governments. 
Findings/Conclusions: Questionable research expenditures 
have been made to develop prevention techniques that do 
not have widespread applicability and to demonstrate 
methods that were already successfully marketed, such as 
the $2 million spent to demonstrate school-based mouth- 
rinsing. When these demonstrations were begun, this tech- 
nique was already known to be effective and had been com- 
mercially marketed in 40 States. Relatively little is being 
done to promote fluoridation, a proven decay prevention 
technique. Greater emphasis is needed to promote this 
cost-effective technique for reducing tooth decay. The Safe 
Drinking Water Act has been misinterpreted in some com- 
munities as prohibiting fluoridation. Environmental Protec- 
tion Agency regulations implementing the Act are mislead- 
ing in that fluoridation’s dental health benefits are not prom- 
inently stated. The agency has agreed to amend the regula- 
tions. 
Recommendations: The Secretary of Health, Education, and 
Welfare should direct the Director of the National Institutes 
of Health to develop criteria for undertaking National Caries 
Program demonstration projects and periodically, at least 
annually, reassess the potential public benefit of tooth de- 
cay prevention techniques being funded by the National 
Caries Program. The Secretary should require the Assistant 
Secretary for Health to: place greater emphasis on helping 
State and local public health agencies to promote fluorida- 
tion; determine whether the public Health Service has the 
authority to provide specific financial assistance to fluori- 
date water supplies and, if such authority is lacking, request 

that Congress provide it; and increase efforts to educate the 
public about the decay prevention benefits of fluoridation 
and seek out other organizations that can help in these ef- 
forts. The Secretary of Housing and Urban Development 
should instruct regional officials to not@ States and com- 
munities that the cost of fluoridation equipment can be in- 
cluded in water system improvement grants. 

Agency Comments/Action 

Program officials agreed with the GAO recommendations 
regarding fluoridation. Since the report was issued the De- 
partment of Health and Human Services (HHS) has initiated 
a fluoridation promotion program and, in fiscal year 1979, 
awarded 19 grants to states and three individual cities for 
water fluoridation and public awareness activities. Also, 
specific authority for HHS to award grants for community 
and school water fluoridation has been added under Sec- 
tion 3 I7 of the Public Health Service Act. The Environmen- 
tal Protection Agency has clarified its National Interim Pri- 
mary Drinking Water Regulations by adding an acknowl- 
edgment of the benefits of fluoride in drinking water at op- 
timum levels. 

Appropriations 

Department of Health and Human Services, National Insti- 
tutes of Health, Center for Disease Control 
Department of Labor 
Department of Housing and Urban Development 
Environmental Protection Agency 

Appropriations Committee Issues 

Congress should amend certain language in the Safe 
Drinking Water Act which discourages fluoridation. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENT OF JUSTiCE 
Bureau of Prisons 
United States Marshals Service 

Jail Inmates’ Mental Health Care Neglected; State and Federal Attention Needed 
(GGD-81-5, 11-l 7-80) 

Budget Function: Administration of Justice: Federal Correctional Activities (0753) 
Legislative Authority: Drug Abuse Office and Treatment Act of 1972 (P.L. 92-255; 86 Stat. 65). Alcoholism and Intoxication 
Treatment Act. Juvenile Justice and Delinquency Prevention Act of 1974 (P.L. 93-415; 88 Stat. 1139). Community Mental 
Health Centers Act (P.L. 88-164; 77 Stat. 290). Comprehensive Alcohol Abuse and Alcoholism Prevention, Treatment and 
Rehabilitation Act of 1970 (P.L. 91-616; 84 Stat. 1848). U.S. Const. amend. VIII. 

Studies indicate that from 20 to 60 percent of the, jail popu- 
lation on any given day have mental health problems. But 
most jails do not identify all inmates in need of help or pro- 
vide for their proper care. The Law Enforcement Assistance 
Administration (LEAA) established the National Advisory 
Commission on Criminal Justice Standards and Goals to 
formulate national criminal justice standards and goals at 
the State and local levels. The Commission found a general 
lack of funding and program innovation at the local level, 
and it concluded that few local communities, especially in 
sparsely settled areas, have sufficient resources to resolve 
jails’ problems and provide appropriate health and other 
services. The Commission recommended that the States 
assume the responsibility for operating and controlling local 
jails by 1982. If States did not assume control, it recom- 
mended alternative actions which included: (1) adoption of 
professional, statewide standards for jails, and State inspec- 
tions to ensure compliance; (2) State supervision of and as- 
sistance for training of jail personnel; and (3) State- 
supervised comprehensive planning to ensure that all ap- 
propriate community services agencies were used to pro- 
vide services for inmates in jails or through community- 
based alternatives. 
Findings/Conclusions: States have made only limited prog- 
ress in implementing the Commission’s recommendations. 
States generally have not assumed responsibility for operat- 
ing and controlling local jails. Some States are adopting 
mandatory professional standards for jail mental health 
services. However, States have done little to overcome 
widespread inadequacies in the training of local jail person- 
nel. Criminal justice and health systems continue to operate 
separately with little interaction or cooperation. None of the 
States GAO visited had comprehensively assessed inmates’ 
mental health care needs and community agencies’ capaci- 
ty to meet them or linked criminal justice and health sys- 
tems to provide services for inmates in jails and through 
community-based alternatives. Although improving mental 
health care in locally operated jails is not primarily a Federal 
responsibility, financial and technical assistance programs 
administered by the Department of Justice and the Depart- 
ment of Health and Human Services (HHS) could aid the 
States in bringing mental health care services for inmates 
up to acceptable standards. The two Federal Metropolitan 
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Correctional Centers which GAO visited did not always ade- 
quately screen incoming inmates or provide for adequate 
treatment for inmates having behavioral disorders. Treat- 
ment deviated from professional standards in that neither 
had a program for drug addiction. Correction of manage- 
ment shortfalls would improve services and facilitate the 
better use of resources. 
Recommendations: The Attorney General should require 
the Administrator of LEAA to include in the Standards Im- 
plementation Program a provision for training of State per- 
sonnel responsible for training local jail staff to assist States 
in achieving an ongoing capability to help indvidual jails 
meet professional standards statewide. The Attorney Gen- 
eral should require the Director of the U.S. Marshals Service 
to ensure that the Service’s jail inspectors are adequately 
trained in professional standards for jail mental health care 
services, as a means of assisting their implementation in lo- 
cal jails. The Attorney General should require that the 
Director of the National Institute of Corrections (NIC) in- 
struct the NIC Jail Center to (1) make provision for training 
State jail inspectors in mental health services to assist in 
giving States an ongoing capability to evaluate jails in terms 
of professional standards and to help individual jails in im- 
plementing them; (2) establish a program of demonstration 
and training in the implementation of professional stand- 
ards for mental health care services in some, and eventually 
all, jail Area Resource Centers; and (3) ensure that the jail 
Area Resource Centers, in connection with the above, draw 
upon the experience acquired by the American Medical As- 
sociation in its LEAA assisted project to promote the imple- 
mentation of jail health standards. The Secretary of HHS 
should require the Administrator of the Alcohol, Drug A- 
buse, and Mental Health Administration (ADAMHA) to (1) 
direct the National Institute of Mental Health (NIMH) and 
National Institute on Alcohol Abuse and Alcoholism 
(NIAAA) to revise guidelines for comprehensive statewide 
mental health and alcoholism plans to make it clear that 
State agencies should assess the needs of jail inmates in 
the planning process; (2) direct NlMH to furnish guidelines 
to community mental health centers and State agencies 
responsible for mental health that specifically describe the 
ways in which centers could assist jails; (3) direct NlAAA to 
evaluate its program to assist States that adopt provisions of 



the Uniform Alcoholism and Intoxication Treatment Act and 
ensure that program results are made known to other 
States; and (4) strengthen the National Institute on Drug A- 
buse procedures for reviewing State drug agencies’ com- 
prehensive plans to ensure that the drug treatment needs of 
jail inmates are considered. The Attorney General should 
require the Director of the Bureau of Prisons to (1) take ap- 
propriate actions to that assure inmates’ mental health 
problems are adequately identified during initial screening 
and that behavioral disorder treatment services are upgrad- 
ed to meet established policies; (2) take action to assure 
that Metropolitan Correctional Centers (MCC) routinely 
identify and refer for comprehensive health appraisals in- 
mates who will be in the MCC’s at least 14 days and provide 
such appraisals within that period; (3) provide MCC inmates 
with access to adequate substance abuse treatment pro- 
grams; (4) increase the time available to professional men- 
tal health personnel for professional duties by giving greater 
priority to providing them with full-time clerical support; (5) 
use staff more effectively by ensuring that appropriate 
ongoing psychological reinforcement training is provided to 
physician’s assistants engaged in mental health care prob- 
lem identification; and (6) require the establishment of a 
psychological file for each inmate identified as mentally ill 
and require recording of psychological diagnoses, treat- 
ment needed, treatment provided, and results. The Secre- 
tary of HHS and the Attorney General should require the Ad- 
ministrators of LEAA and ADAMHA and the Director of NIC 
to jointly (1) establish a mechanism for continuing coordi- 
nation among LEAA, NIC, and HHS institutes to better as- 
sure that their efforts regarding mental health care for jail 
inmates are directed towards common goals and are mutu- 
ally supportive; and (2) to define and agree upon the agen- 
cies’ and institutes’ respective responsibilities and roles in 
meeting inmates’ needs and, as a corollary, develop a joint 
strategy for their assistance efforts. 

Agency Comments/Action 

The Department of Health and Human Services stated that 
it would review present and future activities most carefuliy to 
assure that emphasis on care for jail inmates is ongoing 
and persistent and that strategies are jointly operated with 
other Federal and State agencies. The Department of Jus- 
tice stated that, in general, the report presented a fairly 
thorough critique of mental health care conditions in state 
and local jails. 

Appropriations 
r 

Federal prison system - Department of Justice 
Mental health care - Department of Health and Human 
Services 

Appropriations Committee Issues 

The Committees should consider the matter of the efficient 
delivery of mental health care services. 

117 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVCES 
DEPARTMENT OF THE lNTERlOR 

The Idan Self-De&mdmtion Act: Many Obstacles Remain 
(HR.@78-59, 3-I-78) 

Budget Function: Education, Manpower, and Social Services: Elementary, Secondary, and Vocational Education (0501) 
Legislative Authority: Indian Self-Determination and Education, Assistance Act (25 U.S.C. 450, P.L 93638). Buy lndian Act 
of 1910 (25 U.S.C. 47). Johnson-0-Malley Act of 1934 (25 U.S.6 452). 25 C.F.R. 271. S.Rept 93-762. S.1017 (93rd 
Cong.). Indian Reorganization Act of 1934. P.L 83-280. P.L 94-437. 

Tiie I of P.L. 93-638, the Indian Self-Determination Act, 
gives Indian tribes the opportunity to admiiister Federal ln- 
dian programs through contracts which they must request 
The Secretaries of the Interior and Health, Education, and 
Welfire (HEW) are directed to contract with the tribes to 
plan and conduct programs which the Bureau of Indian Af- 
fairs (BlA) and/or the Indian Health Service (IHS) administer 
for the Indians. 
IfindingslConclusions: In three areas reviewed, very little 
control has shifted to tribes since implementation of title 1. 
Of 50 title I contracts given to the five selected tribes during 
fiscal years 1975-l 977, only 1 resulted in a shift of services 
from the agency to the tribe, 40 represented renewals of 
previous contracts, and 9 were for new programs. Most tri- 
bal officials said that they did not plan to request contracts 
for large-scale takeover of programs, citing such obstacles 
as Federal procedures and policies, beliefs that contracts 
do not offer greater opportunities, and uncertainties and 
fears related to program administration and funding. Be- 
cause of the agencies’ interpretation of self-determination, 
they have adopted policies of reacting to tribal initiatives 
rather than encouraging tribes to contract for programs. 
GAO believes that the Act allows the agencies to encourage 
and assist tribes without violating the concept of seif- 
determination. 
Recommendations: The Secretaries of the lnterior and HEW 
should direct BlA and IHS to establish criteria for measuring 
progress in implementing the Self-Determination Act and 
develop and implement procedures for making sure that 
tribes have a full understanding of their options under title I, 
helping tribes to obtain information needed for informed 
decisions on assuming programs, and guiding the tribes in 
determining how to acquire needed skills or resources to 

contract for a particular program. Some tribes may require 
a description of programs available for contracting and a list 
or description of services delivered to the tribe. 

Agency Comments/Action 

Subsequent to the report’s issuance, the Indian Health Serv- 
ice has established the Office of Tribal He& Program Sup- 
port This program will be the primary mechanism for 
strengthened tribal self-determination capacity to operate or 
manage their own health care delivery system. This new 
program will provide the resources needed by the Indian 
Health Service to award contracts and grants pursuant to 
the lndian Self-Determination Act, and enable tribes and tri- 
bal groups to develop necessary management capabilities 
in such activities as planning, development of health care 
institutions, training staff development and evaluation of 
program effectiveness. 

Appropriations 

Preventive health - Department of Health and l-km-ran Serv- 
ices, lndian Health Service 

Appropriations Committee Issues 

Congress needs to be assured thab (1) Federal expendi- 
tures are not significantiy increased as a result of the trans- 
fer of federally managed activities to tribai controlled act+ 
ties; (2) BlA and IHS managed activities are not forced upon 
the tribes; and (3) IHS budget requests for self- 
determination activities related to health training, communi- 
ty development and urban health programs are not repeti- 
tive. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
FEDERALEMERGENCYMANAGEMENTAGENCY 
SELECTIVE SERVICE SYSTEM 

Will There Be Enough Trained Medical Personnel in Case of War? 
(HRD-81-67, 6-24-81) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: P.L. 96-342.42 USC. 215. 42 U.S.C. 217. 

The military services medical departments have two mis- 
sions: (1) to provide peacetime care to eligible beneficiaries, 
and (2) to maintain readiness to meet wartime contingen- 
cies. Pursuant to a congressional request, GAO reviewed 
the extent to which wartime military medical personnel 
shortages exist, what was being done or could be done to 
overcome the shortages, and how well available personnel 
were trained for wartime missions. 
Findings/Conclusions: An analysis of Department of De- 
fense (DOD) data shows that the number and types of 
medical personnel in the active duty and reserve forces fall 
far short of the total projected personnel requirements for 
the current, most demanding wartime scenarios. DOD pro- 
jections show that shortages of physicians, nurses, and en- 
listed medical personnel would be most severe, reduce ca- 
pacity to deliver wartime care, and begin to occur soon after 
mobilization. Shortages of surgical personnel would be 
especially critical. Some other enlisted specialty shortages 
would also be critical because no pretrained pool exists in 
the civilian sector. To plan effectively for wartime contingen- 
cies, DOD planners need data not only on total medical 
personnel requirements, but also on what portion of those 
requirements DOD can actually use in its own military hos- 
pitals. It has made little progress toward implementing 
plans and initiatives to increase its capabilities in these per- 
sonnel shortage areas. DOD medical readiness planning 
has focused on long-range goals and objectives to address 
anticipated changes in threat, personnel, and other factors 
in future years. Federal mobilization planners believe that 
the civilian sector has enough medical personnel to aug- 
ment most military mobilization needs. Selective Service 
System planners have not determined the rate at which 
medical personnel could be brought into the militaty if mo- 
bilization occurred. Other alternatives are available to DOD 
in planning to overcome shortages of medical personnel 
after mobilization. 
Recommendations: The Secretary of Defense should make 
prearrangements for interservice assignments. The Secre- 
tary of Defense should obtain advance agreements with ci- 
vilian medical personnel to fill key hospital shortages. The 
Secretary of Defense should make arrangements to use 
those Public Health Service officers the Secretary of HHS 
determines could be committed to DO,D. The Secretary of 
Defense should require the Army to provide needed clinical 
skills training programs to field personnel on loan to hospi- 
tals. The Secretary of Defense should direct the services to 
periodically report their requirements estimates to DOD 

medical mobilization planners for developing overall medi- 
cal mobilization plans. The Secretary of Defense should 
identify and implement specific initiatives to recruit and re- 
tain nurses while continuing its initiatives to recruit and re- 
tain physicians. The Secretary of Defense should require 
the Army to establish firm criteria for the frequency and 
duration of in-hospital training to be given to field unit per- 
sonnel. The Secretary of Defense should direct the services 
to develop a consistent and systematic method to estimate 
the rate at which reserve medical personnel can be expect- 
ed to report for duty after mobilization. The Secretary of 
Defense should require the Army to increase in-hospital 
training programs for field unit personnel located within 
short distances of military hospitals. The Secretary of De- 
fense should direct the services to develop consistent esti- 
mates of near-term medical personnel requirements based 
on total needs and needs as constrained by available mili- 
tary facilities. The estimates of constrained personnel re- 
quirements should be developed together with complete 
assessments of the availability of other medical resources, 
such as hospital beds, equipment, and logistic support. 
The Secretary of Defense should develop specific plans to 
meet the early postmobiliiation requirements of DOD for 
(1) surgeons and other surgical personnel in-theater; and 
(2) medical personnel in military-unique specialities. The 
Secretary of Defense should require the Army to structure 
in-hospital training programs to provide exposure to the full 
range of needed skills. The Secretary of Defense should 
plan for near term contingencies by evaluating alternatives 
for overcoming postmobiliiation medical personnel short- 
ages which would occur before Selective Service inductees 
report and are trained for military duty. The Secretary of 
Defense should require the Army to develop a system for 
monitoring both clinical and combat related training to in- 
sure that they are given a high priority and are effectively ac- 
complished. The Secretary of Defense should require the 
Army to provide guidance to unit and hospital commanders 
giving increased priority to medical readiness training. The 
Secretary of Defense should ascertain the extent to which 
courses, such as the recently developed triservice Combat 
Casualty Care Course, should be expanded to provide train- 
ing to medical personnel not now eligible and assure that 
such training is provided to all appropriate categories of 
military medical personnel. The Secretary of Defense and 
the Director of the Selective Setice System should submit 
a proposal for a postmobilization draft of medical personnel 
to Congress as soon as possible. The Secretary of Defense 
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should evaluate the applicability of the GAO recommenda- 
tions regarding the Army’s medical personnel training pro- 
grams to the programs of the other services and, where ap- 
propriate, assure that the other services take steps to imple- 
ment them. The Secretary of Defense and the Director of 
the Selective Service System should jointly develop provi- 
sions to be included in a standby legislative proposal for a 
postmobilization draft of medical personnel. The Secretary 
of HHS should ascertain the extent to which (1) civilian 
medical personnel will be required and available in the civil- 
ian sector during mobilization; and (2) DOD can rely on ci- 
vilian medical personnel as it plans its mobilization efforts. 

Agency Comments/Action 

The agencies agreed with the GAO recommendations. In 
written comments and testimony, DOD stated that it has 
directed the services to implement the recommendations 
relating to developing medical personnel requirements and 
that it had begun efforts toward implementing the other 
recommendations. In written comments, the Department of 
Health and Human Services and the Selective Service Sys- 
tem also indicated that they would implement the recom- 
mendations Because of the nature and interdependence of 
many of the recommendations, it may take many months 
to complete implementation. For example, a standby pro- 
posal for drafting medical personnel is not expected until 
February 1982. 

Appropriations Committee Issues 

Better contingency planning is needed to assure an ade- 
quate supply of medical personnel to meet DOD wartime 
requirements, especially requirements in the first months 
after war begins. The Committees should monitor the prog- 
ress made in improving the plans and their impact on the 
requested funding levels of the agencies directly involved. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
National Institutes of Health 
NATIONAL SCIENCE FOUNDATION 

Better Accountability Procedures Needed in NSF and NIH Research Grant Systems 
(PAD-U-29, Y-30-81) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (0251) 
Legislative Authority: Science Foundation Act (42 USC. 1861 et seq.). Federal Grant and Cooperative Agreement Act of 
1977. 

GAO assessed the systems used by the National Science 
Foundation (NSF) and the National Institutes of Health 
(NIH) to determine which research proposals by colleges, 
universities, and other nonprofit research institutions are to 
be funded and how scientific performance on the grants is 
assessed when continued support is provided. Specifically, 
GAO focused on the peer review system of the scientific 
performance accountability system which is used in large 
measure to determine which research proposals are to be 
funded and how scientific performance on the grants is as- 
sessed when continued support is provided. 
Findings/Conclusions: Although the scientific performance 
accountability systems are basically the same at NSF and 
NIH, the procedures differ significantly. GAO believes that 
some of the NIH peer review procedures have certain ad- 
vantages over those at NSF. At NIH, peer review prevented 
17 percent of the researchers who sought additional grant 
funding from continuing their research, and their com- 
ments directly affected some of the other continued re- 
search. At NSF, none of the researchers who sought contin- 
ued funding had their requests denied, but comments did 
eliminate some research objectives and the time requested 
to do the research was reduced. Unlike NIH, NSF does not 
ask peer reviewers to comment on the performance of the 
immediately preceding grant. For new project proposals, 
neither NSF nor NIH requires researchers to discuss prior 
grant results or to identify prior grant publications. NIH au- 
tomatically fowards peer review comments to researchers; 
whereas, NSF forwards them only on request. NSF, NIH, or 
the universities do not uniformly monitor the progress or 
evaluate the results of research grants. Most of the 
researchers who were awarded renewal grants did not ac- 
complish all of the objectives of the immediately preceding 
goal, but the researchers were expected to attempt the 
grant’s objectives. Neither NSF nor NIH specifies the extent 
to which researchers can deviate from a grant’s original ob- 
jectives without prior agency approval. 
Recommendations: The Director of the National Science 
Foundation should require that renewal proposal progress 
reports identify the objectives; show evidence of the prog- 
ress toward their achievement; and any major changes in 
direction or emphasis and rationale for such changes, pub- 
lications, and other input from a researcher’s immediately 
preceding grant. The Director of the National Science 
Foundation should require that peer reviewers be asked 

when reviewing renewal proposals to specifically comment 
on a researcher’s performance on the immediately preced- 
ing grant. The Director of the National Science Foundation 
should require that the documentation of panel peer review 
deliberations include the major elements required of the 
NIH peer review group summary statement when individual 
peer reviewers’ written reviews do not provide this informa- 
tion. The Director of the National Science Foundation 
should require that peer review comments be automatically 
sent to researchers. The Director of the National Science 
Foundation should require that proposals identify the re- 
search objectives to be undertaken during the grant period. 
The Directors of the National Science Foundation and the 
National Institutes of Health should require that proposals 
for new projects include evidence of progress from prior 
grants. The Directors of the National Science Foundation 
and the National Institutes of Health should require that 
peer reviewers be furnished any available final technical re- 
ports and listings of publications from prior grants when 
researchers seek funding for new projects. The Directors of 
the National Science Foundation and the National Institutes 
of Health should require that more systematic and uniform 
review of annual progress reports be made by the program 
officers. The Directors of the National Science Foundation 
and the National Institutes of Health should require that 
more specific guidelines be established regarding the ex- 
tent to which researchers can change grant objectives 
without prior agency approval. 

Appropriations 

Agency-wide - Department of Health and Human Services, 
National Institutes of Health 
Agency-wide - National Science Foundation 

Appropriations Committee Issues 

The recommendations for needed changes to provide 
better accountability procedures in NSF and NIH research 
grant systems should strengthen the peer review process 
through requirements to assess progress and results for pri- 
or and ongoing research projects. These changes, if imple- 
mented, would reduce the waste associated with awarding 
funds for research that is not of the highest order of merit 
relative to other proposers. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OFFICE OF MANAGEMENT AND BUDGET 
VETERANS ADMINISTRATION 

Legislation Needed To Encourage Better Use of Federal Medical Resources and Remove Obstacles to interagency 
Sharing 
(HRD-78-54, 6-14-78) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Heart Disease, Cancer, and Stroke Amendments of 1965 (42 U.S.C. 299). Comprehensive Health 
Planning and Public Health Service Amendments of 1966 (42 USC. 246). National Health Planning and Resources Devel- 
opment Act of 1974 (P.L. 93-641; 42 U.S.C. 300). Economy Act (31 U.S.C. 686). 38 U.S.C. 5003. 38 U.S.C. 5053. 42 
U.S.C.254a. lOU.S.C.23Ol.lOU.S.C. 1079.lOU.S.C. 1074.38U.S.C.213.38U.S.C.628.38U.S.C.613. H.R.Conf.Rep. 
94-1314. Army Regulation 40-3. OMB Circular A-95. 

Concern has been expressed about the increasing costs of 
medical care in the Nation. The Department of Defense 
(DOD), the Veterans Administration (VA), and the Depart- 
ment of Health, Education, and Welfare (HEW) have the 
major responsibility for providing health care directly to 
beneficiaries. Several laws have been enacted to encourage 
regional cooperation in health care. 
Flndings/Conclusfons: Federal agencies’ participation in re- 
gional health planning groups has been, for the most part, 
only advisory. In fiscal year 1977, the responsible agencies 
spent over $6 billion to provide medical care to Federal 
beneficiaries and over $700 million for care in the non-Fed- 
eral sector. Increased interagency sharing is being planned, 
and an interagency Federal Health Resources Sharing 
Committee has been established. However, there are obsta- 
cles to interagency sharing such as the absence of a specif- 
ic legislative mandate or guidance for this purpose, restric- 
tive regulations and policies, and inconsistent methods for 
reimbursing agencies for services provided to beneficiaries 
of other agencies. 
Recommendations: The Secretaries of Defense and HEW 
and the Administrator of VA should direct the committee to 
seek solutions to obstacles within agencies which impede 
sharing, and report annually to congressional appropria- 
tions committees on progress. The Director, Office of Man- 
agement and Budget (OMB) should establish a manage- 
ment group to work with agencies to better coordinate the 
development of an effective Federal sharing program. 
Congress should enact legislation to establish an expanded 
and cost-effective interagency sharing program. The legis- 
lation should establish a policy that directs interagency 
sharing, authorize Federal direct health care providers to 
accept all categories of beneficiaries on a referral basis 
when advantageous, eliminate restrictions on medical serv- 
ices which can be shared, authorize sharing arrangements 
by Federal field hospital managers, authorize expansion of 
services for cost effectiveness, establish a policy requiring 
fullest use of nearby Federal medical resources, authorize a 
method of reimbursement for Federal hospitals in which 
revenues would offset expenses, and assign to OME 
responsibilities for coordinating interagency sharing and re- 
porting to Congress. 
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Agency Comments/Action 
DOD, VA, and HEW generally agreed with the conclusions 
and recommendations, expressing their support for the 
concept of increased sharing of Federal medical resources. 
They cited several actions that have already been taken to- 
ward this objective, including the establishment of the Fed- 
eral Health Resources Sharing Committee. OMB agreed 
that interagency sharing should be improved, but did not 
agree with some of the recommendations concerning its 
role in increasing interagency sharing. OMB strongly 
disagreed with the proposed legislative mandate and the ex- 
tent to which the legislation would thrust OMB into the 
direct management of agency health programs. None of 
the administrative obstacles identified in the report has 
been resolved. However, the major obstacle to interagency 
sharing, the issue of inconsistent and unequal methods for 
reimbursing agencies for services rendered to other agen- 
cies’ beneficiaries, was considered by the Federal Health 
Resources Sharing Committee. No resolution of this matter 
has been achieved. OMB has not established a manage- 
ment group to work with DOD, HEW, and VA to coordinate 
the development of an effective interagency sharing pro- 
gram. Legislation was introduced in the second session of 
the 96th Congress to establish an effective medical re- 
source sharing program. This legislation focuses primarily 
on the operations of the DOD and VA direct health care 
programs. 

Appropriations 

Medical care - Veterans Administration 
Operation and maintenance - Army, Navy, Air Force 
Military construction - Army, Navy, Air Force 
Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

Eliminating legislative and administrative obstacles and im- 
plementing a structured Federal interagency sharing pro- 
gram would be advantageous to both the Federal Govern- 
ment and its health care beneficiaries. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
DEPARTMENT OF TRANSPORTATION 
ENVIRONMENTAL PROTECTION AGENCY 
OFFICE OF MANAGEMENT AND BUDGET 

Agencies Sho:dd Disclose Consultant’s Roles in Preparing Congressionally Mandated Reports 
(FPCD-W- 76, 8-l 9-80) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Clean Air Act Amendments of 1970 (P.L. 91-604). Water Pollution Control Act Amendments of 1972 
(Federal) (P.L 92-500). OMB Bull. 78-l 1. OMB Circular A-120. 

In a study of seven agencies, GAO found that outside con- 
sulting services were used to meet over 40 percent of the 
agencies’ congressionally mandated reporting require- 
ments. Costs for consulting services represented about 66 
percent of the total costs incurred in preparing the reports. 
Agencies generally based their justification for using con- 
sufting services on (1) the lack of in-house expertise, and 
(2) limited in-house resources and related time constraints. 
Two agencies used consulting services on a continuing 
basis to help prepare recurring reports. This action appears 
contrary to policy prescribed by the Office of Management 
and Budget (OMB). Most of the reports GAO reviewed did 
not adequately disclose consultants’ assistance. In two ear- 
lier reports on consulting services, GAO found that agen- 
cies were having considerable difficulty in using the OMB 
definition of consulting services. fn some cases officials 
lacked an awareness of the definition; in others, they adopt- 
ed a more narrow definition. 
Findings/Conclusions: The use of consultants in preparing 
congressionally mandated reports is justified in instances 
calling for unique skills or expertise required on a temporary 
basis. However, the Environrnentaf Protection Agency (EPA) 
and the Department of Housing and Urban Development 
(HUD) repeatedly use consultants in responding to recur- 
ring requirements, which seems improper. Action is needed 

to assure that EPA and HUD officials adhere to the OMB de- 
finition of consulting services and follow the requirements 
prescribed by OMB. Consultants roles should be complete- 
fy disclosed. in reports mandated by the Congress because 
these reports have the potential to influence the congressio- 
nal oversight process and future direction of Government 
programs. 
Recommendations: The Administrator of EPA and the 
Secretary of HUD should develop in-house capabilities, 
when economically feasible, to respond to long-term recur- 
ring congressional reporting requirements; and disseminate 
information to program and procurement officials em- 
phasizing the basic policy and definition of consulting serv- 
ices in OMB Circular A-120 and the importance of compfy- 
ing with its provisions. The Director of OMB should revise 
Ciicufar A-120 to require Federal agencies to fuUy disclose 
consulting services used in preparing congressionafly man- 
dated reports, brieffy describing tasks performed and as- 
sessing their significance in completing the final product 
GAO did not obtain agency comments on this report 

AQQrOQtkitiOrKi 

Salaries and expenses - Office of Personnel Management 
Various appropriations for civil agencies 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF LABOR 
Office of Federal Contract Compliance Programs 
EQUAL EMPLOYMENT OPPORTUNITY COMMISSION 
OFFICE OF MANAGEMENT AND BUDGET 

Further improvements Needed in EEOC Enforcement Activities 
(HRD-81-29, 4-9-81) 

Budget Function: Nondiscrimination and Equal Opportunity Programs (1006) 
Legislative Authority: Ciil Rights Act of 1964 (42 U.S.C. 2000e). Rehabilitation Act of 1973 (29 U.S.C. 791). Fair Labor 
Standards Act Amendments of 1974 (29 U.S.C. 633a). Equal Pay Act of 1963 (29 U.S.C. 206(d)). Age Discrimination in 
Employment Act of 1967 (29 U.S.C. 621 et seq.). Speedy Trial Act of 1974 (P.L. 93-619). Consumer Product Safety Act (15 
U.SlC. 2076). Ciil Service Reform Act of 1978. - 

The Equal Employment Opportunity Commission (EEOC) 
enforces title VI1 of the Civil Rights Act which prohibits 
discrimination in employment on the basis of race, color, 
religion, sex, or national origin. The President’s 1978 Reor- 
ganization Plan increased the authority and responsibility of 
EEOC and made it the principal agency for enforcing Fed- 
eral equal employment opportunity requirements. In 1976, 
GAO reported that EEOC management problems were 
thwarting its enforcement activities. 
Findings/Conclusions: Since the previous GAO report, 
EEOC has made many changes to correct its problems in 
handling individual charges of employment discrimination 
and in developing and investigating self-initiated charges, 
However, many of these improvements represent only the 
potential for success because they are still relatively new 
and in their implementation stages. Additional matters need 
to be considered to help ensure that EEOC reforms fulfill 
their potential, such as: (1) not settling charges that lack 
reasonable cause under the rapid charge process; (2) au- 
thorizing EEOC to sue State and local governments under 
title VII; and (3) improving the collection of employment 
data from private employers and aggressively monitoring 
conciliation agreements and consent decrees. 
Recommendations: Congress should amend title VII of the 
Civil Rights Act of 1964 to provide that EEOC may initiate li- 
tigation on a charge against a State or local government if 
the Department of Justice decides not to sue within a speci- 
fied time. Suggested legislative language for such an 
amendment is in appendix V. The Acting Chairman of 
EEOC should expedite revising the EEO-1 report to provide 
improved data including employee wage and salary data. 
The Director of the Office of Management and Budget 

should advise the President that the contract compliance 
function under Executive Order 11246 should be trans- 
ferred from the Office of Federal Contract Compliance Pro- 
grams to EEOC. The Acting Chairman of EEOC should 
direct the Executive Director to use alternatives to the 
present contracting procedures, such as contracting on a 
nonreimbursable basis. The Acting Chairman of EEOC 
should direct the Executive Director to consider revising the 
criteria for contracting with State and local fair employment 
practices agencies to include agencies presently excluded. 
The Acting Chairman of EEOC should direct the General 
Counsel to file suits more timely and adopt a standard that 
suits should be filed within a certain time, such as 90 days 
after a decision is made to litigate. The Acting Chairman of 
EEOC should emphasize the importance of compliance 
monitoring and establish procedures to ensure that moni- 
toring is performed promptly and that onsite visits are made 
to verify reports, as appropriate. The Acting Chairman of 
EEOC should direct the Executive Director to discontinue 
negotiating settlements on charges lacking reasonable 
cause and to a close them with a no-cause decision or ad- 
vise charging parties to withdraw them. 

Agency Comments/Action 

EEOC agreed with the report and has taken action on or is 
developing plans to respond to all of the recommendations. 

Appropriations 

Enforcement activities - Equal Employment Opportunity 
Commission, Office of Field Services and General Counsel 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENTOFSTATE 
DEPARTMENT OF THE TREASURY 

Gains MA in Controlling Illegal Drugs, Yet the Drug Trade Flourishes 
(GGD-80-4, 10-25-79) 

Budget Function: Admiistration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: Drug Abuse Office and Treatment Act of 1972 ( P.L. 92-255). Comprehensive Drug Abuse Preven- 
tion and Control Act ( 21 USC. 812). Tax Reform Act of 1976. Bank Secrecy Act of 1970. Bail Reform Act of 1966 ( 18 
U.S.C. 3146 et seq.). P.L 94-237. H.R. 2538 (96th Cong.). 21 U.S.C. 841(b). 

Drug abuse and trafficking still flourish despite several de- 
cades of efforts to overcome the problem. The country’s 
$5.5 biion drug abuse program during the past decade 
has dealt with both demand reduction and supply reduc- 
tion. A continuing trend of great concern is the levels of 
drug use and abuse among young people in the United 
States. Drugs were the seventh most common cause of 
death for Americans aged 10 to 19, and ranked fourth for 
the 20-to-24 age group in 1976. These age categories 
represented one-fourth of all drug-related deaths during 
1976. Although at present there exists a shortage of heroin 
in the United States, this accomplishment may be tem- 
porary. There is concern that as Mexican heroin availabii 
declines, heroin from Southeast Asia and the Middle East 
will fill the gap. Some aiso fear that use of dangerous syn- 
thetic drugs will continue to increase as heroin users find 
that drug diflicult to obtain. 
Findings/Conclusions: The enormous supply of and 
demand for drugs have created a multfbiion dollar world- 
wide business involving millions of Americans. The social, 
economic, and political realities of drug-growing countries 
make it difficuft to prevent cultivation of illicit crops and stop 
trafficking at the source. Suppression efforts have been hin- 
dered by longstanding and socially accepted traditions of 
smuggling and corruption. In the Unfted States, the enor- 
mous profits of drug traffickfng attract an ample number of 
entrepreneurs who see opportunities that far outweigh 
those offered by legitimate businesses. It is easy to enter 
and distribute drugs in the Unfted States. It has been es- 
timated that law enforcement agencies seize oniy 5 to 10 
percent of all illicit drugs available. Actions needed to fully 
support Federal drug strategy implementation have not 
materialized. Differing views among Government agencies, 
as well as the public, make it dffficult to attain the necessary 
legfslative. executive, and judicial actions to achieve an in- 
tegrated and coordin$.ed approach in efforts to reduce the 
drus SUPP!Y. 
Recommendations: The Secretay of State, with the support 
of Congress, should promote a world conference and the 
formation of a consortium of victim countries that would 
develop a plan of action to fight the global drug problem in 
a unified way. The Secretary of State should require the As- 
sistant Secretary for Narcotics Matters to prepare realistic 
county narcotics action plans detailing short and long-term 
goals, the means of achieving these goals, and the methods 
for reviewing progress. Because narcotics production and 

trafficking often encompass several countries, as in the Ciol- 
den Triangle, the Assistant Secretary should also be in- 
structed to prepare similar plans on a regional basis. The 
Attorney General should strengthen the prosecution of ma- 
jor drug traffickers through the increased commitment and 
continuity of attorney resources. The following alternatives 
may be used to achieve this purpose: increasing Depart- 
ment of Justice control over the activities of the Controlled 
Substances Units, establishing independent drug prosecu- 
tion units similar to organized crime strike forces, or imple- 
menting uniform prosecutive priorities among the various 
Federal judicial districts to assure consistent commitment 
to high-level drug prosecutions. The Attorney General 
should direct the Admiistrator of the Drug Enforcement 
Administration (DEA) to improve investigative capability 
against drug traffickers’ financial resources by training DEA 
agents and hiring financial specialists to assist in investiga- 
tions. The Attorney General should use the expertise of the 
Federaf Bureau of investigation in investigating the financial 
aspects of drug trafficking and organized crime. The Secre- 
tary of the Treasury should speed the processing and 
dissemination of Bank Secrecy Act reports. in its assess- 
ment of sentencing disparities in the Federal criminal jus- 
tice system, the Judicial Conference should establish a re- 
porting and review mechanism to collect sentencing data 
and to periodically study the adequacy of sentencing deci- 
sions, and should request from Congress any legislative 
changes needed to improve the sentencing process. The 
Attorney General, with assistance from DEA, should deter- 
mine the appropriate division of responsibii between Fed- 
eral and State and focal drug enforcement agencies, and 
then develop a policy concerning the role of DEA in coop- 
eration with State and local drug enforcement efforts. 
Congress shouid enact IegisIation which would make it ille- 
gal for any person on a U.S. vessel or on a vessei subject to 
the jurisdiction of the Gnited States, or for a US citizen on 
board any vessel, to flfegally possess or transfer on the high 
seas a controlled substance. Congress should expand the 
capacity of the Federal court system to better immobilize 
drug traffickers by passing legislation to expand the magis- 
trates’ jurisdiction to encompass most misdemeanors. 

Agency Comments/Action 

The Department of State agreed with the recommendation 
that it promote a world conference and the formation of a 
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consortium to develop a plan of action to attack the world personnel resources to focus on the financial aspects of 
wide drug problem. State is currently working with the narcotics trafficking. 
North Atlantic Treaty Organization and the Organization for 
Economic Cooperation and Development to identify means 
of operating together to target development assistance for 
narcotics producing countries and the need to take meas- 
ures to reduce the demand for drugs in developed coun- 
tries. It is also working within the United Nations’ bodies to 
achieve these same goals. The Department of State also 
said it has taken steps to institutionalize narcotics issues in 
the overall foreign policy formulation process, This process 
includes the establishment of goals and objectives for 
specific countries, as appropriate, and also the preparation 
of regional narcotics strategy papers. The Department of 
Justice made comments and instituted actions in response 
to several of the recommendations. It said it was committed 
to strong prosecution of major drug traffickers and is taking 
several steps to increase the commitment and continuity of 
attorney resources. The Department does not believe it 
should increase headquarters control over prosecutional re- 
sources in the U.S. Attorney’s Offices. In the Department’s 
opinion, the individual U.S. Attorney’s Offices are better able 
to respond to the varying criminal justice problems in their 
respective jurisdictions. It noted that DEA will not realize any 
growth in its overall position strength and therefore is un- 
able to hire financial specialists. DE4 has instituted a basic 
introductory financial investigative course to familiarize its 
agents with financial information. DE4 said it will also rely 
on other law enforcement agencies (FBI, IRS, Customs) to 
focus on traffickers’ assets by utilizing statutes under their 
respective authorities. The Department of Justice agreed 
that financial specialists are needed and is studying a 
number of alternatives to effectively address this problem. 
The Department of Justice noted, in response to the 
recommendation to use the FBI on aspects of drug investi- 
gations, that the FBI and DEA are continuing to work to- 
gether on several narcotics investigations. The Department 
of Justice said it supports legislation to establish sentencing 
guidelines which would help remedy some of the wide 
disparities in the sentencing of narcotics offenders. Finally, 
the Department of Justice noted that it is continuing to en- 
courage cooperation among Federal, State, and local law 
enforcement agencies. Specifically, it has encouraged U.S. 
attorneys to establish and develop Federal-State law en- 
forcement committees in their jurisdictions. The Depart- 
ment of the Treasury took action to establish an analysis 
unit to act as a focal point for the computerization, analysis, 
and dissemination of data obtained from all the reports re- 
quired to be filed in compliance with the Bank Secrecy Act 
DEA has been training agents in financial investigations and 
FBI/DE4 merger talks are currently in process. 

Appropriations 

General legal activities - Department of Justice, Drug En- 
forcement Administration 

Appropriations Committee Issues 

The Committees should determine if DEA needs additional 

126 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF THE TREASURY 

Potential Problem With Federal Tax System Postemployment Conflicts of Interest Can Be Prevented 
(GGD-81-87, 9-15-81) 

Budget Function: General Government: Tax Administration (0807) 
Legislative Authority: Ethics in Government Act of 1978 (18 U.S.C. 207). 

GAO evaluated the administration of the post-Federal em- 
ployment restrictions by the Departments of Justice and the 
Treasury, including the Internal Revenue Service (IRS), to 
determine if their controls were adequate to prevent, identi- 
fy, and remedy conflicts of interest in the Federal tax sys- 
tem. The positions covered in the review were selected be- 
cause they involved responsibilities conducive to postem- 
ployment conflicts of interest and were most likely to be 
filled by persons who did not intend to make public service 
a career. 
Findings/Conclusions: Results of a questionnaire sent by 
GAO to former employees indicated that: (1) 86 percent of 
the respondents were involved in Federal tax matters; (2) 44 
percent of the respondents noted that they had not been in- 
formed of postemployment restrictions; and (3) an addi- 
tional 29 former employees did not receive complete infor- 
mation on the restrictions from their former agencies. Jus- 
tice, Treasury, and IRS do not know how many former em- 
ployees are working in private tax practice. They do not 
monitor their former employees’ subsequent involvement in 
Federal tax matters either to detect violations of the restric- 
tions or to determine if postemployment problems exist. 
The number of former employees working in private sector 
tax jobs and facing conflict-of-interest situations is great 
enough to require that compliance with the postemploy- 
ment restrictions be monitored to ensure that violations are 
detected. Once they are detected, violators must be discip- 
lined in accordance with the applicable statute and regula- 
tions. Although Treasury has a system for disciplining viola- 
tors, few suspected violations have been processed through 
the system. Final regulations have been issued which re- 
quire that agencies: (1) establish education and counseling 
programs to cover postemployment matters, (2) take 
prompt and effective administrative actions to remedy actu- 
al or potential violations, and (3) periodically evaluate the 
adequacy and effectiveness of their postemployment en- 
forcement systems. . 
Recommendations: The Attorney General and the Secretary 
of the Treasury should require separating employees to cer- 
tify, in the presence of their supervisors, that they have read, 
understand, and will comply with the postemployment stat- 
ute, the regulations governing practice before IRS, and the 
legal profession’s code pertaining to former Federal em- 
ployees. The Secretary of the Treasury should direct the 
Commissioner of Internal Revenue to emphasize the pos- 
temployment restrictions at seminars during which em- 
ployee conduct is discussed. The Attorney General and the 
Secretary of the Treasury should determine if postemploy- 
ment conflicts of interest are a problem in the tax system by 

monitoring the postemployment activities of a sample of 
former employees. The Secretary of the Treasury should 
direct the Commissioner of Internal Revenue to revise the 
power of attorney form used at IRS to state that the person 
executing the form is aware of the postemployment restric- 
tions applicable to former tax administration employees 
and their associates. The Secretary of the Treasury should 
give the Director of Practice responsibility for ensuring that 
postemployment restrictions are not violated in identified 
confict-of-interest situations. The Secretary of the Treasury 
should direct the Inspector General, the IRS Chief Counsel, 
and the Commissioner of Internal Revenue to establish pro- 
cedures for coordinating their postemployment responsibil- 
ities with the Director of Practice. The Attorney General and 
Secretary of the Treasury should determine and establish 
the level of enforcement needed to reasonably ensure that 
conflicts of interest are resolved in compliance with the pos- 
temployment restrictions and that violations of the restric- 
tions are detected. The Secretary of the Treasury should 
direct the Inspector General, the IRS Chief Counsel and the 
Commissioner of Internal Revenue to inform him of the 
conflict-of-interest situations and potential violations of the 
postemployment restrictions that come to their attention. 
The Secretary of the Treasury should direct the Director of 
Practice to review isolation statements filed with his office 
and disapprove those which do not adhere to the minimum 
isolation procedures to be set forth or which would involve 
conditions for which isolation would not eliminate the ap- 
pearance of impropriety. The Attorney General and the 
Secretary of the Treasury should establish uniform regula- 
tions to enforce the postemployment restrictions that apply 
to associates of former employees which set forth the 
minimum procedures that former employees’ associates 
must follow to isolate former employees from participation 
in tax matters. The Attorney General and the Secretary of 
the Treasury should establish uniform regulations to en- 
force postemployment restrictions that apply to the associ- 
ates of former employees which define the situations in 
which the disqualification of the former employees’ associ- 
ates should stand because isolation of the former employee 
would not remove the appearance of impropriety. The At- 
torney General and Secretary of the Treasury should 
develop a postemployment manual which: (1) states the 
postemployment restrictions that apply to former Federal 
employees who practice in the tax system, the purpose of 
the restrictions, the former employee’s responsibilities for 
complying with the restrictions, and the penalties for violat- 
ing the restrictions; (2) explains how the restrictions apply to 
the functions performed by tax administration employees; 
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and (3) instructs former employees to direct questions a- 
bout the restrictions and their applicability to their agencies’ 
ethics counselors. 

Agency Comments/Action 

The Departments of Justice and the Treasury generally 
agreed with GAO that separating employees should be 
given more postemployment information and are making, 
or plan to make, improvements to their ethics programs. 
Both Departments agreed that a postemployment manual 
is needed. Justice will consider a requirement that separat- 
ing employees acknowledge receipt of postemployment in- 
formation. Treasury did not indicate if it would impose a 
similar requirement or emphasize the restrictions at con- 
duct seminars but indicated that it will revise the power of 
attorney form to draw attention to the restrictions. Justice 
and Treasury disagreed with GAO that postemployment 
conflicts of interest are a potential problem and will not 
monitor former employees’ compliance with the restrictions 
on a sample basis to determine if restriction violations are 
occurring. Treasury did agree to implement the recommen- 
dations for improving postemployment enforcement within 
the Department. Justice and Treasury also agreed to 
develop uniform regulations for applying the restrictions to 
former employees’ associates. 

Appropriations 

General administration - Department of Justice 
Salaries and expenses - Department of Justice 
Salaries and expenses - Department of the Treasury, Office 
of the Secretary 
Salaries and expenses - Department of the Treasury, Inter- 
nal Revenue Service 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF THE TREASURY 
Internal Revenue Service 

Streamlining Legal Review of Criminal Tax Cases Would Strengthen Enforcement of Federal Tax Laws 
(GGD-81-25, 4-29-81) 

Budget Function: General Government: Tax Administration (0807) 

The efficiency and effectiveness of the Federal Ciovern- 
merit’s tax enforcement efforts have been hampered by a 
time-consuming and duplicative legal review process for 
criminal tax cases. About 75 percent of the investigations 
conducted by the Internal Revenue Service (IRS) do not 
lead to prosecutive recommendations or convictions. 
Findings/Conclusions: Readily available legal assistance 
during investigations could reduce staff-day expenditures, 
thus improving IRS productivity in terms of the quality and 
timeliness of its investigations. However, IRS routinely does 
not obtain the assistance until after investigations are com- 
pleted. Many criminal tax cases are declined for prosecution 
by IRS or Justice Department attorneys who determine that 
such cases do not meet certain legal standards. Often, an 
attorney could have detected legal deficiencies during the 
investigative process. IRS established a means whereby 
special agents can seek such assistance by prereferring a 
case to IRS attorneys at any point during an investigation. 
This prereferral mechanism has not been used in many 
cases and has not fully met IRS needs. Although the legal 
review process clearly needs restructuring, the best means 
for doing so is not clear. GAO presented various alternatives 
for revising the process, all of which call for partial or com- 
plete elimination of one of the three current review levels. 
Recommendations: Congress should ensure that the 

Treasury and Justice Departments develop a streamlined 
legal review process for criminal tax cases and that any re- 
vised system realizes potential cost savings while safeguard- 
ing taxpayers’ legal rights. The Attorney General and the 
Commissioner of internal Revenue should jointly develop a 
streamlined legal review process for criminal tax cases. 

Agency Comments/Action 

While the two agencies have agreed with GAO’s findings 
and conclusions, they have not been able to agree as yet on 
a method for streamlining the legal review process. 

Appropriations 

Tax fraud investigations - Department of the Treasury, lnter- 
nal Revenue Service 
Criminal tax - Department of Justice and U.S. Attorneys 

Appropriations Committee Issues 

GAO recommended that the two agencies streamline the 
legal review system to eliminate duplicative reviews. GAO 
recommended that Congress ensure that the most cost- 
effective approach, Streamlining the system will yield cost 
savings. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENTOFTHETREASURY 
FEDERAL DEPOSIT INSURANCE CORPORATION 
FEDERALRESERVESYSTEM 

Bank Secrecy Act Reporting Requirements Have Not Yet Met Expectations, Suggesting Need for Amendment 
(GGD-H-80, 7-23-81) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Bank Secrecy Act of 1970 (P.L. 91-508). 31 C.F.R. 103. 

The implementation of the Bank Secrecy Act’s reporting re- 
quirements and their usefulness to law enforcement efforts 
were reviewed. Congress envisioned that the reporting re- 
quirements of the Act would be useful for tracking the 
financial resources associated with criminal activities and 
the profits gained from these illegal activities. However, 
GAO found that the reports required under the Act are not 
widely used and their potential utility as an investigative tool 
is unknown. The Department of the Treasury, responsible 
for implementing the Act, has initiated actions along with 
other agencies to correct many of the problems hindering 
the use of the reports. However, GAO believes that further 
improvements are needed if the Act is to be effectively im- 
plemented. GAO also believes that it is time for an overall 
assessment of the costs and benefits of the Act’s reporting 
requirements to determine their usefulness. 
Findings/Conclusions: GAO found that, after 10 years, the 
Act has not been used sufficiently to demonstrate whether 
the demands it places on the private sector, especially 
financial institutions, are commensurate with the benefits 
obtained by the Federal Government. GAO believes that the 
next 2 to 3 years will be crucial to demonstrating the cost ef- 
fectiveness of the Act’s reporting requirements. Recent ac- 
tions taken by the Treasury Department and the regulatory 
agencies to improve implementation and compliance, cou- 
pled with a greater emphasis on financial investigations by 
law enforcement agencies, suggest that the Act’s require- 
ments may now be receiving the attention Congress en- 
visioned. However, as law enforcement agencies focus 
more on detecting the financial resources of organized 
criminals and, as more attention is given to the effects of 
Federal regulatory activities on the national economy, 
Treasury will have to demonstrate better that the usefulness 
of the Act’s reports justifies the costs. If this cannot be 
demonstrated, then GAO believes that the Act’s reporting 
requirements should be repealed. 
Recommendations: Congress should amend the Bank 
Secrecy Act to require a reauthorization of the Act’s report- 
ing requirements in 1984. On the basis of current progress, 
GAO believes that Treasury should be able to provide suffi- 
cient data before then for Congress to make a decision on 
the Act’s continuation, modification, or elimination. The 
Secretary of the Treasury should initiate, and submit to 
Congress within 2 years, a comprehensive assessment of 
the Act’s reporting requirements. Such an assessment 
should include: (1) the administrative and respondent costs 
of the reporting requirements; (2) the report’s value to crim- 
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inal, tax, and regulatory investigations; and (3) recommen- 
dations for legislative or program changes. The Secretary 
of the Treasury, through the Assistant Secretary for En- 
forcement and Operations, should allocate, within the 
Treasury, the staff necessary to effectively implement, mon- 
itor, and evaluate the Act’s reporting requirements and as- 
sure that Customs’ commitments to increase staff in its Re- 
ports Analysis Branch are fulfilled. The Secretary of the 
Treasury, through the Assistant Secretary for Enforcement 
and Operations, should revise the Department’s AC: data 
dissemination guidelines to provide law enforcement inves- 
tigators easier access to Act report data and regulatory ex- 
aminers’ data to verify financial institutions’ report hlings. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should work with the 
financial institution regulatory agencies in: (1) developing a 
workable compliance enforcement policy specifying penal- 
ties to be applied for non-compliance; (2) establishing ef- 
fective compliance monitoring procedures that provide for 
each regulatory agency to extensively test some portion, 
perhaps as much as 10 percent, depending on resource 
availability, of the institutions examined each year; arid (3) 
designating a single supervisory examiner in each district or 
region to review Act examinations. The Secretary of the 
Treasury, through the Assistant Secretary for Enforcement 
and Operations, should develop, in cooperation with Cus- 
toms’ Reports Analysis Branch and the financial institutions’ 
regulatory agencies, the capability to identify financial insti- 
tutions which may not be complying, so that the regulatory 
agencies can most effectively focus their limited examina- 
tion resources. The Secretary of the Treasury, through the 
Assistant Secretary for Enforcement and Operations, on a 
test basis, should obtain and distribute the names of retail 
businesses exempted from filing currency transaction re- 
ports to determine if such data are useful to law enforce- 
ment agencies. The Secretary of the Treasury, through the 
Assistant Secretary for Enforcement and Operations, 
should establish a system to obtain the data necessary to 
make a comprehensive assessment of the costs and bene- 
fits of the Act’s reporting requirements. 

Agency Comments/Action 

The Department of the Treasury and various financial regu- 
latory agencies and law enforcement agencies agreed with 
the GAO conclusions that the effectiveness of the Bank 
Secrecy Act had been hampered by many problems. They 



generally agreed that more needed to be done. Treasury is 
either taking or plans to take action to: (1) secure additional 
staff to coordinate, monitor, and assist in the implementa- 
tion of the Bank Secrecy Act; (2) review and appropriately 
revise the procedures for disseminating the Act’s report in- 
formation; (3) make certain that investigative agents are 
aware of the availability of the Act’s report information; (4) 
obtain the data necessary to comprehensively asses the 
costs and benefits of the Act’s reporting requirements; and 
(5) develop, together with financial regulatory agencies, a 
workable compliance enforcement policy and capability for 
identifying non-compliant financial institutions. Treasury 
also plans to provide Congress with a comprehensive as- 
sessment of the costs and benefits of the Bank Secrecy 
Act’s reporting requirements. Treasury did not agree to ran- 
domly disburse to law enforcement agencies, even on a test 
basis, Bank Secrecy Act exemption lists. It preferred to 
selectively evaluate the use of such lists where an investiga- 
tive interest exists. While Treasury and the financial regula- 
tory agencies revised the Act’s implementing regulations 
and examination procedures, they generally did not agree, 
for cost reasons, that a random sample of financial institu- 
tions be examined for compliance annually and that spe- 
cialized review examiners be designated in each regional of- 
fice to review examination results. Also, Treasury did not 
agree that the Act’s reporting requirements have not proven 
useful and, therefore, is against amending the Act to require 
reauthorization of its reporting requirements. The Justice 
Department agreed to take action to promote the use of 
Bank Secrecy Act report information in criminal investiga- 
tions. 

Appropriations 

Enforcement - Department of the Treasury, U.S. Customs 
Service 
Enforcement - Department of the Treasury, Internal Reve- 
nue Service 
Criminal investigation - Department of Justice, Federal 
Bureau of investigation 
Criminal investigation - Department of Justice, Drug En- 
forcement Administration 
Criminal investigation - Department of Justice, Immigration 
and Naturalization Service 
Criminal investigation - Department of the Treasury, Bureau 
of Alcohol, Tobacco, and Firearms 
Criminal investigation - Department of the Treasury, U.S. 
Customs Service 
Criminal investigation - Department of the Treasury, Inter- 
nal Revenue Service 
Criminal investigation - Securities and Exchange Commis- 
sion 
Financial regulatory - Department of the Treasury, Internal 
Revenue Service 
Financial regulatory - Office of the Comptroller of the Cur- 
rency 
Financial regulatory - Federal Deposit Insurance Corpora- 
tion 
Financial regulatory - Federal Home Loan Bank Board 
Financial regulatory - National Credit Union Administration 

Financial regulatory - Securities and Exchange Commis- 
sion 

Appropriations Committee Issues 

The Committees should assure that Treasury provides 
Congress with the administrative and respondent costs of 
the reporting requirements and the benefits of the report in- 
formation to Federal investigators. The Committees should 
then determine whether: (1) the benefits derived from the 
Bank Secrecy act reporting requirements justify the costs of 
implementing them; and (2) the responsible agencies have 
sufficient resources to effectively implement the require- 
ments, if they are deemed to be useful. 
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VARIOUSDEPAFZTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
JUDICIAL CONFERENCE OF THE UNITED STATES 

More Guidance and Supervision Needed Over Federal Grand Jury Proceedings 
(GGD-H-18, 10-16-80) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: Jury System Improvements Act of 1978 (28 USC. 1863 et seq.). Jencks Act (Witnesses’ Statements 
and Reports) (18 U.S.C. 3500). Gannet Co. v. De Pasquale County Judge of Seneca County, New York, 47 U.S.L.W. 4902 
(1979). Richmond Newspapers, Inc. v. Virginia, 48 U.S.L.W. 5008 (1980). Levine v. United States, 362 U.S. 611 (1960). 
Fed. R. Crim. P. 6(e). U.S. Const amend. V. U.S. Const amend. VI. 

GAO reviewed the procedural and secrecy rules related to 
grand jury matters and the supervision of grand jury 
proceedings to determine how well the criminal justice sys- 
tem was accomplishing the purposes of grand jury secrecy 
and to identify areas needing improvement By improving 
the security of grand jury proceedings, the effectiveness of 
one of the Government’s more important tools to combat 
organized crime, drug trafficking, and white-collar crime will 
be improved. 

Findings/Conclusions: fnformation about grand jury 
proceedings has been disclosed with the result that- either 
witnesses had their identities revealed before any indict- 
ments were returned; reputations of persons never indicted 
were damaged; persons under investigations were identified 
before indictment; or grand jury investigations were 
dropped or delayed. These disclosures are often allowable, 
or even required, under existing laws and procedures. Dis- 
trict courts and prosecutors should receive more definitive 
guidance and direction on what specific information and 
documents must be kept secret and on procedures for 
secrecy protection. Transcripts of grand jury proceedings 
and the deliberations and vote of the grand jury cannot be 
disclosed. However, opinions vary as to whether the follow- 
ing should be kept secret court proceedings ancillary to 
grand jury proceedings that deal with and discuss ongoing 
grand jury activities; grand jury subpoenas; evidence 
developed independently of, but later introduced to, the 
grand jllly; copies of documentary materials presented to 
the grand jury; internal Government memorandums and 
other documents that tend to reveal what transpires before 
the grand jury; and grand juror identities while the grand 
jury is sitting. The Federal judiciary does not have a con- 
sistent program to secure grand jury materials and informa- 
tion b: limit access to, store, and dispose of grand jury in- 
formation; identify grand jurors who have connections with 
persons under investigation; insure that grand jq rooms 
are secure; and audit existing security procedures and prac- 
tices. 

Racommendations: The Attorney General should improve 
the security practices of US. attorneys. organized crime 
strike forces, U.S. marshals, and court reporter personnel by 
developing and issuing interim security guidelines until the 
Federal judiciary establishes official security requirements.’ 
The Judicial Conference of the United States should (1) re- 
view Jury System lmprovement plans so that the courts and 
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the Department of Justice are in a position to react ap- 
propriately whenever situations calling for maintaining the 
confidentiality of grand juror names arises; (2) establish 
guidelines setting forth the minimum physical security re- 
quirements needed to protect the secrecy of grand jury ma- 
terials; (3) require each custodian of grand jury materials, 
including court appointed reporters, to establish procedures 
consistent with security guidelines and document them in a 
security plan to be approved by the appropriate district 
court; (4) provide for periodic audits by the Administrative 
Office of the U.S. Courts of all custodians of grand jury ma- 
terials to determine whether they are complying with ap- 
proved security plans and whether security procedures 
need to be improved; and (6) evaluate the physical security 
around grand jury rooms and develop an appropriate plan 
to upgrade and modify deficient facilities to insure that the 
secrecy of grand jury proceedings will not be compromised. 
The Judicial Conference of the United States should 
develop a proposed amendment to rule 6(e) of the Federal 
Rules of Criminal Procedure which more clearly defines 
what must be kept secret during the duration of grand jury 
proceedings, including specific guidance for handling (1) 
pm-indictment proceedings, (2) grand jury subpoenas, (3) 
evidence devefoped independently of a grand jury, but later 
introduced to it, (4) duplicates and copies of original docu- 
ments presented to a grand jury, and (5) internal Govem- 
ment memorandums and other documents that tend to 
disclose what transpires before a grand jury. 

Agency CommentetAction 

The Federal judiciary, the chief judges in six of the seven 
judicial districts visited, and the Department of Justice com- 
mented on the report The Department of Justice said that, 
on the whole, the report contributed to the improvement of 
grand jury procedures, but the Department believed that the 
report distorted the problems of grand jury secrecy. The 
Judicial Conference communicated recommendations 
made by its Jury Operations Committee on the GAO report 
to all district court judges. If the district courts follow the 
Jury Committee’s suggestions, they would implement 
some of the GAO recommendations. Further action on the 
GAO recommendations is pending review by another Judi- 
cial Conference cornmtttee. The Department of Justice is 
taking steps to improve security on the part of Department 
personnel and contractors. 



Appropriations 

Salaries and expenses - Department of Justice 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF JUSTICE 
OFFICE OF MANAGEMENT AND BUDGET 
OFFICE OF PERSONNEL MANAGEMENT 

Proposals To Resolve Longstanding Problems in Investigations of Federal Employees 
(FPCD-77-64, 12-16-77) 

Budget Function: General Government; General Personnel Management (0805) 
Legislative Authority: Civil Service Act of 1883. P.L. 81-733. Executive Order 10450. E%ecutive Order 9835. 

Authority to conduct investigations of Federal personnel is 
based on Executive Order 10450 which united previously 
separate suitability, security, and loyalty programs under the 
framework of a security program. The Civil Service Com- 
mission is primarily responsible for conducting such inves- 
tigations. 
Findings/Conclusions: Since 1953. new laws and court de- 
cisions have imposed constraints in the investigation proc- 
ess which have had the effect of reducing the authority of 
employing agencies to remove employees under the provi- 
sions of the Executive Order and limiting the Commission’s 
ability to obtain information bearing on their suitability for 
employment Federal regulations provide criteria for agency 
classification of positions according to the sensitivity of their 
duties which indicates to the Commission what type of in- 
vestigation to conduct Criteria for these determinations are 
not clear, and many positions are classified as nonsensitive 
although they involve a high degree of public trust. The na- 
tional agency check and inquiry as now conducted are 
inadequate for employees in positions with sensitive duties, 
while the extent of investigation is excessive for the majority 
of positions. Deficiencies noted in the Commission’s infor- 
mation system were: the information gathering system has 
no overview on how the agencies use the information; it 
disseminates information developed during investigations 
even though much of the information may have little rela- 
tionship to disloyalty; and security files maintained on sup- 
posedly subversive individuals are not specifically author- 
ized. 
Recommendations: Congress should consolidate into one 
law the authority to investigate and judge the suitability of 
Federal employees including their potential to impair na- 
tional security. The Civil Service Commission should: im- 

prove agencies’ consistency in classifying positions as to 
the scope of investigation needed, establish criteria to pro- 
vide clear instructions on classifying positions based on 
sensitivity of duties, and assign more people to the review of 
agency classifications; insure that occupants of sensitive 
Positions are investigated properly by establishing neces- 
sary controls and clear criteria; insure that loyalty investiga- 
tions protect the interests of the Government and the rights 
of individuals; and insure that investigative information is 
limited to that which is needed to make suitability, security, 
and loyalty determinations. 

Agency Comments/Action 

The Commission agreed with the findings and principles 
recommended in the report, and some of the actions taken 
appear adequate. Other proposed actions remained inade- 
quate and will not solve some of the critical issues GAO 
identified and reported. Congress has not acted on the 
recommendation to consolidate into one law the authority 
to investigate. An interagency study group has been estab- 
lished to review the issues and make recommendations for 
solving the problems identified. 

Appropriations 

Salaries and expenses - Office of Personnel Management 
Operation and maintenance - Department of the Treasury 

Appropriations Committee issues 

Costs of personnel investigations could be reduced with im- 
proved management of the investigation process. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF LABOR 
DEPARTMENT OF TRANSPORTATION 
Urban Mass Transportation Administration 

Soaring Transit Subsidies Must Be Controlled 
(CED-81-28, 2-26-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Mass Transportation Assistance Act of 1974. Surface Transportation Assistance Act of 1978. Urban 
Mass Transportation Act of 1964, OMB Circular A-l 02. 

The demand for mass transit subsidies is approaching 
crisis proportions. A study was performed to determine why 
the demand for transit operating subsidies is growing, what 
can be done to control subsidy growth, and what improve- 
ments are needed in the Federal transit operating assist- 
ance program. 
Findings/Conclusions: One reason for growing subsidy 
demands is that rising transit operating costs are not being 
offset by productivity improvements. Although labor ac- 
counts for 70 to 80 percent of operating costs, transit sys- 
tems have difficulty in using labor efficiently because 
demand peaks during commuter rush hours. Transit sys- 
tems are experiencing serious problems in maintaining 
their bus and railcar fleets. Many systems: (1) are not prop- 
erly recruiting, training, and promoting their mechanics; (2) 
do not have adequate preventive maintenance programs: 
(3) are not properly controlling spare parts inventories; and 
(4) have restrictive work rules preventing the efficent use of 
maintenance personnel. The demand for operating subsi- 
dies is also growing because transit systems have adopted 
and maintained unrealistically low fares, even though 
operating costs are increasing. 
Recommendations: Congress should amend the Urban 
Mass Transportation Assistance Act of 1964 to give Gover- 
nors the authority to reallocate section 5 surpluses from ur- 
banized areas with populations between 50,000 and 
200,000 to other larger urbanized areas within the State that 
need the funds. Congress should reconsider the 1974 leg- 
islative finding that the continued increase in fares is un- 
desirable and adopt a goal for the section 5 program that 
promotes efficient and equitable transit pricing. The Secre- 
tary of Transportation should direct the UMTA Administra- 
tor to develop and undertake specific actions to improve 
transit productivity. The Secretary of Transportation should 
require the appropriate organizations in their transportation 
plans to (1) establish local goals for the proportion of short 
and long term costs that fare revenue should cover; and (2) 
assess the efficiency and equity of present fares and exam- 
ine alternative fare structures that might better reflect equity 
and cost The Secretary of Transportation should require 
the UMTA Administrator to issue a fare-policy statement in- 
dicating that UMTA desires local areas to give greater con- 
sideration to passenger fares as a revenue source and to 
developing efficient and equitable fare policies. The Secre- 
tary of Transportation should require the UMTA Administra- 
tor to (1) require that annual Governors’ reports be submit- 
ted before the Governor allocates the apportionments; and 

(2) provide guidance to regional offices on their responsibil- 
ities for monitoring the allocation and use of apportion- 
ments by State Governors to ensure that such resources are 
being used efficiently. The Secretary of Labor should re- 
view the typing workload associated with certifying operat- 
ing grant application requests subject to the model agree- 
ment and either (1) obtain additional typing help or (2) seek 
alternatives to formal typing such as using form letters with 
handwritten inserts and notifying UMTA informally after La- 
bor decides to certify a grant rather than waiting for a formal 
certification letter to be typed. The Secretary of Transporta- 
tion should direct the UMTA Administrator to give priority to 
determining the amount of apportionments available to ur- 
banized areas and State Governors and assuring that these 
apportionments are properly accounted for. The Secretary 
of Transportation should direct the UMTA Administrator to 
improve headquarters oversight and supervision of regional 
office section 5 activities by (1) assuring that adequate pro- 
gram guidance is issued to UMTA regions for all section 5 
and related responsibilities; (2) establishing time standards 
for processing section 5 operating grant applications and 
obtaining the data needed to monitor regional office adher- 
ence to these standards; and (3) providing formal training in 
administrative procedures for regional staff responsible for 
section 5 program activities. The Secretary of Transporta- 
tion should direct the UMTA Administrator to give top priori- 
ty to determining the agency’s needs for automated infor- 
mation systems, initiating appropriate action to fulfill these 
needs, and assuring that the agency efficiently uses existing 
automated information systems. The Secretary of Trans- 
portation should direct the UMTA Administrator to assure 
that section 5 grants are promptly closed out and the 
remaining grant balances are deobligated and either lapsed 
or reapportioned. The existing backlog of projects eligible 
for closeout should be processed as quickly as possible to 
avoid having funds remain idle and lapse unnecessarily. 
The Secretary of Transportation should direct the UMTA 
Administrator to develop and issue policy guidelines defin- 
ing UMTA’s role and responsibilities in encouraging transit 
productivity. 

Agency Comments/Action 

In general, the Department of Transportation agrees with 
the GAO report and considers it timely and useful. However, 
some of the actions GAO recommends amount to addition- 
al strings on Federal assistance, adding to the red tape and 
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paperwork imposed rather than reducing Federal involve- 
ment. Transportation feels that primary responsibility for 
improvements in transit operations, in particular productivi- 
ty and costs, rests with State and local governments and 
with local transit operators. The UMTA role rests in fostering 
productivity and efficiency through testing and support of 
improved methods of operation. With the exception of 
maintenance, they generally oppose any new requirements 
or regulations. 

Appropriations 

Urban formula grants - Department of Transportation 
Urban Mass Transportation Fund - Department of Trans- 
portation 

Appropriations Committee Issues 

UMTA can and should do more to help transit systems con- 
trol costs and increase productivity. Congress should 
reconsider the 1974 legislative funding that the continued 
increase in fares is undesirable and adopt a goal for the 
Federal subsidy program that promotes efficient and equi- 
table transit pricing. Congress should also amend the tran- 
sit subsidy legislation to give Governors the authority to 
reallocate Federal operating assistance surpluses from ur- 
banized areas with populations between 50,000 and 
200,000 to other larger urbanized areas within the State. 
UMTA needs to make major improvements in its adminis- 
tration of the Federal operating assistance program. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF LABOR 
DEPARTMENT OF TRANSPORTATION 
Urban Mass Transportation Administration 

Congressional Action Is Needed To Resolve the Northeast Corridor Cost-Sharing Dispute 
(CED-81-97, 4-30-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Staqaers Rail Act of 1980. Railroad Revitalization and Regulatory Reform Act of 1976. Rail Passenger 
Se&e Act of 1976 (45 ~>.C. 562(a)). 

Three types of rail service jointly use the Northeast Corridor 
rail system tracks. These include the intercity passenger 
trains, regional commuter trains, and freight trains. Since 
Amtrak acquired the tracks and facilities of the rail system, 
the users of this system have been unable to agree on how 
to share joint operating and maintenance costs. GAO was 
asked by a congressional committee to review the dispute. 
Findings/Conclusions: The dispute arose because some 
operating and maintenance costs cannot be directly attri- 
buted to a specific user, and each user wishes to pay as little 
as possible. Applicable law is vague. Amtrak argues that the 
Railroad Revitalization and Regulatory Reform Act prohibits 
it frorn charging any Corridor user less than a full share of 
the joint operating and maintenance costs because that 
would constitute cross subsidization. The commuter au- 
thorities argue that they are legally required to pay only the 
avoidable costs directly attributable to commuter trains. 
Conrail argues that it should not have to pay more for its 
freight trains than other railroads charge Conrail for similar 
services. The difference between Amtrak’s position and that 
of the other interested parties is about $32 million for fiscal 
year 1979. Since Amtrak took over Corridor ownership, the 
parties have been operating under interim cost-sharing ar- 
rangements providing for interim cash payments and retro- 
active payments when a final agreement is reached. GAO 
found no evidence which would clearly favor one of the 
cost-sharing proposals. On the contrary, all of the parties 
have presented substantial economic and legal rationales in 
support of their proposals. 
Recotnmendattons: Congress should encourage the parties 
to negotiate. Congress can do this by directing the Interstate 
Commerce Commission to settle the dispute unless the 
disputing parties arrive at a negotiated settlement within a 
fixed time. Congress should decide in general terms how 
the various users should share the Corridor’s joint operating 
and maintenance costs. Among the alternatives which 
Congress can choose from are (1) full allocation of all costs 
among all users prorated according to use; (2) allocation of 
long-run variable costs plus a percentage of joint costs to 
users other than Amtrak, and allocation of the remaining 
costs to Amtrak; and (3) allocation of long-run variable 
costs only to users other than Amtrak, and allocation of the 
remaining costs to Amtrak. This policy decision by 

Congress is essential, since the ambiguities in the existing 
statutes make it difficult for the parties to reach agreement 
on what is legal, equitable, and efficient. Congress can ac- 
complish this by amending the 3R and 4R Acts to specify 
the Federal cost-sharing policy for the corridor. Such legis- 
lation should clarify the meaning of cross subsidization if 
the term is retained. 

Agency Comments/Action 

In general, the Department of Transportation agrees with 
the GAO report and considers it timely and useful. However, 
some of the actions GAO recommends amount to addition- 
al strings on Federal assistance, adding to the red tape and 
paperwork imposed rather than reducing Federal involve- 
ment. Transportation feels that primary responsibility for 
improvements in transit operations, in particular productivi- 
ty and costs, rests with State and local governments and 
with local transit operators. The UMTA role rests in fostering 
productivity and efficiency through testing and support of 
improved methods of operation. With the exception of 
maintenance, UMTA generally opposes any new require- 
ments or regulations. 

Appropriations 

Urban formula grants - Department of Transportation, Ur- 
ban Mass Transportation Administration 

Appropriations Committee Issues 

Issues to be considered include the following: (1) UMTA can 
and should do more to help transit systems control costs 
and increase productivity: (2) Congress should reconsider 
the 1974 legislative finding that the increase in fares is un- 
desirable and adopt a goal for the Federal subsidy program 
that promotes efficient and equitable transit pricing: (3) 
Congress should amend the transit subsidy legislation to 
give Governors the authority to reallocate Federal operating 
assistance surpluses from urbanized areas with populations 
between 50,000 and 200,000 to other larger urbanized 
areas within the State; and (4) UMTA needs to make major 
improvements in its administration of the Federal operating 
assistance program. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF LABOR 
OFFICE OF MANAGEMENT AND BUDGET 
OFFICE OF PERSONNEL MANAGEMENT 

Federal Compensation Comparability: Need for Congressional Action 
(FPCD-78-60, 7-21-78) 

Budget Function: Central Personnel Management (0805) 
Legislative Authority: Federal Salary Reform Act of 1962, Federal Wage System (P.L. 92-392). 

Most Federal employees’ pay is governed by the legislated 
principle of comparability with pay in the private sector. 
Non-Federal pay rates vary among geographic areas, types 
of industries, size of establishments, and occupations. Pro- 
visions of the Federal pay-setting processes generally 
prevent the Government from considering such variances. 
This results in overpayment or underpayment of Federal 
employees in specific occupations or localities and affects 
the credibility of the concept of comparability. Changes 
have been made to the Federal white-collar pay-setting 
process which have saved about $3.7 billion annually, but 
congressional action is needed to make other needed 
changes. 
Recommendations: GAO recommended that the annual 
pay surveys include State and local government employees 
and both benefits and pay be compared with private sector 
compensation. For Federal white-collar employees under 
the general schedule, action is needed to: establish salary 
schedules that are more in line with labor market charac- 
teristics, eliminate cost-of-living allowances paid to employ- 
ees in nonforeign areas, and develop a method to reduce or 
compensate for the 6-month time lag between the refer- 
ence date of comparability data and the date of the pay ad- 
justment. For Federal blue-collar employees under the Fed- 

eral wage system, action is needed to revise the five-step 
system for nonsupervisory grades, wage rates that are set 
based on private sector rates paid in another wage area, 
and night-shift differentials that are not determined in ac- 
cordance with prevailing rates. 

Agency Comments/Action 

Legislation has been introduced which covers most of the 
GAO recommendations for improving the Federal white 
and blue-collar pay processes. Congressional action is 
needed, however, to insure the proper implementation of 
these changes. 

Appropriations 

Personnel salaries and expenses - Government-wide ; 

Appropriations Committee Issues 

Congressional support is needed to make appropriate 
changes to the Federal pay setting processes which will 
resolve shortcomings in these processes as well as provide 
needed credibility. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF LABOR 
OFFICE OF MANAGEMENT AND BUDGET 
OFFICE OF PERSONNEL MANAGEMENT 

Determining Federal Compensation: Changes Needed To Make the Processes More Equitable and Credible 
(FPCD-80-I 7, 11-13-79) 

. 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Economic Stabilization Act (P.L 92-210). Federal Pay Comparability Act H.R 4477 (96th Cong.). S. 
1340 (96th Cong.). 5 U.S.C. 5341. 

Federal employees’ pay is governed by the comparability 
principle. This is a concept designed to insure employees 
and the Nation’s other taxpayers that pay is equitable and 
comparable with pay in the private sector. There are prob- 
lems with the comparabilii system, and reform is needed. 
The roles of the parties involved in the system and the prob- 
lems that proposed legislation will not correct were dis- 
cussed. 
Findings/Conclusions: Some of those involved in determin- 
ing comparability for white-collar employees have been 
concerned about the President’s extensive use of his au- 
thority to propose alternative plans. Because of this inter- 
vention, it was felt that the program has not been permitted 
to function as Congress intended. By law, the President may 
propose an alternative plan when the adjustment is not war- 
ranted because of a national emergency or because of eco- 
nomic conditions affecting the general welfare. In addition, 
the law required that comparabiii be based on levels of 
work, yet Presidential adjustments have often been uniform 
for all grades, resulting in overpayment for some levels and 
underpayment for others. According to various agency and 
employee organization officials, the blue-collar pay process 
was easier to understand and has resulted in fewer 
disagreements. This has been attributed to a more localized 
approach, joint participation by both labor and manage- 
ment at all levels, the lack of political pressure, and the fact 
that thii system was not affected by pay caps. Several leg- 
islative changes to the blue-collar system have been pro- 
posed, leading to disputes between agency and union offi- 
cials. The proposed legislation would increase the 

President’s authority to adjust the comparability amounts 
and make it more difficult for Congress to override his deci- 
sion. 
Recommendations: Congress should amend the law to fur- 
ther liiit the President’s use of alternative plans to insure 
they will be used in situations which are more indicative of 
national emergency or economic conditions affecting the 
general welfare. 

Agency Comments/Action 

A bill, H.R. 7086, was recently introduced which would 
amend section 5305(c) of title 5, U.S. Code, to provide that 
(1) the authority of the President to submit any alternative 
plan for pay comparability adjustments be available only if 
general wage guidelines or controls are in effect and (2) the 
overall percentage of any pay adjustment proposed under 
any such alternative plan be not less than the pay adjust- 
ment generally permitted under the general wage guide- 
lines or controls or, if various pay adjustments are permit- 
ted, the median of such adjustments. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

Congressional action is needed in order to ensure that the 
pay-setting process works as Congress intended. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF LABOR 
OFFICE OF PERSONNEL MANAGEMENT 

State and Local Government Productivity Improvement: Wh& Is the Federal Role? 
(GGD-78-104, 12-6-78) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: National Productivity and Quality of Working Life Act of 1975. P.L. 94- 136. Federal Assistance Pa- 
perwork Reduction Act S. 3267 (95th Cong.). Federal Grant and Cooperative Agreement Act P.L 95-224. Intergovem- 
mental Personnel Act. Public Works and Economic Development Act Executive Order 12089. 

Productivity is defined as the relationship between re- 
sources used and results achieved. Improvement in pro- 
ductivity means either obtaining more and better program 
output from a given level of resources or using fewer re- 
sources to maintain or improve a certain quality level of out- 
put. The Federal Government has a vital stake in improving 
the productivity of State and local governments for two pri- 
mary reasons: the national economy is strengthened as a 
result of improvements in the productivity and fiscal pros- 
pects of this key sector; and the effectiveness and efficiency 
of the multitude of Federal grant and regulatory programs 
using State and local governments to implement Federal 
policies are directly related to the management capacity of 
those governments. 
Findings/Conclusions: The productivity in State and local 
governments is lower than it could be, resulting in higher 
costs andfor lower levels of public services. State and local 
government operations do not have the profit incentive to 
improve productivity that exists in the private sector. Howev- 
er, substantial fiscal and performance benefits have been 
achieved by innovative State and local governments which 
have initiated productivity improvement programs. Produc- 
tivity improvement has been used as a strategy to relieve 
growing fiscal pressures faced by State and local govem- 
ments, but most State and local governments do not have 
significant, comprehensive productivity improvement pro- 
grams. Major barriers preventing or limiting State and local 
improvement programs include internal resistance, the 
large initial investment needed to start a program, and the 
limited capacity of organizational systems. The most impor- 
tant impact of the Federal Government on State and local 

government productivity is the Federal grants system, but 
most Federal grant programs do not reward grantees for 
productivity performance. 
Recommendations: The President should establish a focal 
point at the Federal level with clear authority to oversee and 
provide stronger leadership for Federal efforts assisting 
State and local management improvement and produchvi- 
ty. Congress should institute fundamental changes in the 
grants system by removing negative barriers and by incor- 
porating positive incentives to reward improved productivity 
in grant programs. The Director of the Office of Manage- 
ment and Budget, with the assistance of the proposed focal 
point, should lead a Government-wide effort to promote in- 
creased concern for productivity in Federal assistance pro- 
grams. 

Appropriations 

Office of Personnel Management 
Department of Labor 

Appropriations Committee Issues 

The Committees should provide appropriate funding levels 
for a general management improvement program and for a 
State and local government productivity focal point in OPM. 
Appropriate funding levels should be provided to the 
Bureau of Labor Statistics for a State and local government 
productivity measurement program. Positive productivity in- 
centives should be incorporated in Federal domestic pro- 
grams by changing program funding formulas. 
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DEPARTMENT OF STATE 
DEPARTMENT OF THE INTERIOR 

Managing Foreign Mineral Information Programs To Support Public Policy Analyses 
(EMD-H-32, 12-10-80) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Author.@: National Materials and Minerals Policy Research and Development Act of 1980. 

Changes in global mineral supply and demand conditions 
can have direct and far-reaching implications for U.S. eco- 
nomic stability and strategic capabilities. In spite of highiy 
visiile concern in the executive branch and Congress about 
U.S. foreign mineral information capabilities and numerous 
initiatives that have expanded Federal data collection and 
analysis capabilities, there continues to be no strategy for 
matching extensive information capabilities with public poli- 
cy mineral information throughout the executive branch. 
For many mineral commodities critical to economic stabili- 
ty and strategic capabilities, the United States is increasingly 
dependent on foreign sources of supply. It is important to 
know about supply and demand of mineral sources from a- 
broad, foreign reserves, and conditions that could result in 
supply interruptions. 
Findings/Conclusions: Federal foreign mineral information 
capabilities fall short of public policy, decisionmaking, and 
overall resource management objectives because: (1) the 
Department of the Interior’s foreign mineral data collection, 
analysis, and dissemination activities are principally respon- 
sive to individual office mandates rather than to the entire 
executive branch, (2) responsible policy planning, decision- 
making, and resource managers in the Federal Govem- 
ment have minimal contact with the various Government 
collection, analysis, and dissemination processes; (3) the 
wide selection of data available does not become part of a 
data pool, reducing its availability and effectiveness; (4) the 
use of foreign mineral data has been severely restricted due 
to the absence of a usable data management capability; 
and (5) commodity policy analysts throughout the execu- 
tive branch contract for data bases from a wide variety of 
sources outside the Federal establishment, creating a lack 
of communication between data collection and policy plan- 
ning. 
Recommendations: The Secretary of the Interior should ini- 
tiate an in-depth analysis of all continuing foreign mineral 
data needs and resources throughout the executive branch, 

including capabilities and requirements of State Depart- 
ment Foreign Service reporting officers. The Secretary of 
the Interior should direct centrakiation of responsibiii of aI1 
foreign mineral and related information (not the collection 
function itself) within the Minerals Information and Analysis 
Directorate, U.S. Bureau of Mines. The Secretary of the In- 
terior should direct that the Minerals Information and Analy- 
sis Directorate structure the foreign mineral information 
system to be responsive to needs of all agencies for miner- 
als and related information needs of all agencies and to in- 
corporate ongoing data acquisition activities of other Feder- 
al agencies. The automated capability should also incor- 
porate a new file on institutional factors likely to affect pro- 
duction and investment climate as a regular systematized 
component of foreign mineral reporting, to be modified as 
conditions warrant. 

Agency Comments/Action 

The State Department has taken steps to improve the min- 
erals information functions of U.S. embassies abroad. Both 
the Commerce Department and the National Academy of 
Sciences are using the GAO report for interagency commit- 
tee discussions. Much of the interior Department’s actions 
depend upon further plans of an interagency minerals task 
force. 

Appropriations 

Minerals information - Department of the Interior. Bureau of 
Mines 

Appropriations Committee Issues 

A possible area of interest might be ways to reduce duplica- 
tion in Federal minerals data gathering and improve data 
base management. 
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VARIOUSDEPAFWRENTSANDAGENCIES 

DEpAWTPaENT OF THE ARMlY 
DEPARTMEN? OF THE INTERIOR 

Charzges in Federal Water Project Repayment Policies Can Reduce Federal Costs 
(CEL3-81-77, 8-7-81) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
legislative Authority: Reclamation Project Act of 1939 (53 Stat. 1187). Water Supply Act of 1958 (72 Stat 319). P.L 
87-483. 

Because prior GAO studies disclosed several large Federal 
reservoirs with substantial amounts of unsold water or 
storage space, GAO reviewed the repayment policies and 
practices of the Army Corps of Engineers and the Bureau of 
Reclamation that do not ensure fair and timely recovery of 
water projects’ reimbursable costs. 
Findings/Conclusions: Current repayment policies, for the 
most part, require that water projects must be fully used to 
ensure cost recovery. However, much water is neither pur- 
chased nor used as originally intended and is likely to 
remain underutilized for years. As a result, the Federal Gov- 
ernment will continue to absorb substantial costs. Agency 
officials have made some changes, but much more should 
be done. Millions of acre-feet of underutilized water are 
available in Federal reservoirs. Agency officials stated that 
they had no water marketing policies and generally relied 
on State water boards, local chambers of commerce, and 
water districts to carry out water marketing activities. Agen- 
cies have not taken advantage of opportunities to increase 
cost recovery. Sometimes agencies use outdated prices for 
determining operation and maintenance (O&M) costs. In 
some cases, repayment was not required even though wa- 
ter users received benefits. Payments received from water 
option contractors were not always apportioned to O&M 
costs. Occasionally, the Bureau of Reclamation charged 
water users for O&M costs but credited the revenues to 
construction cost repayment. As a result of such practices, 
reimbursable OGM costs had to be paid from Federal 
funds. O&M costs were not accumulated as reimbursables 
for future water price deteminations, but often were reas- 
signed to nonreimbursable categories. 
Recommendations: The Secretaries of the Army and Intee;l- 
or should develop an overall water marketing strategy for 
their agencies. The Secretaries of the Army and Interior 
should issue instructions requiring all reservoir users to 
share equitably in O&M cost recovery. The Secretary of the 
Interior should issue instructions requiring that option reve- 
nues be equitably allocated to O&M cost recovery. The 
Secretaries of the Army and Interior should annually 
disseminate information on the available water supply to the 
Congress, State agencies, and potential buyers. The Secre- 
tary of the Interior should issue instructions requiring that 
O&M cost reallocations be limited to those based upon 
demonstrated changes in benefits. The Secretaries of the 
Army and Interior should issue instructions requiring all 
O&M charges to be updated annually and applied to new or 
amended contracts. The Secretaries of the Army and Inten- 
or should issue instructions requiring congressional author- 

ization to be sought for water uses not specifically author- 
ized. The Secretary of the Interior should issue instructions 
requiring that reallocation policies be equally applied to 
both reimbursable and nonreimbursable expenses. The 
Secretary of the Interior should require reasonable payment 
for all water reservations. The Secretary of the Interior 
should require water prices to be based upon how much 
water can be delivered and sold. The Secretary of the Interi- 
or should require water contracts with renewal provisions to 
specify the method for price adjustments. The Secretary of 
the Interior should require annual water price reevaluations 
as a basis for establishing new or amended contract prices. 
The Secretaries of the Army and Interior should establish 
policies that will require unrecovered reimbursable O&M 
costs to be accumulated and considered in future price 
determinations. The Secretaries of the Army and Interior 
should establish policies that will require an interest alloca- 
tion to be included in all water charges to municipal and in- 
dustrial users. The Secretaries of the Army and Interior 
should establish policies that require all project purposes to 
share, in accordance with actual reservoir uses, in O&M ex- 
penses. The Secretary of the Interior should require specific 
approval of the Commissioner of Reclamation when con- 
tract revenues from Federal reservoirs will be applied to a 
non-Federal entity. The Secretary of the Interior should re- 
quire nationwide distribution of its and Bureau of Reclama- 
tion repayment policies, procedures, and applicable in- 
terpretations for establishing and implementing repayment 
requirements. The Secretary of the Interior should require a 
periodic review of regional-pricing and accounting practices 
to ensure that they consistently and equitably apply agency 
policy. 

Agency Comments/Action 

The Department of the Interior agreed that the allocations 
of operation and maintenance costs need review and stand- 
ardization. The Department of the Army is reviewing the en- 
tire cost recovery system in considering the GAO recom- 
mendations. Some agency action has taken place to 
correct several deficiencies which resulted in over $200,000 
in savings. 

Appropriations 

Operation and maintenance expenses - Department of the 
Interior, Bureau of Reclamation 
Operation and maintenance expenses - Department of the 
hY 



Appropriations Committee Issues 

The Committees should monitor the progress being made 
to improve cost recovery. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF THE INTERIOR 
GENERAL SERVICES ADMINISTRATION 

Police Forces in the District of Columbia Can improve Operations and Save Money 
(GGD-79-16, 7-12-79) 

Budget Function: Administration of Justice (0750) 
Legislative Authority: District of Columbia Self-Government and Governmental, Reorganization Act. P.L. 93-198. 4 Stat. 
266. 9 Stat. 599. P.L. 94-306. 22 Stat. 243. 4 Stat. 324. 

Four District of Columbia police forces were reviewed: the 
Metropolitan Police Department, the U.S. Park Police, the 
Capitol Police, and the Metro Transit Police. The forces 
need to improve their patrol practices and certain inefficient 
and costly practices. 
Findings/Conclusions: Park and Metropolitan police officers 
patrol the same areas in some District locations because of 
overlapping jurisdictions. In addition, because Metropolitan 
and Park forces each maintain their own photography and 
fingerprinting facilities, they sometimes unnecessarily re- 
peat identification processing of arrestees. Police officers 
perform clerical, administrative, technical, and protective 
duties, which lower cost civilians and guards could do. The 
forces could save as much as $3.1 million annually if civil- 
ians and guards were used instead of sworn officers. Finally, 
sometimes the police forces buy weapons which are being 
stockpiled by other forces or purchase items which could 
have been bought at reduced prices from the General Serv- 
ices Administration (GSA). 
Recommendations: The police forces should transfer juris- 
diction of certain land to avoid overlapping patrols; coordi- 
nate identification services; use civilians and guards instead 
of police officers where possible; and adopt a policy to ac- 
quire goods and services from GSA when economically 
beneficial. 

Agency CommentdActlon 

The forces’ reaction to the report’s recommendations were 
mixed, although all agreed that seeking more efficient and 

economical operations is a worthwhile goal. In September 
1979, the Department of the Interior, in replying to the re- 
port in accordance with the Legislative Reorganization Act, 
advised that it would not support any change in providing 
police services in the areas currently under U.S. Park Police 
jurisdiction. Interior also agreed to discuss with the District 
of Columbia government ways to minimize duplication of 
identification services. Except for Capitol Police, there was 
agreement from all forces to increase use of civilians in lieu 
of sworn officers where feasible, and in procuring from the 
General Services Administration when beneficial; and the 
forces described the extent to which they were or would be 
following this practice. Initially, the Metropolitan Police, 
Metro Transit Police, and US. Park Police had replaced a to- 
tal of 39 sworn officers with civilians. The forces realized a 
one-time savings totaling $264,000 in training and equip- 
ment costs and a recurring savings of $497,180 in salary 
and fringe benefit costs. 

Appropriations 

Congressional operations - District of Columbia 
Department of the Interior, National Park Service 
Intergovernmental agencies 

Appropriations Commlttee Issues 

The forces can improve their patrol practices and reduce 
costs by: coordinating identification services; using civilian 
and guard employees more; and improving procurement 
practices. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF THE INTERIOR 
OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

Phosphates: A Case Study of a Valuable, Depleting Mineral in America 
(EMD-80-21, 11-30-79) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Endangered Species Act of 1973. H.R. 2743 (96th Cong.). 

Phosphate is a primary plant nutrient which is absolutely vi- 
tal to sustaining the Nation’s agricultural output, and phos- 
phate rock is the only practical source of phosphorous on a 
commercial scale. In order to assess the outlook for phos- 
phate, GAO reviewed phosphate-mining techniques, the ef- 
fects of environmental regulation on the industry, and 
methods being used to estimate the quantity of domestic 
phosphate reserves and resources. 
Findings/Conclusions: As presently mined, high-grade 
phosphate deposits are being depleted. Over one-half of all 
phosphate production in the United States occurred in the 
last 12 years, and it is far from certain that the Nation’s 
reserves will be adequate beyond the year 2000. In order to 
plan for the availability of phosphates in the future, a reliable 
information system is needed. The Bureau of Mines relies 
too heavily on unverified, proprietary data without judging 
its reliability. World-reserve estimates have fluctuated wildly 
from year to year and are even less reliable than domestic 
estimates. Environmental and land-use concerns are anoth- 
er factor which must be considered in planning phosphate 
availability. While past availability depended only on whether 
or not it was profitable to produce the mineral, it is being in- 
creasingly subordinated to environmental impact and com- 
peting desires for nonmining uses of public lands. Govern- 
ment policies which seek to minimize environmental dam- 
age diminish potential phosphate reserves significantly. A 
third factor essential to planning is an assessment of the 
world market outlook; the present trends of global produc- 
tion and imports indicate that availability is bound to have 
economic and probably strategic implications for the Unit- 
ed States and its allies. Finally, while the Nation has tradi- 
tionally relied on market forces to deal with shortages and 
has generally expected private industry to meet new 
demands, there is now a need for the Government to plan 
for the long-term requirements of the country. 
Recommendations: The Secretary of the Interior should 
make a thorough review of the Nation’s long-range phos- 
phate position and report to Congress on the future availa- 
bility of phosphates. This phosphate assessment should be 
completed no later than December 31, 1981, and include 
the following: (1) a comprehensive assessment of the phos- 
phate reserves of the Nation and the world, with the Secre- 
tary judging the need, if any, for Government verification of 
proprietary (source) records to the extent that the assess- 
ment is based on unverified data; (2) a determination of the 
extent that environmental concerns and land-use decisions 
are likely to restrict phosphate development; (3) a review 
and evaluation of alternatives to dependency on imports 
and assessment of their costs; and (4) a Department of 

Agriculture estimate of future needs for phosphates in agri- 
culture and possible food production alternatives to 
depending on foreign fertilizer sources. OSTP in the Execu- 
tive Office of the President should coordinate and make 
sure that an integrated research and development program 
for phosphates is begun and that OSTP contribute as ap- 
propriate to the comprehensive review and report. 
Congress should require immediate work to start on the 
recommended review and be particularly alert to the De- 
partment of the Interior’s response to this report, as re- 
quired by the Legislative Reorganization Act of 1970. In the 
same fashion, Congress should also carefully monitor the 
actions of the Office of Science and Technology Policy 
(OSTP) in assisting formulation of a comprehensive re- 
search and development program for phosphates. If the 
OSTP persists in its negative attitude and abdication of 
responsibility, Congress should consider an alternative 
placement of responsibility for coordination of materials re- 
search and development issues of national concern. 

Agency Comments/Action 

The Department of the Interior recently completed an as- 
sessment of the domestic potential phosphate reserves, 
and one on world reserves will follow. This assessment is 
scheduled for completion by the end of 1982. In view of 
this, the Department does not believe the study called for in 
the GAO report is necessary. The Office of Science and 
Technology Policy disagreed with the GAO recommenda- 
tion that it coordinate and ensure implementation of an in- 
tegrated research and development program for phos- 
phates because it believes the present system works rather 
well and does not require major change. 

Appropriations 

Department of the Interior and Office of Science and Tech- 
nology Policy 

Appropriations Committee Issues 

Congress should decide to require the Secretary of the Inte- 
rior to review the Nation’s long-range phosphate position 
and report to them on the future availability of phosphates. 
This study is necessary because over the next two decades 
the richest U.S. phosphate deposits are likely to be depleted 
and nonfuel minerals policy review has not addressed the 
phosphate issue in a coherent manner. Congress should 



also decide to monitor the Office of Science and Technolo- 
gy Policy in assisting formulation of a comprehensive re- 
search and development program for phosphates. If not sa- 
tisfied, Congress should consider an alternative placement 
of responsibility for coordination of materials research and 
development issues of national concern. 
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VARiOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 
Federal Highway Administration 
Federal Railroad Administration 
Research and Special Programs Administration 
ENVIRONMENTAL PROTECTION AGENCY 
FEDERAL EMERGENCY MANAGEMENT AGENCY 
NATIONAL TRANSPORTATION SAFETY BOARD 

Programs for Ensuring the Safe Transportation of Hazardous Materials Need Improvement 
(CED-81-5, 11-4-80) 

Budget Function: Transportation (0400) 
Legislative Authority: Disaster Relief Act (42 U.S.C. 5121 et seq.). Hazardous Materials Transportation Act (49 U.S.C. 1801 
et seq.). Transportation of Explosives Act (18 U.S.C. 83 1 et seq.). Aviation Act (49 U.S.C. 1301 et seq.). Dangerous Cargo 
Act (Ships) (46 U.S.C. 170). Department of Transportation Act 

GAO evaluated the Department of Transportation’s efforts 
to promote the safe transportation of hazardous materials 
and the emergency response mechanisms available to 
react to hazardous material disaster situations. The Depart- 
ment of Transportation is responsible for ensuring the safe- 
ty of the public From the inherent risks associated with 
transporting hazardous materials. 
Findings/Conclusions: The Department has done much to 
upgrade the Federal effort to better assure public safety in 
transporting hazardous materials, but improvements are 
needed. More knowledge is needed of industry size and the 
risks associated in transporting hazardous materials. 
Wiiout this information, the Department cannot effectively 
plan its inspection and emergency response activities. The 
Department has not developed an overall program to evalu- 
ate all risks associated with transporting hazardous materi- 
ais. Federal and State inspection and enforcement efforts 
should be strengthened. The Department does not have a 
program to identify those companies which present the 
greatest risk to the public. Better coordination and trainiig 
among Federal, State, and local governments, as well as 
private industry, could enhance emergency response capa- 
biliies. The Department has not established an adequate 
program to inform or to educate personnel in emergency 
response organizations. 
Recommendations: The Secretary of Transportation should 
require the Director of the Materials Transportation Bureau 
(MTB) and the modal administrators to develop risk profiles 
of hazardous materials carriers and shippers. The Secretary 
of Transportation should require the Director of MTB to as- 
sign specific responsibility within MTB for evaluating risks 
associated with transporting hazardous materials. The 
Secretary of Transportation should direct the Director of 
MTB to improve the completeness and accuracy of the haz- 
ardous materials incident reporting system by clarifying in- 
structions and criteria For developing damage estimates. 
The Secretary of Transportation should direct the Director 
OF MTB to improve the completeness and accuracy of the 
hazardous materials incident reporting system by better 
educating the industry on reporting requirements and 
current reporting deficiencies. The Secretary of Transpor- 

tation should direct the Diiector of MTB to require that haz- 
ardous materials incident reports be submitted by all firms 
and For all areas subject to the regulation under the Hazard- 
ous Materials Transportation Act The Secretary of Trans- 
portation should direct the Director of MTB to improve the 
completeness and accuracy of the hazardous materials in- 
cident reporting system by clarifying what costs should be 
included in the estimate of damages resulting from hazard- 
ous materials incidents. The Secretary of Transportation 
should direct the modal administrators and the Director of 
MTB to work with the States to develop and implement 
comprehensive plans to expand State roles in enforcement 
of hazardous materials regulations. The Secretary of Trans- 
portation should direct the Director of MTB to improve the 
completeness and accuracy of the hazardous materials in- 
cident reporting system by extending the current 15 day 
limit for submitting incident reports to allow more time to 
prepare accurate reports. The Secretary of Transportation 
should direct the Diiector of MTB to improve the complete- 
ness and accuracy of the hazardous materials incident re- 
porting system by requiring that revised incident reports be 
submitted should data originally reported change sign& 
cant&. The Diiector of MTB should coordinate the DOT 
registration program with other Federal agency programs 
having information on the hazardous materials transporta- 
tion industry and gain access to that information which 
would be useful in developing a registration program. The 
Secretary of Transportation should require the Director of 
MTB to develop a plan to work with State and local officials 
in highly populated areas to study routes used to transport 
hazardous materials, as a basis For determining the risks as- 
sociated with such routes and the desirability of altering 
these routes. The Secretary of Transportation should direct 
the modal administrators and the Director of MT!3 to 
develop systems For giving priority to inspecting companies 
presenting the greatest public risk while transporting haz- 
ardous materials. The Secretary of Transportation should 
direct the modal admiistrators and the Director of MTB to 
coordinate the formulation of uniform guidelines which can 
be used by field inspectors to determine when violations will 
be developed into enforcement cases. The Secretary of 



Transportation should direct the modal administrators and 
the Director of MTB to adopt a systematic means of record- 
ing all violations found during inspections and analyze this 
information to assist in planning inspection activities and 
measuring program effectiveness. The Secretary of Trans- 
portation should direct the Director of MTB to develop a 
comprehensive list of available hazardous materials training 
courses and information and educational materials to be 
distributed through appropriate channels to emergency 
response organizations. The Secretary of Transportation 
should direct the Director of MTB to improve the complete- 
ness and accuracy of the hazardous materials incident re- 
porting system by using other data sources, such as those 
noted above, to better ensure that all incidents are being re- 
ported as required and that, where not, appropriate enforce- 
ment actions are taken. The Secretary of Transportation 
should emphasize to the MTB Director that the annual re- 
port on the DOT hazardous materials transportation pro- 
gram should accurately and completely indicate the extent 
of the problems associated with transporting hazardous 
materials and the level of effort DOT is expending on its 
hazardous materials program. The Secretary of Transpor- 
tation, in cooperation with the Chairman of the Council of 
Environmental Quality, should establish provisions in the 
National Contingency Plan to provide for increased roles of 
city and county government organizations and industry as- 
sociations by inviting representatives of these groups to par- 
ticipate as full members of the Regional Response Teams. 
The Secretary of Transportation should direct the Director 
of MTB to improve the completeness and accuracy of the 
hazardous materials incident reporting system by following 
up on significant cases in which (1) the reports do not con- 
tain required information, (2) other information in the report 
indicates the possibility of inaccurate data, or (3) other data 
sources indicate significant discrepancies from data report- 
ed. The Secretary of Transportation should emphasize to 
the MT6 Director that the annual report on the DOT haz- 
ardous materials transportation program as required by law, 
should be provided to the President and the Congress by 
May 1 of each year for the preceding calendar year, and that 
it provide an evaluation of the effectiveness of enforcement 
activities and the degree of voluntary compliance with appli- 
table regulations. The Secretary of Transportation should 
take appropriate steps to implement an awareness program 
to assure maximum benefits from the revised labeling and 
placarding identification system. The Secretary of Trans- 
portation should direct the Director of MTB to periodically 
update the list of hazardous materials information in the 
DOT bimonthly Hazardous Materials Newsletter, and assure 
that adequate distribution of the newsletter is made to e- 
mergency response organizations. The Secretary of Trans- 
portation should direct the Director of MTB to develop a 
method to assure that adequate distribution is made of lists 
of available hazardous materials training courses and infor- 
mation and educational materials. Consideration should be 
given to developing a comprehensive mailing list of emer- 
gency response organizations, particularly volunteer fire 
departments, or seeking the assistance of the major fire 
service organizations to distribute the information through 
their periodic publications. The Secretary of Transportation 

should require the Director of MTB to establish a registra- 
tion program to identify and develop risk profiles of all haz- 
ardous materials carriers, shippers, and container manufac- 
turers, as authorized by section 106(b) of the Hazardous 
Materials Transportation Act 

Agency Comments/Action 

The Department of Transportation (DOT) agreed with 
many of the GAO recommendations. DOT stated that it is, 
and has been for some time, in the process of increasing its 
involvement with the States in enforcing the hazardous ma- 
terials regulations and has substantially increased its efforts 
in making training and hazardous materials information 
available to State emergency response personnel. The pro- 
posed DOT regulations for highway routing of radioactive 
materials include a requirement for local government par- 
ticipation in the decisionmaking process. GAO does not 
agree, however, with implementing a universal registration 
program, requiring shippers to report hazardous materials 
incidents, developing an institutionalized risk profile system, 
or placing emphasis on the inspection of shippers. 

Appropriations 

Operations - Department of Transportation, Research and 
Special Programs Administration 
Research and development - Department of Transportation, 
Research and Special Programs Administration 

Appropriations Committee Issues 

The Committees should direct their attention toward ensur- 
ing that DOT more effectively and efficiently uses its limited 
staffing and resources. In particular, improvements in and 
better use of the hazardous materials information system 
and increased involvement of State and local governments 
in hazardous materials programs need to be encouraged, 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT QF TRANSPORTATlON 
INTERSTATE COMMERCE COMMlSSlON 

The Trucking Industry’s Federal Paperwork Burden Should Be Reduced 
(GGD-81-32, 3-3-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Reports Act Paperwork Reduction Act of 1980. 

As part of a review on the paperwork burden imposed on 
American business by Federal agencies, GAO examined 
the efforts of the Department of Transportation (DOT) and 
the lnterstate Commerce Commission (ICC) to manage 
their paperwork requirements affecting the trucking indus- 
W 
Findings/Conclusions: The Federal Highway AdmirWration 
(FHWA) imposes a heavy paperwork burden on the truck- 
ing industry. It requires duplicate information and is not us- 
ing collected data efficientfy. ln selecting companies for 
safety inspection, the FHWA Bureau of Motor Carrier Safety 
investigators genera&j rely on their own knowledge of mo- 
tor carrier activities rather than requesting and using availa- 
ble summarized information to identify those companies 
most needing safety inspections. ICC does not have the 
controls necessary to ensure that its paperwork requim- 
merits are property prepared and cleared before they are 
imposed on the public. During the past 6 years, 28 of the 70 
current& cleared requirements resubmitted to GAO for ap 
proval were either incomplete, contained inadequate justtfi- 
cation, or had issues which resulted in conditional clear- 
ances; nine other instances were identified where uncleared 
forms resulted in unauthorized data collection. The KC 
cormnod@ staktics report is of little use because it is in- 
complete, inaccurate, and out of date. As early as 1975. ICC 
knew that it did not need its quarterly loss and damage re- 
port In 1978, DOT stated that it only needed semiannual 
rather than quarterly da In 1978, a task force reviewed the 
ICC financial and stati&cal reporting requirements and 
made recommendations which it estimated would save the 
Government and businesses millions of dollars. Action was 
taken on several recommendations, some were disap- 
proved with limited ju&fication, and others were deferred 
pending possible deregulation of the industry. 
f?ecornmandaUons: Congress shoukl, tf it wants DOT to 
publish loss and damage reports showtng industq man- 
agement and law enforcement agencies the signil?cance of 
the cargo theft problem, authorize DOT to require the appli- 
cable data The Chairman of ICC should direct the ICC 
Managing Director to initiate action to revise or eliminate re- 
porting tqulrements immediately after aIt or part of them 
have been determined to be unnecessary. The Chainnan of 
ICC shoufd complete a determtnation of whether the com- 
modity statistics data are essential for ICC operations. 
Based upon this determination, the Chairman should either 
eliminate the requirement or revise it using a st&stical sam- 
ple of e&ting company records. The burden tmposed by 
the reporting universe and repr_-ting method of any revised 
reporting requirement shouk. x compatible with ICC’s 

needs. The Chairman of ICC should strengthen the ICC pa- 
perwork management process by establishing controls to 
ensure that (I) clearance submissions are accurately 
prepared; (2) justifications for paperwork requirements are 
properly documented; and (3) requirements are cleared be- 
fore they are imposed on the public. The Chairman should 
also evaluate the differences between the final data task 
force recommendations and the assessment by the Section 
of Accounting and Reporting’s three-man review team and, 
in instances where the task force recommendations are 
valid and the team’s recommendations are not fuky sup- 
ported, initiate steps to implement the task force recom- 
mendations. The Secretary of Transportation should re- 
quire the AdmGstrator of the Federal Highway Admiiistra- 
tion to (1) routinely provide the Bureau of Motor Carrier 
Safety’s field investigators with appropriate summarized 
data and ensure that they use tt to systematically identify 
and investigate carriers most in need of safety smeyq (2) 
begin collecting mileage data and reporting accident ratios 
for all DOT-regulated carders reporting accidents; (3) sum- 
marize safety violations by carrier, and use these summaries 
to identify high-risk carriers and in followup visits, to evalu- 
ate whether the DOTS paperwork requirements contribute 
to enhankg highway safety (4) evaluate the usefufness of 
the Driver’s Daity Log in enhancing highway safety to pro- 
vide a basis for continuing or eliminating the requirement; 
(5) assure that the Bureau of Motor Carder Safety uses data 
developed during its pilot study to expeditiousty and sys- 
tematicaky develop and carry out an implementation plan 
for a Department-wide management information system; 
and (6) eitminate the Accident Register requirement 

Agency Comments/Action 

DOT agreed in general with the recommendations The De- 
partment has established (1) a priority review of selected 
DOT regulations which tmpose a significant paperwork bur- 
den on the publtc, and (2) a taskforce to review the criteria 
whereby motor carriers are selected for survey by the field 
staff. DOT anticipates reduced paperwork burden and sys- 
tematic selection of motor carriers for survey. ICC gene&y 
agreed wlth the recommendations and indicated that 
co- action would be taken 

Applopriations 
Safety - Department of Transportation, Federal Highway . . 
Admnustration 
Economic regulation - interstate Commerce Commission 



Appropriations Committee Issues 

The Committees should assure that the Department and 
ICC implement the recommendations of this report. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF TRANSPORTATION 
Federal Railroad Administration 
INTERSTATE COMMERCE COMMISSION 

There Is No Shortage of Freight Cars--Railroads Must Make Better Use of What They Have 
(cm-81-2, 11-10-80) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Railroad Revitalization and Regulatory Reform Act of 1976 (P.L. 94-210). Staggers Rail Act of 1980 
(P.L. 96-448). P.L. 95-580. 

Railroads cannot satisfy the demand for freight cars, be- 
cause they do not use the existing car fleet efficiently. 
Enough cars are available, but they are not in the right place 
at the right time. 
Findings/Conclusions: GAO found that, because the Inter- 
state Commerce Commission’s (ICC) authority is limited 
and other Federal agencies lack authority over car availabili- 
ty, Federal efforts to improve freight car utilization have not 
been too successful. As an aid to the industry, the recently 
approved Staggers Rail Act of 1980 authorizes that Federal 
funds available to assist railroads can be used for car man- 
agement systems to improve car utilization. However, the 
Act will not necessarily make funds available to all railroads 
that might be interested in such a system. Although 
shippers have persistently complained of their inability to 
obtain freight cars on demand, unfilled orders never ex- 
ceeded 4 percent of the serviceable fleet from 1973 
through 1978. Moreover, data on unfilled car orders are of 
questionable accuracy, because shippers are thought to in- 
flate their orders during peak demand periods. The courts 
have ruled that ICC may not impose performance stand- 
ards; therfore, ICC has traditionally approached the freight 
car problem by restricting or directing the movement of 
particular cars. Rather than adding more cars, the freight 
car problem could be reduced in the long run through tech- 
nical and economic changes. The railroads could improve 
utilization and balance distribution by developing and using 
a computerized, nationwide system of car management. 
The Federal Railroad Administration (FRA) has sponsored 
studies which are informative and appear to offer solutions. 
However, operational improvements alone will not solve the 
Inability of shippers to obtain freight cars on demand. 
Recommendations: The Chairman of ICC should work with 
the Administrator of FRA and the railroad industy to develop 
the technology and cooperation needed to implement a 
compatible management information system for better 
freight car utilization. The Secretary of Transportation 
should direct the Administrator of FRA to continue to 
develop and demonstrate improved railroad car manage- 

ment and control methods that could be used in a compati- 
ble nationwide system, and to use available assistance pro- 
grams to encourage railroads to install and use such sys- 
tems. The Chairman of ICC should: (1) prescribe specific 
criteria for issuing emergency car service orders and estab- 
lish a system to control and evaluate the effects of these or- 
ders; (2) study whether demurrage encourages shippers to 
release cars faster; and (3) study whether prompt release 
results in more efficient car use. 

Agency Comments/Action 

ICC agreed with the report’s principal conclusions that 
freight car shortages are largely attributable to inefficient car 
utilization and that improving utilization should primarily be 
resolved by the railroad industry. However, ICC stated that 
the report placed too much emphasis on a technological 
solution to what it believed was a pricing problem. ICC also 
suggested that car shortages should be shown on a month- 
ly or regional basis. In response to the report, the Acting 
Chairman of ICC stated that the agency would be willing to 
cooperate with FRA and the railroads to develop better car 
information systems. ICC also agreed that more research 
into the effectiveness of demurrage charges would be use- 
ful. 

Appropriations 

Rail service assistance - Department of Transportation, 
Federal Railroad Administration 

Appropriations Committee Issues 

The Committees should consider FRA loan guarantees or 
matching grants for railroad technical research and devel- 
opment in information systems. The Committees also 
should consider whether ICC should monitor car informa- 
tion system development and eliminate regulatory obsta- 
cles to the development of such systems. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFTRANSPORTATlON 
Federal Aviation Administration 
GENERAL SERVICES ADMINISTRATION 
Federal Supply Service 

Better Investment Decisions Can Save Money at GSA and FAA 
(PLRD-81-30, 6-5-81) 

Budget Function: Congressional Information Services (1008) 

An effective and efficient logistics system is one which 
maintains sufficient, but not excessive, stocks on hand to 
meet users’ needs. Logistics managers must decide when 
to buy and how much to buy. In order to make these deci- 
sions, managers need current and valid cost, demand, lead- 
time, and safety level data. GAO reviewed how the General 
Services Administration (GSA) and the Federal Aviation Ad- 
ministration (FAA) managers make these purchasing deci- 
sions. 
Findings/Conclusions: GAO found that even though GSA 
and FAA were generally achieving their fill rate goals and 
had adequate stock turnover rates, the agencies could im- 
prove the effectiveness and efficiency of the supply systems 
by refining existing operating procedures and employing al- 
ternative management strategies. By doing so, the system 
would be more responsive to user needs and inventory 
management costs could be reduced. GAO identified 
several areas where improvements were needed and be- 
lieves that: using updated data would reduce inventory 
management costs; recognizing and responding more ra- 
pidly to demand trends in the GSA demand forecasting 
would reduce purchases; using more accurate leadtime 
data would reduce requirements; and revising the method 
for computing safety level stocks would reduce the safety 
level investment without adversely affecting supply respon- 
siveness. If FAA used an economic order quantity model 
that considered shortage costs and demand variability in 
addition to carrying and procurement costs, it would save 
money. GSA demand forecasting does not give more 
weight to the more recent months’ demand data, therefore, 
it is less responsive to sudden demand changes. Safety lev- 
el stocks are maintained in addition to operating needs to 
protect against unanticipated demands; however, safety lev- 
els could be reduced if GSA calculated them on a system- 
wide basis rather than on a depot-by-depot basis. The need 
for safety levels on many items was questionable given their 
low demand and replenishment infrequencies. 
Recommendations: The Administrator of FAA should em- 
phasize the need for timely processing of received items 
into the warehouse. The Administrator of FAA should im- 
plement the recently revised cost factors and to take advan- 
tage of opportunities offered by recent economic order 
quantity modeling developments to optimize inventory lev- 
els and reduce inventory management costs. The Adminis- 
trator of GSA should direct the Commissioner of the Feder- 
al Supply Service to reevaluate its forecasting technique 
with a view toward changing the weighting factors to give 
greater weight to the more recent demand data. The Ad- 

152 

ministrator of GSA should direct the Commissioner of the 
Federal Supply Service to eliminate the delays between re- 
ceipt of items at the depot and their posting to the records. 
The Administrator of GSA should direct the Commissioner 
of the Federal Supply Service to exclude leadtime attributa- 
ble to the period that deliveries are deferred at the agency’s 
request from the item’s leadtime history. The Administrator 
of FAA should use an item’s actual leadtime rather than the 
leadtime adjusted by a rounding factor to compute require- 
ments. The Administrator of GSA should direct the Com- 
missioner of the Federal Supply Service to establish a 
separate leadtime data base for Small Business Administra- 
tion section 8A contractors and include section 8A due-ins 
in the requirements determination process. The Adminis- 
trator of GSA should direct the Commissioner of the Feder- 
al Supply Service to develop a system which relates the 
need for and amount of safety level to item essentiality. The 
Administrator of GSA should direct the Commissioner of 
the Federal Supply Service to use leadtime variation, rather 
than the length of leadtime, in the computation of safety 
level requirements. The Administrator of GSA should direct 
the Commissioner of the Federal Supply Service to com- 
pute an item’s safety level requirement on a systemwide 
basis, rather than on a depot-by-depot basis. The Adminis- 
trator of FAA should adopt a variable safety level concept 
which considers the individual characteristics of an item-- 
including item essentiality and demand and leadtime 
variations--in determining safety level requirements. The 
Administrator of GSA should direct the Commissioner of 
the Federal Supply Service and the Secretary of Transporta- 
tion to direct the Administrator of FAA to implement the re- 
cently revised cost factors and to take advantage of oppor- 
tunities offered by recent economic order quantity model- 
ing developments to optimize inventory levels and reduce 
inventory management costs. 

Agency Comments/Action 

GSA and FAA officials generally agreed with the GAO find- 
ings and recommendations, and either took or promised to 
take corrective actions on the deficiencies noted in the re- 
view. The agencies expressed considerable interest in a- 
dopting new economic order quantity techniques to optim- 
ize inventory levels and reduce management costs by 
several hundred thousand dollars a year. 

Appropriations 

Procurement - Various agencies 



Appropriations Committee Issues 

The Committees should ask GSA and FAA for a progress 
report on making the needed management improvements 
identified in the GAO report. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administratlon 
NATIONAL TRANSPORTATION AND SAFETY BOARD 

The Federal Aviation Administration Can Improve the Operation of Its General Aviation District Offices 
(CED-81-114, 6-29-81) 

Budget Function: Transportation: Air Transportation (0402) 
Legislative Authority: Aviation Act (49 U.S.C. 1421). 

Ways in which the Federal Aviation Administration (FAA) 
can improve the operation of its general aviation district of- 
fices @ADO) were examined. 
Findings/Conclusions: General aviation has continued to 
grow over the last decade while GAD0 staff levels have 
remained unchanged. FAA increased GAD0 staff and plans 
to increase productivity by using automation equipment. 
GAO could not determine if these measures will solve the 
staffing probleri7 because FAA has not defined the extent of 
the problem. GAO reviewed the operation of nine GAD0 of- 
fices and found that FAA needed to: (1) better plan for and 
manage its workforce devoted to general aviation district of- 
fices; (2) better monitor private pilot training, licensing, and 
continued pilot proficiency; and (3) exercise stronger con- 
trols over the aircraft rental program. Finally, GAO conclud- 
ed that the Accident Prevention Program, although effec- 
tive, could be made even more effective through certain im- 
provements and closer adherence to program directives. 
Recommendations: The Secretary of Transportation should 
direct the FAA Administrator to give higher priority to con- 
ducting periodic regional evaluations of GAD0 perform- 
ance, as required by FAA directives. The Secretary of 
Transportation should direct the FAA Administrator to 
direct GADO’s to spot check pilot examiner flight tests on a 
periodic basis. The Secretary of Transportation should 
direct the FAA Administrator to assure that locations need- 
ing accident prevention counselors are identified and that 
counselors are appointed. The Secretary of Transportation 
should direct the FAA Administrator to develop a GAD0 
work force planning process that includes setting objec- 
tives, identifying needed work tasks, and using up-to-date 
staffing standards. The Secretary of Transportation should 
direct the FAA Administrator to seek the necessary appro- 
vals to extend the retention period for the Aircraft Request 
and Use Record (form 4040.6). The Secretary of Transpor- 
tation should direct the FAA Administrator to require 
GADO’s to use the data on flight instructor evaluation forms 
as a tool in monitoring flight instructor performance. The 
Secretary of Transportation should direct the FAA Adminis- 
trator to provide GAD0 managers with job-related training 
in budgeting, staff management, and other principles con- 
tained in the Managing a GAD0 guide. The Secretary of 
Transportation should direct the FAA Administrator to es- 
tablish additional specific criteria as to what actions consti- 
tute inadequate pilot examiner performance and can result 
in removal of examiner designations. The Secretary of 
Transportation should direct the FAA Administrator to as- 
sure that GADO’s prepare accident prevention plans that 
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identify specific safety problems that need attention and 
how the problems will be resolved. The Secretary of Trans- 
portation should direct the FAA Administrator to demon- 
strate that actual savings from using leased district office 
modernization equipment will justify the cost of the equip- 
ment. This should be done before purchasing the equip- 
ment for nationwide use. The Secretary of Transportation 
should direct the FAA Administrator to require pilot examin- 
ers to submit to FAA a flight instructor evaluation form on 
each flight test administered and to provide a copy of this 
evaluation to the appropriate instructor. The Secretary of 
Transportation should direct the FAA Administrator to 
amend Federal Aviation Regulations to specify minimal 
subject matter to be required in each biennial flight review, 
appropriate to the type of pilot license and ratings to be 
used. The Secretary of Transportation should direct the 
FAA Administrator to assure that flight assists are quickly 
followed up using accident prevention counselors for this 
purpose whenever possible. The Secretary of Transporta- 
tion should direct the FAA Administrator to assure that 
private organization accident prevention programs are as- 
sessed so that improvements, when needed, can be en- 
couraged. The Secretary of Transportation should direct 
the FAA Administrator to direct regions and GADO’s to use 
the deferred suspension option in cases where remedial 
training is preferred and provide better guidance on how to 
use this option. The Secretary of Transportation should 
direct the FAA Administrator to evaluate, on a continuing 
basis, all potential work saving measures (such as increased 
work delegation), including those submitted by field organi- 
zations, and ensure that timely and full advantage is taken 
of those having merit. The Secretary of Transportation 
should direct the FAA Administrator to assure that GADO’s 
and regions gather qualification and experience data on 
safety meeting attendees to be used in planning the content 
for safety meetings and measuring success in reaching tar- 
get groups. The Secretary of Transportation should direct 
the FAA Administrator to explore the possibility of aircraft 
rentals through competitive bidding and use this method 
when it would result in cost savings to the Government. 
The Secretary of Transportation should direct the FAA Ad- 
ministrator to assure that Safety lmpovement Reports are 
better used by (1) continually publicizing the existence and 
use of the form; (2) aggressively following up on submitted 
reports until corrective action is taken; and (3) informing 
submitters of action taken. The Secretary of Transportation 
should direct the FAA Administrator to provide GAD0 per- 
sonnel with clear and specific guidelines (using examples if 



necessary) that define and differentiate between acceptable 
and unacceptable rental aircraft uses. The Secretary of 
Transportation should direct the FAA Admiiistrator to iden- 
tify the specific information necessary to perform thorough 
postaudits of rental form justification and revise the approp- 
riate directives to require such information. The Secretary 
of Transportation should direct the FAA Administrator to re- 
quire specific justifications for selecting aircraft rentals other 
than single-engine aircraft and provide examples of justifi- 
cations that would (and/or would not) be acceptable. 

Agency Comments/Action 

FAA endorsed 11 recommendations; partially agreed to 5; 
and did not concur with 6 of the recommendations. Those 
not concurred with concerned: additional criteria for moni- 
toring pilot examiner performance: spot checking pilot ex- 
aminer flight tests; amendment of biennial flight review sub- 
ject matter; and various aspects of management of the air- 
craft rental program. 

Operations - Department of Transportation, Federal Avia- 
tion Administration 

Appropriations Committee Issues 

Aircraft rental expenditures were about s 1.8 million in 1980, 
and about $3.0 million was requested for 1981. The Com- 
mittees should determine that there is no questionable use, 
misuse, or abuse of funds provided for the aircraft rental 
program. 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
FEDERAL FINANCIAL INSTlTUTlONS EXAMINATION COUNCIL 
FEDERAL HOME LOAN BANK BOARD 
FEDERALRESERVESYSTEM 
NATIONAL CREDIT UNION ADMINISTRATION 
OFFiCE OF THE COMPTROLLER OF THE CURRENCY 

The Federal Structure for Examining Financial Institutions Can Be Improved 
(GGD-81-21, 4-24-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Legislative Authority: Banking Act of 1933 (12 U.S.C. 1811 et seq.). Depository Institutions Deregulation and Monetary 
Control Act of 1980. Federal Reserve Act (12 USC. 221 et seq.). National Bank Act P.L. 95-630. P.L. 96-221. 12 U.S.C. 
481. 12 U.S.C. 1725(c)(5). 

Congress took a giant step to improve coordination among 
the Federal regulators by establishing the Federal Financial 
institutions Examination Council. GAO reviewed the field of- 
fice structure of the bank regulatory agencies to determine 
if there were inherent problems with each agency having its 
own national network of examiners. 
Findings/Conclusions: GAO identified problems with the 
present field office structure which include: (1) there are no 
field offices in some cities and separate field offices in other 
cities because the agencies do not share their examining 
capabilities or colocate their field offices; (2) high costs are 
incurred in examiniig some banks because of the scattered 
distribution of financial institutions which each agency ex- 
amines; (3) the agencies have experienced some difficulties 
in managing their examination workload; and (3) many ex- 
aminers have to travel quite extensively. This frequent travel 
creates an undesirabie quality of life which results in high 
turnover and makes it difficult to maintain an experienced 
staff- GAO believes that consolidation of the Federal regula- 
tory agencies’ examiner forces is a reasonable solution to 
overcome the inherent problems of each agency maintain- 
ing separate networks of examiners. 
Recommendations: The Federal F~ancial LxstiWions Ex- 
amination Council should establish a task force to deter- 
mine the feasibii of consolidating the examination forces 

of the Federal regulatory agencies. The Board of Directors 
of the Federal Deposit Insurance Corporation, the Board of 
Governors of the Federal Reserve System, and the Comp- 
troller of the Currency should establish procedures for mak- 
ing periodic evaluations of their internal organizational 
structure and take actions to realign their field structure 
whenever opportunities exist to improve the dispersal of 
their examiner forces. The Federal Financial Institutions 
Examiiation Council should prepare a plan, including pro- 
posed legislation, whereby bank examinations would be 
conducted, to the extent feasible, by the closest Federal reg- 
ulatory agency. 

Agency Comments/Action 

The Federal Financial Institutions Examination Council and 
the five member agencies did not favor the GAO recom- 
mendations to prepare plans to share or consolidate exam- 
iners nor did they indicate any plans to further consider the 
recommendations. The Council said that the development 
of plans for the exchange and consolidation of examiners 
would confront numerous practical and inshmtional obsta- 
cles and, more importantly, raised a number of fundamen- 
tal supervisory questions that had yet to be addressed 



VARIOUSDEPARTMENTSANDAGENCIES 

GENERAL SERVICES ADMINISTRATION 
OFFICE OF MANAGEMENT AND BUDGET 

Review of GSA’s Acquisition of ADP Resources 
(AFMD-81-15, 10-24-80) 

Budget Function: Automatic Data Processing: Security of ADP Systems (1011) 
Legislative Authority: P.L 92-313. 

In March 1972, the General Services Admiiation (GSA) 
awarded a fixed-price requirements-type contract known as 
the National Teleprocessing Services (NTS) contract This 
contract was a mandatory source for all Government users 
mquiring teleprocessing services and consisted of interac- 
tive timesharing and remote batch access to a data base 
under a nationwide teleprocessing network. The initial con- 
tract period, subject to annual renewals, was not to exceed 
54 months. However, almost twice this initial contract 
period has passed, and current extensions run to 1981 and 
1983 for two dedicated systems. In October 1974, GSA 
contracted for a sole-source, 12-month lease of a dedicated 
teleprocessing system exclusively for the Federal Building 
Fund accounting system. To insure that dedicated service 
would be available for the accounting system without disr- 
uptions in processing, GSA modified the MS contract To 
enhance competition witbin the automatic data processing 
(ADP) teleprocessing services environmenf GSA estab- 
lished the Teleprocessing Services Program (TSP). It issued 
a directive to ail Federal agencies that the TSP would be- 
come the mandatory means by which Federal agencies 
would acquire commercial teleprocessing services. Howev- 
er, GSA exercised the options of its own NTS contract by 
extending it once more, even though all other Federal agen- 
cies were required to use the TSP program. GSA has been 
developing a long-range plan to replace its in-house ADP 

equipment because this equipment is outdated and inade- 
quate to meet increasing data processing requirements. 
Until a fully competitive procurement can be executed and 
the internal ADP systems can be converted to the newly ac- 
quired resource, GSA has determined that it still requires 
the NTS dedicated systems. 
Findings/Conclusions: It is believed that the two GSA dedi- 
cated systems under the NTS contract can be competitively 
replaced before the expiration of the current extensions. 
GSA has stated that the requirements for these systems al- 
ready have been identified for inclusion in the request for 
proposals for the planned long-range procurement. There- 
fore, GSA should have sufficient time to complete both sys- 
tems, rather than continue to extend the contract 
Recommendations: The Adminktrator of GSA should (1) 
not exercise the GSA option to extend the NTS INFONET 
contracts beyond their current expiration dates; and (2) take 
prompt action to insure that the current NTS INFONET 
workload will be processed by competitively awarded con- 
tracts when the current NTS INFONET contract extensions 
expire and until the planned long-range ADP resource is ac- 
quired 

Appnrpriations Committee Issues 

GSA limding for ADP services. 
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VARIOUSDEPARTMENTSANDAGENCIES 

GENERAL SERVICES ADMINISTRATION 
OFFICE OF PERSONNEL MANAGEMENT 

Special Tnuvel Benefits for Federal Employees in Hawaii, Alaska, and Similar Areas Outside the Continenfal 
United States Shoald Be Changed 
(FPCD-76-65, 3-2-77) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: P.L. 83-737. 5 U.S.C. 5728(a). 5 U.S.C. 5723. 

Some Federal employees and their families located in 
States, territories, and possessions outside the continental 
United States receive periodic Government-paid trips back 
to their former residences. The law (Public Law 83-737) au- 
thorizing these special travel benefits was enacted over 20 
years ago to provide a recruiting incentive for Federal em- 
ployment in such areas. Since then the cost of providing 
these benefits has grown to several million dollars annually. 
Conditions in these areas (where most Federal employees 
are located) have changed considerably since enactment of 
the law. However, Federal administrators are not authorized 
under the law to terminate or adjust the benefits. GAO 
recommended that Congress amend Public Law 83-737 to: 
(1) authorize Federal administrators, within guidelines 
prescribed by the General Services Administration (GSA) 
and the Civil Service Commission, to offer special travel 
benefits only when they determine it necessary to further 
the recruitment and retention of qualified personnel, and (2) 
limit the number of years that employees may continue to 
receive special travel benefits, except for special instances 
where there is a demonstrated need to provide the benefits 
on a continuing basis. 
Recommendations: Reemployment benefits should be of- 
fered only when it is deemed necessary to further the re- 

cruitment and retention of qualified personnel, and limit the 
number of years that employees may continue to receive 
reemployment travel benefits, except for specific instances 
where there is a demonstrated need to provide the benefits 
on a continuing basis. 

Agency Comment/Action 
Both GSA and the Cii Service Commission (now the Of- 
fice of Personnel Management) generally agreed that 
changes in the law to provide greater fkxibility would be 
desirable. 

Appropriations 

Personnel salaries and expenses - Government-wide 

Appropriations Committee issues 

Special travel benefits for certain Federal employees and 
their families located in nonforeign areas cost the Govem- 
ment several million dollars annually. Although conditions 
have changed considerably since enactment of the law 
which authorizes these benefits, the law provides no author- 
ity to adjust or terminate such benefits when warranted. 



GENERAL SERVICES ADMINISTRATION 
OFFICE OF PERSONNEL MANAGEMENT 

Review sf General Services Administration’s Aceuisition of ADP Resources 
(AFMD:81-21, 12-17-80) 

- 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: OMB Circular A-109. 

GAO reviewed the plans of the General Services Adminis- 
tration (GSA) to acquire automatic data processing (ADP) 
resources and further extend the interim sole-source pro- 
curement of the Computer Sciences Corporation (CSC) IN- 
FONET contracts for teleprocessing services. It also report- 
ed on its findings on the long-range GSA plan to acquire 
ADP resources to support its internal data processing re- 
quirements and its concerns with GSA plans to remove cer- 
tain ADP applications from CSC. 
Findings/Conclusions: GAO has concluded that GSA has 
not conducted its acquisition of ADP resources in accord- 
ance with OMB Circular A-109 under which a competitive 
demonstration of alternative system design concepts sub- 
mitted by vendors should be performed. Vendors are sub- 
mitting proposals to support current applications without 
knowing what the redesigned system will look like. GSA will 
not meet its current milestones for acquiring its long-range 
ADP resources. Congress has been concerned about the 
continued reliance by GSA on sole-source, noncompetitive 
extensions of CSC contracts. GSA suspended CSC from fu- 
ture contracting and subcontracting with them as a result of 
an FBI investigation. It will not award a contract to the firm 
for any new business pending the completion of legal 
proceedings. It seems likely that the acquisition of ADP re- 
sources will not be completed to transfer the financial sys- 
tem from CSC by the date of contract expiration. In this 
developing emergency situation, GSA should consider oth- 
er alternatives to support its financial system such as the 
use of other Federal facilities to process GSA financial sys- 
tem applications. GSA should take immediate action to 
transfer a scaled-down version to one of these facilities. 
Also, commercial time-sharing could be used as a method 
for GSA .to terminate its dependent support with CSC. 

Recommendations: The Administrator of GSA should im- 
mediately act to terminate the current long range plan to 
acquire ADP resources to support GSA internal systems 
and remain at the Macon facility until the long-range pro- 
curement can be properly conducted in accordance with 
OMB Circular A-109 and other Federal regulations. The 
Administrator of GSA should (1) act jointly with officials of 
the Office of Personnel Management to expand the Federal 
Data Processing Center at Macon, Georgia, and begin 
redesign and implementation of the financial system for 
processing on the equipment at Macon; and (2) initiate ac- 
tion to complete conversion of the PBS system to Macon 
before March 3 1, 1983. The Administrator of GSA should 
immediately plan to scale down the financial system and 
ascertain if processing capability is available elsewhere in 
Government to handle this system. If scaling down is feasi- 
ble, GSA should arrange transfer of the reduced financial 
system to another Federal computer to assure continuity of 
critical processing, cancel the plan for the second upgrade 
of the IBM-compatible equipment at the National Capitol 
Region, and cease the redesign of the financial system, for 
processing on this equipment. 

Appropriations 

Automatic data processing - General Services Administra- 
tion 

Approprlations Committee Issues 

GSA funding for ADP. 
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VARIOUSDEPARTMENTSANDAGENCIES 

INTERSTATE COMMERCE COMMISSION 
SECURITIES AND EXCHANGE COMMISSION 

Accounting Changes Needed in the Railroad Industry 
(AFMD-81-26, 2-4-8I) 

Budget Function: Financial Management and Information Systems: Regulatory Accounting Rules and Financial Reports 
(1106) 
Leglslative Authority: Staggers Rail Act of 1980 (P.L. 96-448). Railroad Revitalization and Regulatory Reform Act of 1976 
(P.L. 94-210). P.L. 96-613. 

Betterment accounting is the method that railroads are re- 
quired to use to account for the track structure in reports to 
the Interstate Commerce Commission (ICC), and it is gen- 
erally used in reports to the Securities and Exchange Com- 
mission (SEC) and stockholders. Under betterment ac- 
counting, the original cost of the track structure is added to 
the asset account, and no systematic depreciation is taken. 
Findings/Conclusions: The use of a depreciation account- 
ing system by the railroad industry would improve expense 
recognition and net income determinations, improve bal- 
ance sheet presentations, and enhance comparability of 
financial information between railroads. These improve- 
ments would assist Congress in deciding regulatory and 
subsidy questions for the industry and would aid Federal 
agencies in exercising regulatory responsibilities. In addi- 
tion, depreciation accounting would help shippers in as- 
sessing rates and investors in making financial decisions. 
Since the industry’s net income will probably be greater if it 
uses depreciation accounting, concern has been expressed 
over the resulting increase in Federal income taxes. Howev- 
er, legislation has been proposed which would mitigate the 
impact of higher taxes on railroads. 
Recommendations: The Commissioners of SEC should (1) 
complete the April 1977 Advance Notice of Proposed Ru- 
lemaking on railroad accounting by adopting depreciation 
accounting for the track structure; and (2) complete the 
study of deferred maintenance reporting covered by the 

April 1977 Advance Notice of Proposed Rulemaking, and 
require railroads to report deferred maintenance informa- 
tion which fulfills SEC needs yet does not conflict with ICC 
requirements. The Commissioners of ICC should (1) com- 
plete the October 1978 Advance Notice of Proposed Ru- 
lemaking and adopt depreciation accounting for the tract 
structure; and (2) coordinate future changes in deferred 
maintenance reporting requirements with SEC to guard 
against conflicting requirements being placed on the rail- 
road industry. 

Agency Comments/Action 

ICC and SEC generally agreed with the GAO conclusions. In 
June 1981, ICC issued a notice of proposed rulemaking to 
adopt depreciation accounting for track structures. In com- 
menting on the final report, SEC stated that action on 
depreciation accounting and disclosure of maintenance in- 
formation by railroads should be deferred until ICC has tak- 
en final action on whether railroads should be required to a- 
dopt depreciation accounting for track structures. 

Appropriations 

Interstate Commerce Commission, Bureau of Accounts 
Securities and Exchange Commission, Office of the Chief 
Accountant 



VARIOUSDEPARTMENTSANDAGENCIES 
NATIONAL SCIENCE FOUNDATION 
OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

The Office of Science and Technology Policy: Adaptation to a President’s Operating Style May Conflict With 
Congressionally Mandated Assignments 
(PAD-80-79, 9-3-80) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (0251) 
Legislative Authority: National Science and Technology Policy, Organization, and Priorities Act of 1976 (P.L. 94-282). Ex- 
ecutive. Order 12039. 

-. 

GAO studied the Office of Science and Technology Policy 
(OSTP) to examine the extent to which OSTP has studied 
the 13 issues on Federal organization and management of 
science and technology policy, and to determine the extent 
to which OSTP is involved in strategic planning for science 
and technology. Top officials of OSTP believe that the 
broad legislative mandate for OSTP cannot be fully met 
under present conditions and operating styles within the Ex- 
ecutive Office of the President. OSTP management and 
staff also believe that all their work must be tied to the exist- 
ing policymaking process in the Executive Office of the 
President, because they have no independent control over 
any portion of the U.S. policymaking system. OSTP inter- 
prets its environment as requiring it to be continually active 
in initiating its own work and then fostering implementation 
of its recommendations, many of which demonstrate a stra- 
tegic perspective. OSTP is most active in its extensive 
collaboration with the Office of Management and Budget in 
the research and development budget process. 
FindlngslConclusions: GAO found that OSTP does not in- 
tend to prepare the mandated comprehensive survey re- 
port This assignment to OSTP placed a large burden on 
OSTP and significantly increased its responsibilities without 
increasing its resources. The small and active OSTP has 
produced no comprehensive report but a list of its many ac- 
tivities, categorized according to the 13 issue areas. The 
OSTP staff attempts to give a strategic perspective to con- 
siderations of topical or mission issues, such as energy and 
space. OSTP believes that it is not feasible to do more com- 
prehensive strategic planning and remain effective in the 
Executive Office of the President. It seldom studies the rela- 
tionships of issues in the whole context of science and tech- 
nology in society; instead, it usually focuses on a particular 
mission issue in isolation from its interactions with other na- 
tional concerns. The small size of OSTP and its perceptions 
of the operating style of the President and the President’s 
senior advisors inhibit its further involvement in compre- 
hensive strategic planning. GAO believes that, within exist- 
ing constraints, OSTP can establish a systematic and for- 
mal mechanism for identifying long-range emerging issues 

and for providing a detached perspective in screening out- 
side proposals for the OSTP agenda. Both OSTP and the 
National Science Foundation are taking steps to improve 
communication in planning and preparing the Annual Re- 
port and the Five-Year Outlook. 
Recommendations: The Director of OSTP should prepare 
the comprehensive report originally mandated by Title III of 
Public Law 94-282, or suggest legislation for Congress to 
relieve OSTP of this mandate. It should establish some for- 
mal mechanism for providing a detached view of issues for 
its agenda. The mechanism should help OSTP identify em- 
erging issues, screen the many external suggestions for 
OSTP work, examine interrelationships among issues, and 
suggest priorities. It should take greater initiative in selecting 
issues for the Annual Report and the Five-Year Outlook. 

Agency Comments/Action 

OSTP believes that it has met its mandate by working on 
the issues individually, and has submitted a list of studies 
and actions categorized by the 13 issues which were to 
have been addressed in the comprehensive report. 

Appropriations 
Science and technology policy - Executive Office of the 
President, Office of Science and Technology 

Appropriations Committee Issues 

OSTP does not intend to prepare the comprehensive survey 
report mandated by Title Ill of P.L. 94-282. The report was 
initially assigned to a President’s Committee on Science 
and Technology. Congress approved a Reorganization Plan 
abolishing the Committee, and Executive Order 12039 
transferred the responsibility for the report to OSTP. GAO 
recommended that the Director of OSTP should either 
prepare the report mandated by Title III, or suggest legisla- 
tion for Congress to relieve OSTP of this mandate. 
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VARIOUSDEPARTMENTSANDAGENCIES 

OFFICE OF MANAGEMENT AND BUDGET 
OFFICE OF PERSONNEL MANAGEMENT 

Need To Better Control Federal White-Collar Job Classifications 
(FPCD-75-I 73, 12-4-75) 

Budget Function: Central Personnel Management (0805) 
Legislative Authority: The Classification Act of 1949, as amended (5 USC. 5101). 

In 1974 the Government paid s 18 billion in salaries to 1.3 
million employees under the General Schedule, its chief 
category of white-collar workers. In order that these employ- 
ees may receive equal pay for equal work, the Government 
classifies General Schedule positions according to duties, 
responsibilities, and qualifications. GAO reviewed the Civil 
Service Commission’s administration of the Federal classifi- 
cation program and selected agencies’ administration of 
their position classification responsibilities. Weak controls 
and pressures exerted on job classifications had resulted in 
overgraded Federal positions which increase costs and ad- 
versely affect employee morale and productivity. In a report 
to the Congress, GAO concluded that top Federal manage- 
ment must make a commitment to improve job classifica- 
tions and to organize the workload of Federal departments 
and agencies more economically. This attitude must per- 
meate all Government echelons. GAO recommended that 
the President issue a directive to the heads of Federal agen- 
cies, emphasizing the importance of position management 
and classification and the need to develop at all manage- 
ment levels a special, informed interest in economically 
structuring work and properly classifying positions. 
Recommendations: Agency heads should: (1) establish ade- 
quate, effective position management and classification 
systems; (2) have managers periodically attend training 
programs on position management and classification; (3) 
evaluate managers on how well they carry out their classifi- 
cation responsibilities; and (4) provide adequate numbers 
of trained classifiers. In addition, CSC should keep pressure 
on agencies to establish their own personnel management 
evaluation systems, assess the adequacy of such systems, 
and require improvement where necessary. He should 
monitor the effectiveness of actions being taken to improve 
the CSC own evaluations of agencies’ classifications. Effec- 
tive evaluations should include identifying overgrading, 
determining the underlying causes of classification errors, 
taking firm stands on issues, making prompt followup on 
agency corrective actions and, when necessary, certifying 

positions or revoking classification authority. CSC should 
also implement the plan to update classification standards 
and follow it with a timely and well-controlled review cycle to 
ensure that standards are kept current. 

Agency Comments/Action 

CSC and OMB developed and issued a Presidential direc- 
tive, May 27, 1976, to agency and department heads em- 
phasizing effective position management and classification 
systems and adequate numbers OF competent classifiers. 
Since then, Executive Branch reorganizations and in- 
creased classification audit activity by some departments 
and agencies brought attention to the need for improve- 
ment in classification accuracy. To permit managers to 
classify their positions correctly without hurting the incum- 
bents, and thereby encourage improved classification accu- 
racy, certain grade and pay retention provisions were incor- 
porated into the Civil Service Reform Act of 1978 (CSRA). 
OPM will measure and assess the changes in classification 
accuracy as a result of CSRA. 

Appropriations 

Salaries and expenses - Government-wide 

Appropriations Committee Issues 

The Committees should direct the departments and agen- 
cies to establish effective position management and classifi- 
cation systems, train and-evaluate managers in classifica- 
tion, provide adequate numbers of trained classifiers, and 
have adequate personnel management evaluation systems. 
The Committees should direct the Office of Personnel Man- 
agement (OPM) to keep pressure on agencies to ensure ef- 
fective personnel management evaluations, make sure that 
actions taken to improve OPM evaluations are effective, and 
update classification standards. 
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DEPARTMENTOFAGRICULTURE 
A Framework and Checklist for Evalaating Soil and Water Conservation Programs 
(PAD-80-15, 3-31-80) 

Budget Function: Natural Resources and Environment (0300) 
Legislative Authority: Soil and Water Resources Conservation Act of 1977 (P.L 95-192). 

As a part of its continuing oversight assistance, GAO 
developed a checklist of questions for Congress to use in 
the oversight of the Department of Agriculture’s (USDA) soil 
and water conservation programs. These questions and 
guidelines provide a systematic framework which can be 
used by USDA in conducting evaluations and for reporting 
information which is relevant in determining that soil and 
water conservation programs are meeting needs in an ef- 
fective and efficient manner. Although this framework was 
developed with particular programs in mind, it is believed 
that this approach can be applied to other USDA programs 
and to programs of other departments and agencies. 
Findings/Conclusions: The evaluation framework lays out 
questions and guidelines for identifying program purposes 
and objectives based on the problems which the programs 
are intended to solve. The questions and guidelines are in- 
tended to be based upon decisions that must be made re- 
garding soil and water conservation programs by Congress 
and its committees, the Office of Management and Budget, 
USDA, and other groups and individuals who must decide 
whether to install or adopt a conservation practice. Ideally, 
the guidelines and any answers would first be used for pro- 
gram management and then in the budget process. The 
questions and guidelines were designed to establish a 
long-term framework for evaluating the performance of soil 
and water conservation programs. Because the questions 
are so complex, the framework will have to be adopted gra- 
dualiy, after a systematic analysis of the value and validity of 
each question. This analysis should determine what data is 
required, how it will be gathered and used, and how much 
the data-gathering system will cost 
IRecommendations: USDA should develop a plan leading to 
an evaluation system covering all soil and water conserva- 
tion programs. In developing this plan, USDA should deter- 
mine the relevance of the questions included in the evalua- 
tion framework In particular, the evaluation plan should 
identify the importance of these questions for program 
management and reporting program progress. USDA 
should also include in its annual report required by the Soil 

and Water Resources Conservation Act of 1977, statements 
on its progress and diiculties in trying to incorporate evalu- 
ation concepts into its management and reporting 
processes. Where evaluations are needed, Congress 
should work with agency officials to seek a common under- 
standing on program objectives and acceptable performace 
measures and data for each program. In view of the com- 
plexity of this evaluation framework implementation of the 
recommended evaluation plan will be incremental and can 
be expected to undergo many evolutionary changes. 
Therefore, Congress should review the evaluation plan and 
any reporbng specifications so that information reported is 
as useful as possible in making decisions and setting budg- 
ets for these programs. 

Agency Comments/Action 

fn the comments included in the report, USDA stated that it 
has already initiated actions which would satisfy the recom- 
mendations. In its followup letter, USDA said that it was 
developing such a plan. However, after the plan was 
developed by a worfdng group, no further steps were taken. 
GAO assisted the Senate Committee on Appropriations in 
drafting a letter from Senator Thomas F. Eagleton, Chair- 
man, Subcommittee on Agriculture, Rural Development 
and Related Agencies, to the Honorable Bob Bergland, 
Secretary of Agriculture, requesting hii to reorient agency 
evaluation efforts. 

Appropriations 

Soil and water resources conservation and planning and 
analysis - Department of Agriculture 

Appropriations Committee Issues 

GAO recommended that USDA develop a plan leading to 
an evaluation system covering all soil and water conselva- 
tion programs, taking into account the issues raised in thii 
report This has not been done. 
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DEPARTMENT OF AGRICULTURE 

An Assessment of Pariiy as a Tool for Formulating and Evaluating Agricultural Policy 
(CEm?l-II, IO-IO-80) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Soil Conservation and Domestic Allotment Act (49 Stat. 1148). Agricultural Marketing Agreement Act 
of 1937 (50 Stat 246). Agricultural Adjustment Act (48 Stat 32). Agricultural Adjustment Act of 1938 (52 Stat 31). Agricul- 
tural Act of 1948 (62 Stat 1248). Agriculture and Consumer Protection Act of 1973 (87 Stat 221). United States v. Butler, 
297 U.S. 1 (1936). Stewart Machine Co. v. Davis, 301 U.S. 548 (1937). 

The essence of U.S. farm policy has been to provide a cer- 
tain level of economic security to the farm sector through 
various Government programs. Until 1973, these programs 
were linked to parity, a measure of the purchasing power of 
farm commodities today in relation to their purchasing 
power during the base period of 1910 to 1914. Although 
most programs are now linked to costs of production, poli- 
cymakers and others still regard parity as a barometer of 
the economic health of the agricultural sector. 
Findings/Conclusions: There is much confusion as to the 
meaning and usefulness of parity. Parity is still a rallying 
point for many of today’s farmers. Government price sup- 
port programs have been, and some still are, linked to parity 
although the support levels have never been 100 percent 
They have ranged up to 90 percent. Parity is useful as a 
barometer or indicator of certain aspects of economic well- 
being. Changes in the parity ratio have tracked structural 
changes, changes in farmers’ margins on a per unit basis, 
and total net farm income from marketing receipts. Parity 
does not adequately reflect total farm sector well-being, to- 
tal personal income of farm families, or increased farm as- 
sets and equities. Parity is a broad national indicator which 
may or may not reflect an individual farmer’s well-beiig. 
Trends in U.S. agriculture have been toward greater techno- 
logical advances, decliiing margins, declining numbers of 
farms, and increasingly larger farms. No one knows wheth- 
er there would be more or fewer farmers or whether con- 
sumers would be better or worse off in the long run. 
Congress and other policymakers need, in addition to pari- 

ty, a broader framework to use in developing, analyzing, and 
evaluating farm policies and programs. The framework 
which GAO developed can be a starting point for the De- 
partment of Agriculture and others in setting up a systemat- 
ic methodology for considering the impact of various policy 
alternatives. GAO also discusses various factors that can be 
considered in better targeting Government programs, and 
distinguishes between various farm sizes. 
Recommendations: The Secretary of Agriculture should 
develop a comprehensive and systematic framework for 
policymakers to use in formulating and evaluating various 
policy options for U.S. agriculture. 

Agency Comments/Action 

Formal USDA comments on December 17, 1980, stated 
that “The Department fs not in disagreement with the need 
for a comprehensive framework within which to formulate 
and develop agricultural policy.” USDA also indicated that 
an implied framework was in fact in use for the decision 
process for any departmental policy involving the agricul- 
tural economy. However, in subsequent follow-up work, 
GAO has been unable to obtain formal documentation of 
such a framework. 

Appropriations 

Farm income stabiition - Department of Agriculture, 
Agrfculture St&E&ion and Conservation Service 
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DEPARTMENT OF AGRICULTURE 

New Means of Analysis Required for Policy Decisions Affecting Private Forestry Sector 
(EMD-81-18, 1-21-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Agriculture and Consumer Protection Act of 1973. Cooperative Forestry Assistance Act of 1978. Soil 
Conservation and Domestic Allotment Act Forest and Rangeland Renewable Resources Planning Act of 1974. Internal 
Revenue Code (IRC). Congressional Budget and Impoundment Control Act of 1974. Recreational Boating Safety and Facil- 
ities lmorovement Act of 1980. Forest Products Act Soil Bank Act H.R. 4498 (96th Cong.). H.R. 4718 (96th Cong.). H.R. 
5798 (96th Cong.). 

GAO examined the relationship of Federal capital gains tax 
treatment to overall timber production and reforestation by 
the private sector and the production potential of nonindus- 
trial private Forest lands. The Forest industry has long con- 
tended that the timber capital gains tax provision has en- 
couraged reforestation of the Nation’s private forests. How- 
ever, the tax law does not require that capital gains benefits 
be applied to reforesting or improving management tech- 
niques. Tax benefits are based on income from timber cut 
rather than on what the taxpayer spends For site establish- 
ment, reforestation, and timber management. 
Findings/Conclusions: Those cutting and selling timber 
from public Forests may well be realizing capital gains bene- 
fits without contributing to long-term investments in the 
land or replacement stands. No source GAO contacted 
could provide firm evidence to support this claim. The lack 
of alignment between actual timber production and distri- 
bution of capital gains benefits suggests that Congress 
needs much better information to evaluate the effectiveness 
of existing tax policy. Significant tax expenditures are being 
made in conjunction with Federal timber sales with no real 
understanding as to their distributive effect Significantly dif- 
ferent analytical techniques, including a private sector fores- 
try policy model or analytical Framework must be adopted 
to resolve these issues. There is no adequate estimate of 
potential timber production on privately owned land. It is 
liiely that only a Fraction of that acreage could be managed 
For increased timber production. Future assessments 
should take into account the identification of economically 
and biologically productive acreage, production of timber 
within a reasonable distance of existing or potential mar- 
kets, and whether the owner’s objectives support increased 
timber production. Congress has authorized and is consid- 
ering Federal assistance for site establishment and refores- 

tation expenses. Better cooperation is needed among or- 
ganizations that provide Forestry assistance. 
Recommendations: Congress should support the expanded 
analytical capabilities which GAO called For in its recom- 
mendations to the Secretary of Agriculture. The Secretary 
of Agriculture should take the initiative through the Forest 
Service to develop a new analytical framework and expand 
its analytical capability to deal with tax policy, Financial and 
technical assistance, and related considerations as they af- 
fect, especially, the performance of the timber industry in 
the private sector. In striving to develop this capability, GAO 
urges the Forest Service to take full advantage of the exper- 
tise of the Department of the Treasury, particularly in 
analyzing tax policy options and to elicit, to the fullest possi- 
ble degree, active collaboration of the private sector. 

Agency Comments/Action 

Both the Forest Service and the Department of the Treasury 
agreed with GAO that an analytical capability is needed to 
assess the impact of taxes on the private timber sector. 
However, the Forest Service believed that the effort should 
be directed by an organization other than itself or the 
Treasury. 

Appropriations 

General forestry programs - Department of Agriculture, 
Forest Service 

Appropriations Committee Issues 

The Committees should consider where a tax analytical ca- 
pabikty could be best located for the timber area. 



DEPARTMENTOFAGRICULTURE 
The Department of Agriculture Can Minimize the Risk of Potential Crop Failures 
(CED-H-75, 4-10-81) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Research and Marketing Act (60 Stat 1082). 

GAO reviewed the need for improved management of plant 
genetic resources to minimize crop damage due to disease, 
insects, or adverse weather conditions. The Department of 
Agriculture (USDA) has a number of programs meant to 
reduce the risks resulting from the vulnerability of crops. 
Findings/Conclusions: Because producers use relatively 
few high-yielding varieties, plant vulnerability has increased 
over the past 50 years. A group of Federal, State, and 
private programs called the National Plant Germplasm Sys- 
tem has been established to reduce vulnerability and to fur- 
ther improve plant varieties. However, this system lacks a 
sense of direction and purpose and does not have effective, 
centralized management. The problems experienced by the 
system in the collection, storage, and maintenance areas in- 
cluded: (1) the lack of systematic collection of new germ- 
plasm; (2) inadequate storage facilities; (3) incomplete and 
sporadic evaluation of the distinguishing characteristics of 
stored germplasm; and (4) possible permanent loss of 
some genetic stock which is not regularly replenished by 
periodic growing out of seed. Critical policy questions have 
not been addressed, indications are that mechanisms are 
inadequate, and comprehensive plans have not been made 
to cope with present and future problems. 
Recommendations: The Secretary of Agriculture should 
have the system’s first priority be to develop a comprehen- 
s’hre, long-range plan. Such a plan is essential regardless of 
management structure. This plan should address the fol- 
lowing topics: (1) assessment of the genetic vulnerabilii of 
major crops by determining what planting or use trends 
might threaten or make these crops more vulnerable, provi- 
sion for monitoring the use of inputs, such as pesticides 
and fertilizers, to be aware of their potential impact on vul- 
nerability, provision for keeping closer watch on what 
varieties of seed are being planted, and the research efforts 
of private seed companies; (2) determination of the gaps in 
current germplasm collections in terms of availability and 
evaluation, and the development of objectives for collecting 
or otherwise acquiring needed germplasm; and (3) as- 
surance that stored germplasm is available by making sure 
that the stock is evaluated, that an information system is in 

place so that the information can be disseminated, and that, 
when necessary, prebreeding is done so that desirable 
genetic characteristics from otherwise undesirable types are 
transferred into a more suitable genetic background. The 
Secretary of Agriculture should centralize authority over the 
Federal portion of the National Plant Germplasm System 
with that central authority having responsibility for all 
USDA-funded germplasm activities. We are not recom- 
mending that program activities be collapsed, but that man- 
agement authority for planning, budget, and personnel be 
centralized, possibly within the Science and Education Ad- 
ministration. Until such action is taken, the major issues of 
genetic vulnerability and variability cannot be effeclively ad- 
dressed. 

Agency Comments/Action 

USDA.has taken steps to implement the recommendations. 
A taskforce within USDA is developing a long-range plan for 
protection and enhancement of plant genetic resources. 
This plan is not yet complete so no evaluation has been 
made to determine if it is fully responsive to the recommen- 
dations. USDA has not centralized management of the Fed- 
eral portion of the National Plant Germplasm System, but it 
has taken positive steps to increase management attention 
to the system by raising the reporting level of the system 
coordinator and designating plant germplasm as a high 
priority thrust area in the fiscal year 1983 budget 

Appropriations 

Program management - Department of Agriculture, Agri- 
cultural Research Service 

Appropriations Committee Issues 

The Committees should determine if the long-range plan 
for plant genetic resources has been completed and imple- 
mented by the Agricultural Research Service. 
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DEPARTMENTOFAGRICULTURE 
Department of Agriculture Needs Leadership in Managing Its Information Resources 
(CED-81-116, 6-19-81) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Privacy Act of 1974 (P.L. 93-579). H.R. 6410 (96th 
Cong.). S. 1411 (96th Cong.). S. Rept. 96-930. H. Rept. 96-835. 

In response to a congressional request, GAO reviewed the 
effectiveness of the Department of Agriculture’s (USDA) 
computer and information system resources. It also 
evaluated the USDA automatic data processing (ADP) or- 
ganization and structure, management functions, and secu- 
rity activities. 
Findings/Conclusions: Although many problems have been 
identified in the USDA management and use of information 
resources, little has been done to solve these problems. The 
current ADP office acts more as a coordinator and advisory 
office than as the manager of critical information resources. 
It does not have the required authority to ensure effective 
and efficient management and use of information re- 
sources. Nor does it have authority over agency in-house 
development efforts. In enacting the Paperwork Reduction 
Act of 1980, Congress mandated that each agency appoint 
a single senior official with the authority and responsibility 
for ensuring effective and efficient information resources 
management. If effectively implemented, the Act should 
materially improve the USDA information resources man- 
agement (IRM). Development, conversion, and mainte- 
nance of applications software is ineffective because gen- 
erally accepted management practices are not followed. 
Frequently, agencies do not prepare requirements analyses, 
cost/benefit studies, or comprehensive plans. Nor are full- 
time project managers with authority, responsibility, and ac- 
countability always assigned to software projects. Users of 
four USDA computer centers are dissatisfied with availabili- 
ty, accessibility, and response times. Too little emphasis has 
been placed on ADP security. Lack of a comprehensive 
planning process has resulted in inefficient and ineffective 
use of information resources that has contributed to huge 
cost overruns for six large software projects. 
Recommendations: The Secretary of Agriculture should es- 
tablish a separate, central IRM office headed by the senior 
official. The Secretary of Agriculture should designate the 
USDA senior offical an assistant secretary or equivalent lev- 
el. The Secretary of Agriculture should direct the senior of- 
ficial in carrying out his information activities to develop and 
implement a USDA-wide IRM program. The Secretary of 
Agriculture should issue a memorandum to agency heads 
describing the responsibilities and authority of the senior of- 
ficial with specific attention to the senior official’s authority 
over agencies’ IRM activities. The Secretary of Agriculture 
should include as part of the 1RM office such IRM-related 
subcomponents as deemed necessary for the senior official 
to carry out his responsibilities. The Secretary of Agricul- 
ture should establish a top-level USDA steering committee 
or similar group of agency representatives to provide the 
senior official with advice and recommendations on policy 
and other significant KM matters. The Secretary of Agricul- 

ture should issue a memorandum to agency heads stress- 
ing the need for involving top management in information 
resources management and in the activities of the USDA 
steering committee. The Secretary of Agriculture should 
establish, under the direction of the senior official, a man- 
agement assistance center for computer software and sys- 
tems development. The Secretary of Agriculture should 
direct the senior official to establish formal procedures and 
policies for software maintenance activities and for life-cycle 
ADP cost accounting. The Secretary of Agriculture should 
direct USDA agencies and offices to establish central infor- 
mation management units subject to the senior official’s re- 
view and approval. The Secretary of Agriculture should 
direct the senior official appointed under the Paperwork 
Reduction Act to establish a computer performance man- 
agement program, including objectives for user service lev- 
els; uniform reporting on performance, capacity, and utiliza- 
tion; and standard operating procedures related to efficient 
use of computer center resources. The Secretary of Agri- 
culture should direct the senior official appointed under the 
Paperwork Reduction Act to develop, implement, and en- 
force procedures for workload forecasts. The Secretary of 
Agriculture should direct the the senior official appointed 
under the Paperwork Reduction Act to require user organi- 
zations to provide computer centers with timely and com- 
plete workload forecasts for use in the Computer perform- 
ance management program. The Secretary of Agriculture 
should direct the senior offkial designated under the Paper- 
work Reduction Act to vest USDA security officers with suffi- 
cient authority to enforce security regulations over informa- 
tion resources and ADP facilities. The Secretary of Agricul- 
ture should direct the senior official designated under the 
Papenvork Reduction Act to develop USDA-wide guidelines 
for a comprehensive IRM planning process. The Secretary 
of Agriculture should direct the senior official designated 
under the Paperwork Reduction Act to direct the agencies 
to adapt their planning processes to guidelines developed 
by the senior official. The Secretary of Agriculture should 
direct the senior official appointed under the Paperwork 
Reduction Act to conduct a postimplementation review to 
determine whether the National Finance Center (NFC) 
should continue managing its computer center. If the re- 
view shows NFC should not, responsibility for managing the 
computer center should be returned to a central office. The 
Secretary of Agriculture should direct the senior official 
designated under the Paperwork Reduction Act to include, 
as part of the periodic reviews of information management 
activities required by the Paperwork Reduction Act, evalua- 
tions of agencies’ compliance with USDA security regula- 
tions. The Secretary of Agriculture should provide the 
senior oficial with clear authority over agency software proj- 
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ects. This authority would require agencies to submit to the 
senior official the following documents and data for soft- 
ware projects meeting established dollar thresholds: (1) 
feasibility studies, cost/benefit analyses, and user require- 
ments analyses; (2) comprehensive project plans that in- 
clude milestones and dates and identify project managers; 
(3) procedures that will be used to monitor the project’s 
progress and track its costs; and (4) progress reports show- 
ing percent of completion and costs to date, and estimated 
time and cost to complete the project. 

Agency Comments/Action 

The Agency had not responded as of August 27, 1981. In 
line with the House Government Operations Committee’s 
wishes, GAO did not obtain comments on this report. The 
report was released to the public on July 20, 1981. A written 
statement on actions taken on the GAO recommendations 
is required to be submitted to the Senate Committee on 
Governmental Affairs and the House Committee on Gov- 
ernment Operations not later than 60 days after the report 
is released. 

Appropriations 

Information resources management - Department of Agri- 
culture 

Appropriations Committee Issues 

The Committees should consider the efficient use of the 
growing USDA investment in information resources. 
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DEPARTMENTOFAGRICULTURE 
Lang-Range Planning Can Improve the Efficiency of Agricultural Research and Development 
(CED-N-141, 7-24-81) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Agricultural Research, Extension, and Teaching Policy Act (National). Food and Agricr+ _ Act of 
1977 (P.L. 95-113). P.L. 96-362. H.R. 2561 (97th Cong.). 

GAO reviewed the long-range planning for agricultural re- 
search and development which is being conducted by the 
Department of Agriculture, other affected agencies, and the 
States. 
Findings/Conclusions: GAO found that the U.S. agricultural 
research and development system does not perform na- 
tional long-range planning which would meet generally ac- 
cepted definitions of such planning. The key participants in 
the system engage in long-range planning only to a very 
limited extent. No rationale for long-range planning has 
been developed, and past planning efforts have not resulted 
in long-range plans. Currently some planning, but not 
long-range planning, is occurring. Many of the parties in the 
agricultural research and development system support the 
concept of national long-range planning, but a number of 
factors inhibit such planning. The States and the Depart- 
ment of Agriculture work together, coordinate research, and 
exchange extensive amounts of information. These efforts 
are independently managed and planned. The challenge of 
potential food shortages in the future make long-range 
planning more and more essential. The long-range plan- 
ning that does occur is done almost exclusively by Agricul- 
ture and focuses on inhouse research. Current planning ef- 
forts deal primarily with short-term or operational planning. 
The authority and management for individual research proj- 
ects is split among Federal, State, local, and private authori- 

ties. This fact, frequent changes in departmental leadership, 
and limited executive interest and guidance make long- 
range planning extremely difficult. Current agricultural re- 
search is not directed or influenced by a long-range plan. 
Recommendations: The Secretary of Agriculture should 
develop an agency-wide long-range plan for agriculture re- 
search and development. 

Agency Comments/Action 

The 60-day letter has not yet been received from the agen- 
Cy. 

Appropriations 

Research and development - Department of Agriculture, 
Agricultural Research Service 

Appropriations Committee Issues 

The Department should be able to identify the interrelation- 
ships of individual research areas and be able to demon- 
strate that research done by or sponsored by the Depart- 
ment is addressing food and fiber needs, both for immedi- 
ate and future needs. In turn, this process should provide 
primary input into research portions of the Department’s 
budget. 



DEPARTMENTOFAGRICULTURE 

AGRICULTURAL COOPERATIVES SERVICE 

Family Farmers Need Cooperatives--But Some Issues Need To Be Resolved 
(CED-79-106, 7-26-79) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Clayton Act (15 U.S.C. 17). Capper-Volstead Act. 7 U.S.C. 291. Cooperative Marketing Act of 1926 (7 
USC. 451). Farm Credit Act (12 USC. 2001,2128 et seq.). Agricultural Adjustment Act. Agricultural Marketing Agree- 
ment Act of 1937 (7 U.S.C. 601, 608~). 

Farmers still face some of the same problems they faced in 
the 1920’s and 1930’s when legislation first allowed them to 
form cooperatives to compete more effectively in the agri- 
cultural system. The overall trend in American agriculture 
has been one of increasing concentration marked by a de- 
crease in the number of farms and an increase in average 
farm size, a greater share of total gross farm income going 
to large farms. and a larger portion of agricultural products 
handled by a smaller number of suppliers. Although 
cooperatives have grown in size and market share, they are 
still much smaller than some other businesses that com- 
pete with them in such markets as grains, fruits and veget- 
ables, dairy products, poultry and eggs, and feed. 
FlndlngslConclusions: Cooperatives are an integral part of 
the agricultural structure. They provide farmers with an al- 
ternative for marketing products and for procuring farm 
items and services. Most farmers responding to a question- 
naire viewed cooperatives as increasing the income and 
promoting a better way of life for family farmers. According 
to law, the Department of Agriculture (USDA) is responsible 
for making sure that cooperatives do not use their advan- 
tages to unduly enhance prices. However, USDA has done 
little to guard against undue price enhancement and other 
unfair practices. If USDA retains the regulatory function, it 
needs to establish a system to monitor cooperative activities 
and to take enforcement action where warranted. An em- 
erging issue is corporate membership in cooperatives. 
Nonfamily farm corporations have joined cooperatives and 
enjoyed benefits that Congress intended mainly for family 
farmers. Another issue of major concern to farmers is the 
failure of many cooperatives to retire systematically the re- 
tained earnings owed their members, The failure to retire 
retained equities in a timely manner can affect farmers’ par- 
ticipation in cooperatives. 
Recommendations: The Secretary of Agriculture should: es- 
tablish an enforcement and monitoring system so that 
cooperatives do not use monopolistic or other unfair trade 
practices to raise prices unduly; develop a set of cooperative 
conduct principles with the Federal Trade Commission and 
the Department of Justice; include specifically tailored con- 
duct principles as terms and conditions in all future market- 
ing orders, unless they are not warranted by marketing con- 
ditions; require that a national campaign be conducted to 
motivate cooperatives to adopt equity redemption pro- 
grams that are fair to current and former members; and re- 
quire that plans for assisting new and developing coopera- 
tives be coordinated among responsible agencies before 
additional field offices are established. If Congress decides 
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to limit participation of nonfamily farm corporations, the fol- 
lowing four options should be considered: (1) ban cor- 
porate membership in cooperatives, (2) limit corporate 
membership to a certain percent of the cooperative’s 
volume of business or membership equities, (3) ban cor- 
porate representation on cooperative boards of directors, or 
(4) limit corporate membership to a certain percent of the 
cooperative’s volume of business or membership equities 
and ban corporate representation on cooperatives’ boards 
of directors. 

Agency Comments/Action 

USDA said that it was establishing a formal enforcement 
and monitoring system and that it had started a national 
educational campaign on equity redemption programs for 
cooperatives. It also described procedures that would be 
followed before additional field offices are established. 
USDA also indicated that it was taking action to provide 
more precise definitions of exempt and nonexempt 
cooperative activities, which would assist in clarifying what 
is in excess and, thus, possibly prevent monopolization or 
restraint of trade. It said, however, that it would not develop 
and include specific conduct principles as terms and condi- 
tions in marketing orders because, as the Federal Trade 
Commission and the Department of Justice had pointed 
out, the illegality of specific practices depends on competi- 
tive conditions of the market. Because marketing orders 
have a great influence on competitive conditions, GAO be- 
lieves that specifically mentioning in the marketing orders 
the practices that are prohibited would serve as a reminder 
to the cooperatives and give them more specific notice of 
practices that could incur legal action. This could 
discourage cooperatives from engaging in such practices 
and would provide a more effective basis for taking admin- 
istrative or legal action should such practices occur. More- 
over, a comprehensive set of conduct principles jointly 
developed by the three oversight agencies should help to 
clarify the now-confusing Federal policy regarding coopera- 
tives and thereby allow cooperatives to serve family farmers 
better. 

Appropriations 

Salaries and expenses - Department of Agriculture, Agricul- 
tural Cooperatives Service 



Appropriations Committee Issues 

The Committees should require USDA to fully justify the 
need for any additional funds that may be requested for es- 
tablishing the enforcement and monitoring system, con- 
ducting a national educational campaign on equity 
redemption programs, or setting up additional field offices. 
It should also ascertain the status of USDA efforts to 
develop more precise definitions of exempt and nonexempt 
practices and what methods USDA plans to use to provide 
such information to the cooperatives. 



DEPARTMENT OF AGRICULTURE 

AGRICULTURAL MARKETING SERVICE 
AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE 
COMMODITY CREDIT CORPORATION 

More Can Be Done To Protect Depositors at Federally Examined Grain Warehouses 
(CED-81-I 12, 6-19-81) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Warehouse Act (7 USC. 241 et seq.). Bankruptcy Reform Act of 1978. S. 1365 (97th Cong.). H.R. 
2523 (97th Cong.). H.R. 2926 (97th Cong.). H.R. 2593 (97th Cong.). H.R. 2582 (97th Cong.). 

The Department of Agriculture administers a voluntary 
licensing and examination program under the Warehouse 
Act In addition, Agriculture sets requirements for and ex- 
amines contract warehouses storing commodities owned 
by the Commodity Credit Corporation (CCC) or pledged to 
CCC as loan collateral. GAO reviewed the Department of 
Agriculture’s grain warehouse examination programs. To 
avoid duplication of other ongoing studies, GAO limited the 
examination to the magnitude of the bankruptcy problem to 
date, the number of warehouses in financial difficulty, ways 
the current Federal programs could be strengthened, and 
issues that should be considered in evaluating certain pos- 
sible program and legislative changes. 
Findings/Conclusions: GAO found that about 2 percent of 
the Nation’s approximately 10,000 grain warehouses went 
bankrupt over the past 7 years. Financial formulas for 
predicting bankruptcies in certain industries have been 
developed and tested successfully. The GAO self-developed 
criteria, although not designed to measure future ban- 
kruptcies, indicated that a significant number of grain 
warehouses may be in financial difficulty, an estimated 300 
warehouses subject to Federal examination. While this esti- 
mate does not mean 300 bankruptcies are likely in the near 
future, it is a cause for concern in fight of the much lower 
rate of bankruptcies to date. Federal warehouse examina- 
tions are designed to protect depositors primarily by ensur- 
ing that a warehouse has enough grain of the proper quality 
to meet all storage obligations. The two weaknesses that 
hamper efforts to accurately determine these obligations 
are (1) the practice of not issuing warehouse receipts for all 
storage grain; and (2) the lack of control over printing and 
distribution of warehouse receipts in certain States. Many 
States do not control the printing and distribution of re- 
ceipts. As a result, examiners cannot be sure that they have 
accounted for all receipts when examining nonfederally 
licensed CCC contract warehouses in those States. Agricul- 
ture requires operators to submit certain financial data at 
least annually but does not require certified statements. 
Recommendations: The Secretary of Agriculture should 
direct the Administrator of the Agricultural Marketing Serv- 
ice to develop and implement a predictive formula for grain 
warehouse bankruptcies. This formula would be useful in 
determining the magnitude of the potential bankruptcy 
problem and in establishing priorities and frequencies for 
Federal examinations. It should be developed before USDA 
decides what actions to take on threatened insolvencies. 
The Secretary of Agriculture should direct the Admiiistrator 
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of the Agricultural Marketing Service to require that it pro- 
vide warehouse operators with specific written instructions 
on how to complete required financial forms. The Secre- 
tary of Agriculture should direct the Administrators of the 
Agricultural Marketing Service and the Agricultural Stabiliia- 
tion and Conservation Service to require that all federally 
licensed and CCC contract grain warehouses give deposi- 
tors warehouse receipts for all storage grain as soon as is 
practicable after delivery is completed. The Secretary of 
Agriculture should direct the Administrator of the Agricul- 
tural Stabilization and Conservation Service to ensure that 
all CCC contract grain warehouses use warehouse receipts 
that can be accounted for during Federal warehouse exami- 
nations. Ways of doing this include: ( 1) encouraging States 
with insufficient controls over the printing and distribution 
of warehouse receipts to upgrade their requirements; and 
(2) requiring adequate controls as a prerequisite for obtain- 
ing a storage contract The Secretary of Agriculture should 
direct the Administrator of the Agricultural Marketing Serv- 
ice to require that grain storage obligations reflected on 
warehouse customer account records be verified with a sta- 
tistical sample of depositors as part of normal subsequent 
examination procedures employed at federally licensed and 
CCC contract grain warehouses. The Secretary of Agricul- 
ture should direct the Administrator of the Agricultural Mar- 
keting Service to require that it value fixed assets according 
to generally accepted accounting principles--cost less accu- 
mulated depreciation on depreciable assets. Warehouse 
operators should then be required to follow generally ac- 
cepted accounting principles in filliig out financial data 
forms submitted to the Agricukural marketing Service. The 
Secretary of Agriculture should direct the Administrator of 
Agricultural Marketing Service to require federally examined 
warehouses to submit the financial data necessary to com- 
pute commonly used ratios indicative of financial health. 
The Admiiator should then require Agricultural Market- 
ing Service personnel to compute and determine the trend 
of these ratios as part of their routine financial reviews. 

Agency Comments/Action 

The Secretary of Agriculture announced on August 3.1981, 
that USDA would require operators of federally licensed and 
CCC contract warehouses to submit annual, unqualified 
financial statements prepared by certified public accoun- 
tants, as recommended by the Department’s Elevator Task 



Force. USDA said that this requirement would make availa- 
ble financial data needed to formulate generally accepted 
ratios for consideration in developing a predictive formula 
and, if successful, it will use the formula as part of routine 
financial reviews. USDA said that the new financial state- 
ment requirement would resolve the need for specific writ- 
ten instructions regarding preparation of financial forms 
since all statements will have to be prepared in accordance 
with generally accepted accounting principles. USDA also 
said that it would: (1) require reconciliation of warehouse re- 
ceipts to the unqualified certified public accountant finan- 
cial statements instead of requiring CCC contract 
warehouses to use receipts that can be accounted for dur- 
ing Federal examinations; and (2) increase the number of 
source documents traced through warehouse records rath- 
er than verifying warehouse records of storage obligations 
with a statistical sample of depositors. USDA did not believe 
it should set a deadline for issuance of warehouse receipts. 
It said that many receipts likely would not be delivered to or 
accepted by depositors and that such receipts are more 
dangerous than no receipts in terms of determining a 
warehouse’s storage obligation. USDA also maintained that 
considering increases in the values of fixed assets is ap- 
propriate in some cases when determining a warehouse’s 
net worth. 

Appropriations 

Marketing services - Department of Agriculture, Agricultural 
Marketing Service 
Reimbursement for net realized losses - Department of 
Agriculture, Commodity Credit Corporation 

Appropriations Committee Issues 

The Committees should follow up with the Department on 
the status of efforts to develop a reliable predictive formula 
for grain warehouse bankruptcies. This formula would be 
useful in determining the magnitude of the potential bank- 
ruptcy problem, which is information that should be con- 
sidered in assessing the need for signiticant, and possibly 
costly, changes in other examination procedures in 
response to the problem. The formula would also aid in 
identifying individual warehouses in danger of bankruptcy 
and thus would be useful in establishing priorities and fre- 
quencies for Federal examinations that would make the 
most effective and efficient use of resources. 
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DEPARTMENTOFAGRWJLTURE 

AGRICULTURAL MARKETING SERVICE 
ANIMAL AND PLANT HEALTH INSPECTION SERVICE 
FEDERAL GRAIN INSPECTION SERVICE 
FOOD SAFETY AND INSPECTION SERVICE 

Department of Agriculture Shod Have More Authority To Assess User Charges 
(CED-81-49, 4-16-81) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Agricultural Marketing Act (7 U.S.C. 1621 et seq.). Naval Stores Act (7 U.S.C. 91 et seq.). Independent 
Offices Appropriations Act, 1952. Cotton Reports and Statistics Act (7 USC. 473a). Tobacco inspection Act (7 U.S.C. 511 
et seq.). 

The Department of Agriculture (USDA) provides a wide 
range of marketing and regulatory services. Marked differ- 
ences exist in the degree to which recipients bear the costs 
of these services. As a result, certain sectors of the agricul- 
tural marketing industry are receiving preferential treatment 
at the taxpayers’ expense. 
FlndingslConclusions: If recipients were charged for all 
costs except those which can be readily identified with pub- 
lic benefits, the current inconsistencies and inequities would 
be eliminated and Federal appropriations could be re- 
duced. The Department could also realize substantial sav- 
ings if it were to move to a system of periodic unannounced 
inspections at federally inspected meat and poultry proc- 
essing plants and if the plants were required to have total 
in-plant quality control systems. Current inconsistencies 
and inequities in the Department’s application of user 
charges are caused by differences in the legislative funding 
provisions covering individual programs and problems in 
implementing user charges under the so-called User 
Charge Statute (title V of the Independent Offices Appropri- 
ation Act) when no specific legislative authority exists. 
Recommendations: Congress should repeal the Naval 
Stores Act. Congress should repeal the Tobacco Seed and 
Plant Exportation Act of 1940. Congress should discontin- 
ue providing special appropriations to defray a portion of 
the supervision costs incurred in the poultry and fresh fruit 
and vegetable grading programs. Congress should either 
amend the User Charge Statute or enact new general user 
charge legislation to make it clear that an agency may set 
fees to recover the full cost of a program that primarily 
benefits identifiable users. Congress should amend the 
Warehouse Act to provide for user funding of periodic 
USDA examinations. The amendment should require 
recovery of all program costs. Congress should amend the 
Grain Standards A* the Cotton Statistics and Estimates 
Act of 1927, and the Tobacco Inspection Act of 1935 to 
delete provisions that require appropriations funding and/or 
limit the use of user charges. Congress should amend ex- 
isting legislation to authorize USDA to charge importers 
fees which cover all costs of inspecting and testing import- 
ed birds (both commercial and pet) and other animals. 
Congress should amend the Federal Meat Inspection Act 
and the Poultry Products Inspection Act to authorize the 
Secretary of Agriculture to require all federally inspected 
meat and poultry processing plants to develop and imple- 

ment quality control systems. The Secretary of Agriculture 
should direct the Administrator of the Animal and Plant 
Health Inspection Service to charge user fees which cover 
the costs of phytosanitary inspections. The Administrator 
should do so either under the authority contained in the 
User Charge Statute or by seeking specific legislative au- 
thority. The Secretary of Agriculture should direct that an 
independent study be made to develop objective criteria for 
setting and adjusting fees charged for plant variety certifica- 
tions, The study should determine how much of total pro- 
gram costs could be passed on to applicants without 
severely limiting participation by applicants with limited 
financial resources. The Secretary should then direct the 
Administrator of APHIS to set and periodically adjust the 
certification fee on the basis of these criteria. The Secretary 
of Agriculture should determine whether inspections of im- 
ported seed required under the Seed Act primarily benefit 
the seed importers. If so, the Secretary should propose to 
Congress amendments to the Act which would authorize 
user fees for the inspections. Upon enactment of the 
amendments, the Secretary should direct the Administrator 
of the Agricultural Marketing Service to develop and imple- 
ment a user charge. The Secretary of Agriculture should 
direct that a study be made to determine the cost effective- 
ness of a user fee system for the USDA printed market news 
reports. The study should be independent, that is made by 
individuals who are not under the Assistant Secretary for 
Marketing and Transportation Services. If the study shows 
that the administrative problems can be resolved and that 
the administrative co& would not be excessive, the Secre- 
tary should implement a fee system. If not, the Secretary 
should forward the study to OMB for resolution of differ- 
ences between USDA and Department of Commerce fund- 
ing methods. 

Agency Comments/Action 

The Omnibus Budget Reconciliation Act of 1981 (P.L. 
97-35, Aug. 13, 1981) made the following legislative 
changes in line with GAO recommendations and with pro- 
posals accompanying the President’s revised fiscal year 
1982 budget: (1) temporarily amended the U.S. Grain 
Standards Act to authorize recovery through user fees of su- 
pervision and administrative costs of grain inspection and 
weighing services; and (2) temporarily amended the Cotton 



Statistics and Estimates Act and permanently amended the 
Tobacco Inspection Act, U.S. Warehouse Act, and Naval 
Stores Act to authorize user fees for cotton classing, tobac- 
CO inspection, warehouse examination, and naval stores 
grading services. The Department agreed with GAO recom- 
mendations to further study and develop appropriate fund- 
ing policies for market news, plant variety certifications, and 
imported seed inspection services. The Department said 
that it would complete the studies by December 31, 1981, 
and, if appropriate, initiate actions to implement user 
charges for these services. It also said it would consider 
user charges for phytosanitary inspections as part of an 
ongoing review of the funding of APHIS programs. The De- 
partment said that it would complete the studies by De- 
cember 3 1, 1981, and, if appropriate, initiate actions to im- 
plement user charges for these services. It also said it would 
consider user charges for phytosanitary inspections as part 
of an ongoing review of the funding of APHIS programs. 
The Department disagreed with the GAO recommendation 
to discontinue special appropriations for the poultry grading 
program because the funds are used to defray costs of what 
it considers to be public benefit services.The Department 
said that the merits of full user fee funding of imported bird 
and animal inspections need to be explored more fully and 
that specific legislative authority for such fees would be 
necessary. It also said that requiring quality control systems 
for meat and poultry processing plants would be premature 
pending further results of its current voluntary program. 

Appropriations 

Marketing services - Department of Agriculture, Agriculture 
Marketing Service 
Animal and plant health inspection - Department of Agricul- 
ture, Animal and Plant Health Inspection Service 
Salaries and expenses - Department of Agriculture, Federal 
Grain Inspection Service 
Inspection and weighing services - Department of Agricul- 
ture, Federal Grain Inspection Service 
Salaries and expenses - Department of Agriculture, Food 
Safety and Inspection Service 

Appropriations Committee Issues 

The Committees should discontinue special appropriations 
for the Department’s poultry and fresh fruit and vegetable 
grading programs. They also should monitor the Depart- 
ment’s progress in determining and implementing approp- 
riate user charge policies for printed market news reports, 
plant variety certifications, imported seed inspections, phy- 
tosanitary inspections, and imported bird and animal in- 
spections. 



DEPARTMENT OF AGRICULTURE 

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE 

Agriculture’s Set-Aside Programs Should Be Improved 
(CED-80-9, 1 -I1 -80) 

Budget Function: Agriculture: Farm Income Stabilization (035 1) 
Legislative Authority: Food and Agriculture Act of 1977 (P.L. 95-113; 91 Stat. 913 et seq.). Agricultural Act of 1970 (84 
Stat. 1358). Agriculture and Consumer Protection Act of 1973 (87 Stat. 221). 

The Department of Agriculture’s Agricultural Stabilization 
and Conservation Service’s (ASCS) wheat and feed grain 
set-aside programs are intended to reduce expected sur- 
pluses of particular crops. In return for taking acreage out of 
production, producers are eligible for commodity loans and 
purchases as well as deficiency, disaster, and diversion pay- 
ments. A review of producer compliance with the programs’ 
requirements identified certain areas in which the effective- 
ness of the programs could be improved. 
Findings/Conclusions: Most producers in the counties re- 
viewed complied with the set-aside requirements. However, 
some were allowed to receive program benefits without ful- 
filling these requirements. County ASCS officials and local, 
farmer elected, county committees were responsible for 
determining compliance. To participate in the programs, 
producers certified their planted and set-aside acres. Coun- 
ty ASCS officials were responsible for determining the accu- 
racy of the certifications. Producers who certified their 
acreage inaccurately could be denied participation in the 
program, or if they had acted in good faith, assessed a 
monetary penalty. The programs were implemented in a 
short time and when staffing at the county offices was low. 
Criteria for good faith determinations were vague. As a 
result, the committees generally found that producers had 
acted in good faith even when the reasons given did not jus- 

tify allowing them to remain in the programs. Monetary 
penalties were not always applied when they should have 
been, were not applied consistently, and were costly to ad- 
minister. A stricter certification and compliance program 
was needed to ensure compliance, simplify program ad- 
ministration, and reduce county office workload. Land to be 
set-aside should have been part of a farm’s normal crop 
acreage. However, GAO found several cases where the 
acreages did not represent the farm’s normal plantings, 
were established contrary to instructions, or were otherwise 
questionable. In most of these cases, the acreages were 
overstated, thereby reducing the set-aside programs’ effec- 
tiveness. 
Recommendations: The Secretary of the Department of 
Agriculture should direct the ASCS Administrator to estab- 
lish a strict compliance program under which producers 
who incorrectly certify their acreages would be denied pro- 
gram participation unless they are granted relief through a 
State and/or national appeal process, and specifically define 
the circumstances in which relief would be granted. This 
would take the place of good faith determinations and 
monetary penalties. In addition, the Administrator should: 
revise procedures to require that the adequacy of set-aside 
covers be documented both at the time of certification and 

at the time of farm inspection and that followup visits to 
correct any identified problems be made and documented; 
revise procedures to increase the number of visits made to 
farms having small grains as cover on set-aside acres to en- 
sure that the cover crop is clipped prior to seed formation; 
and have county offices use aerial observation to assist in 
determining compliance where feasible and cost effective, 
but limit wheat and feed grain determinations, for the most 
part, to a random sample of farms plus other required 
checks. The Secretary should require the Administrator to 
reestablish normal crop acreages for all wheat and feed 
grain farms based on recent planting histories, such as 
those for 1977, 1978, and 1979, and ensure that all 
changes to established normal crop acreages are properly 
supported and documented and obtain annual planting 
data on all farms using producer certifications. 

Agency Comments/Action 

In its March 14, 1980, statement of actions taken on the 
recommendations, Agriculture said it would keep the exist- 
ing compliance systems of good faith determinations and 
monetary penalties, but would make some rule changes ef- 
fective with the 1980 programs. These rule changes were as 
follows: (1) county offices will accept farm operators’ re- 
ports of acreage for all farms; (2) quality control of crop 
acreage certifications will be accomplished through a ran- 
dom selection method with the use of aerial observation un- 
less ground measurement will prove more cost effective; 
and (3) county committees will select and check no less 
than 5 percent of those farms reporting small grain cover 
on set-aside acreage, and ASCS employees who visit any 
farm for inspection or measurement will also verify set- 
aside cover and its use and general condition and properly 
document the acreage report. Agriculture disagreed with 
the recommendation that it establish normal crop acreages 
for all farms on the basis of recent planting histories. Ac- 
cording to Agriculture, a recent analysis of normal crop 
acreages showed that the total acreage for all farms was 
reasonable even though there were problems with some in- 
dividual farm adjustments. It said that State ASCS represen- 
tatives had been directed to review normal crop acreages in 
114 counties in 27 States and take corrective action where 
necessary. As of September 1981, ASCS had made no fur- 
ther changes to its compliance system as there were no 
set-aside programs in 1980 and 1981. The Department is 
considering the use of set-aside programs for crop year 
1982 and, according to Department officials, program 
directives for implementing these programs were 



developed following final approval of the 1981 farm legisla- 
tion. 

Appropriations 

Salaries and expenses - Department of Agriculture, Agricul- 
tural Stabilization and Conservation Service 
Commodity Credit Corporation Fund - Department of Agri- 
culture, Commodity Credit Corporation 

Appropriations Committee Issues 

Implementing GAO recommendations would help reduce 
budget outlays in years when set-aside programs are in ef- 
fect by making sure that only those producers who take the 
required amounts of normally cropped acreage out of pro- 
duction and who meet other program requirements remain 
eligible for program benefits. 
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DEPARTMENTOFAGRICULTURE 

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE 

Alternatives To Reduce Dairy Surpluses 
(CED-80-88, 7-21-80) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Agricultural Act of 1949 (7 U.S.C. 1421 et seq.). Agricultural Adjustment Act (7 U.S.C. 624). Agricul- 
ture and Consumer Protection Act of 1973. Agricultural Marketing Agreement Act of 1937. (P.L. 96-127; 93 Stat. 981). 7 
U.S.C. 1441a. 

Federal dairy policies and programs are designed to assure 
an adequate milk supply, but the U.S. dairy industry has 
continually produced more milk than can be marketed 
commercially at established market prices. The surplus is 
purchased by the Government in the form of dairy products 
such as cheese and butter. The dairy price support program 
uses parity price as the standard for determining the sup- 
port level and is considered to be the principal cause of sur- 
pluses. Its object is to set a support price that will (1) assure 
an adequate supply of milk to meet current needs, (2) re- 
flect changes in production costs, and (3) assure a level of 
farm income adequate to maintain productive capacity suf- 
ficient to meet anticipated future needs. A study was made 
to evaluate the strengths and weaknesses of existing Feder- 
al programs and the consequences of possible new pro- 
grams for controlling or minimizing surpluses. 
Findings/Conclusions: Most of the rapid increase in the 
milk support price has resulted from the formula for com- 
puting the parity price for milk. The formula does not ade- 
quately consider many economic factors affecting milk 
market conditions and includes some factors which have 
little to do with milk production. Alternative milk-pricing 
standards that could help solve or reduce the surplus prob- 
lem and more effectively and equitably accomplish pro- 
gram objectives include: a dairy parity price standard; a 
cost-of-production standard; and a standard based on a 
comprehensive formula that systematically and simultane- 
ously considers changes in cost of production, milk product 
stocks, and demand. A dairy parity price standard would 
more closely reflect changes in factors affecting prices of 
dairy inputs, but would not reflect productivity increases or 
supply and demand factors. A cost-of-production standard 
would reflect the costs of producing milk and productivity 
increases, but would not consider supply and demand fac- 
tors. A standard could be developed that would use a com- 
prehensive formula to relate the price of milk to factors af- 
fecting supply and demand. GAO believes that such a for- 
mula could eventually be used to adjust the dairy price- 
support level. Since research needs to be done before this 
approach could be used, the basis for setting the support 
price could be changed to either a dairy parity price stand- 
ard or a cost-of-production standard. GAO believes that the 
dairy parity price standard would be the least disruptive to 
the industry. 
Recommendations: If so authorized by Congress, the Secre- 
tary of Agriculture, in conjunction with producer and con- 
sumer groups and with input from Congress, should: per- 
form research to select factors and assign weights needed 
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to develop a comprehensive formula that will balance the 
interests of producers, consumers, and taxpayers and then 
if appropriate, implement the formula; identify the dairy in- 
put factors and weights needed to base the support price 
on 100 percent of the dairy parity price, using a base period 
comparable with other national indexes; and establish 
trigger levels, based on a 12-month moving total of Com- 
modity Credit Corporation net removals of dairy products, 
needed to adjust the support price. Legislation should be 
enacted directing the Secretary of Agriculture to perform 
necessary research to develop and, if appropriate, imple- 
ment a comprehensive formula designed to simultaneously 
consider changes in milk production costs, milk product 
stocks, and demand; and authorizing the Secretary, until 
such a comprehensive formula can be developed and im- 
plemented, to (1) base the milk support price on 100 per- 
cent of the dairy parity price using a base period compara- 
ble with other national indexes, and (2) adjust the price- 
support level when Government purchases of dairy prod- 
ucts exceed specified levels. Congress should establish a 
Federal nationwide milk producer promotion program and 
set the contribution rate as a percentage of sales. Also, if 
Congress, after considering these recommendations, de- 
cides to retain promotion programs under current Federal 
milk-marketing orders, it should amend the Agricultural 
Marketing Agreement Act of 1937 to eliminate the refund 
provision in Federal orders, make mandatory promotion 
provisions a part of all Federal orders, and set the contribu- 
tion rate as a percentage bf sales. 

Agency Comments/Action 

The Department said that the report was most timely be- 
cause there was a consensus that the milk support-price 
program was not performing as it should, as evidenced by 
1980’s heavy price-support purchases and excessive Gov- 
ernment costs. It also said that the report should make an 
important contribution to the ongoing discussion of dairy 
policy. It did not take a specific position on the recommen- 
dations to improve the present price-support standard or 
any of the alternative milk-pricing standards. It disagreed, 
however, with the recommendations to either establish a 
Federal nationwide producer promotion program or im- 
prove the promotion programs under current Federal 
milk-marketing orders. The Department proposed and, in 
March 1981, Congress enacted, legislation deleting the re- 
quirement that the support price of milk be adjusted semi- 
annually. 



Appropriations 

Reimbursement for net realized losses - Department of 
Agriculture, Commodity Credit Corporation 

Appropriations Committee Issues 

The milk support-price has almost doubled in the past 7 
years. Most of the increase resulted from the formula for 
computing the parity price for milk. Thii formula does not 
adequately consider many economic factors, such as costs 
of production and productivity, but includes some factors, 
such as family housing and clothing costs, which have little 
to do with milk production. Alternative standards for estab- 
lishing milk-price support levels need to be considered 
which would help reduce surpluses and help balance pro- 
ducer, consumer, and taxpayer interests. 
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DEPARTMENT OF AGRICULTURE 

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE 
COMMODITY CREDIT CORPORATION 

Farmer-Owned Grain Reserve Program Needs Modification To Improve Effectiveness 
(CELLB-70, 6-26-81) 

Budget Function: Agriculture (0350) 
Legislative Authority: Food and Agriculture Act of 1977 (P.L. 95-113; 91 Stat. 913). Food, Drug and Cosmetic Act (21 
U.S.C. 301 et seq.). Grain Standards Act (7 U.S.C. 71 et seq.). 

The farmer-owned grain reserve, authorized by the Food 
and Agriculture Act of 1977, is to encourage producers to 
store wheat and feed grains when they are in abundant sup- 
ply and extend the time for their orderly marketing. 
Findings/Conclusions: GAO and its consultants found that, 
during its first 2 to 3 years, the farmer-owned reserve (FOR) 
only partially met its objectives of increasing grain inven- 
tones in times of abundant supply, removing the Govem- 
ment from the role of grain storer and reducing price varia- 
bilii. Some reserve grain is of questionable quality, and 
storage payments have exceeded storage costs. As of 
March 18, 1981, the reserve contained about 1.22 billion 
bushels of wheat, corn, and other grains. The value of out- 
standing loans on these reserve grains was about $2.9 bil- 
lion. The reserve grain cannot be sold without penalty until 
predetermined market price levels are reached. At release, 
producers may, but do not have to, remove the grain from 
the reserve. At call, producers must repay their loans or for- 
feit the grain. Most reserve grain would have been held in 
private stocks without the reserve. Although the reserve ini- 
tially succeeded in ensuring producer ownership of reserve 
stocks, the Government now holds grain purchased in reac- 
tion to the Russian grain embargo. Program modifications 
are needed to improve the program’s effectiveness. Produc- 
ers had been allowed to retain unearned storage payments 
for an unreasonable period of time when the redemption 
period was extended. Program regulations have been 
arnended to provide that interest be charged immediately 
following the maturity date or the originally required settle- 
ment date. 
Recommendations: The Secretary of Agriculture should 
evaluate the effectiveness of the FOR to serve as a basis for 
Congress to use in making future grain policy decisions. 
The Secretary of Agriculture should study the feasibility of 
other FOR program modifications and, if they provide 
remedies to the problems that were found, incorporate 
them into the program. The Secretary of Agriculture should 
require the Agricultural Stabilization and Conservation Serv- 
ice (ASCS) to obtain official grade determinations, on a 
sample basis, as grain enters the FOR and on the same 
grain each subsequent year (where possible), to develop a 
profile of FOR grain and determine what characteristics are 
predictors of storability. The Secretary of Agriculture 
should require ASCS to improve its guidelines and pro- 
cedures for identifying grain with quality problems serving 
as loan collateral and correcting or eliminating qualii prob- 
lems identified. The Secretary of Agriculture should amend 
program regulations to make them consistent with ASCS 

procedures which provide that storage earnings stop in all 
cases when a grain reaches call status. The Secretary of 
Agriculture should determine the average cost of FOR grain 
storage and limit producer storage payments to this 
amount. In determining the average cost of FOR grain 
storage, both onfarm and warehouse storage costs should 
be considered. The Secretary of Agriculture should provide 
for methodical program adjustments in response to a broad 
range of potential market and political developments to al- 
low decisionmakers in grain and related industries to antici- 
pate such changes and adjustments, while still allowing for 
some flexibility. 

Agency Comments/Action 

The Department agreed that: (1) the effectiveness of FOR 
should be evaluated; (2) the feasibility of other FOR pro- 
gram modifications should be studied and incorporated if 
they provide remedies to existing problems; and (3) 
methodical program adjustments should be provided for. 
The Department said that it was reviewing all aspects of 
FOR and that it would work with Congress to provide a 
workable and cost-effective program. The Department has 
not yet required ASCS to obtain official grade determina- 
tions, on a sample basis, as grain enters the reserve be- 
cause it said that the two primary elements which increase 
the probability of grain storage are excess moisture and in- 
sects. Also, the Department believes that its procedures for 
correcting problems could be improved. In its March 1981 
response to a draft of the report, the Department said that 
procedures for correcting problems were being expanded 
to require that farmers be notified when problems are found 
and that action be taken to eliminate the problem or the 
loan wilt be called. The Department agreed that the average 
cost of reserve grain storage should reflect both onfarm and 
warehouse storage costs; however, it has not followed 

. through on the recommendation that it determine this cost 
As of September 24,1981, the Department had not amend- 
ed program regulations to make them consistent with its 
procedures to stop storage earnings in all cases when a 
grain reaches call status. 

Appropriations 

Salaries and expenses - Department of Agriculture, Agricul- 
tural Stabiiition and Conservation Service 
Reimbursement for net realized losses - Department of 
Agriculture, Commodity Credit Corporation 



Appropriations Committee Issues 

The Committees should inquire into the status of the De- 
partment’s review of the farmer-owned reserve and efforts 
to implement a more workable and cost-effective program. 
Also, the Committees should monitor the Department’s ef- 
forts to improve its procedures for identifying and correct- 
ing grain quality problems and follow up on the recommen- 
dations to: (1) obtain offidal grade determinations, on a 
sample basis, as grain enters the reserve; (2) determine the 
average cost of reserve grain storage and use this as a basis 
for making storage payments; and (3) amend program re- 
gulations to reflect the changes in procedures that storage 
earnings stop in all cases when a grain reaches call status. 
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DEPARTMENTOFAGRICULTURE 

ANIMAL AND PLANT HEALTH INSPECTiON SERVICE 

Problems Plagued Department of Agriculture’s Grasshopper Control Program in 1979 
(CED-80-95, 8-11-80) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: 7 U.S.C. f47a. 7 U.S.C. 148. 

The Department of Agriculture’s Animal and Plant Health 
Inspection Service (APHIS) did not adequately manage the 
program to control grasshoppers in 17 Western States in 
1979. Efforts by Federal and State officials and local partici- 
pants were not sufficiently coordinated. Management 
weaknesses reduced the ability of the local project manag- 
ers of APHIS to effectively identify areas to be sprayed to 
control grasshoppers, schedule spraying operations at the 
best times, and evaluate the effectiveness of the spraying. 
Although grasshoppers cause economic losses in the Unit- 
ed States each year, the 1979 infestation reached levels 
unprecedented since the 1930’s. 
Findings/Conclusions: APHIS initiated some actions to im- 
prove program management and had plans for others. 
These actions included: (1) developing uniform rules, infor- 
mation, and guidelines for nationwide use in administering 
and explaining the programs; (2) clarifying the responsibili- 
ties of all participants; (3) developing and conducting an an- 
nual training program for key personnel; (4) establishing a 
strike force of trained personnel; (5) evaluating the extent to 
which program benefits exceed costs; (6) establishing en- 
trance and withdrawal deadlines for participation: and (7) 
encouraging the use of the best types and sizes of aircraft 
for each project’s size and terrain. GAO believes these 
corrective actions will help prevent future programs from 
having the many problems experienced in 1979. 
Recommendations: The Secretary of Agriculture should 
direct the APHIS Administrator to: (1) prepare a cost/benefit 

analysis of including cropland in the Grasshopper Control 
Program; (2) study the pros and cons of making participa- 
tion of landowners in infested areas mandatory, including 
an assessment of the problems that would be encountered 
in implementing a mandatory program; and (3) provide the 
results of both studies, together with any recommended 
changes, to the appropriate legislative committees. 

Agency Comments/Action 

The Department of Agriculture did not agree, because of 
biological concerns rather than economic concerns, that a 
cost/benefit analysis should be prepared addressing the in- 
clusion of cropland in the grasshopper control program. 
Agriculture said it would develop options and recommen- 
dations for the implementation of a mandatory treatment 
program and present them to the appropriate legislative 
committees for consideration. 

Appropriations 

Animal and plant health inspection service - Department of 
Agriculture, Animal and Plant Health Inspection Service 

Appropriations Committee Issues 

The Committees should inquire into Agriculture’s progress 
toward improving the management and effectiveness of the 
grasshopper control program. 



DEPARTMENTOFAGRICULTURE 

ANIMAL AND PLANT HEALTH INSPECTION SERVICE 

Weak Management in Animal Disease Control Program Results in Large Economic Losses 
(CED-81-96, 6-24-81) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 

The U.S. Department of Agriculture (USDA) Animal and 
Plant Health Inspection Service is responsible for conduct- 
ing regulatory and control programs to protect and improve 
the Nation’s animal and plant resources. The Service has 
two basic units: Veterinary Services, and Plant Protection 
and Quarantine. GAO reviewed the Veterinary Service’s 
Brucellosis Eradication Program to determine whether im- 
provements could be made. 
Findings/Conclusions: Progress in the Brucellosis Eradica- 
tion Program has been impeded because several disease 
control measures have not been implemented effectively. 
Some animals sold at livestock markets and identified as in- 
fected could not be traced to their herds of origin because 
of inadequate control over the collection of ownership infor- 
mation and the identification tagging of animals. Herds 
were not always tested in time to assure that infection was 
expeditiously identified. Controls were not always used to 
make sure that all animals in quarantined herds were ac- 
counted for from test to test so that any infection was identi- 
fied as quickly as possible. Field personnel had not always 
followed procedures to locate herds exposed to disease by 
cattle purchased from herds subsequently found to be in- 
fected. While field personnel often attributed these opera- 
tional shortcomings to lack of industry cooperation or per- 
sonnel shortages, GAO found that weaknesses in the man- 
agement systems were a primary cause of ineffective imple- 
mentation of disease control measures. The management 
systems do not provide assurance that field personnel and 
each organizational unit know what is expected of them in 
implementing these measures, nor do they provide guid- 
ance for measuring performance regarding these expecta- 
tions. 
Recommendations: The Secretary of Agriculture should 
direct the Administrator of the Animal and Plant Health In- 
spection Service to establish goals that emphasize im- 
proved implementation of disease control measures. The 
Secretary of Agriculture should direct the Administrator of 
the Animal and Plant Health Inspection Service to modify 
the automated data system so that it can provide summary 
and exception information reflecting the degree to which 
disease control measures are properly implemented by 
each organizational unit and install the automated data sys- 
tem in States having a high incidence of animal disease. 
The Secretary of Agriculture should direct the Administrator 
of the Animal and Plant Health Inspection Service to formu- 
late cooperative agreements which clearly show lines of au- 
thority and responsibility for program functions at each or- 
ganizational level for both State and Veterinary Services per- 
sonnel. The Secretary of Agriculture should direct the Ad- 
ministrator of the Animal and Plant Health Inspection Serv- 
ice to collect and analyze information regarding the effects 

of extending the test period to include the recognized incu- 
bation period, including (1) any increase in the number of 
infected animals identified; and (2) any increase in cost to 
herd owners. The Secretary of Agriculture should revise the 
Brucellosis Eradication Uniform Methods and Rules to in- 
clude dealer recordkeeping provisions as a consideration in 
certifying a State’s disease status. The Secretary of Agricul- 
ture should direct the Administrator of the Animal and Plant 
Health Inspection Service to strengthen enforcement activi- 
ties by (1) creating a separate line function for compliance 
personnel; (2) requiring closer coordination of field investi- 
gations; and (3) forming a cadre of personnel with the 
necessary training and experience to effectively pursue 
cases of improper health certifications by private veterinari- 
ans. The Secretary of Agriculture should direct the Ad- 
ministrator of the Animal and Plant Health Inspection Serv- 
ice to resubmit the USDA draft bill authorizing civil penalties 
and, if it is enacted, (1) establish heavier penalties for those 
who repeatedly circumvent disease control regulations; and 
(2) assure that penalties exceed the cost of complying with 
laws and regulations. The Secretary of Agriculture should 
direct the Administrator of the Animal and Plant Health In- 
spection Service to develop instructions covering the opera- 
tions necessary to assure that disease control measures are 
properly implemented and, in conjunction with cooperating 
State agencies, provide the instructions to all field person- 
nel. 

Agency Comments/Action 

The Department said that corrective procedures had al- 
ready been adopted or were being developed for most of 
the GAO recommendations. The Department said, howev- 
er, that the most efficient timeframe for a postmovement 
test is from 45 to 120 days and additional postmovement 
tests would be required after January 1, 1982. The Depart- 
ment said also that a comprehensive brucellosis informa- 
tion system was being developed and that a new system for 
certifying States would become effective January 1, 1982. 
The Department disagreed that a separate line function 
should be created for compliance personnel because it said 
that veterinarians-in-charge must have control over all 
phases of eradication activities. Instead, the Department 
placed more emphasis on this problem, and the percentage 
of cases completed within 60 days increased from 72 per- 
cent for the third quarter of fiscal year 1980 to 94 percent 
for the third quarter of fiscal year 1981. The Department 
said that implementation of its corrective actions scheduled 
for January 1, 1982, may be delayed by at least a year if a 
general provision in the fiscal year 1982 House Appropria- 
tions Bill (H. R. 4119) becomes law. This provision stipu- 
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lates that “none of the funds in the Act may be used to im- 
plement or enforce the Brucellosis regulations classifying 
States which are scheduled to take effect January 1,1982 .” 

Appropriations 

Animal and plant health inspection service - Department of 
Agriculture, Animal and Plant Health Inspection Service 

Appropriations Committee Issues 

The Brucellosis eradication program is the Nation’s largest 
animal disease control effort. Despite the considerable re- 
sources that have been devoted to the program, 
weaknesses in management systems and disease identifr- 
cation and control procedures have delayed eradication ef- 
forts and resulted in large economic losses to the farm e- 
conomy. 



DEPARTMENTOFAGRICULTURE 

COMMODITY CREDIT CORPORATION 

Lessons To Be Learned From Offsetting the impacbof the Soviet Grain Sales Suspension 
(CED-N-110, 7-27-81) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Food Security Wheat Reserve Act of 1980 (P.L. 96-494; 94 Stat. 2578). Commodity Credit Corpora- 
tion Charter Act (15 U.S.C. 714 et seq.). Export Sales Reporting Act (7 U.S.C. 612c-3). Export Administration Act of 1979 
(50 U.S.C. App. 2401). Food and Agriculture Act of 1977 (P.L. 95-113; 91 Stat. 913). P.L. 96-234. 94 Stat. 333. 

On January 4, 1980, the President announced that, for for- 
eign policy and national security reasons, the Federal Gov- 
ernment was suspending the shipment of about 18 million 
metric tons of agricultural commodities to the Soviet Union. 
The President directed the Department of Agriculture to 
take actions to offset the suspension’s impact on farmers. 
These offsetting actions, most of which were concerned 
with stabilizing market prices, included removing the 
suspended grain from the market by increasing the wheat 
and corn price-support loan rates, adjusting the farmer- 
owned reserve program, purchasing grain directly from 
farmers and country grain elevators, and purchasing ex- 
porters’ undeliverable grain contracts with the Soviet Union. 
Findings/Conclusions: Because of the short time between 
the decision to suspend shipments and the suspension’s 
announcement, Agriculture was not able to thoroughly 
analyze the suspension’s potential impact and develop a 
comprehensive plan of offsetting actions. The lack of ade- 
quate planning caused Agriculture to: (1) erroneously anti- 
cipate that the farmer-owned reserve would efficiently re- 
move the undeliverable grain; (2) purchase the exporters’ 
Soviet contracts valued at about $2.4 billion with little docu- 
mentation that such purchase was necessary; and (3) ineffr- 
ciently implement the offsetting actions. Since any future 
suspension of the export of agricultural commodities may 
have a severe effect on the grain production and marketing 
industries, it is important that the potential effects of the 
various actions that could be taken to offset the potential 
impact of any further suspensions be identified and 
analyzed. Agriculture’s purchase and resale of the exporters’ 
Soviet contracts and its purchase of corn and wheat from 
farmers were implemented in a manner which led to Feder- 
al losses or increased Federal costs. A Government moni- 
toring program set up to identify illegal shipments to the 
Soviet Union was reasonably successful in identifying and 
discouraging direct shipments from U.S. ports to the Soviet 
Union. However, it was not feasible to closely monitor for 
possible unauthorized transshipments. The Soviet Union 
was able to substantially offset the suspension’s impact by 
increasing imports from other countries and drawing down 
its reserves. 
Recommendations: The Secretary of Agriculture should 
develop and keep current a contingency plan that would in- 
clude: (1) an assessment of whether existing farm pro- 
grams are flexible enough to efficiently and effectively offset 
the impact of a grain sales suspension on farmers; (2) an 
evaluation of the types and availability of data needed to 
determine on short notice the extent and severity of a 

suspension’s impact on farmers, grain elevators, grain tran- 
sporters, and exporters; and (3) an analysis of the extent, if 
any, to which the impact on each of the agricultural sectors 
should be offset. The Secretary of Agriculture should, after 
assessing existing farm programs, develop and submit to 
Congress any legislative recommendations for modifying 
existing programs or instituting new programs that the 
Secretary finds are necessary in developing a contingency 
plan. If the Commodity Credit Corporation again considers 
purchasing exporters’ contracts to offset the impact of any 
future suspensions, the Secretary should direct it to: (1) 
prepare an economic justification for each commodity in- 
volved in the suspension to determine if such purchase is 
necessary; and (2) estimate any suspension-related benefits 
and detrimental effects to the exporters and use both esti- 
mates in determining the extent of Federal assistance need- 
ed. If the Commodity Credit Corporation again considers 
open-market purchases as an offsetting action, the Secre- 
tary of Agriculture should direct it to purchase only the 
types and grades of commodities suspended from ship- 
ment and to make such purchases at prices within a rea- 
sonable amount of the existing market price. 

Agency Comments/Action 

According to USDA, the Administration is strongly opposed 
to the use of export controls in a manner which unfairly bur- 
dens any sector of the American economy. It added that 
this Administration did not invoke the partial grains embar- 
go: it revoked it. In commenting on the GAO recommenda- 
tion to develop a contingency plan to help ensure that the 
effects of any future suspensions are offset in a more order- 
ly, systematic, and timely manner, USDA said that while it 
may be useful to discuss the possible adverse impacts of an 
overall U.S. trade suspension on the agricultural communi- 
ty, it should be recognized that the effects of such embar- 
goes cannot be readily quantified. It said that, not only did 
the past agriculture embargo appear to be only minimally 
effective with respect to its intended objectives, but con- 
tingency planning for future unexpected disruptions of agri- 
cultural trade is extremeiy difficult, if not impractical, in light 
of supplies and prices, the world economic situation trading 
pattern, and overall trade relations with U.S. trading 
partners. 

Approprlatlons 

Reimbursement for net realized losses - Department of 
Agriculture, Commodity Credit Corporation 
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Appropriations Committee Issues 

The Committees should assure that the Department imple- 
ments the recommendations. 



DEPARTMENTQFAGRICbfLTURE 

ECONOMICS AND STATISTICS SERVICE 
SOIL CONSERVATION SERVICE 

Preserving America’s Farmland--A Goal the Federal Government Should Support 
(CED-79-109, 9-20-79) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Food and Agriculture Act of 1977 (P.L. 95-l 13; 91 Stat. 913). National Environmental Policy Act of 
1969 (42 U.S.C. 4321). National Housing Act (12 U.S.C. 1701). Rural Development Act of 1972 (7 U.S.C. 1010a). Soil and 
Water Resources Conservation Act of 1977 (P.L. 95-192; 91 Stat. 1407). Surface Mining Control and Reclamation Act of 
1977 (P.L. 95-87; 91 Stat 445). 

Farmland is essential to the Nation’s abundant agricultural 
production which has not only fed U.S. citizens well, but has 
been a positive contributor to the balance of payments and 
to humanitarian commitments to developing countries. In 
1975, about 338 million acres of all rural land, including 
221 million acres of cropland, were in the Department of 
Agriculture’s (USDA) top two land capability classes. Land 
losses for urbanization and other nonfarming purposes, es- 
timated at 3 to 5 million acres a year, coupled with the level- 
ing off of agricultural productivity, pose serious questions a- 
bout the hation’s ability to maintain its role as an economi- 
cal food producer and exporter. Since the 1973-74 grain 
purchases by the Soviet Union which eliminated surpluses 
and sharply increased commodity prices, there has been a 
growing concern about the loss of farmland. Opinions vary, 
however, on how much farmland is being lost, its impact on 
the Nation’s future, and what role the Federal Government 
should play to protect it Emerging evidence suggests that 
technology may not continue to increase productivity at 
past levels and compensate for the loss of prime and other 
farmland. Governmental control of land use traditionally 
rests with State and local governments, and over the years 
some have adopted or considered various approaches to 
curtail farmland conversions, such as preferential tax as- 
sessments, zoning, variable capita1 gains taxes, and sales 
and transfers of development rights. The Federal Govern- 
ment’s role in retaining farmland is still evolving and 
Congress has recognized the importance of prime farm- 
land, but has not yet enacted a policy which is comprehen- 
sive. Some bills, introduced in Congress but not enacted, 
would have established a national farmland policy and 
described Federal responsibiiies in advancing that policy, 
including Federal support for State and local farmland 
preservation efforts. 
Findings/Conclusions: Replacement or expansion of land in 
the farmland base involves significant tradeoffs and limita- 
tions on water, energy, environment, and cost The propor- 
tion of agricultural production dependent on energy- and 
cost-intensive irrigation systems is rapidly increasing. 
Preserving farmland has been given little consideration or 
low priority and has usually been outweighed by other in- 
terests in Federal projects. Furthermore, Federal or federal- 
ly assisted projects often result in the direct and/or indirect 
taking of prime and other farmland. One problem may be 
the conflict between the information regarding the impor- 
tance of preserving prime farmland which is furnished to 

agencies, and USDA publications which cite large potential 
cropland reserves and production capabilities. State and lo- 
cal methods to preserve the land have had limited impact 
on its loss, and none of the methods used are likely to in- 
sure that land will be kept in agricultural production. There 
is insufficient data and a lack of uniform criteria to help 
Federal agencies evaluate the impact of losing farmland 
and to balance this loss against other national interests, in- 
cluding food production and food prices. A widely publi- 
cized national policy identifying the national interest in and 
goals for protecting and retaining farmland could: (1) guide 
and support land-use planning and decisions by the Feder- 
al, State, and local governments; (2) encourage intergov- 
ernmental coordination and cooperation in managing the 
land; and (3) promote public investment patterns that will 
minimize adverse impacts on farmland. 
Recommendations: The Secretary of Agriculture should: (1) 
develop additional data on, and make analyses of, the sig- 
nificance of losing prime and other farmland; (2) insure, 
through periodic reviews, that all USDA agencies evaluate 
the loss of prime and other farmland in their project approv- 
al processes in consonance with the Secretary’s October 
1978 land-use policy statement; and (3) require that addi- 
tional arialyses be made of USDA potential cropland esti- 
mates in terms of how much land is likely to be converted 
considering current land use, production tradeoffs, develop- 
ment problems and costs, and other economic values, such 
as changes in the relationship of production and develop- 
ment costs to commodity prices. The results of these analy- 
ses should be published. The Secretary of Agriculture and 
the Chairman of the Council on Environmental Quality 
should undertake a joint effort to develop criteria to guide 
Federal departments and agencies in determining and eval- 
uating the impact of their proposed projects and actions 
that affect prime and other farmland losses with other na- 
tional interests. The Chairman of the Council on Environ- 
mental Quality should instruct Federal departments and 
agencies to include in their environmental impact state- 
ments and other environmental review documents a dis- 
cussion of their analyses relating to the criteria recom- 
mended above. Congress should: (1) formulate a national 
policy on protecting and retaining farmland; (2) set a na- 
tional goal as to the amount and class of farmland that 
should be preserved; (3) periodically assess the impact of 
farmland losses on the established goal; and (4) delineate 
the Federal Government’s role in guiding and helping State 



and local efforts to retain farmland. If Congress decides to 
provide Federal support to States and political subdivisions 
to carry out farmland preservation programs, it should 
specifically set out the criteria which such programs have to 
meet These criteria should provide, among other things, 
that agricultural areas be geographically defined and prefer- 
ably correspond to areas that contain the most prime farm- 
land, and that agricultural use and prime farmland be clear- 
ly and specifically defined. 

Agency Comments/Action 

USDA said that the report clearly identified the need for ac- 
tions by all levels of government and that it agreed with the 
GAO recommendations, shared the GAO view on the need 
for more detailed analysis of land potentially available for 
crop production, and was joiniig with the Council on En- 
vironmental Quality in the leadership of an interagency 
study of agricultural lands. The National Agricultural Lands 
Study was initiated on June 14, 1979. The final report on 
the study was issued on January 17, 1981. The study, 
among other things, evaluated the role of Federal agencies 
in agricultural land conversion, assessed State and local 
government efforts to retain agricultural lands, and identi- 
fied ways in which these efforts could be made more effec- 
tive. Federal agencies whose programs and actions affect 
agricultural land were represented on the study’s interagen- 
cy coordinating committee. 

Appropriations 

Conservation operations - Department of Agriculture, Soil 
Conservation Service 
Salaries and expenses - Department of Agriculture, Eco- 
nomics and Statistics Service 

Appropriations Committee Issues 

Before Federal assistance is provided for preserving 
America’s farmland, Congress needs to establish a national 
policy, goals, and monitoring system, and determine the 
Federal role in supporting preservation efforts. Then, before 
any Federal support is given, State and local preservation 
programs should include criteria: (1) defining agricultural 
use and prime farmland; and (2) establishing certain 
minimal requirements as discussed in the GAO report 
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DEPARTMENT OF AGRICULTURE 

EXTENSION SERVICE 

Cooperative Extension Se&e’s Mksh and Federal Role Need Congressional Clarification 
(CED-81-119, B-21-81) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Merrill Act (Agricultural Colleges). Hatch Act (Agricultural Experiment Stations) (7 U.S.C. 361a et 
seq.). Smith-Lever Act (Agricultural Extension Work) (7 U.S.C. 341 et seq.). Food and Agriculture Act of 1977 (7 U.S.C. 
3301). Higher Education Act of 1965 (P.L 89-329). 7 U.S.C. 3123. 

The Cooperative Extension Service is the largest education 
system of its kind in the world. lt is active in rural, suburban, 
and urban communities and, in addition to agricultural and 
home economics programs, offers programs in social and 
economic problems and cultural, recreational, and leisure- 
time activities. The Extension Service was established in 
1914 primarily to provide farmers with information from 
agricultural research and to encourage them to adopt im- 
proved farming methods. Recently, its programs have ex- 
panded to include instruction in arts and crafts, recreation, 
creative and performing arts, and mental and emotional 
health. GAO reviewed the Extension Service to determine 
whether its programs were meeting their basic missions. 
Findings/Conclusions: As more programs vie for Extension 
Service resources, disagreements have occurred over what 
its mission should be. Some groups feel that it is ignoring 
theineeds;otherssayitistryingtobeallthingstoallpeo- 
ple. 

GAO stated that, because the demands for the Extension 
Service’s programs are great and its resources are kmited, 
its available resources need to be used as efficiently as pos- 
sible. GAO also stated that the Department of Agriculture’s 
(USDA) Federal Extension Service, the Federal agency in- 
volved, should assume a more active leadership role in the 
Extension Service program development GAO concluded 
that improved performance and impact measurement is 
needed to determine whether ension programs are ef- 
fective. There are no comprehensive Service-wide evalua- 
tion requkements due to a lack of a central office to clearly 
define such standards. GAO believes that USDA is the natu- 
ral place within the organization from which to provide 
leadership and direction in evaluation. 
Recommendations: The appropriate congressional com- 
mlttees should emmine the Cooperative &tension Serv- 
ice’s mission. As part of this process, the cornm&es could 
direct the Secretary of Agriculture to prepare, in coopera- 
tion with the Extension Committee on Organ&tion and 
Policy (ECOP), an updated statement of the Extension 
service’s rnissiik The committee could require this state- 
ment to contain explicit mission objectives and priorities 
and to be submitted to them for their information and re- 
view. The corrunhes could also require the Extension 
Service to provide Periodic progress reports on meeting its 
goals and object&s. ln addition, the committees could also 
hold oversight hearings on the Cooperative Extension F&N- 

ice to rev& current extension pmgramnkg and to consid- 
er and focus on the mission that the commit&s want car- 
ried out The hearings could provide the basis to develop 

legislation, if necessary, to more clearly define the Coopera- 
tive Extension Service’s mission. The appropriate congres- 
sional committees should consider the role that they want 
the USDA Federal Extension Service to play in providing ex- 
tension program leadership and guidance. The Secretary 
of Agriculture should direct the Administrator of the Federal 
Extension Service to become more involved with the States 
in the total extension program development process. This 
includes: (1) determining, in cooperation with the ECOP, 
national extension program priorities and goals; (2) provid- 
ing leadership in getting States to implement extension pro- 
grams which address national extension priorities; and (3) 
interacting with States in developing as well as reviewing 
work plans. The Secretary of Agriculture should assume 
leadership, in cooperation with ECOP. for developing and 
implementing a uniform accountability and evaluation sys- 
tem for the Cooperative Extension Service. The system 
should include provisions for planning and coordinating ac- 
countability and evaluation activities throughout the Exten- 
sion Service. 

Agency Comments/Action 

USDA generally agreed with the GAO recommendations. 
USDA said that both lt and the State Extension Services 
were undertaking joint studies which would deal with two of 
the recommendations, including the need to clarify the Err- 
tension Service’s mission and the need to improve the ex- 
tension program evaluation. Concerning the issue of the 
appropriate Federal role in extension, USDA, as well as the 
States, generally agreed that while the Federal office should 
provide national program leadership, this should be in the 
form of guidance and not Federal program direction. 

Appropriations 

Extension servfce - Department of Agriculture, &tension 
!.krvice 

Appropriations Committee Issues 

The Extension Service’s resources are limited and 
demands for its services are increasing, in part because of 
the expanded scope of services it is now providing. The 
Committee should inquire as to how Federal funds will be 
specikally used for extension programs. The Committees 
should make sure ihat funds are being used as beneficially 
as possible so that the highest priority projects can be un- 
dertaken. 



DEPARTMENT OF AGRICULTURE 

FARMERS HOME ADMINISTRATION 

Shall Full Funding Be Applied to the Rental Assistance and Family Planning Programs? 
(PAD-80-16, 2-12-80) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 
Legislative Authority: Housing Act of 1949. 

A Federal program is considered to be a fully funded pro- 
gram if the budget authority requested and made available 
is for the total cost of that program to be initiated in the 
budget year. Full funding has been traditionally associated 
with major procurement and construction activities. Howev- 
er, GAO believes it has potential for application to subsidy 
and social programs and some research and development. 
At the request of the House Budget Process Task Force, 
GAO did a review of further implementation of full funding 
which included case studies of two programs with full fund- 
ing potential. 
Findings/Conclusions: The main problem with the current 
method of funding the Farmers Home Administration’s 
Rental Assistance Program was inadequate disclosure of 
funding requirements. The requirement to make appropria- 
tions in the future for commitments entered in the past was 
not clear in the budget information presented to Congress. 
Because of this, Congress had little control over future ap- 
propriations of budget authority. Full funding would im- 
prove disclosure of the program’s total funding require- 
ments and increase Congress’ control over appropriations 
of budget authority by allowing Congress to act on the full 
program level and cost at a time when it has some discre- 
tion to make changes, rather than on a piecemeal basis. 
Congress would see the total funding requirement before 
the commitment was made and would not have to provide 
future budget authority for the same budget year program. 
The disadvantages of full funding included a possible in- 
crease of unobligated balances which would have to be 
monitored. GAO felt that the disadvantages would be 
minimal. Full funding the Family Planning Program would 

affect Congress in several ways. However, the effect would 
be minimal on disclosure of total costs and future control of 
spending, the two usual advantages of full funding. In addi- 
tion, some of the current annual program control by 
Congress would be lost. Therefore, GAO did not believe that 
the Family Planning Program was a prime candidate for full 
funding. 
Recommendations: The Secretary of Agriculture should ask 
Congress to draft legislation to establish a fully funded 
separate general fund appropriation account to fund the 
Rental Assistance Program. 

Agency Comments/Action 

The Department of Agriculture responded to Congress that 
it felt that the rental assistance program was fully funded 
since borrowing authority backed the total obligations en- 
tered. At the request of the Senate Appropriations Subcom- 
mittee on Agriculture and Related Agencies, GAO provided 
proposed language to legislation to bring about the recom- 
mended change in funding. 

Appropriations 

Housing programs - Department of Agriculture, Farmers 
Home Administration 

Appropriations Committee Issues 

The Committees should consider the issues raised in this 
report 



DEPARTMENTOFAGRICULTURE 

FAFtMERS HOME ADMINISTRATION 

The Farmers Home Administration’s Economic Emergency Loan Program Could Be More Effective 
(CED-80-84, 3-28-80) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Emergency Agricultural Credit Adjustment Act of 1978. 

The economic emergency loan program was authorized by 
the Emergency Agricultural Credit Act. A review of the loan 
files in 10 States indicated that the main purpose of the 
loans was to increase the borrowers’ current cash flow and 
assist with current operations. Loan proceeds did accom- 
plish these purposes but it was too soon to tell if the tem- 
porary loan program should be continued. 
Flndlngs/Conclusions: Indications were that the delinquen- 
cy rate on this program may be a problem and that only a 
small percentage of the loans were guaranteed. Discus- 
sions with Farmers Home Administration (FmHA) officials 
and bankers in a wide range of communities indicated that 
banks are referring borrowers for insured loans, since the 
banks generally prefer to handle short-term farm operating 
loans or consumer type loans at higher rates and shorter 
terns than those used in the guaranteed loan program. In- 
fonnation obtained in the review indicated that economic e- 
mergency loans were made because regular farm owner- 
ship or operating loans were limited or not available, or the 
loan amount exceeded the maximum limits for individual 
loans under regular loan programs. In some cases, eco- 
nomic emergency loans refinanced very recent land pur- 
chases because of limited farm ownership monies. Much of 
the economic emergency loan proceeds were used to refi- 
nance existing indebtedness on other loans, such as bank 
loans and Federal Government loans. 
Recommendations: The Secretary of Agriculture should 
direct the Administrator, FmHA, to (1) keep apprised of de- 
linquency rates and graduations to private credit since there 
were indications of a potential delinquency problem, (2) 
emphasize more bank participation in guaranteed loans, (3) 
explore whether the economic emergency loan program 
should continue to be, in effect, a supplement of the exist- 
ing farm ownership and operating loan programs or wheth- 

er raising the limits on those programs or having one com- 
bined program to cover the purposes of the present farmer 
loan programs would better meet the farmers’ needs, (4) 
seek guidance from the congressional legislative commit- 
tees on how long land should be held before it can be refi- 
nanced under this program, and (5) tighten agency regula- 
tions on credit elsewhere to bring them in line with the re- 
quirements of the farm ownership and operating loan pro- 
grams. The economic emergency loan program should be 
reexamined by FmHA withii a year, with particular attention 
given to the effects on farmers’ payback ability and overall 
financial situation, so that controls and guides may be es- 
tablished for future use to ensure that those who have the 
basic financial foundation can succeed. 

Approprlatlons 

Emergency loans - Department of Agriculture, Farmers 
Home Administration, Emergency Loan Division 

Approprlatlons Committee Issues 

The Farmers Home Administration is mandated by Sec. 
212 of P.L. 96-220 to reexamine the economic emergency 
loan program for farmers and report to Congress the study 
results by March 31, 1981. The report is to cover the opera- 
tion and effectiveness of loans made under the program 
and any recommendations by the Secretary of Agriculture 
for extending this lending authority beyond September 30, 
1981, or merging or combining this program with the regu- 
lar farm operating and ownership programs, which this pro- 
gram appeared to be supplementing at the time of the GAO 
review. The required report was sent to Congress on Au- 
gust 31, 1981. 
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DEPARTMENT OF AGRICULTURE 

FARMERS HOME ADMINISTRATION 

Limited-Resource Farmer Loans: More Can Be Done To Achieve Program Goals and Reduce Costs 
(CED-81-144, 8-31-81) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Consolidated Farm and Rural Development Act. Omnibus Budget Reconciliation Act of 1981 (P.L. 
97-35). Housing Act of 1949. P.L. 96-438. Farmers Home Administration Instruction 1924-B. H. Rept. 95-986. S. Rept. 
95-752. 

GAO reviewed the Farmers Home Administration (FmHA) 
program for providing low-interest rate loans to limited-re- 
source farmers to determine whether more supervision and 
technical assistance were needed to achieve program goals 
and whether improvements were needed to control costs 
and safeguard against misuse of program funds. 
Findings/Conclusions: GAO found that the management 
assistance provided to limited-resource borrowers has been 
inadequate and limited. As a result, borrowers will have a 
hard time meeting the program goals of increasing produc- 
tion, incomes, and living standards. Additionally, GAO 
found that FmHA did not always identify borrower 
weaknesses which needed attention or farm or financial 
management improvements or practices which needed de- 
velopment. Significant information was sometimes omitted 
from annual farm plans, and long-range planning was limit- 
ed or nonexistent. The importance of a record-keeping sys- 
tem was not always discussed. Farm visits were not always 
made, and yearend analyses of farm records were not al- 
ways made to determine progress, problems, and needed 
corrective actions. FmHA staffing has not been adequate to 
provide the level of assistance needed, and other Depart- 
ment of Agriculture agencies are not being used effectively 
to obtain additional assistance. FmHA has made limited-re- 
source loans to borrowers who were ineligible, and loan files 
were not always fully documented to support the loans. Be- 
cause the subsidies can be substantial, internal controls 
must be adequate to assure that only eligible borrowers re- 
ceive them. A good internal control system which separates 
the duties and procedures governing the authorization, 
preparation, review, and flow of transactions through the 
system is lacking. It may be possible to recapture interest 
subsidies on the loans from the appreciation in farm values 
when the farm is sold, transferred, or no longer farmed by 
the borrower. 
Recommendations: The Secretary of Agriculture should 
direct the FmHA Administrator to make more effective use 
of the resources available from other Department of Agri- 
culture agencies by establishing formal working agree- 
ments and referral systems, by performing joint farm plan- 
ning for existing and future limited-resource borrowers, and 
by reporting back to the Secretary on the progress and 
problems being encountered in obtaining such coopera- 
tion. The Secretary of Agriculture should direct the FmHA 
Administrator to revise FmHA instruction 1924-B to specify 
the priority to be given in supervising limited-resource bor- 
rowers. The Secretary of Agriculture should direct the 
FmHA Administrator to develop more appropriate technical 
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aids or forms to encourage more effective long-range plan- 
ning of a borrower’s farm operation and in planning and 
carrying out farm visits. The Secretary of Agriculture should 
direct the FmHA Administrator to emphasize to FmHA 
county officials the importance of recording in the Farm 
and Home Plan the actual results of the annual farm opera- 
tions. The Secretary of Agriculture should direct the FmHA 
Administrator to improve to the extent possible the FmHA 
internal control system in the limited-resource program by 
assuring that loan approval decisions are not made by 
those individuals responsible for processing the loan and 
documenting all the facts in support of loan approval. The 
Secretary of Agriculture should direct the FmHA Adrninis- 
trator to improve to the extent possible the FmHA internal 
control system in the limited-resource program by subject- 
ing the county supervisor’s decision to increase or continue 
present interest rates to review and concurrence by another 
individual or group. The Secretary of Agriculture should 
direct the FmHA Administrator to improve to the extent 
possible the FmHA internal control system in the limited-re- 
source program by using the review functions to assure 
compliance with FmHA documentation requirements. The 
Secretary of Agriculture, in an effort to reduce subsidy 
costs, should direct the FmHA Administrator to seek legisla- 
tion to permit the recapture of Federal subsidies on 
limited-resource farm ownership loans when the property is 
no longer farmed by the borrower, sold, or transferred. 

Agency Comments/Action 

FmHA program officials generally agreed with the thrust of 
the GAO recommendations and their comments were in- 
cluded in the report. Formal agency comments are not ex- 
pected until October 30, 1981. 

Appropriations 

Agricultural Credit Insurance Fund - Department of Agricul- 
ture, Farmers Home Administration 

Appropriations Committee Issues 

Subsidies on limited-resource farm ownership loans should 
be recaptured from the appreciation in farm real estate to 
reduce program cost. Also, FmHA should improve its inter- 
nal controls to safeguard against the misuse of program 
funds. For fiscal year 1981, Congress gave FmHA 200 addi- 
tional positions to improve borrower supervision and servic- 
ing but, as of May 1981, FmHA had made limited use of 



these additional positions to improve supervision and ser- 
vicing. FmHA needs to provide more supervision and ser- 
vicing to limited-resource farm borrowers to help them 
succeed. Although additional staff increases would help, 
FmHA should make more effective use of other USDA re- 
sources, such as the Cooperative Extension Service, to help 
limited-resource borrowers. FmHA program officials believe 
that the success of any endeavor will require emphasis 
directly from the Secretary of Agriculture. 
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DEPARTMENTOFAGRICULTURE 

FEDERAL GRAIN INSPECTION SERVICE 

Federal Export Grain Inspection and Weighing Programs: Improvements Can Make Them More Effective and 
Less Costly 
(CED-80-15, 11-30-79) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Agricultural Marketing Act (7 U.S.C. 1621 et seq.). Grain Standards Act (7 U.S.C. 71-87(h)). 

An evaluation was made of the official inspection and 
weighing systems for U.S. grain being exported to foreign 
buyers as they are implemented at U.S. export locations. 
The systems are required by the Grain Standards Act of 
1976 and are administered by the Federal Grain Inspection 
Service (FGIS). 
Findings/Conclusions: Foreign buyers perceived some im- 
provements in the quality and weights of U.S. grain ship- 
ments since the Act was passed. However, further improve- 
ments in the inspection and weighing programs are need- 
ed. The factors causing quality problems included: (1) the 
proportions of grain tested were not standardized and the 
standards allowed the presence of some insects, (2) inspec- 
tion procedures did not assure that all grain in a shipment 
was within grade requirements, (3) actual amounts of dock- 
age were in excess of the certified amounts due to rounding 
procedures, and (4) grain standards are too lenient. While 
the Act requires that all grain transferred into and out of an 
export elevator be officially weighed, grain companies op- 
pose paying for the high cost of inbound weight supervi- 
sion, particularly when the elevator already owns the arriving 
grain. GAO felt that weight supervision for truck and rail 
shipments could be reduced, with reasonable control over 
the accuracy of the weights being maintained. Many in- 
stances were noted where personnel were not performing 
their duties properly, and many deficiencies in the program 
can be attributed to the lack of proper training. The Depart- 
ment of Agriculture’s formal complaint system is inade- 
quate and a program which would provide systematic feed- 
back of destination quality and weight data is needed for 
improved monitoring of shipments. 

Recommendations: The Secretary of Agriculture should 
direct the Administrators of FGIS and the Foreign Agricul- 
tural Service to: establish procedures to standardize the pro- 
portion of grain tested for infestation and require that all in- 
fested grain be certified as such or fumigated; revise ship- 
loading instructions to prohibit the loading of offgrade grain 
in a shipment for multiple buyers; prohibit combining sam- 
ples unless the grain represented is mixed properly durivg 
loading; develop dockage certification instructions to assure 
uniform shipment quality and revise the grain standards to 
require that dockage grading be certified to the nearest 
one-tenth of a percent; modify the grain inspection moni- 
toring system to define and maintain an adequate level of 
inspector monitoring and develop a monitoring system to 
better serve field officials; require that inspection certificates 
issued in Canada be annotated, similar to those issued in 
the United States, when samples are obtained by means 
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other than a diverter-type sampler; develop and implement 
procedures and instructions for those weight monitoring 
activities not covered adequately by current FGIS instruc- 
tions, and for supervising weight monitoring performed by 
FGIS personnel and delegated State agencies at export lo- 
cations; require that personnel be adequately trained before 
they are assigned weight monitoring duties and strengthen 
the program for developing supervisors; revise inspection 
procedures to require that protein content be computed 
and reported on a standard moisture basis; use existing ex- 

port monitoring programs to monitor the efforts of the U.S. 
grain trade to improve the quality of exports of grain and 

grain products not covered by the Act and, if problems af- 
fecting U.S. foreign markets are found, FGIS should 

develop a voluntary inspection program for grain products 
and inform buyers that such a service is available and/or 
develop a legislative proposal to make rice exports subject 
to inspection and weighing requirements of the Act; give 
priority attention to further developing the system for col- 
lecting and analyzing quality and weight data obtained from 
foreign buyers with FGIS w&king with foreign buyers to im- 
prove their sampling techniques and grain analysis capabili- 
ties; develop a program for contacting major end-users on 
their views as to the quality of U.S. grain; and continue to re- 
vise the U.S. grain standards to better meet end-user re- 
quirenients. The Secretary should direct FGIS to research 
the need for restricting certain blending practices. 
Congress should amend the Grain Standards Act to provide 
the FGIS Administrator with the authority to reduce the 
amount of weight monitoring required on truck and rail 
shipments arriving at export elevators. This could be ac- 
complished by amending section 5(a)(2) of the United 
States Grain Standards Act (7 U.S.C. 87(a)(2)) to read as 
follows: “except as the Administrator may provide in emer- 
gency or other circumstances which would not impair the 
objectives of this Act, all other grain transferred out of and 
all grain transferred other than from a truck or railcar into 
an export elevator at an export port location shall be official- 
ly weighed in-accordance with such standards or pro- 
cedures; where grain is delivered to an export elevator at an 
export location by truck or railcar, the Administrator shall 
provide for supervision of weighing as defined in section 
3(y) of this Act.” 

Agency Comments/Action 

The agencies generally agreed with most of the recommen- 
dations and said that they were in the process of imple- 
menting some of them. FGIS differed, however, with the 



recommendations thatz (1) inspection instructions be re- 
vised to prohibit the loading of offgrade grain where a ship- 
ment is destined for multiple buyers; (2) the Act be amend- 
ed to reduce the requirement for monitoring the weighing 
of grain transferred into an export elevator; and (3) the pro- 
gram developed to monitor elevator inventories be cur- 
tailed. In October 1980, legislation was enacted which 
makes the official weighing of grain transferred into an ex- 
port elevator voluntary; FGIS implemented the change as of 
November 25, 1980. A reorganization of FGIS in Sep- 
tember 1981 sharply curtailed a number of program activi- 
ties, including the program developed to monitor export 
elevator inventories. 

Appropriations 

Salaries and expenses - Department of Agriculture, Federal 
Grain Inspection Service 
Inspection and weighing services - Department of Agricul- 
ture, Federal Grain Inspection Service 

Appropriations Committee Issues 

FGIS could further improve its inspection progam by revis- 
ing its procedures to require that protein content be com- 
puted and reported on a standard moisture basis, establish- 
ing procedures which standardize the proportion of grain 
tested for infestation, and revising the grain standards to re- 
quire that dockage grading results be certified to the 
nearest one-tenth of a percent and to better meet the end- 
users’ requirements. 
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DEPARTMENT OF AGRICULTURE 

FEDERAL GRAIN INSPECTION SERVICE 

Grain Znspection and Weighing Systems in the Interior of the United States--An Evaluation 
(CED-80-62, 4-14-80) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Grain Standards Act (7 U.S.C. 71). 

The Grain Standards Act made a number of substantive 
changes to improve the interior (nonexport) grain inspec- 
tion and weighing systems and authorized the Federal 
Grain Inspection Service (FGIS) to establish an interior 
grain weight supervision system. Under the existing sys- 
tems, the Administrator of FGIS designates agencies to pro- 
vide inspection and weight supervision services, licenses 
the agencies’ inspection and weight supervision personnel, 
and supervises the agencies’ operations. The Act also re- 
quired GAO and the Department of Agriculture (USDA) to 
study the systems and required GAO to submit a report 
recommending any changes to the Act Pursuant to that re- 
quirement, GAO evaluated the interior grain inspection and 
weighing systems. 
Findings/Conclusions: The overall structures of the existing 
systems should be retained. However, some additional im- 
provements are needed to strengthen the grain inspection 
and weighing services and FGIS controls over the services. 
Following passage of the Act, FGIS initiated action to 
correct improper rounding of grading results and “grade 
shaving” and insisted on legal arrangements to avoid or 
lessen the effects of conflicts of interest and thus protect in- 
spection agencies from grain company influence. The prin- 
cipal areas which still need improvement are (1) the estab- 
lishment and enforcement of clear and definitive standards 
for quality controls by grain inspection agencies; (2) the el- 
imination of improper sampling, especially by contract 
samplers; (3) control over grain sampling and grading ac- 
curacy. and (4) effective use of sample regrading results to 
identify and correct grading problems. In addition to the 
FGIS weighing system, the Association of American Raif- 
roads (AAR) operates a grain weighing system. Nearly all 
weight supervision on domestic rail shipments of grain in 
the interior are weighed under AAR supervision. Most of the 
users of the AAR system expressed satisfaction with its 
operation, and GAO concluded thaf although the AAR 
weight supervision system has some limitations and its 
service is not always available on all modes of transporta- 
tion, it serves the interests of the railroads and the grainin- 
dustry reasonably well. Some improvements were needed, 
however, in the FGIS grain weight supervision system. 
Recommendations: The Secretary of USDA should direct 
the Administrator of FGIS to (1) consult with the House and 
Senate Agriculture Committees on the promulgation of re- 
gulations specifying the criteria or conditions that must be 
met before the Adminisbator would implement mandatory 
official weighing or supervision of weighing at interior loca- 
tions where official inspection is provided, and (2) revise the 
program instructions for partial (Class Y) weight supervision 
to require that the weighing of at least 25 percent of the 
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conveyances or grain lots covered by Class Y weight super- 
vision certificates be observed each shift of each day that 
such certificates are to be issued. The Secretary should also 
direct the Administrator to establish clear and definitive 
standards for the quality controls that inspection agencies 
should maintain over their inspection operations and en- 
sure that the agencies comply with them; take prompt ac- 
tion to resolve the legal and other problems related to in- 
spection agencies’ use of contract samplers; periodically re- 
view FGIS followup procedures for detecting and deterring 
improper rounding and grade shaving to ensure that they 
are working properly in making future designations of in- 
spection agencies, carefully consider each agency’s past 
history of compliance with requirements as well as its 
demonstrated abilii to comply with FGIS quality control 
standards and to provide quality inspection services; 
develop and furnish guidance to FGIS field offices to ensure 
uniformity in the content and scoring of inspectors’ techni- 
cal competency examinations; budget specific staff-years 
for supervision and monitoring of inspection activities and 
ensure that adequate priority is given to this important func- 
tion to maintain a minimum level of coverage of each 
agency’s and licensed inspector’s work; implement a sam- 
ple selection methodology that ensures that the samples 
selected for regrading are representative of the total inspec- 
tions performed by each licensed inspector; develop criteria 
and provide guidance for use by FGIS field offices in identi- 
fying potential or actual grading problems and ensure that 
they make effective use of monitoring system data in identi- 
tying, investigating, and correcting inspection problems; 
and develop procedures and guidance for following up or 
investigating inspection-related problems, establish clear 
lines of authority for taking action against inspection agen- 
cies and licensees to correct problems identified, and 
develop a system of penalties or sanctions to be imposed 
against inspection agencies and licensees for violations of 
the Act, regulations, or other requirements, or for substan- 
dard performance. 

Agency CommenWAction 

Except for the recommendation to promulgate regulations 
on weighing, the Department has acted on all the GAO 
recommendations. in September 1981, however, the De- 
partment announced that FGIS would be reorganized and 
its staff reduced substantially. These actions, particuiarly the 
reduction in force, may jeopardize the FGIS abii to ade- 
quately follow through on some of the actions it took to irn- 
plement the recommendations. 



Appropriations 

Salaries and expenses - Department of Agriculture, Federal 
Grain Inspection Service 
Inspection and weighing services - Department of Agricul- 
ture, Federal Grain inspection Service 

Appropriations Committee Issues 

The Committees should inquire into the effect the FGIS 
reorganization and reduction in force will have on its capa- 
biii to follow through on the actions taken to implement 
the recommendations. 
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DEPARTMENTOFAGRICULTURE 

FOOD AND NUTRITION SERVICE 

How Good Are School Lunches? 
(CED-78-22, 2-3-78) 

Budget Function: Agriculture (0350) 
Legislative Authority: National School Lunch Act (42 U.S.C. 1458). 

The National School Lunch Act provides that lunches 
served by participating schools must meet standards 
prescribed by the Secretary of Agriculture. The type of 
lunch required by the Secretary, called the Type A lunch, 
contains specific quantities of various food types. The goal 
in requiring Type A lunches is to provide students, over 
time, with one-third of the recommended dietary al- 
lowances of specified nutrients published by the National 
Academy of Sciences. 
FindingslConclusions: lndependent laboratory tests showed 
that compliance with Type A requirements did not insure 
the achievement of one-third of recommended dietary al- 
lowances. Sample lunches from New York, Cleveland, and 
Los Angeles were significantly short in as many as 8 of the 
13 nutrients tested. Although microbiological tests showed 
that the lunches were safe to eat, testing and standards 
used by local authorities varied considerably, and there 
were no Federal procedures or standards for microbiologi- 
cal testing in the program other than for milk. At least 40 
percent of a random sample of lunches served in New York 
Cii during a 6-week test period did not comply with Type A 
requirements. The Department of Agriculture has acknowl- 
edged that compliance with Type A requirements is a na- 
tionwide problem and plans to make changes in its regula- 
tions. The Department should modify the requirements for 
school lunches beyond the changes recently proposed. 
Recommendations: The Department of Agriculture should 
give consideration to alternative requirements for the 
school lunch program. It should develop explicit instruc- 
tions on how and when Federal, State, and local monitoring 

of compliance is to be performed; check to see that instruc- 
tions are being followed and determine if Federal require- 
ments are being met and stop Federal reimbursement in 
cases where noncompliance with Federal requirements is 
not promptly corrected. 

Agency Comments/Action 

The Food and Nutrition Service has implemented the 
recommendations concerning promoting nutrition educa- 
tion to reduce plate waste, encouraging State and local au- 
thorities to improve school lunch facilities and atmosphere, 
and encouraging school lunch facilities to use decentralized 
meal planning to meet the tastes of children from various 
cultural and ethnic backgrounds. The Service has instituted 
a new management evaluation system to test whether meal 
pattern requirements are being followed. 

Appropriations 

Child nutrition programs - Department of Agriculture, Food 
and Nutrition Service 

Appropriations Committee Issues 

The Committees should inquire into whether the Depart- 
ment, as part of its new management evaluation system, 
has devised a standardized method or methods for States 
to use to determine whether a school food authority is serv- 
ing school meals that comply with program requirements. 
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DEPARTMENTOFAGRICULTURE 

FOOD AND NUTRITION SERVICE 

The @e&l Supplemental Food Program for Women, Infants, and Children (WZC)--How Can It Work Better? 
(CED-79-55, 2-27-79) 

Budget Function: income Security: Public Assistance and Other Income Supplements (0604) 
Leglslatlve Authority: Child Nutrition Act of 1966 (42 U.S.C. 1786). Child Nutrition Amendments of 1978 (P.L. 95-627); 92 
Stat 3606). Medicare-Medicaid Anti-Fraud and Abuse Amendments (42 U.S.C. 1305). 

A followup review of the Special Supplemental Food Pro- 
gram for Women, Infants, and Children (WIG), Department 
of Agriculture, was conducted. 
Findings/Conclusions: Many local WlC programs provided 
needed health services and operated as adjuncts to good 
health care as Congress intended, but others did not. In ad- 
dition, required professional assessments of applicants’ nu- 
tritional status were not made in some locations; States 
used different criteria for judging whether applicants were 
nutritional risks and eligible for the program; supplemental 
food packages seldom were tailored to participants’ individ- 
ual nutritional needs; nutrition education and program eval- 
uation had not received the priority and attention they 
deserve; and program regulations contained provisions 
hindering effective evaluations. Weaknesses in these areas 
have resulted in some local programs operating mostly as 
food distribution programs, similar to the food stamp pro- 
gram, without being directly related to participants’ health 
status. 
Recommendations: The Secretary of Agriculture should 
take a number of actions addressing (1) the availability of 
health services in existing and planned program areas, (2) 
program coordination with the Department of Health, Edu- 
cation, and Welfare, (3) nutritional risk assessments, (4) 
tailoring of food packages, (5) nutrition education, (6) pro- 
gram evaluation, and (7) access to medical information. 
Authorizing WIG legislation should be revised to clearly re- 
quire that participants receive needed health services where 
such services are available, accessible, and acceptable, with 
possible exceptions based on participants’ religious beliefs. 

Congress should also address the problem of whether the 
benefits of the food supplement part of the program alone 
warrant its expansion into areas where needed health serv- 
ices cannot be delivered. 

Agency Comments/Action 

The Food and Nutrition Service has taken some action on 
the recommendation concerning the availability of health 
services in existing and planned program areas and has 
proposed changes dealing with the recommendations on 
food package tailoring, nutrition education, and program 
education. The Service has implemented the recommenda- 
tions concerning the timing of nutritional risk assessments, 
development of uniform nutritional risk criteria, and access 
to medical information. 

Appropriations 

Special supplemental food programs (WIG) - Department 
of Agriculture, Food and Nutrition Service 

Appropriations Committee Issues 

In view of the budget ceiling placed on the WlC program by 
the Omnibus Budget Reconciliation Act of 1981, the Com- 
mittees should inquire into whether the budget ceiling will 
require that a priority system be established whereby the 
program would allow the most needy to participate and 
would avoid enrolling participants whose nutritional risk 
and/or income limitations are less serious. 

199 



DEPARTMENTOFAGRICULTURE 

FOOD AND NUTRITION SERVICE 

Child Care Food Program: Better Management Will Yield Better Nutrition and Fiscal Integrity 
(CED-80-91, 6-6-80) 

Budget Function: Income Security: Public Assistance and Other income Supplements (0604) 
Legislative Authority: Child Nutrition Amendments of 1978 (P.L. 95-627; 92 Stat. 3603). 7 C.F.R. 226. 

The Child Care Food Program was established to improve 
the nutritional levels of the diet of the Nation’s children, pri- 
marily preschool children. The Food and Nutritional Serv- 
ice’s regional offices administer the program when State 
education agencies or other State agencies are unwilling or 
unable to do so. Public or private nonprofit organizations 
manage the program locally. Meals are provided by day 
care centers or in family or group day care homes. The pro- 
gram has grown significantly since its inception in 1969, 
and participation is expected to increase. GAO visited 98 
sponsors and 115 feeding sites in four States during its 
study of the program’s management. 
Findings/Conclusions: GAO felt improved management of 
the program is essential if substandard meals, unhealthy 
feeding site conditions, and questionable financial account- 
ability are to be improved. During the GAO study, delivery of 
services and financial accountability were found unaccept- 
able. The impact of recent legislation providing for the ex- 
pansion of the program needs assessment. The manage- 
ment of State and regional program offices needs improve- 
ment as lack of personnel hampers program administra- 
tion. Regional oversight must also be improved. 
Recommendations: The Secretary of Agriculture should 
direct the Administrator, Food and Nutrition Service, to 
eliminate the conditions which prevent program partici- 
pants from receiving nutritious meals in healthy environs. 
Specifically, the Secretary should require the Administrator 
to establish an effective system to monitor feeding site con- 
ditions and compliance with Department of Agriculture 
meal standards. Also, the Secretary should direct the Ad- 
ministrator to: determine that the Service’s new fiscal guide- 
lines are completed in accordance with sound accounting 
and auditing principles and other appropriate Federal 
guidelines, including applicable GAO standards, and that 
program personnel are trained in their use; develop a sys- 
tem for monitoring the activities of the Service’s regional of- 
fices and State agencies; and develop effective headquar- 
ters information systems to enhance program planning, 

policy development, and guidance. To provide Congress 
with some assurance that program expansion is carried out 
effectively and efficiently, the Secretary should be certain 
that: current and future resources at all levels necessary to 
assure the nutritional and financial integrity of the Child 
Care Food Program are identified, an action plan for achiev- 
ing mandated program expansion is developed, and the 
results of these efforts are communicated to the approp- 
riate congressional committees. Further, to encourage 
States to retain responsibility for program management, the 
Secretary should identify for Congress measures which 
would support State program management and encourage 
States that had relinquished program control to resume 
responsibility. In addition, the Secretary should closely over- 
see State activities to identify obstacles to sound program 
management and to provide assistance in overcoming 
them. 

Agency Comments/Action 

The Department made regulatory changes; instituted more 
comprehensive management evaluation techniques; and 
developed new publications which focus on program man- 
agement at the State agency, institution, and facility levels to 
correct the problems cited in the report. 

Appropriations 

Child nutrition programs - Department of Agriculture, Food 
and Nutrition Service 

Appropriations Committee Issues 

The Committees should inquire into the Department’s 
progress in implementing the regulatory changes dealing 
with site conditions, meal standards, management evalua- 
tion techniques, and program management at the State Iev- 
el. 



DEPARTMENTOFAGRICULTURE 

FOOD AND NUTRITION SERVICE 

Major Factors Znhibit Expansion of the School Breakfast Program 
(CED-80-35, 6-16-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Child Nutrition and School Lunch Act Amendments of 1975 (42 U.S.C. 1773). 

The School Breakfast Program has not grown as quickly as 
Congress anticipated. Expansion has been hampered by: 
local attitudes toward the program and perceptions of local 
needs and responsibilities: program costs that exceed max- 
imum Federal reimbursement; low participation, especially 
among teenagers; operating problems; and insufficient 
and/or misdirected promotion efforts. Legislation which 
was proposed requiring schools to provide breakfast pro- 
grams if 50 percent of their students were eligible for free or 
reduced-price meals was rejected. Instead, Congress reaf- 
firmed its position that programs should be made available 
in all schools where needed to provide adequate nutrition to 
students. Expansion of the program has been impeded by 
local opinions such as: the contention that a good breakfast 
is a family, not a school, responsibility; belief that the 
school’s primary function, education, is weakened by the 
burden of the administration of such auxilliary functions; 
and the view held by many people that the program is pri- 
marily for children of low-income families and is not needed 
when a small proportion of such children are in a school. 
Low participation in the program raises questions about the 
need for the program, and may raise program costs. 
Present nutritional information systems are not adequate 
for deciding whether students are nutritionally needy. 
Financial losses seriously inhibit program growth as do vari- 
ous operational problems concerning bus and class 
schedules, food preparation and serving facilities, and su- 
pervision. The public information program for making the 
schools and public more aware of the breakfast program 
has been ineffective. 
FlndirigslConclusions: A Federal mandate for school break- 
fast programs would be inappropriate. Although the School 
Breakfast Program is supposed to be targeted to the nutri- 
tionally needy, no data or criteria have been developed to 
determine which children would be affected. When operat- 
ing costs are a barrier to growth of the program, the prob- 
lem is not as readily solvable as some other operating prob- 
lems. Participation in ongoing breakfast programs is low in 
most cases, even where sizeable numbers of students are 
from low-income families. The Federal role should be one 
of ensuring that parents and school officials are made 

aware of the program, its goals, and the degree of support 
the Federal Government offers. It is important to ensure that 
the local community has a voice in the decision of whether 
to provide a breakfast program or not. Congress has em- 
phasized the need for better public information about the 
program, but it is too early to tell if the agency’s response 
will be effective. 
Recommendations: The Secretary of Agriculture should re- 
quire that each school district, as part of its annual survey to 
determine which students qualify for free or reduced-price 
meals or through other effective means, determine whether 
parents are interested in establishing a school breakfast 
program. The results should be made public and given to 
the local school governing body to help it in deciding 
whether to start a breakfast program. Also, the Secretary, in 
consultation with the Secretary of Health and Human Serv- 
ices, should require that meaningful criteria be established 
and information gathered on the nutritional status of school 
children to provide a sounder basis for administering 
school food programs. 

Agency Comments/Action 

The Department of Agriculture has undertaken a major na- 
tionwide study involving 9,000 children in 100 schools to 
measure the effects that school feeding programs have on 
participants’ nutritional status. The Department has institut- 
ed a new management evaluation system designed to 
closely monitor management performance as well as effec- 
tively monitor the use of Federal funds. 

Appropriatlons 

Child nutrition programs - Department of Agriculture, Food 
and Nutrition Service 

Appropriations Committee Issues 

The Committees should inquire into the progress of the na- 
tionwide nutritional status study and the new management 
evaluation system. 
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DEPARTMENT OF AGRICULTURE 

FOOD AND NUTRITION SERVICE 

Observations on Selected Aspects of School Lunch Program Administration 
(CED, 5-22-81) 

Budget Function: income Security: Public Assistance and Other Income Supplements (0604) 

A limited survey was conducted at three Pennsylvania 
school districts to obtain background information on select- 
ed aspects of school lunch program procedures for obtain- 
ing Federal reimbursement for lunches served. 
Findings/Conclusions: All 13 elementary schools in one of 
the districts used monthly milk consumption records to 
determine the number of free lunches served during the 
month. Using such records could affect the accuracy of the 
count of free lunches. An envelope system is used to collect 
the lunch fees from the students, with those receiving a free 
lunch turning in an empty envelope. This system could be 
modified to more accurately count the number of free, 
reduced-price, and full-paid lunches served. Both schools 
in another school district were destroying meal tickets and 
daily tally sheets shortly after the meals were served, thereby 
making reported meal counts difficult to verify. Service re- 
gulations generally require that records supporting claims 
for Federal reimbursement be retained For 3 years. This dis- 
trict also included, as a cost of food used in its school 
menus, the estimated value of Government-donated com- 
modities. Using these values as a basis for Federal reim- 
bursement is improper since the schools do not pay for the 
commodities. Salaries of employees who were only partially 
involved or who were not involved at all were improperly 
charged to the State Administrative Expense fund. 
Recommendatfons: The Administrator of the Food and Nu- 
trition Service, Department of Agriculture, should take ap- 
propriate measures to resolve the problems caused by (1) 
use of milk consumption records by the Reading School 

District to determine the numbers of free lunches served 
each month; (2) destroying meal tickets and daily tally 
sheets, showing the number of free, reduced-price, and 
full-paid meals served, in the Bristol Borough School Dis- 
trict; (3) Bristol Borough School District’s inclusion, as a 
cost of food used in its schools menus, of the estimated 
value of Government commodities; and (4) the charging of 
total salary costs to the State Administrative Expense (SE) 
fund of State employees who were only partially involved or 
not involved at all in activities properly chargeable to SAE. 

Agency Comments/Action 

The Food and Nutrition Service has instructed its Mid- 
Atlantic Region to determine the causes of the deficiencies 
cited in the report. The schoq! districts involved are to take 
corrective actions to resolve the deficiencies. The State 
agency is taking the steps necessary to resolve the problem 
associated with the allocation of staff time to State adminis- 
trative expense funds. 

Appropriations 

Child nutrition programs - Department of Agriculture, Food 
and Nutrition Service 

Appropriations Committee Issues 

The Committees should inquire into the Service’s efforts to 
ensure that other States are not improperly charging staff 
time to State administrative expense funds. 
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DEPARTMENTOFAGRICULTURE 

FOOD AND NUTRITION SERVICE 

More Can Be Done To Improve the Department of Agriculture’s Commodity Donation Program 
(CED-81-83, 7-9-81) 

Budget Function: Income Security public Assistance and Other Income Supplements (0604) 
Legislative Authority: Agricultural Adjustment Act Agricultural Act of 1949 (7 U.S.C. 1431). School Lunch Act (42 U.S.C. 
1755). 7 C.F.R. 210.7 C.F.R. 250.2.7 C.F.R 250.4(h). P.L. 95-166. P.L. 96-528. Food and Nutrition Service HandbookSOl. 
7 U.S.C. 612~. 42 U.S.C. 1762a. 

In fiscal year 1980, State and local programs to feed stu- 
dents, the elderly, needy families, and others received over 
8900 million worth of food through the Department of 
Agriculture’s (USDA) commodity donation program. About 
90 percent of the donated food was for the school lunch 
program administered by the Food and Nutrition Service 
(MS). Two other USDA agencies provide the commodities. 
Findings/Conclusions: USDA has not fully and accurately 
determined users’ commodity needs, and States order 
commodities without determining user needs or prefer- 
ences. GAO recognizes the difficulty of balancing the pro- 
gram objective of purchasing commodities for surplus re- 
moval and price support with the objective of purchasing 
commodities that user agencies prefer and need. However, 
GAO believes that improvements can be made. At times, 
commodities are received too late for use or without ad- 
vance notice. Occasionally, recipients have to purchase 
food items locally which they would normally receive 
through the program. USDA allows States to restrict the 
mode of transportation to truck or rail, which can result in 
excessive transportation charges. The Department should 
consider increased use of the free-on-board (FOB) destia- 
tion basis for procurement It has been suggested that the 
commodity donation program be replaced with a cash or 
letter-of-credit voucher system. This would allow recipient 
agencies to purchase desired food items locally using cash 
or credit vouchers provided by the Department Opponents 
fear a possible increase in opportunities for fraud and a- 
buse, an increase in program costs, and a lessening of mar- 
ket surplus response capabiii. GAO believes that testing 
should provide Congress with needed data on the pros and 
cons of the alternative systems. 
Recommendations: The Secretary of Agriculture should 
evaluate the potential and actual effects of the USDA sec- 
tion 32 commodity purchases on the market prices and 
quantities available. The Secretary of Agriculture should es- 
tablish specific procedures and a required reporting format 
to ensure that school districts’ views on ?ommodity prefer- 
ences and needs are fully, accurately, and uniformly reflect- 
ed in reports sent to State educational agencies by the State 
food distribution advisory councils. The Secretary of Agri- 
culture should specifically show in the annual purchase 
plan how user needs and preferences affect the amount of 
funds that may be spent on commodity purchases. Analy- 
ses should be included showing the weights given such fac- 
tors as commodity availability, market prices, and fund 
availability. The Secretary of Agricukure should require 
State distributing agencies to order commodities for recipi- 

ent agencies based on demonstrated use and need rather 
than judgment and personal opinion. The Secretary of 
Agriculture should revise appropriate program regulations 
to require FNS to develop a formal monitoring system set- 
ting forth data to be maintained by State distributing and re- 
cipient agencies, how the data should be analyzed, and who 
is responsible for the analyses. The Secretary of Agriculture 
should require that all recipient agencies maintain perpetual 
book inventories; take periodic physical inventories and 
submit the results to the State along with copies of the 
source documents used; explain any diierences between 
physical inventory counts and perpetual inventory balances; 
and develop and report monthly to State distributing agen- 
cies data showing, at a miniium, (1) beginning inventory, 
(2) commodities received during the month, (3) commodi- 
ties used during the month, (4) ending inventory, and (5) 
the value of commodities used per meal prepared. The 
Secretary of Agriculture should direct MS to develop a 
monitoring plan to be followed by State distributing agen- 
cies in monitoring commodity inventory levels at recipient 
agencies. The plan should require that, at a minimum, the 
State agencies (1) analyze monthly inventory reports sub- 
mitted by the recipient agencies to identify excess and/or 
low inventory levels, poor inventory controls, and ineffective 
use of commodities; (2) identify causes of the problems, 
recommend positive action to alleviate them, and follow up 
to determine that corrective action is taken: and (3) visit a 
specified number of recipient agencies each year to take a 
physical inventory and review inventory control procedures. 
The Secretary of Agriculture should direct FNS to fully 
evaluate commodity inventory levels at the State distribut- 
ing agencies by developing a monitoring plan that (1) re- 
quires States to continue to report commodity inventory 
levels as well as inventory levels in State-owned or -leased 
storage facilities, and to report inventory levels by program: 
(2) identifies the monitoring responsibilities of FNS head- 
quarters and its regional offices; (3) specifies how those in- 
volved in monitoring should analyze the State inventory 
data and establishes reasonable timeframes for completing 
the analyses; and (4) specifies actions to be taken when 
MS identifies problems with untimely, inaccurate, or in- 
complete reporting, excessive inventories, or lack of ade- 
quate inventory controls. The Secretary of Agriculture 
should direct FNS to require that States develop pro- 
cedures for distributing commodities to recipient agencies 
based on reported needs rather than allocating commodi- 
ties based on the number of meals served. The Secretary 
of Agriculture should (1) revise USDA procedures to require 

203 



that shippers provide specific written documentation 
reqarding their inability to supply needed transportation and 
dates when the vendor requested transportation; (2) em- 
phasize to the Agricultural Stabilization and Conservation 
Service the need to completely review vendor appeal cases 
and to sufficiently document its actions; (3) monitor FNS 
regional office efforts in getting States to adopt greater flexi- 
bility in the way they take delivery on commodities and, if 
necessary, require States to annually update their delivery 
capabilities; and (4) monitor the FOB-destination procure- 
ment of fruits and vegetables for the needy family program 
and, where cost-justified, expand such procurement of 
fruits and vegetables to other programs receiving donated 
commodities. 

Agency Comments/Action 

USDA said that it is difficult to totally balance the seemingly 
conflicting objectives of the donation program to purchase 
commodities for surplus removal and price-support pur- 
poses with the need to meet recipient agencies’ preferences 
and needs. Nevertheless, in its October 1981 statement of 
actions taken on the recommendations, USDA outlined the 
actions it has taken or plans to take to correct the problems 
to which the recommendations are directed. 

Appropriations 

Child nutrition programs, special supplemental food pro- 
grams, food donations program, and food program admin- 
istration - Department of Agriculture, Food and Nutrition 
Service 
Funds for strengthening markets, income, and supply (sec- 
tion 32) - Department of Agriculture, Food Safety and In- 
spection Service 



DEPARTMENT OF AGRICULTURE 

FOOD AND NUTRITION SERVICE 

Insights Gained in Workfare Demonstration Projects 
(CED-81-117, 7-31-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Food Stamp Act of 1977. HR. 3603 (97th Cong.). S. 1007 (97th Cong.). 

The Food Stamp Act of 1977 requires that the workfare 
concept, in which food stamp recipients will be required to 
work on public service jobs for the value of their food stamp 
benefits, be tested in 14 pilot projects. GAO reviewed the 
first year’s operation of the Food Stamp Workfare Demon- 
stration, focusing on the operating results of seven demon- 
stration sites, problems in measuring workfare benefits and 
costs, and the need for legislative and administrative 
changes that would help provide a more effective and effi- 
cient workfare operation. 
Findings/Conclusions: GAO found that the maximum 
benefits available to the program were not realized because 
of shortcomings in Federal and local project design and ad- 
ministration. GAO suggested changes to increase house- 
hold participation in workfare and help achieve workfare’s 
basic objectives of: (1) deterring program participation by 
those who could work, but choose not to; (2) securing 
some repayment to taxpayers by those who are needy and 
receive assistance; and (3) introducing individuals to the 
work environment. Twenty-five percent of the program par- 
ticipants were in four categories which GAO did not believe 
merited automatic exemption from workfare. These 
categories were the participants in the Aid to Families with 
Dependent Children Work Incentive Program, recipients of 
unemployment insurance benefits, students, and members 
of households whose earned incomes were equal to or 
greater than their monthIy food stamp benefits. As most 
households’ workfare obligations were less than 5 days a 
month, it seemed unlikely that workfare obligations would 
be a problem to these recipients. GAO found that a 30-day 
job search period given to new referrals to the program al- 
lows some participants to receive food stamp benefits for 2 
months before being assigned to a workfare job. It found 
that workfare sanctions are not effective deterrents to work- 
fare noncompliance and need to be tiengthened. Also, the 
cost effectiveness of workfare was not determinable, and 
there was inadequate reporting to Congress on improve- 
ments needed in the program design and admiiistrative 
procedures. 
Recommendations: The Secretary of Agriculture should 
modify workfare program regulations and administrative 
procedures to require that eligible participants be inter- 
viewed and assigned to public service jobs as soon as pos- 
sible with approved exceptions onIy where large jurisdic- 
tions would encounter massive administrative burdens 

without a phase-in approach; require participating jurisdic- 
tions to randomly verify participants’ reasons for not ap- 
pearing for an interview or job assignment; require that par- 
ticipants not having a good reason for not completing their 
workfare obligation be immediately sanctioned; establish 
work standards for workfare assignments and impose sanc- 
tions for clearly substandard performance; and require that 
project design not restrict work benefits and provide for 
continuity of project operations. The Secretary of Agricul- 
ture should’establish and implement an effective system for 
gathering information on all real benefits being achieved 
from the workfare demonstration, whether measurable in 
terms of dollars or not, to give a more accurate account of 
workfare’s actual and potential benefits. Such benefits 
should include the value of work lost because sites did not 
immediately identify and assign eligible able-bodied per- 
sons to work when the demonstration began, as well as the 
impact of the demonstration on Food Stamp Program par- 
ticipation. The Secretary of Agriculture should obtain 
meaningful cost data to show what costs would be incurred 
in a regular, ongoing workfare program, as distinguished 
from a demonstration. The Secretaries of Agriculture and 
Labor should keep Congress fully informed abaut the prob- 
lems and results of the workfare demonstration. 

Agency Comments/Action 

While USDA agreed that changes were needed in workfare 
program operations, no substantial revisions have been 
made for the extended demonstration phase. GAO believes 
that the recommended changes are necessary to achieve a 
fair test of the realizable benefits from the workfare concept. 

Appropriations 

Food Stamp Program and food program administration - 
Department of Agriculture, Food and Nutrition Service 

Appropriations Committee Issues 

The workfare concept is one of several methods that can be 
used to help control dollar growth of the Food Stamp Pro- 
gram. The Committees should inquire into USDA efforts to 
increase the number of hours worked and to deny benefits 
to those who are unwilling to work 
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DEPARTMENT OF AGRICULTURE 

FOOD AND NUTRITION SERVICE 

Efforts To improve School Lunch Programs-Are They Paying Off? 
(CED-81421, 9-9-H) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legtslative Authority: School Lunch Act (42 U.S.C. 1751 et seq.). Child Nutrition Act (42 U.S.C. 1779). Omnibus Budget 
Reconciliation Act of 1981. 

School food service programs across the Nation, especially 
in high schools, are having difficulty in effectively providing 
lunches to the Nation’s children. Many programs are faced 
with increasing meal costs, declining student participation, 
plate waste, and unanswered questions about the nutrients 
in the meals. GAO reviewed seven school districts to deter- 
mine if their innovative approaches were solving or aggra- 
vating problems in the lunch program. 
Findings/Conclusions: None of the high school lunch for- 
mats reviewed met the program’s recommended dietary al- 
lowances even though the lunches as offered, on the aver- 
age, met or exceeded the amounts of food required by the 
Department of Agriculture. Because students also eat at 
other times of the day, there may be no health risk associat- 
ed with these nutrient deficiencies. Upgrading the lunches’ 
nutritional quality to meet all the goals may be difficult and 
may not be feasible in all cases because attempts to im- 
prove nutrition may adversely affect participation, cost, and 
plate waste. A test of a computer assisted nutrient standard 
system of meal planning is being conducted to develop 
menus based on nutritional value of foods rather than the 
meal pattern. A review of program regulations called for in 
the Omnibus Budget Reconciliation Act of 1981 could have 
an important impact on the nutrient content of school 
lunches and on program goals. Offering high school stu- 
dents a greater food selection and improving the eating en- 
vironment seem to increase program participation. GAO 
found less plate waste in programs using the fast-food for- 
mat versus the conventional format and that offering a 
variety of foods from which students may choose helps to 
reduce plate waste. Having fast-food and salad formats, in 
addition to the conventional format in a lunch program, 
does not necessarily increase costs. However, school lunch 
costs in the school districts which GAO reviewed continually 
increased from school years 1976-77 through 1979-80. 
Recommendations: The Secretary of Agriculture should 
take a fresh look at Agriculture’s one-third recommended 
dietary allowance (RDA) goal for school lunches and decide 

whether the achievement of some specified goal, such as 
one-third RDA, within acceptable limits of plate waste, cost, 
and student participation is considered unnecessary or im- 
practical, and whether the goal should be dropped and the 
program should operate simply on the basis of providing a 
variety of foods within a specified meal pattern or some oth- 
er achievable criteria. The Secretary should also decide 
whether the serving of lunches that will provide either one- 
third or some other specified percentages of the RDA’s over 
time is considered important for students’ nutritional well- 
being, and whether ways must be developed to ensure that 
the goal is essentially met within acceptable limits of plate 
waste, cost, and student participation. This could involve: 
requiring that different quantities of food be served to dif- 
ferent age groups, specifying certain foods that must be 
served, expanding the menu planning guide to include lists 
of foods for nutrients not currently listed, providing guid- 
ance on how to incorporate certain hard-to-get nutrients 
into the lunches, providing guidance on minimizing loss of 
nutrients through preparation and storage, and/or imple- 
menting the computer assisted nutrient standard menu 
planning system nationwide after working with school dis- 
tricts currently testing the system to reduce the differences 
in expected and actual nutrient content of computer- 
planned meals. Other ways to achieve an RDA goal should 
be explored within Agriculture and with school food authori- 
ties and recognized experts in nutrition and food service. 

Agency Comments/Action 

The Department of Agricujture issued proposed regulations 
on September 4,198l. These regulations changed some of 
the portion size requirements in the meal pattern and added 
to the creditable substitutions. The goal of one-third RDA 
was dropped. However, on September 25, 1981, the pro- 
posed regulations were withdrawn due to negative publicity, 
and Agriculture is currently making changes with plans to 
reissue the regulations at an as yet unspecified date. 
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DEPARTMENT OF AGRICULTURE 

FOOD SAFETY AND INSPECTION SERVICE 

A Better Way for the Department of Agriculture To Inspect Meat and Poultry Processing Plants 
(CED-78-11, 12-9-77) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Legislative Authority: Federal Meat Inspection Act (21 U.S.C. 601 et seq.) Poultry Products Inspection Act (21 U.S.C. 451 et 
seq.). Federal Food, Drug, and Cosmetic Act (21 U.S.C. 301 et seq.). Agricultural Marketing Act of 1946 (7 U.S.C. 1621 et 
seq.). Fish and Wildlife Act of 1956 (16 U.S.C. 742a et sea.: P.L. 87-718; 70 Stat. 663; 7 U.S.C. 450). 50 C.F.R. 260.97(d). 
50’6.F.~. 260.103(f). 9 C.F.R. 3i8.4a. 

. 

The Federal meat and poultry inspection program provides 
for inspection of meat and poultry products moving in inter- 
state and foreign commerce. Inspection is essential to pro- 
tect the health and welfare of consumers and is carried out 
at slaughter and processing plants. The total Federal meat 
and poultry inspection cost increased from about $135 mil- 
lion in 1970 to about $242 million in 1976, an increase of 
79 percent. 
Findings/Conclusions: Under current procedures of the De- 
partment of Agriculture’s Food Safety and Quality Service, 
which was renamed the Food Safety and Inspection Service 
in June 1981, most processing plants are inspected daily, 
even though an inspector may only spend a few hours each 
day at a plant. The Service’s inspection resources could be 
used more efficiently and effectively if inspection frequency 
at processing plants was tailored to the inspection needs of 
individual plants. Periodic unannounced inspections would 
allow the Service to inspect more plants or inspect plants 
needing upgrading more frequently. Upgrading certain 
plants would provide greater assurance that consumers are 
getting wholesome, unadulterated, and properly branded 
products. Any system of periodic unannounced inspections 
should require an in-plant quality-control system. The au- 
thority to require plant managements to develop and carry 
out adequate, reliable quality-control systems should be 
coupled with authority to apply strong penalties or sanc- 
tions when plant managements fail to carry out their 
responsibilities under these systems. 
Recommendations: Congress should amend the Federal 
Meat Inspection Act and the Poultry Products Inspection Act 
to authorize the Secretary of Agriculture to: make periodic 
unannounced inspections of meat and poultry processing 
plants; require meat and poultry processing plants to 
develop and implement quality-control systems; and with- 
draw inspection or impose civil penalties of up to $100,000 
for processing plants failing to take appropriate action when 
the quality-control system identifies a deficiency or when 
plants fail to comply with inspection requirements. If 
Congress amends the Acts, the Secretary should develop 
criteria for deciding the optimal inspection frequency for in- 
dividual processing plants and for assessing penalties 
within the provisions of the Acts. The Secretary should, in 

cooperation with industry, develop criteria for determining 
the quality-control systems needed at various types and 
sizes of processing plants. 

Agency Comments/Action 

On August 15, 1980, the Department published amend- 
ments to its meat and poultry inspection regulations (9 
C.F.R. 318 and 381, effective September 15, 1980) which 
authorize voluntary quality-control systems for meat and 
poultry processing plants. In this publication, the Depart- 
ment said that it had considered the 1977 GAO recommen- 
dation for mandatory quality-control systems and had de- 
cided to hold in abeyance any immediate effort to seek the 
necessary legislative authority. According to Department of- 
ficials, the Department based this decision on the belief that 
neither it nor the industry as a whole had sufficient technical 
data and knowledge to implement an industry-wide, man- 
datory program. GAO repeated the recommendation to 
Congress in an April 16, 1981, report entitled “Department 
of Agriculture Should Have More Authority To Assess User 
Charges” (CED-81-49). In its July 17, 1981, statement of 
action taken on the recommendation, the Department said 
that it was experimenting with and studying quality-control 
systems and that mandatory participation at this time was 
premature. 

Appropriations 

Salaries and expenses and refunds, inspection and grading 
of farm products - Department of Agriculture, Food Safety 
and Inspection Service 

Appropriations Committee Issues 

Inflation and Federal takeover of State inspection programs 
have been and will continue to be the major factors contrib- 
uting to rising Federal inspection costs. These rising costs 
will continue unless Agriculture changes its basic approach 
to inspections. By tailoring inspection frequency to the in- 
spection needs of individual processing plants, Agriculture 
could utilize its inspection resources not only more efficient- 
ly but also more effectively. 
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DEPARTMENT OF AGRICULTURE 

FOOD SAFETY AND INSPECTION SERVICE 

Improving Sanitation and Federal inspection at Slaughter Plants: How To Get Better Results for the Inspection 
Dollar 
(CED-81-118, 7-30-81) 

Budget Function: Agriculture: Agricultural Research and Services (0352) 
Leglslative Authority: Meat Inspection Act (21 U.S.C. 601 et seq.). Poultry Products Inspection Act (21 USC. 451 et seq.). 

GAO reviewed the administration of the Federal Meat In- 
spection Act and the Poultry Products Inspection Act by the 
Department of Agriculture’s Food Safety and Inspection 
Service (FSIS) at meat and poultry slaughter plants that do 
business in interstate commerce. Certaimareas were identi- 
fied in which FSIS could improve inspection activities and 
plant managers could better carry out their responsibilities 
to assure that slaughter plant operations are sanitary and 
that meat and poultry products are wholesome, unadul- 
terated, and properly marked. 
Findings/Conclusions: Those areas needing improvement 
included: (1) sanitation; (2) pest control; (3) plant water sys- 
tems; (4) product acceptance testing programs; (5) ante- 
mortem and post-mortem examinations: and (6) controls 
over condemned and inedible materials. Unannounced 
visits were made to 62 randomly selected meat and poultry 
slaughter plants in six States to evaluate plant and inspec- 
tion staff compliance with inspection program require- 
ments. Nearly one-fourth of those plants visited were not in 
compliance with one or more of the six basic inspection 
program requirements. The high incidence of unacceptable 
ratings and the large number of deficiencies found at plants 
not bad enough to warrant unacceptable ratings show that 
both plant managers and inspection program staff were not 
fully meeting their responsibilities. Part of this inadequacy 
could have been due to a shortage of trained inspectors 
caused by hiring and budget restrictions. Because of these 
shortages, certain inspection responsibilities had been 
neglected, including supervising line inspectors, performing 
acceptance tests, monitoring plant conditions and opera- 
tions, and inspecting processing departments. 
Recommendations: The Secretary of Agriculture should 
direct the Administrator, FSIS, to require meat and poultry 
inspectors and supervisors to enforce more strictly FSIS 
sanitation requirements at slaughter plants with objectives 
of improving day-to-day plant sanitation and having plants 
maintain better sanitation on their own initiative rather than 
respond&g to deficiencies pointed out by inspectors. The 
Secretary of Agriculture should direct the Administrator, 
FSIS, to more effectively monitor inspectors and inspection 
supervisors as they work to bring slaughter plants into com- 
pliance with sanitation requirements. The Secretary of Agri- 
culture should direct the Administrator, FSIS, to instruct 
plant inspectors on the need to document all deficiencies 
found during sanitation inspections and emphasize to su- 
pervisors that deficiency records need to be kept. The 
Secretary of Agriculture should direct the Administrator, 
FSIS, to develop a system of financial disincentives for 
slaughter plant managers who allow less than sanitary con- 

ditions to exist in their plants. This kind of system could in- 
clude financial penalties, for which legal authority would be 
required, for poor sanitation or scheduling preoperative in- 
spections late enough so that correcting any problems 
found would delay slaughter operations. The Secretary of 
Agriculture should direct the Administrator, FSIS, to require 
supervisors, as a one-time effort, to determine compliance 
with inspection program water system requirements during 
one of their monthly visits to each slaughter plant and to 
prepare special reports on their findings and any corrective 
actions taken. The Secretary of Agriculture should direct 
the Administrator, FSIS, to issue more detailed guidelines 
on inspection program requirements for slaughter plant wa- 
ter systems and emphasize to inspectors and supervisors 
the importance of regularly inspecting these systems. The 
guidelines should include illustrations and descriptions of 
deficiencies likely to be encountered. The Secretary of Agri- 
culture should direct the Administrator, FSIS, to require 
plant managers to obtain inspector approval of water sys- 
tem repairs and changes that could affect FSIS system re- 
quirements. The Secretary of Agriculture should direct the 
Administrator, FSIS, to improve FSIS monitoring of accept- 
ance testing programs to assure that the programs are con- 
ducted in the prescribed manner and to better assure the 
programs’ integrity. The Secretary of Agriculture should 
direct the Administrator, FSIS, to reevaluate and, where ap- 
propriate, strengthen the acceptance criteria to provide 
consumers with greater protection against receiving meat 
products contaminated or adulterated by dressing defects, 
The Secretary of Agriculture should direct the Administra- 
tor, FSIS, to improve the acceptance testing programs by 
providing more detailed guidance for selecting random cat- 
tle carcass samples when the day’s operation is longer or 
shorter than anticipated and by prescribing security meas- 
ures to assure that cattle carcasses are not tampered with 
before the acceptance tests. The Secretary of Agriculture 
should direct the Administrator, FSIS, to consider the frnd- 
ings in this chapter in developing a swine carcass accept- 
ance testing program and in any revision of the cattle and 
poultry acceptance testing programs. The Secretary of 
Agriculture should direct the Administrator, FSIS, to instruct 
slaughter plant inspectors and supervisors to give increased 
attention to assuring that ante-mortem facilities and equip- 
ment are properly maintained and that inspectors perform 
their examinations of edible and inedible products in the 
prescribed manner. The Secretary of Agriculture should 
direct the Administrator, FSIS, to develop a formal program 
for reinspecting edible meat byproducts. The program 
should provide a reliable indicator that the product sampled 



is representative of the universe sampled and should in- 
clude specific guidance to inspectors for conducting rein- 
spections and documenting the results. The Secretary of 
Agriculture should direct the Administrator, FSIS, to em- 
phasize to meat and poultry inspection program supervi- 
sors the importance of taking effective actions to bring 
plants up to acceptable levels of compliance when they are 
found to be out of compliance. The Secretary of Agricul- 
ture should direct the Administrator, FSIS, to provide meat 
and poultry inspection program supervisors with improved 
plant-rating criteria that can be applied uniformly and that 
specify review findings which require a plant to be rated 
unacceptable in each rating area and overall. The Secretary 
of Agriculture should direct the Administrator, FSIS, to re- 
quire meat and poultry inspection program supervisors to 
document the results of their required monthly plant re- 
views. 

Agency Comments/Action 

The Department had not taken a position on the recom- 
mendations at the time of the report; however, Department 
officials who provided oral comments on a draft of the re- 
port expressed concern about whether a system of financial 
disincentives for plants not complying with inspection re- 
quirements could be equitably administered and whether 
such a system would be effective. GAO believes that the 
system could be equitably administered if done at a high 
enough level and that it could be an effective enforcement 
tool, short of withdrawing inspection, to deal with plants 
having serious or regular sanitation problems. 

Appropriations 

Salaries and expenses - Department of Agriculture, Food 
Safety and Inspection Service 

Appropriations Committee Issues 

The Committees should assure that the Department takes 
the actions necessary to resolve the problems discussed in 
the report. 
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DEPARTMENT OF AGRICULTURE 

FOREST SERVICE 

Forest Service Efforts To Change Timber Sale Method 
(RED-75-396, 7-16-75) 
Budget Function: Natural Resources, Environment and Energy: Conservation and Land Management (0302) 
Legislative Authority: S. Rept. 93-1069. 

The primary timber sale method used in the Forest Serv- 
ice’s western regions has been log measurement. Under 
this method a purchaser agrees to pay for logs on the basis 
of a Forest Service or scaling bureau estimate of the mar- 
ketable volume of wood in logs that have been cut. In recent 
years, the Service has been trying to increase its western re- 
gions’ use of the tree measurement method of selling 
timber. Under this method the purchaser agrees to pay a 
specific amount for the timber in a sale area on the basis of 
a Forest Service estimate of the marketable volume of 
wood in the trees before they are cut down. Because of in- 
dustry opposition to this method, the Service has attempt- 
ed, through test sales, to obtain data to compare the two 
methods. 
Findings/Conclusions: In a report to Senator Pete V. 
Domenici, GAO pointed out that, because the Service had 
not provided special funds and adequate guidelines and 
procedures for conducting test sales, (1) there had been in- 
consistencies among the regions in carrying out the test 
sales, and (2) the relative accuracy and cost of the two 
methods had not been determined. The Service issued re- 
vised guidelines and procedures in March 1975 but had not 
established a test-sale program completion date or plans 
for special funding. Until the program is completed, the 
Service wiii not be abie to provide well-documented evi- 
dence to settle the questions of effectiveness and costs of 
the two methods. 

Recommendations: The Forest Service should set dates for 
completing test sales, provide its regions with the funds 
needed to conduct adequate and timely test sales, and 
evaluate and report the results of such sales to appropriate 
congressional committees. 

Agency Comments/Action 

Although Forest Service officials consider tree measure- 
ment to be a valuable and necessary technique applicable 
to a variety of forests, test sales have been done only on a 
limited basis in the western regions. The Forest Service has 
allocated $225,000 to each of the three western regions for 
such test sales during fiscal year 1982. 

Appropriations 
Forest management, protection, and utilization - Depart- 
ment of Agriculture, Forest Service 

Appropriations Committee Issues 

The Forest Service needs to make sure that its regions con- 
duct adequate and timely test sales to provide data suffi- 
cient to compare the accuracy and costs of the two sales 
methods. 
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FOREST SERVICE 

Proposed Forest Service Land Exchange involving the Chattahoochie National Forest in Georgia 
(CED, 12-17-80) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Forest Management Act Land Policy and Management Act (43 USC. 1716). Weeks Act (Protection 
of Watersheds) (16 U.S.C. 5 16). 

GAO was asked to review a proposed Forest Service land 
exchange involving the Chattahoochfe National Forest. The 
proposal called for the owners of private property in Chat- 
tooga, Walker, and Whiield Counties to swap their land in 
exchange for Forest Service acreage within the National 
Forest 
Findings/Conclusions: The Forest Service land, after two 

’ appraisals, was valued at $328,000. Neither of the ap- 
praisals considered the added value to the land of a road 
which is being built on the Forest Service land by Whitfreld 
County and the Department of Transportation. GAO was 
told that a contract had been signed w$h Whiffield County 
for the road and that the Department will contribute about 
$314,000 toward the construction. The appraiser has indi- 
cated that the highest and best use of the Forest Service 
land would be future residential development and that this 
portion of the land will be bisected by the road. GAO be- 
lieves that, once the road is completed, the value of the 
Forest Service land will increase significantly. This will give 
the Forest Service an opportunity to acquire more private 
land for the National Forest system than would be obtained 
under the presently proposed exchange. GAO believes that 
the proposed exchange would not be prudent or in the best 
interests of the Government 
Recommendations: The Chief of the U.S. Forest Service 
should disapprove and terminate the land exchange as 

presently proposed. The Chief of the U.S. Forest Service 
should assure that, once the road is completed, the value of 
the Forest Service land be redetermined by professional ap- 
praisers not previously involved in this matter and, if ap- 
propriate, new efforts to accomplish an exchange on an ap- 
propriately adjusted basis should be undertaken. 

Agency Comments/Action 

On January 14, 1981, Forest Service Officials said that they 
would discontinue processing the exchange until they ob- 
tained new appraisals for both the Federal and non-Federal 
lands. Subsequently, a second appraisal was made of the 
land involved in the exchange. As of September 2, 1981, 
the Forest Service had not completed action on this ex- 
change. 

Appropriations 

Forest management, protection, and utilization - Depart- 
ment of Agriculture, Forest Service 

Appropriations Committee Issues 

To assure that full value is received for Federal land, the 
Committees should inquire into the appraisal process the 
Department uses in its land exchange program. 
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DEPARTMENT OF AGRICULTfXtE 

FOREST SERVICE 

Need To Reevaluate iielistat Program Objectives aad Progress 
(MASAD- -31, 6-2-81) - 

Budget Function: Agriculture (0350) 
Legislative Authority: Forest Management Act 

GAO reviewed the status and objectives of the Forest Serv- 
ice’s Helistat program. 
Findings/Conclusions: GAO found that fundamental ac- 
quisition management principles that should have been ap- 
plied in the Helistat program’s development have not been 
applied. In managing the program, the Forest Service has 
unnecessarily tied program milestones to land manage- 
ment planning timeframes and moved too hastily, thereby 
overlooking essential considerations in planning a develop- 
ment strategy. For example, potential users were not con- 
tacted before beginning the program to get their participa- 
tion and advice for determining the need for, uses of, and 
operational requirements for a Helistat concept vehicle. In- 
formation which GAO has developed from contacting po- 
tential users shows that it is questionable whether the Helis- 
tat concept under development will have practical applica- 
tion as a timber harvesting method. In addition, the system 
being developed cannot be reproduced without substantial 
redesign. Consequently, it will not be useful in demonstrat- 
ing the economics of aerial logging, the principal objective 
of the development program. Finally, the Navy, which is ad- 
ministering the development contract for the Forest Serv- 
ice, is being hampered in its efforts to obtain data that are 
necessary to evaluate the program’s progress, particularly 
regarding the engineering adequacy and safety of the vehi- 
cle being developed. 
Recommendations: The Secretary of Agriculture should 
direct the Chief, Forest Service, to restructure the develop- 
ment effort to include a complete state-of-the-art design 
and data package from which future Helistat concept vehi- 
cles could be built and from which more accurate estimates 
of the economics of aerial logging could be made. The 
Secretary of Agriculture should insure that program mile- 
stones not be tied to land management planning time 
frames. The Secretary of Agriculture should direct the 
Chief, Forest Service, to include as part of the program a re- 
quirement that estimates be made of the economics of 
private industry logging based on a state-of-the-art He&at 
concept vehicle. The Secretary of Agriculture should direct 
the Chief, Forest Service, to give the contract administrator, 
the Naval Air Development Center, sufficient freedom to 
use its authority to make decisions on the adequacy of Hel- 
istat contract performance and on the future funding obli- 
gations under the contract. The Secretary of Agriculture 

should reevaluate the Helistat program before making any 
further funding obligations on the vehicle’s development 
contract This reevaluation should include the participation 
and advice of potential users to determine if the Helistat is 
needed, how it could be used, and the operational require- 
ments for such a vehicle. 

Agency Comments/Action 

The National Aeronautics and Space Administration and 
the Naval Air Development Center (NADC) concurred with 
the GAO recommendations regarding the Navy’s contract 
administration problems. However, program managers in 
the Forest Service: (1) question the value of obtaining more 
user input to the program; (2) believe NADC contract ad- 
ministrators are seeking to impose data and test require- 
ments on the contractor that are more demanding than 
called for; (3) believe time and funding restrictions require 
that the program remain structured as is; and (4) believe 
that they can coax private industry into developing state-of- 
the-art Helistat concept vehicles following completion of the 
current demonstration program by offering future National 
Forest timber sales contracts which specify no road build- 
ing within fne miles of timber stands. The Department of 
Agriculture Statement of Action on Recommendtions to the 
House Committee on Government Operations and the Sen- 
ate Committee on Governmental Affairs was prepared by 
the Forest Service and released on August 27, 1981. It 
states that: (1) the Helistat program was thoroughly evaluat- 
ed before congressional budgetary consideration was 
sought (2) the Forest Service is developing a feasibility 
demonstrator; (3) a prototype would cost about $100 mil- 
lion; and (4) Congress and the Administration found its 
low-cost, low-risk approach appealing. It states that the De- 
partment is directing the Forest Service to continue the Hel- 
istat without modification. 

Appropriations 

Forest management, protection, and utilization - Depart- 
ment of Agriculture, Forest Service 
Forest research - Department of Agriculture, Forest Service 
Renewable resource management, and utilization research - 
Department of Agriculture, Forest Service 



RURAL ELECTRlFlCATlDN ADMINISTRATION 

Rural Electnificafion Administration Loans to Electric Distribution Systems: Policy Changes Needed 
(CED-8042, 5-30-80) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Leglslathre Authority: Rural Electrification Act of 1936 (7 U.S.C. 901-902). Emergency Relief Appropriation Act of 1935 (49 
Stat 115). (P.L 93-32; 87 Stat. 65). Executive Order 7037. S. Res. 21 (86th Cong.). REA Bull. 2-1. 

Rural Electrification Admiiistration (REA) loans and other 
assistance have played a major role in brin@g electric 
service to rural America since 1935. Although some elec- 
tric distribution systems continue to need loan subsidies, 
others could qualify for and obtain long-term credit from 
other sources at reasonable rates and terms and still have 
comparable costs and charge comparable electric rates. 
Changes are needed in REA loan policies and procedures 
to ident@ these borrowers, and to better match loan subsi- 
dies with individual borrower needs. 
Findings/Conclusions: Under its policies and procedures, 
REA has made Emited progress in encouraging systems to 
become financially self-sufficient About 42 percent of the 
borrowers GAO reviewed could probably qualify for non- 
REA loans at reasonable rates and terms. Some of these 
have high costs which would be passed on through charg- 
ing relatively high electric rates. However, others have low 
costs and could absorb increased in+&rest costs without in- 
creasing elect& rates. REA loan-making criteria do not 
adequately correlate the type and/or amount of subsidized 
loan REA will provide with the borrower’s needs. Thus, bor- 
rowers with high costs can receive the same subsidy or 
even less than those with low costs. The REA adminktrator 
advised GAO that using rate comparabii criteria for deter- 
mining need for assistance would be difficult because of 
such matters as differences in geographic energy use and 
supply, and in State rate-setting agencies. Recognizing 
these diffdties, GAO concluded that, since the most im- 
portant factor in establishing eIectric rates is borrowed 
costs, cost comparabii shouid be used as a substitute for 
rate comparabii. 
Recommendations: The Secretary of Agriculture should 
direct the Administmtor of REA to devetop a kgislative plan 

for revising the policies for making insured loans to rural 
electric distribution systems. As a part of the plan, the Ad- 
ministrator should develop criteria (1) for determining 
which electric distribution system borrowers qualify for 
long-term loans from private creditors at reasonable rates 
and terms; and (2) based on cost comparisons with 
investor-owned utilities, for determining the subsidized 
loans needed, if any, by electric distribution system bor- 
rowers to enable them to charge comparable electric rates. 
Also, the Secretary should direct the Administrator to estab- 
lish a miniiurn equity level goal for borrowers, require bor- 
rowers with low equities to develop plans to increase their e- 
quity levels to the goal established and, in reviewing electric 
rate changes, ensure that the borrowers’ rates are, where 
practicable, sufficient to generate the income needed to 
meet equity level objectives set forth in the plan. 

Appropriations 

Rural elech%cation and telephone revolving fund loan au- 
thorizations - Department of Agriculture, Rural Electrifica- 
tion Adminktration 

Appropriations Committee Issues 

Presently, program subsidy costs are financed through the 
assets of the Rural EIecbific&on and Telephone Fund; 
however, it is projected that by the year 2000 annual ap- 
propriation~ of over $2 biion will be required Implementa- 
tion of the GAO recommendations to base loan subsidies 
on what each borrower needs to help charge reasonable 
ekctric rates would result in a more equitable distribution of 
funds and better achieve progmrn objectives. 



DEPARTMENT OF AGRICULTURE 

RURAL ELECTRIFICATION ADMINISTRATION 

Financing Rural Electric Generating Facilities: A Large and Growing Activity 
(CED-81-14, 11-28-80) 

Budget Function: Community and Regional Developmentz Area and Regional Development (0452) 
Legislative Authority: Emergency Relief Appropriation Act of 1935 (49 Stat 115). Rural Electrification Act of 1936 (7 USC. 
901 et seq.). Financing Bank Act (Federal) (12 U.S.C. 2281). Executive Order 7037. P.L. 93-32. 

The Rural Electrification Administration (REA), through in- 
sured and guaranteed loans, makes available billions of dol- 
lars in financing to construct electric generating and 
transmitting facilities to meet the increasing demands for 
electricity in rural areas. 
Findings/Conclusions: To gain better budgeting control 
and increase private credit involvement, GAO believes that 
changes are needed in how this financing is budgeted for 
and funded. In making and guaranteeing loans, the prime 
concern of REA must be the borrower’s ability to repay the 
loans. The agency has little funding flexibility to finance 
demonstration projects, studies, or programs designed to 
solve the Nation’s energy problems. Other organizations are 
funding such efforts. REA should act as a catalyst by evalu- 
ating and disseminating information about these studies 
and projects to its borrowers. REA may wish to seek 
broader funding authority to conduct its own demonstration 
projects. 
Recommendations: Congress should require that the re- 
ceipts and disbursements of all off-budget Federal agencies 
that borrow from the Federal Financing Bank (FFB) be in- 
cluded in the Federal budget totals. Congress should re- 
quire that certificates of beneficial ownership be treated as 
agency obligations and, therefore be treated in the Federal 
budget as borrowing. Congress should revise the Rural 
Electrification Act of 1936 to limit REA’s guarantee of loans 
made by non-FFB lenders to 90 percent or some other ap- 
propriate percentage. Congress should revise the Rural 
Electrification Act of 1936 to eliminate the prohibition 
against REA charging a fee for the guarantee ind, instead, 
require that a loan guarantee fee be assessed and used for 
funding a reserve for losses. Congress should require that 
FFB receipts and disbursements be included in the Federal 
budget totals. The Secretary of Agriculture should direct 
the Administrator of REA to assimilate information on and 
evaluate the various energy-related demonstration and 
study projects funded by other agencies and organizations 
so that this information can be disseminated to and used by 
all REA borrowers. The Secretary of Agriculture should 
direct the Administrator of REA to determine whether REA 
efforts to help solve our Nation’s energy problems could be 
significantly enhanced if REA had authority to fund its own 
demonstration and study projects and, if necessary, recom- 
mend appropriate legislative changes to obtain such au- 
thority. The Secretary of Agriculture should direct the Ad- 
ministrator of REA to improve the power demand forecasts 
made by power supply systems (1) require borrowers to 
prepare multiple forecasts of demand to reflect different lev- 
els of conservation efforts and (2) implement those recom- 
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mendations made by the NRECAKFC task force which are 
compatible with the revised forecasting methodology to be 
adopted. The Secretary of Agriculture should direct the Ad- 
ministrator of REA to have a cost data bank developed for 
use by REA officials in determining the reasonableness of 
estimated costs of proposed projects. The Secretary of 
Agriculture should direct the Administrator of REA to revise 
the REA loan approval process with a view toward intensify- 
ing the agency’s evaluation of the adequacy of the feasibility 
study supporting the loan request The Secretary of Agri- 
culture should direct the Administrator of REA to require 
that REA borrowers take aggressive action to solicit the 
views and opinions of individual consumer/members and 
other private citizens, as appropriate, in the early stages of 
the power supply systems’ long-range planning process 
and in other major decisions. The Secretary of Agriculture 
should direct the Administrator of REA to help improve the 
planning for major generation and transmission facilities fi- 
nanced by REA and better meet our Nation’s energy goals, 
revise the REA power planning bulletin to require power 
supply systems to (1) perform in-depth, systemwide studies 
of all reasonable alternatives and supplemental power sup- 
ply options to ensure that the most appropriate mix of alter- 
natives for meeting the energy needs of rural consumers is 
chosen and (2) incorporate such studies in their loan appli- 
cation packages and long-range plans. The Secretary of 
Agriculture should direct the Administrator of RE4 to re- 
quire applicants seeking a guaranteed loan to obtain at least 
part of their loan from CFC or other private lenders, which 
portion would be gradually increased as conditions warrant 

Agency Comments/Action 

In its February 1981 statement on actions taken, the De- 
partment of Agriculture continued to disagree with the GAO 
recommendations for the same reasons as those discussed 
in the report. Also, the recently enacted Omnibus Budget 
Reconciliation Act of 1981 negates the need for the Depart- 
ment to require applicants for REA guaranteed loans to ob- 
tain part of their loan from private lenders as GAO recom- 
mended. The Act requires FFB to fund any REA guaranteed 
loan guarantee recipient. 

Appropriations 

Rural electrification and telephone revolving fund loan au- 
thorizations - Department of Agriculture, Rural Electrifica- 
tion Adminiiation 



Appropriations Committee Issues 

Federal credit assistance funded through the Federal Fi- 
nance Bank, such as the REA guaranteed and insured 
loans, should be reflected on-budget to enable such pro- 
grams to compete for resources on the same basis as the 
other on-budget programs. Implementation of the GAO 
recommendations would accomplish this. Other recom- 
mendations if implemented could help reduce the cost of 
generating and transmission projects thus (1) reducing the 
size of the R!3 guaranteed loans and the risk associated 
with such loans and (2) resulting in lower cost electricity for 
users. 
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DEPARTMENT OF AGRICULTURE 

SCIENCE AND EDUCATION ADMINISTRATION 

The Cooperative Extension Service Should Provide Farmers With More Information on Farm Credit Sources 
(CED-80-45, 2-27-80) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Food and Agriculture Act of 1977. P.L. 94-305. 

Farmers are finding more than ever that borrowing is a 
necessity. However, information on sources of credit, in- 
terest rates and terms, and how to apply for farm credit is 
available only on a piecemeal basis from lenders, the 
Cooperative Extension Service, and other sources. While 
the supply of credit from the numerous farm lenders has 
generally been adequate to meet the needs of qualified bor- 
rowers, beginning and marginal operators have had prob- 
lems getting credit and repaying outstanding loans. 
Lenders may determine that a farmer lacks sufficient repay- 
ment ability or collateral or, in other instances, local credit 
conditions or lending practices may restrict the number of 
credit sources available. However, several potential sources 
of credit often exist for a given situation, with different ef- 
fects on the borrower. Further, the time required to process 
and approve an application, loan servicing, availability of 
funds during periods of tight credit, and the amount of 
downpayment required can significantly affect a borrower’s 
ability to repay a loan, make a profit, and succeed in busi- 
ness, In an effort to meet the farmer’s need for increased 
availability of credit information, GAO randomly sampled 
419 farmers nationwide who have applied for farm credit in 
the past 5 years and are able to make the financial deci- 
sions for the farm they own or operate. Over one-third of 
the responding farmers had not heard of 10 or more of the 
16 basic types of farm lenders. In addition, a large number 
of the sampled farmers were unaware of the types of loans 
available from each of the five largest lenders. A range of 
from 14 to 92 percent of the farmers who applied only for 
short-term loans were not aware of which of the five major 
lenders make this type of loan. Similar results were obtained 
for those farmers who applied for long-term loans. 

Findings/Conclusions: Fifty-one percent of the sample 
farmers said that a central source of credit information is 
definitely needed. Conversely, 32 percent said a central in- 
formation source is definitely or probably not needed. Sup- 
port for a central information source is strongest among 
young, beginning, and small volume farmers. The weakest 
support was expressed by the older, more experienced 
farmers. Farmers who said that a central credit source was 
not needed were slightly more knowledgeable about major 
lenders than the overall sample of farmers. Nevertheless, 
many of these farmers lack basic knowledge about the 
availability of credit from major lenders and know even less 
about the smaller volume lenders. GAO believes that 
although existing programs cannot practicably fulfill all of 

the farmers’ credit information needs, the Cooperative Ex- 
tension Service could provide more information because of 
the availability of its personnel and network of county offices 
in farming communities. Providing a central source of 
credit information would supplement other Federal pro- 
grams designed to aid the family farm sector, and this infor- 
mation would: (1) identify private and public credit pro- 
grams available to help potential farmers get a start in farm- 
ing; (2) help financially sound farmers to improve their effi- 
ciency, and (3) direct financially marginal farmers to the 
private and public credit sources that can help them remain 
in business. 
Recommendations: The Secretary of Agriculture should: (1) 
have the Director, Science and Education Administration, 
encourage State Cooperative Extension Services to provide 
farmers with more information on farm credit sources 
which should include allocating special project funds to 
several States interested in preparing a credit information 
handbook or an experimental basis at both the State and lo- 
cal levels; and (2) at the conclusion of the experiment, gath- 
er and provide to Congress and each State Cooperative Ex- 
tension Service information on the handbooks’ costs, its 
usefulness to farmers, and the impact of the increased 
workload on the extension staffs. 

Agency Comments/Action 

The Science and Education Administration has contracted 
with South Carolina for the development of a credit infor- 
mation handbook. In addition, an overall project is under- 
way in Minnesota on farm and financial management, 
which could result in providing farmers with more or better 
information on farm credit sources. 

Appropriations 

Cooperative Extension Service - Department of Agriculture, 
Science and Education Administration 

Appropriations Committee Issues 

The Committees should inquire into the Science and Edu- 
cation Administration’s plans for funding projects to: (1) 
have the States prepare supplements for the handbook to 
reflect the unique credit programs of their State; (2) distrib- 
ute the handbooks and supplements to existing and poten- 
tial farmers; and (3) extend the Minnesota project to other 
States. 
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DEPARTMENTOFAGRICUL'TURE 

SOIL CONSERVATION SERVICE 

Continuation of the Resource Conservation and Development Program Raises Questions 
(CED-81-120, 8-l l-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Bankhead-Jones Act (Farm Tenant) (7 U.S.C. 1010; 7 U.S.C. 1011; 50 Stat. 525). Soil Conservation 
and Domestic Allotment Act (16 U.S.C. 590a et seq.; 49 Stat. 163). 

GAO reviewed the Department of Agriculture’s Resource 
Conservation and Development (RCID) program and the 
administrative and legislative changes needed to improve 
the control and operation of the program. 
Findings/Conclusions: GAO was unable to develop a clear 
picture or measure of overall benefits under the program 
because program accomplishments are not clearly distin- 
guishable at either the project or measure level. The princi- 
pal problems involved lack of useful data, the intangible na- 
ture of some benefits, and varying or unknown degrees of 
project involvement. GAO was able to obtain cost informa- 
tion on the program overall and on each project but not on 
individual project measures. Pertinent technical assistance 
costs were not shown for individual measures. The omis- 
sion of technical assistance costs in reporting completed 
measures seriously limits any attempt to evaluate the 
program’s benefits in relation to its costs. Funds appropriat- 
ed for cost sharing with local sponsors under the program 
have been used to finance many measures for which other 
Federal programs have been established. Once projects are 
authorized, they remain on the rolls indefinitely. Federally 
assisted sub-State planning organizations have the potential 
to become an alternative delivery system for activities car- 
ried out under the program because they perform many of 
the same functions. Some projects’ area plans which speci- 
fy goals and objectives and measures to be undertaken 
have not been updated as required by program procedures. 
Recommendations: If Congress decides to continue the 
RCGD program, it should legislatively discontinue the use 
of program funds for installing project measures currently 
authorized for financing under cost sharing arrangements. 
If Congress decides to continue the RCGD program, it 
should legislatively require the Secretary of Agriculture to 
establish procedures for periodically reviewing project 
operations and deauthorizing projects which are no longer 
active or have developed the capabilities necessary to con- 
tinue operating without Federal involvement. If Congress 
decides to continue the RCED program, it should legisla- 
tively direct the Secretary of Agriculture to establish several 
pilot projects where sub-State organizations would assume 

the functions of RCED projects. Upon completion of such 
tests, the Secretary should be required to provide Congress 
an evaluation of the test results with such recommenda- 
tions as may be indicated for transferring additional RCID 
project functions to sub-State organizations or the reasons 
for retaining the functions within the existing RCGD pro- 
gram structure. The Secretary of Agriculture should require 
the Soil Conservation Service (SCS) to account for and 
identify the costs of providing technical assistance for each 
project measure. The Secretary of Agriculture should re- 
quire SCS to improve its program information system to 
provide data which would permit better assessment of proj- 
ect benefits. The Secretary of Agriculture should require 
SCS to monitor the program more closely to assure that the 
projects’ area plans are up to date and reflect any changed 
conditions in project circumstances. The Secretary of Agri- 
culture should require SCS to develop and incorporate an 
approved evaluation procedure into the program’s manage- 
ment process. 

Agency CommentslActlon 

In a letter dated June 19,1981, USDA generally agreed with 
all but one of the GAO recommendations and outlined ac- 
tions it was taking or planned to take. It did not agree with 
the GAO recommendation that Congress eliminate pro- 
gram cost-sharing. 

Approprlations 

Resource conservation and development - Department of 
Agriculture, Soil Conservation Service 

Appropriations Committee Issues 

The Committees need to determine whether continued 
funding and authorization of the program is warranted. If 
the program is to continue, the Committees need to moni- 
tor the implementation of the GAO recommendations 
aimed at improving program operations. 



DEPARTMENTOFAGRICULTURE 

STATISTICAL REPORTING SERVICE 

Corrective Action, Reported by Department of Agriculture on a Factor involving Federal Rice Deficiency Pay- 
ments, Has Not Been implemented 
(CED-80-48, l-29-80) 

Budget Function: Agriculture: Farm Income Stabilization (0351) 
Legislative Authority: Agricultural Act of 1949 (7 USC. 1441). Rice Production Act of 1975 (P.L: 94-214; 90 Stat. 181). 
Food and Agriculture Act of 1977 (P.L. 95-l 13; 91 Stat. 940). 

On June 25, 1979, GAO reported to Congress that the 
statistics agency of the Department of Agriculture (USDA), 
disagreed with a GAO proposal that it include in its compu- 
tation of the national average market price of rice a factor to 
recognize the drying costs involved when farmers deliver 
green (high moisture) rice rather than dry rice to a rice mill- 
er. Omission of this factor caused deficiency payments to 
farmers to be about s 10.6 million more than they otherwise 
should have been for the 1976 rice crop and $5 million 
more for the 1978 crop. 
Findings/Conclusions: In an August 14, 1979, statement to 
congressional committees on action taken on the GAO pro- 
posal, USDA said it had taken action to provide for a com- 
mon basis for reporting quantity and price data on green 
and dry rice. However, further inquiries showed that while 
USDA made a slight procedural change to obtain quantity 
data on a common basis, it had not changed the way 
amounts paid for green rice are reported. Because the aver- 
age market price is a key factor in determining whether and 
how much rice farmers will receive in Federal deficiency 
payments, the manner in which the average price is com- 

puted is economically important to taxpayers as well as 
farmers. 
Recommendations: Congress should amend the Agricultur- 
al Act of 1949 to provide that the quantities and amounts 
paid on rice purchases reported by millers be compiled on 
a common basis in computing the national average market 
price. 

Appropriations 

Salaries and expenses - Department of Agriculture, Statisti- 
cal Reporting Service 

Appropriations Committee Issues 

Congress may have been misled by the USDA August 14, 
1979, statement that action had been taken to provide for a 
common basis for reporting quantity and price data on 
green and dry rice. The Committees should inquire into the 
USDA reluctance to change the manner in which the aver- 
age price of rice is computed so that the amounts paid for 
green rice will be comparable and equitable with the 
amounts paid for dry rice. 
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DEPARTMENT OF COMMERCE 

Knoxville Expo ‘82: Why Changes Are Needed in Law on Reuse of U.S. Pavilions at intmmtional Expositions 
(PLRLMl-11, 3-20-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: P.L. 91-269. P.L. 96-169. OMB Circular A-l 02. 

An international exposition on energy, Expo ‘82, will be 
hosted by Knoxville, Tennessee. GAO was requested to re- 
view the bidding practices associated with the Knoxville 
International Energy Exposition. Work being done by the 
Department of Commerce was reviewed, and officials at the 
Department of Housing and Urban Development’s (HUD) 
Urban Development Action Grant office were interviewed. 
HUD officials were responsible for reviewing and approving 
the grants made to Knoxville for Expo ‘82. 
Findings/Conclusions: Although the General Services Ad- 
ministration (GSA) and Commerce worked together initially 
in planning for the residual use of the U.S. pavilion at Expo 
‘82, a firm Federal reuse plan never materialized. Without 
one, construction of a permanent-type ‘pavilion is not just& 
fied. However, the law does not specify that a less costly, 
temporary pavilion should be built when no such plan ex- 
ists. In 1976, GAO had recommended that a temporary 
structure be built when a firm Federal reuse plan had not 
been developed Commerce’s decision to continue building 
a more costly permanent facility was not a prudent use of 
Federal funds. The sponsors of Expo ‘82 were late in put- 
ting together an adequate financial plan. As a result, Com- 
merce had to delay its request for authorizing and funding 
legislation. Because of insufficient lead time, GSA declined 
to manage the construction, and Commerce had to hire a 
construction manager and overlap the design and con- 
struction phases. The pavilion has had items deleted to 
meet cost limitations and tight time schedules. Department 
of Energy officials say that the pavilion will not demonstrate 
energy technology advancement as originally planned. 
Competitive bidding was not required for the seven projects 

leveraged with an action grant, but HUD has included a lii- 
it&ion on profits in the grant agreement. GAO could not 
determine the amount of profits that will be realized by the 
developers and the subcontractors, because only limited 
contract awards had been made at the time of its review. 
Recommendations: Congress should amend section 3(c) of 
Public Law 91-269. The Secetary of Commerce should dii- 
close to Congress in the justification for authorization and 
appropriation of funds whether sufficient lead time is avail- 
able to design and build a permanent pavilion using con- 
ventional contracting procedures. If the lead time is insuffi- 
cient but a permanent facility is warranted, Commerce 
should disclose the basis for its decision and the extra cost 
that will be incurred. 

Agency Comments/Action 

Commerce agrees with the recommendations with some 
qualifications. 

Appropriations 

Participation in U.S. expositions - Department of Com- 
merce 
Participation in U.S. expositions - General Services Adminis- 
tration 

Appropriations Committee issues 

The Committees should not appropriate funds for the con- 
struction of a permanent pavilion unless there are plans for 
its later reuse. 
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DEPARTMENT OF COMMERCE 

APPALACHIAN REGIONAL COMMISSION 

Should the Appalachian Regional Commission Be Used as a Model for the Nation? 
(CED-79-50, 4-27-79) 

Budget Function: Community and Regional Developmenb Area and Regional Development (0452) 
Legislative Authority: Appalachian Regional Development Act of 1965. 

The Appalachian Regional Commission (ARC) is an experi- 
ment to see whether effective policy and plans can be made 
for the economic, social, and environmental growth and de- 
velopment of Appalachia. The Commission considers its 
program a model for the Nation and recommends that the 
concept be expanded to a nationwide system of multistate 
commissions. However, such expansion would be prema- 
ture until the problems and unresolved issues are thorough- 
ly considered. 
Findings/Conclusions: problems include program planning 
and evaluation, fund allocation procedures, internal con- 
trols, and monitoring State expenditures. 
Recommendations: The Commission should (1) amend its 
basic policy to require that each State plan address the 
same development problems; (2) develop and adopt addi- 
tional written guidelines for State and district planners; (3) 
use its regional development planning process to establish 
specific goals in terms of acceptable education, employ- 
ment, health, housing, income, and other standard-of-living 
levels; (4) require States to provide some fixed minimum 
level of State financial contribution for nonhighway pro- 
grams and limit each State’s nonsupplemental use of sup- 
plemental funds; and (5) define more clearly what each 
State’s evaluation capabii should be, set target dates by 
which that capabii should be in place, establish a long- 

range fiscal plan addressing Future Federal and State com- 
mitment to the program, and make provisions to evaluate 
program effectiveness within a reasonable period of time. 
Congress should amend the Appalachian Regional Devel- 
opment Act to require the Commission to monitor State ex- 
penditures in both the Appalachian and non-Appalachian 
parts of each State and establish a more current base level 
of State expenditures for the Act’s maintenance-of-effort re- 
quirement. 

Agency Comments/Action 

It was agreed by Commission resolution that infant mortali- 
ty, education, housing, and energy warrant priority attention 
on a regional basis. Specific goals are being established to 
address these areas, specific funding commitments have 
been made, and a requirement was established that States 
report annually on strategies, funding, and progress in 
meeting area goals. Also, internal controls have been es- 
tablished for project closeout. 

Appropriations 

Appalachian regional development programs - Appalachian 
Regional Commission 



DEPARTMENT OF COMMERCE 

BUREAUOFTHECENSUS 

Procedures To Adjust 1980 Census Counts Have Limitations 
(GGD-81-28, 12-24-80) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: S. 1606 (96th Cong.). U.S. Con& art. I, 2. U.S. Const amend. XIV. 13 U.S.C. 141. 13 U.S.C. 195. 

The number of congressional representatives a State re- 
ceives, as well as district boundaries, are determined by a 
decennial census. A number of communities, contending 
that the 1980 census has missed large numbers of persons 
and that this undercounting will result in their citizens being 
shortchanged in political representations and Federal fund 
dktxibutions, have taken legal action to have the census 
count adjusted for the undercount The Census Bureau 
dropped a postenumeration survey for estimating 1980 
census errors at subnational levels, so that preliminary esti- 
mates would be available sooner. GAO reported on the 
Census Bureau’s abii to develop accurate undercount es- 
timates for subnational levels and the effect of dropping a 
planned post-census survey on the prospects for develop- 
ing accurate undercount estimates. 
Findings/Conclusions: Estimates of census errors at subna- 
tional levels are needed for correcting census data. Statisti- 
cal analysis might help in estimating census error at subna- 
tional levels. To date, however, the agency had not set up a 
formal program of applied research for this purpose. The 
Bureau has primarily used two coverage evaluation tech- 
niques, the demographic method and matching studies. 
These techniques, as implemented by the Bureau, do not 
provide estimates at geographical levels compatible with 
census data user needs. The demographic method suffers 
from limited data, notably the absence qf reliable estimates 
for the size of certain age groups and for the number of ille- 
gal aliens. Matching studies, both reinterview studies and re- 
verse record checks, involve the comparison of a list of 
sample persons or households to the census. Matching 
techniques have major weaknesses. People tend to respond 
to a reinterview study in the same way they do to census 
enumeration. Persons missed by the census are likeIy to be 
missed by the reinterview study, and incomplete or invalid 
data prevent the Bureau from resolving whether a person 
has been omitted from the census. Matching is a time con- 
suming process because it requires manual comparison 
case by case. Although other statistical methods of analysis 
for estimating coverage are available, the Bureau has made 
iittle use of them. In many communities, an increase in their 

census count will not proportionately increase their share of 
Federal funds. 
Recommendations: Congress should enact legislation re- 
quiring that the Secretary of Commerce submit a report to 
the appropriate congressional committees having jurisdic- 
tion over the census 18 months prior to each census, on 
whether and how he intends to prepare credible estimates 
of over/undercount at subnational levels, including charac- 
teristics for the undercounted persons. The report should 
include the cost and time needed to make these estimates 
and an independent assessment of the Bureau’s proposed 
methods. The Secretary of Commerce should require for 
future censuses: (1) that the Director of the Bureau of the 
Census determine the feasibility of providing credible esti- 
mates of over/undercounts and distributing them to needed 
user levels, and if feasible prepare detailed information to 
describe the methods to be used, including the expected re- 
liabiity of such estimates as well as the time and costs 
needed for these efforts; and (2) an independent assess- 
ment of the Bureau’s proposed methods be made. The 
Secretary of Commerce should require that the Director of 
the Bureau of the Census organize a program of experi- 
ments using statistical analysis to determine whether im- 
proved estimates can be developed of the true population at 
State and substate levels. 

Agency Comments/Action 

The Department of Commerce disagreed with the recom- 
mendations. GAO believes that the recommendations are 
appropriate as evidenced by the limited quality of the 
Census Bureau’s undercount estimates and the cost in- 
volved in making the estimates. Elements of the legislative 
recommendations were incorporated in H.R 1990, intro- 
duced in the 97th Congress. 

Appropriations 

Periodic censuses and programs - Department of Com- 
merce, Bureau of the Census 
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DEPARTMENT OF COMMERCE 

ECONOMIC DEVELOPMENT ADMINISTRATION 

Changes Proposed for the Funding of Public Works Projects Wouid Expedite Economic Development and Job 
ilpportrsnities 
(CED-77-86, 7-7-77) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Public Works and Economic Development Act of 1965 (42 U.S.C. 3121). 

Fifteen hundred public works projects, or over 50 percent of 
those approved by the Economic Development Administra- 
tion (EDA) since 1965, have been delayed in getting under 
construction, causing economic development and job op- 
portunities to be postponed or lost. 
Findings/Conclusions: Between fiscal years 1966 and 1975, 
the EDA approved grants of s 1.4 billion to construct 2,800 
public works projects in areas of substantial and persistent 
unemployment Although construction should start within 1 
year after the project is approved, 54 percent of these proj- 
ects exceeded 1 year, and 20 projects approved over 5 
years ago are not yet under construction. Millions of dollars 
have remained obligated to some projects, while others 
have not been approved for lack of funds. Delays often oc- 
cur because projects are approved on the basis of prelimi- 
nary design. Creation of a two-step grant system would per- 
mit reuse of funds if projects experienced considerable de- 
lays during design. 
Recommendations: Congress should amend the Public 
Works and Economic Development Act of 1965 to author- 
ize two grants for public works projects, one for project 

design and one for project construction. This would provide 
financial assistance to communities for designing projects 
without committing funds for construction until the projects 
are ready to bid. Since the EDA l-year appropriations will 
restrict implementation of a two-step grant system, 
Congress should make public works appropriations availa- 
ble for 2 fiscal years. 

Agency Comments/Action 

Bills were introduced in both the House and the Senate dur- 
ing the 96th Congress, 1st Session, to amend the Public 
Works and Economic Development Act as GAO recom- 
mended. The proposed legislation died in conference and 
has not been reintroduced in the 97th Congress, 1st Ses- 
sion. 

Appropriations 

Economic development assistance programs - Department 
of Commerce, Economic Development Administration 
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DEPARTMENTOFCOMMERCE 

ECONOMIC DEVELOPMENT ADMINISTRATION 

Measuring Accomplishments Under the Business Development Assistance Program--More Accurate Verification 
Recommended 
&ED-79-11 7, 9-6-79) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legislative Authority: Public Works and Economic Development Act of 1965 (42 U.S.C. 3121). Civil Rights Act of 1964. 

The Economic Development Administration (EDA) at- 
tempts through its Business Development Assistance Pro- 
gram to create permanent jobs in areas of high unemploy- 
ment by helping businesses to expand or locate new facili- 
ties in these areas. This help includes direct loans and 
guarantees of loans with private lending institutions. EDA 
has a goal that at least one permanent job will result for 
each $10,000 of assistance. As of June 30,1979, EDA had 
made 736 direct loans valued at about $672 million and 
haa guaranteed 235 loans totaling about $387 million. 
GAO reviewed the following issues relating to the effective- 
ness of the Business Development Assistance Program: 
whether EDA compares and evalutes the number of jobs 
actually saved and created through the program with those 
projected; how EDA verifies the jobs saved and created; and 
how EDA assures that the jobs resulting from the program 
benefit the unemployed. 
Findings/Conclusions: The business loan program was ef- 
fective in saving and creating jobs for the 48 loans that were 
reviewed by GAO. These loans contributed to the saving 
and creating of over 9,400 jobs. The average cost per job 
was $6,700, which was below the target maximum of 
$10,000 established by EDA for individual projects. EDA 
had not adequately monitored jobs resulting from the pro- 
gram, however, and its information system contained 
numerous errors on employment benefits derived from the 
48 loans. Some jobs reported as saved and created were 
based on original projections rather than actual results; jobs 
were still being credited for liquidated loans on bankrupt 
companies; and certain businesses receiving more than 
one loan had their employment counted twice. 
Recommendations: The Assistant Secretary for Economic 
Development should develop and issue guidelines to be 

used by financial analysts in evaluating the reasonableness 
of job data submitted by loan applicants. These guidelines 
should be in addition to the criteria proposed for discount- 
ing applicant employment projections. The guidelines 
might include a provision requiring a comparison of the 
applicants projected employment with actual employment 
of similar size companies in the same industry. The Assist- 
ant Secretary should also assign responsibility and develop 
procedures to monitor whether unemployed workers are 
benefiting from business loans. Consideration might be 
given to having businesses indicate on their loan applica- 
tions or on their annual financial statements the total jobs 
filled by previously unemployed workers and the average 
duration of their unemployment. Businesses could provide 
this information by maintaining a simple log showing 
whether new employees were previously unemployed and 
the duration of their unemployment. Procedures should be 
established for periodically selecting a sample of projects to 
verify reported accomplishments. These procedures should 
specify which documents, such as payroll or tax records, to 
use in making this verification. 

Agency CommentslActlon 

EDA issued guidelines for use by financial analysts in es- 
timating jobs created and saved and is drafting new loan 
administration guidelines. EDA has promised to give 
specific consideration to the GAO recommendations. 

Approprlatlons 

Economic development assistance programs - Department 
of Commerce, Economic Development Administration 
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DEPARTMENTOFCOMMERCE 

ECONOMIC DEVELOPMENT ADMINISTRATION 

More Can Be Done To Ensure That Industrial Parks Create New Jobs 
(CED-81-7, 12-2-80) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Public Works and Economic Development Act of 1965 (42 U.S.C. 3121). 

Industrial park projects funded by the Economic Develop- 
ment Administration (EDA) have helped distressed areas 
attract businesses, which in turn have saved or created jobs 
for area residents. GAO reviewed 101 park projects to as- 
sess the projects’ effectiveness and to determine what man- 
agement improvements are needed to maximize project ac- 
complishments. 
FindlngslConclusions: A number of park projects have 
problems. They have not attracted businesses, are not well 
utilized, and have not created as many jobs as anticipated 
when the projects were proposed. EDA must improve its as- 
sessments of the need for and location of proposed proj- 
ects. EDA does not require feasibility studies; as a result, 
projects are being approved without adequate justification. 
EDA should also establish a management assistance pro- 
gram to help the park applicants attract business to their 
parks. Although a primary purpose of EDA-funded industri- 
al park projects is to attract new businesses or business ex- 
pansion, about 46 percent of the businesses reviewed were 
business relocations. Despite an EDA policy which prohibits 
businesses from relocating from outside of the immediate 
area of the park, such relocations are occurring. Many of 
the relocations did not provide additional jobs. EDA has not 
systematically gathered, monitored, or evaluated data on 
project accomplishments to judge their overall effective- 
ness. It will be several years until park project accomplish- 
ment data will be available. EDA has designed a system to 
monitor and evaluate all projects, including industrial parks. 
However, the criteria used may be too high and too easily 
attainable to be a realistic measure of project success, 
timeframes are too short for realizing employment projec- 
tions, and the number of businesses required to submit em- 
ployment reports is too limited to effectively measure em- 
ployment data. 
Recommendations: The Secretary of Commerce should 
direct the Assistant Secretary for Economic Development 
to administer EDA non-relocation policy to clearly prohibit 
businesses from other areas from relocating in EDA-funded 
parks. The Secretary of Commerce should direct the As- 
sistant Secretary for Economic Development to dissem- 
inate previous studies on park projects to appropriate re- 
gional offices for their use when considering the funding of 
future projects. The Secretary of Commerce should direct 
the Assistant Secretary for Economic Development to mon- 
itor the effectiveness of the non-relocation policy through 
periodic field visits before final disbursement of funds and 
when determining the parks’ successes. The Secretary of 
Commerce should direct the Assistant Secretary for Eco- 
nomic Development to issue instructions to EDA field staffs 
clearly stating how EDA will administer its non-relocation 
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policy for industrial park projects and revise the EDA appli- 
cation form so that applicants are fully aware of how the 
policy is administered. The Secretary of Commerce should 
direct the Assistant Secretary for Economic Development 
to require regional offices to prepare periodic reports identi- 
fying vacant and underutilized parks and develop possible 
solutions to attract businesses to them. The reports should 
also assess the applicants’ marketing and promotion plans 
and their progress in attracting businesses to the parks. 
The Secretary of Commerce should direct the Assistant 
Secretary for Economic Development to develop criteria to 
minimize relocations from within park areas and emphasize 
to EDA applicants that park projects are designed to pro- 
vide new employment opportunities rather than to be used 
to relocate existing area businesses into more attractive 
sites. The Secretary of Commerce should direct the Assist- 
ant Secretary for Economic Development to identify and 
gather accomplishment data needed to properly monitor 
and evaluate park projects not covered by the Operational 
Planning and Control System. To preserve limited staff re- 
sources, EDA shold request that park applicants periodical- 
ly submit this data to the appropriate regional offices. The 
Secretary of Commerce should direct the Assistant Secre- 
tary for Economic Development to establish a manage- 
ment assistance program to help applicants that have prob- 
lems attracting businesses to their industrial parks. After 
this program is established, the Industrial Location Service 
should be used to determine the types of businesses that 
would be best suited to locate in the parks, and the recom- 
mendations made by the Office of Management and Ad- 
ministration on management assistance efforts should be 
adopted. The Secretary of Commerce should direct the As- 
sistant Secretary for Economic Development to refine the 
Operational Planning and Control System. These refine- 
ments should include (1) reducing the cost per job criterion 
if actual results show the criterion is too high, (2) develop- 
ing and using criteria on park utilization rates along with the 
cost per job criterion to measure park success, (3) revising 
the time frames for realizing employment projections from 
7 years after the year of approval to 10 years after park 
completion, and (4) requiring that actual employment data 
be received from all businesses in the parks. The Secretary 
of Commerce should direct the Assistant Secretary for Eco- 
nomic Development to require applicants to perform feasi- 
bility studies on all proposed industrial park projects, which 
include an assessment of whether the project is needed and 
whether it is favorably located to attract businesses. 

Agency Comments/Action 
EDA generally agreed with the GAO findings and either 



agreed to implement the recommendations or suggested 
alternative solutions. Disagreement on the GAO recom- 
mendations stemmed primarily from the EDA philosophy 
that the Federal Government should not significantly inter- 
vene in the local development process and its view that it is 
faced with admiiistrative and funding restrictions. EDA said 
that its response is contingent upon the agreement of the 
new administration. EDA has not initiated any corrective ac- 
tion. 

Appropriations 

Economic developmknt assistance programs - Department 
of Commerce, Economic Development Administration 
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DEPARTMENT OF COMMERCE 

NATIONAL BUREAU OF STANDARDS 

National Bureau of Standards--Answers to Congressional Concerns 
(CED-80-49, 2-2-80) 

Budget Function: General Science, Space, and Technology (0250) 
Legislative Authority: 31 Stat. 1449. 

The National Bureau of Standards (NBS), part of the De- 
partment of Commerce, supports the U.S. scientific and 
technical community by setting standards for the Nation’s 
physical measurement system and carrying out a number 
of scientific and technical services for industry and govern- 
ment. Information was requested for use by the congressio- 
nal committees responsible for reauthorizing NBS activities 
beyond fiscal year 1980. The report concerns: (1) problems 
faced by NBS because of implementation by the Office of 
Management and Budget (OMB) of its “lead agency” con- 
cept whereby an agency charged with a specific mission is 
the primary source of funds to support all activities contrib- 
uting to that mission regardless of whether they are carried 
out by that agency or by others; (2) user satisfaction with 
NBS research efforts; (3) an evaluation of major reprogram- 
ming by NBS of its research efforts; and (4) information on 
which of the acts that assign responsibilities to NBS overlap, 
duplicate, or are in conflict with other acts. 
FindingsGoncluslons: The ability of NBS to perform its as- 
signed function has been hampered by implementation of 
the lead agency policy. OMB has not recognized that meas- 
urement is a NBS lead agency responsibility; rather, OMB 
has taken the position that if measurement is directly relat- 
ed to anothel; lead agency’s mission, that agency should 
fund it. Inevitably, funds being considered by other agencies 
for allocation to NBS are more likely to be cut or directed to 
higher priorities within the lead agency. Respondents to a 
questionnaire sent to users of NBS services and inter- 
viewees from the NBS evaluation panels and the Statutory 

Visiting Committee gave high ratings to NBS services. The 
NBS reprogramming effort was too recent for GAO to 
evaluate in terms of its impact on NBS scientific work or on 
the users of the programs that were terminated. The ter- 
minated programs were worthwhile but of lower priority 
than the programs proposed to replace them. GAO found 
no inconsistency, conflict, or substantial duplication among 
the acts assigning responsibilities to NBS. Legislation 
enacted since the 1901 act which gave NBS broad authority 
to determine its scientific activities has focused attention on 
specific national problems and made major policy deci- 
sions in the areas of science and technology. 
Recommendations: If the Congress decides to revise or 
amend the original legislation authorizing NBS to perform 
its functions, the language of the legislation should make 
clear the areas in which NBS is to have lead agency respon- 
sibility. 

Appropriations 

Operations and research - Department of Commerce, Na- 
tional Bureau of Standards 

Appropriations Committee Issues 

To enable NBS to perform its measurement functions ef- 
fectively, the Committees need to ensure that funds ap- 
propriated to other Federal agencies for these functions are 
provided to NBS. 
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DEPARTMENT OF COMMERCE 

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION 

Fe&ml We&her Mod$imiion Efforzs Need Congressional Attention 
(cm-m-5, 11-l-79) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 

A coordinated approach to weather modification programs 
has never been established. Focusing on rainfall augmenta- 
tion, GAO reviewed the general problems associated with 
current weather modification programs. 
Findings/Conclusions: GAO found that there was no nation- 
al weather modification policy. No central authority directed 
the programs. Coordination has been ineffective, and re- 
search was fragmented. The lack of integrated planning 
and coordination has inhibited progress toward a rainfall 
augmentation program. An earlier GAO report recom- 
mended development of a national program with goals, ob- 
jectives, priorities, and milestones, and the designation of a 
central administrative agency. These recommendations 
were not carried out The Weather Modification Advisory 
Board, agreeing with those recommendations, proposed a 
congressional statement of national weather modification 
policy; and a clearly focused, integrated research and devel- 
opment program on learning more about how to modify 
the weather. 
Recommendations: The Secretaries of Commerce and the 
Interior should establish an integrated, formal planning pro- 
gram to help ensure coordination of their respective rainfall 
augmentation projects. Congress should set forth a nation- 
al weather modification research and development policy 
and direct that a program be developed with goals, objec- 
tives, priorities, and milestones. Also, it should designate 
one agency to administer, maintain, and control the pro- 
gram. 

Agency Comments/Action 

The Department of Commerce’s National Oceanic and At- 
mospheric Administration (NOAA) agreed with the recom- 

mendation on the need for a consolidated national weather 
modification research and development policy and pro- 
gram to be administered by one agency. The Department 
of the Interior objected to the recommendation. NOAA 
disagreed with the recommendation that the Secretaries of 
Commerce and the Interior establish an integrated, format 
planning program to help ensure coordination of their 
respective rainfall augmentation projects. The Bureau of 
Reclamation agreed with the recommendation. The Admii- 
istration established a Weather Moditication Subcommittee 
under the Committee on Atmosphere and Oceans of the 
Federal Coordinating Council on Science, Engineering, and 
Technology to assist in planning and coordinating weather 
modification activities. 

Appropriations 

Operations research - Department of Commerce, National 
Oceanic and Atmospheric Admiistration 
Operations research - Department of the Interior, Bureau of 
Reclamation 

Appropriations Committee Issues 

The Appropriations Committees should monitor the prog- 
ress of the recently established Subcommittee in planning 
and coordinating weather modification activities. GAO con- 
tinues to believe that a national weather modification re- 
search and development policy is needed 
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DEPARTMENT OF COMMERCE 

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION 

Need To Assess Quality of U.S.-Produced Seafood for Domestic and Foreign Consumption 
(CED-81-20, IO-15-80) 

Budget Function: Natural Resources and Environment Other Natural Resources (0306) 
Legislative Authority: H.R. 7039 (96th Cong.). 

GAO is studying the adequacy of current Federal efforts to 
improve the quality and safety of seafood processed in the 
United States for domestic and foreign consumption. The 
study includes an assessment of the National Marine 
Fisheries Service (NMFS) program and efforts to improve 
the quality and safety of seafood harvested and processed 
in the United States. 
Findings/Conclusions: A controversy exists over whether 
the quality of U.S.-produced seafood is competitive for for- 
eign trade or adequate for domestic consumption. NMFS 
officials believe that the variable quality of U.S. seafood is 
contributing to the low volume of seafood sales in the Unit- 
ed States. The U.S. trade deficit for all seafood products is 
approximately $2.8 billion. The United States is importing 
60 percent of the edible seafood consumed domestically. 
East coast fish products have a reputation for poor quality 
in Western Europe. Senate hearings disclosed that surveys 
found the quality levels of seafood in the domestic market 
to be very low, with large quantities receiving substandard 
grades. The reasons products were substandard included: 
(1) the use of old or spoiled raw material; (2) poor process- 
ing techniques; (3) improper handling during transportation 
and storage; (4) excessive storage time; and (5) poor pack- 
aging. NMFS is trying to encourage the export of more U.S. 
seafood, but these efforts will likely go unrewarded if the 
U.S. seafood processor is unable to deliver a quality product 
to the foreign buyer. The NMFS inspection program is 
voluntary and is not used, at this time, by many in the 

seafood industry because they believe it provides few bene- 
fits and is too costly. GAO believes that there is a need for a 
comprehensive, objective assessment by NMFS of the qual- 
ity of seafood produced by U.S. processors for domestic 
and foreign consumption. The positive benefits which 
might accrue to reduce the U.S. seafood trade deficit offset 
any budgetary considerations. 
Recommendations: The Secretary of Commerce should 
direct the Administrator of NOAA to initiate a study to as- 
sess the quality of U.S. seafood produced for domestic and 
foreign consumption. 

Agency Comments/Action 

The Department of Commerce agreed that such a study 
was needed but said that it could not provide funds to con- 
duct the study at this time. 

Appropriations 

Natural resources and environment - Deparhnent of Com- 
merce, National Oceanic and Atmospheric Administration 

Appropriations Committee Issues 

GAO believes that if the United States can improve the qual- 
ity of its seafood, it will be able to make gains in foreign 
markets. This would reduce the U.S. seafood trade deficit 
and offset budgetary considerations. 



DEPARTMENT OF COMMERCE 

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION 

Followup on the NatiimaZ Marine Fisheries Service’s Efforts To Assess the Quality of U.S.-Produced Seafood 
(CED-81-125, 6-22-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authorhy: Saltonstall-Kennedy Act (15 U.S.C. 713c-3). 

In a prior report, GAO stated that a comprehensive assess- 
ment is needed of the quality of seafood produced by U.S. 
processors for domestic and foreign consumption. GAO 
pointed out several examples of foreign complaints about 
U.S. exports and noted that consumer and industry publica- 
tions have been critical of the quality of U.S. seafood prod- 
ucts. Since the earlier report was issued, GAO has collected 
additional information on the quality of U.S. seafood prod- 
ucts that further demonstrates the importance of the 
recommended study. 
Findings/Conclusions: Variable quality, as well as prices, 
marketing techniques, and other factors, inhibit the 
demand for U.S. seafood products in foreign markets. How- 
ever, evidence is not readily available to demonstrate con- 
clusively the specific extent and degree that variable quality 
impedes U.S. exports. Additionally, the National Marine 
Fisheries Service’s voluntary inspection and certification 
program does not assure importers that U.S. products will 
meet or satisfy their quality requirements primarily because 
inspectors are not familiar with or trained in foreign quality 
standards. The quality of U.S. exports, as well as domestic 
products, can be improved by better onboard seafood han- 
dliig techniques. Incentives, such as price differentials, to 
fisherman for higher quality products could help in achiev- 
ing needed improvements. 
Recommendations: The Secretary of Commerce should 
work cooperatively with the fishing industry, including fish- 
ermen, wholesalers, processors, and retailers, to establish 
the feasibiii of a dockside grading program together with a 
system of price differentials for high quality products. The 
Secretary of Commerce should direct the Administrator of 
NOAA to establish a program to train inspectors with a par- 
ticular emphasis on informing them of foreign seafood 

quality regulations and requirements. The Secretary of 
Commerce should direct the Administrator of NOAA to ini- 
tiate a comprehensive study to assess the quality of U.S. 
seafood produced for domestic and foreign consumption. 
Because budget reductions and higher priority projects for 
Saltonstall-Kennedy funds have prevented the needed eval- 
uation, the Secretary of Commerce should review other op- 
tions to support the evaluation. 

Agency Comments/Action 

In response to the GAO recommendations, the Department 
of Commerce allotted funds to initiate the design and test- 
ing phase of a comprehensive study to assess the quality of 
U.S.-produced seafood; established a training program to 
make inspectors aware of the quality standards and require- 
ments of foreign markets that import U.S. seafood prod- 
ucts; and said that it would initiate a study, if funds become 
available, to assess the feasibility of establishing a dockside 
quality grading program for landed fish. 

Appropriations 

Natural resources and environment - Department of Com- 
merce, National Oceanic and Atmospheric Administration 
Other natural resources - Department of Commerce, Na- 
tional Oceanic and Atmospheric Administration 

Appropriations Committee Issues 

The Committees should inquire into the progress of the De- 
partment of Commerce’s proposed studies to ensure that 
they are implemented and sufficiently comprehensive to 
produce meaningful results. 

. 
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DEPARTMENT OF COMMERCE 

OFFICE OF FEDERAL STATISTICAL POLICY AND STANDARDS 

A&r Six Years, Legal Obstacles Continue To Restrict Government Use of the Standard Statistical Establishment 
List 
(GGD-7947, 5-25-79) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Legislative Authority: Tax Reform Act of 1976. Privacy Act of 1974. internal Revenue Code (IRC) 6103. 

The Standard Statistical Establishment List maintained by 
the Bureau of the Census is a computerized file OF inforrna- 
tion on 5.5 million U.S. corporations, partnerships, sole 
proprietorships, and other businesses which have employ- 
ees. 

Findings/Conclusions: The need for a centralized sampling 
list of businesses has been recognized since 1937. Three 
attempts to establish such a list have been made, and the 
third, in 1968, has been successful to the extent that the List 
is being used within the Census Bureau. By using the List 
for economic surveys, the Bureau has lowered costs and 
improved the quality of collected data. Although the List 
would greatly benefit the data collection by other agencies 
and’increase the efficiency of Federal statistical information 
collection, Census Bureau and income Tax confidentiality 
laws prevent its use by other agencies. Since 1972, efforts 
have been underway to draft and submit legislation to 
Congress to amend the Census law and permit other agen- 
cies access to the List. However, after 6 years, no proposals 
have been Forwarded to Congress. 

Recommendations: Congress should consider legislation to 
amend the Internal Revenue Code of 1954 to allow the 
Census Bureau to provide List information to Federal and 
State cooperative agencies For statistical purposes. The 
Secretary of Commerce should direct the Census Bureau 
and the Office of Federal Statistical Policy and Standards to 
improve plans for sharing the List by preparing cost esti- 
mates, holding technical meetings with future user agen- 
cies, exploring monitoring options to ensure List confiden- 
tiality, and collaborating with the Department of Agriculture 
to develop plans for the Farm portion of the List. The Secre- 
tary also should direct the Office of Federal Statistical Policy 
and Standards to establish a priority date For submitting 

proposed changes to Congress and add a provision to this 
legislation requiring consent OF a company or establish- 
ment if information is to be used in a manner other than 
specified in the legislative draft 

Agency Comments/Action 

In its comments to congressional committees on actions 
taken on the GAO recommendations required by the Leg- 
islative Reorganization Act of 1970, Commerce reported 
that draft legislation to permit shared use of the List among 
statistical agencies has been prepared and is being re- 
viewed by the Administration. Commerce noted that the 
legislative proposal does not contain a waiver provision as 
recommended by GAO. Commerce stated that it does not 
believe language should be added to the proposal that 
might make the use of waivers less controllable. Commerce 
said that the GAO recommendations to improve the plans 
for sharing the List are being addressed by the Bureau of 
the Census. 

Appropriations 

Salaries and expenses - Department of Commerce, Bureau 
of the Census 

Appropriations Committee Issues 

Because expanded use of the List would reduce costs and 
improve the comparability of Government surveys, reduce 
duplication in data collection efforts, and alleviate reporting 
burden on businesses, the Committees should follow up 
with Commerce on the status of efforts to obtain legislative 
authority to permit other agencies to have access to the List 
and to plan for List sharing. 



DEPARTMENTOFCOMMERCE 

PATENT AND TRADEMARK OFFICE 

The Need To Evaluate the Benefits and Costs of a Proposed Trademark Treaty and Implementing Legislation 
(CED-77-133, 10-7-77) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
LegMaUve Authority: Trademark Act of 1946 (15 U.S.C. 1051). 

The Department of Commerce proposes to change the 
U.S. trademark law. The Department vigorously supports 
the proposed International Trademark Registration Treaty, 
to which the United States is a signator. If the Congress is to 
ratify the treaty, changes in U.S. trademark law are neces- 
sary. The proposed legislative changes will not only affect 
the registration of international trademarks but will greatly 
alter the process and methods for registering domestic 
trademarks in this country. The changes will affect all U.S. 
business firms registering trademarks. 
Findings/Conclusions: An informed and objective decision 
on the treaty and proposed legislation cannot be made 
without complete and accurate estimates of the benefits 
and increased costs to all parties. The Department, howev- 
er, did not obtain the data necessary to make such a deci- 
sion. This data could be obtained from a representative 
sample of business firms registering domestic and foreign 
trademarks. 
Recommendations: The Secretary of Commerce should re- 
quire the Commissioner of Patents and Trademarks to un- 
dertake a survey designed to elicit needed information from 
a statistically valid sample of trademark owners and use this 

information to establish the realizable benefits and probable 
costs that U.S. business firms and the Government will ex- 
perience from the proposed legislation. 

Agency Comments/Action 

The Department has completed an opinion type survey 
which indicated that 60 percent were favorable to the treaty. 
Information on realizable benefits and probable costs could 
not be obtained. The survey results will be included in the 
legislative package to be submitted to Congress. 

Appropriations 

Salaries and expenses - Department of Commerce, Patent 
and Trademark Office 

Appropriations Committee Issues 

In order for the Patent and Trademark Office to adequately 
cope with the increase in anticipated work, this Office may 
require additional resources. 



DEPARTMENTOFEDUCATION 
Financial Statements of the Student Loan insurance Fund 
(HRD-7846.5, 9-8-78) 

Budget Function: Education, Manpower, and Social Services: Higher Education (0502) 
Legislative Authority: Higher Education Act of 1965. 

Since 1968, GAO has issued seven reports to Congress on 
the financial aspects of the Student Loan Insurance Fund. 
Many deficiencies in the Office of Education’s accounting 
and computer systems were noted, including the following: 
(1) major accounts were unsupported by subsidiary 
records; (2) the allowance for loss rates for defaulted loans 
purchased, accrued interest, and claims-in-process was not 
based on actual program experience; and (3) the automat- 
ed computer systems needed to provide accurate informa- 
tion for the Fund’s financial statements were not function- 
ing properly. A limited review of the Fund’s financial trans- 
actions and operations for fiscal years 1976 and 1977 dis- 
closed that these deficiencies remain uncorrected. No o- 
pinion was rendered since the poor condition of accounting 
records and lack of adequate internal control procedures 
would have necessitated additional time-consuming work. 
Recommendations:The Department of Health, Education, 
and Welfare should develop a plan of action that will detail 
the steps needed to improve the Fund accounting controls 
and procedures and the computer system that provide data 

for the Fund and the management of the Guaranteed Stu- 
dent Loan Program. 

Agency Comments/Action 

In April 1979, a new contractor assumed technical respon- 
sibility for the Guaranteed Student Loan Program data 
processing and systems support. Agency officials stated 
that, due to the change in contractors, it was not possible to 
provide a specific timetable of proposed actions, although it 
was expected that system improvements to correct prior 
deficiencies would be initiated. The agency has installed a 
new computer system; however, the deficiencies noted in 
prior fiscal years remain uncorrected. The agency plans to 
upgrade the system. 

Appropriations 

Higher education - Department of Education, Bureau of 
Student Financial Assistance 



DEPARTMENT OF EDUCATION 

Better Reevaluations of Handicapped Persons in Sheltered Workshops Could Increase Their Opportunities for 
Competitive Employment 
(HRD-80-34, 3-1 l-80) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Rehabilitation Act of 1973 (29 USC. 701). Fair Labor Standards Act of 1938 (29 U.S.C. 214). S. 
Rept. 93-318. 41 Stat. 735. 

The Rehabilitation Act of 1973 requires that the Rehabilita- 
tion Services Administration (RSA) reevaluate handicapped 
persons employed in sheltered workshops on an annual 
basis to determine their potential for competitive employ- 
ment. A review was conducted to determine how effectively 
RSA managed these evaluations. 
Findings/Conclusions: With better management oversight, 
RSA and some States could be more effective in providing 
maximum competitive employment opportunities for han- 
dicapped persons in sheltered workshops. As many as 
11,400 handicapped persons were not reevaluated in 1977. 
Many of the reevaluations that were conducted were not 
comprehensive, and others were not performed annually as 
required by Department of Health, Education, and Welfare 
(HEW) regulations. In addition, it was found that there were 
no comprehensive guidelines for reevaluation. RSA did not 
clearly establish headquarters’ responsibility for manage- 
ment oversight of reevaluations, assist States in developing 
a reevaluation process, provide States with instructions 
needed to implement evaluation in a timely manner, ade- 
quately monitor the number of persons receiving reevalua- 
tion who were subject to reevaluation under existing regula- 
tions, or follow up on States that were not reporting 
reevaluation. An analysis of national data on sheltered em- 
ployment procedures and implementing instructions for 
reevaluations showed that in some States persons were ex- 
cluded from reevaluation because of the timing of their 
placement in workshops or because of their job classifica- 
tions as assigned by individual States. 
Recommendations: The Secretary of HEW should direct the 
Commissioner of RSA to: (1) clarify headquarters responsi- 
bility for managing the reevaluation program and provide 
regional offices with the guidance needed to assist States; 
(2) revise guidelines to require that reevaluations be per- 
formed for all former vocational rehabilitation clients in 
sheltered employment; (3) revise guidelines to clearly es- 

tablish that reevaluations should be continued so long as 
the handicapped persons remain in sheltered employment, 
and provide additional guidance to States regarding the 
conditions under which limited scope reevaluation may be 
warranted; (4) require the States to develop and report the 
number of persons requiring reevaluation: (5) review and 
test State reports to learn whether they are reliable, why 
some States are more successful in achieving movement to 
competitive employment, how reevaluation aided the move- 
ment, and why some States are not reporting reevaluations; 
(6) monitor State procedures and provide assistance to as- 
ure that annual reevaluations are made and that they are 
comprehensive and timely; and (7) identify States which did 
not reevaluate clients placed in sheltered employment be- 
fore reevaluation procedures were implemented and re- 
quire that any such persons still in sheltered employment 
be reevaluated. 

Agency Comments/Action 

The Department of Education concurred with all recom- 
mendations except the one concerning revising guidelines 
to require that reevaluations be performed for all former vo- 
cational rehabilitation clients in sheltered employment. The 
Department believes that the present guidelines provide 
needed flexibility regarding the duration of periodic reviews. 
In August 1980 and May 1981, the Department identified 
specific actions it is taking in response to the recommenda- 
tions and outlined the progress made to date. Action on all 
recommendations is not scheduled for completion until 
February 1982. 

Appropriations 

Special education and rehabilitation services - Department 
of Education 
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DEPARTMENTOFEDUCATION 
Use of Vacant Schools Could Provide Savings to Federal Construction Programs 
(HRD-81-28, l-19-81) 

Budget Function: Education, Training, Employment and Social Services: Elementary, Secondary, and Vocational Educa- 
tion (0501) 

Use of public school facilities, which are closing due to dec- 
lining enrollments, may be a source of savings for new con- 
struction projects financed by the Federal Government. At 
the start of the 1978-79 school year, there were nearly 2500 
vacant schools in 19 States. Well over one-third of them 
were in good condition and located in areas that made 
them suitable for continued use. GAO interviewed officials 
of four Federal programs that provide grant-in-aid assist- 
ance for construction to obtain information on the potential 
that vacated schools hold for other purposes. 
Findings/Conclusions: State and local authorities are not re- 
quired to consider using vacant schools in lieu of new con- 
struction when requesting grant funds. However, projects 
that include converting vacant schools may be funded 
under their programs as long as the projects meet the vari- 
ous Federal requirements. Because there may be oppor- 
tunities for substantial cost savings by using more vacant 
schools, GAO believes that an evaluation of the feasibility of 
using such schools should be required before construction 
funds are awarded to grantees. In addition, since the oppor- 
tunity spans many Federal programs, there should be a 
Federal policy requiring Federal agencies with grant con- 

struction programs to consider using vacant schools in lieu 
of new construction. 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB) should require Federal agencies 
that provide grants For construction projects to make sure 
that adequate consideration is given to the use of vacant 
schools before funds for constructing new facilities are au- 
thorized. 

Agency Comments/Action 

OMB did not concur with the GAO recommendations. It cit- 
ed the varying statutoy requirements among the States and 
localities, local incentives for utilizing vacant schools, and 
the additional papenvork that the GAO recommendation 
would require as reasons for not implementing the GAO 
recommendation. 

Appropriations 

Elementary, secondary, and vocational education - Depart- 
ment of Education 

224 



DEPARTMENTOFEDUCATION 
Unanswered Questions on Educating Handicapped Children in Local Public Schools 
(HRD-8143, 2-5-81) 

Budget Function: Education, Training, Employment and Social Services: Elementary, Secondary, and Vocational Educa- 
tion (0501) 
Legislative Authority: Elementary and Secondw Education Act of 1965 (20 U.S.C. 236 et seq.). Education for All Handi- 
capped Children Act of 1975 (P.L 94-142; 20 U.S.C. 1401 et seq.). Education Amendments of 1974 (P-L 93-380). General 
Education Provisions Act (20 U.S.C. 1232(g)). 45 C.F.R. 121a.124.45 C.F.R. 121a.14.45 C.F.R. 121a.342. 

In passing the Education for AU Handicapped Children Act 
of 1975, Congress set a goal that, by September 1,1978, all 
of the Nation’s handicapped children age 3 to 18 would 
have available a free appropriate public education which 
met their needs. This goal probably will not be achieved un- 
til at least the mid-1980’s. A GAO review in 10 States dis- 
closed major problems that need to be addressed. 
Findings/Conclusions: A large difference between the 1974 
estimate by the Department of Education of the number of 
handicapped children needing services and the number of 
children being counted and served by States has created 
controversy. Nearly one-third of the children counted as 
handicapped under the program were classified as speech 
impaired and were receiving only speech therapy. The law is 
unclear on whether children receiving only speech therapy 
or related services should be counted as handicapped for 
Federal funding proposes. Neither the Department’s eligi- 
bii criteria for coverage of speech therapy nor the guid- 
ance for applying the criteria have been defined. The law re- 
quires an individualized education program for each handi- 
capped child. Of the programs GAO reviewed, 84 percent 
lacked required information, lacked evidence of planning 
meeting participation, or were late in preparation. Individu- 
alized programs did not disclose needed services if they 
were not available. The most commonly cited reasons for 
the expected delay in providing education for the handi- 
capped was a shortage of funds. Additional problems 
impeding the Act’s implementation included: (1) insufficient 
staff at the State level; (2) delays by the Department in issu- 
ing regulations, providing guidance and instnxtions, and 
approving State plans; and (3) a lack of comprehensive 
Federal evaluations of the State’s compliance. 
Recommendations: Congress should consider the related . . . . question of the ehglbtity of children who need only small 
amounts of speech therapy. Congress should consider the 
conflict between (1) the statutory purpose and timetable for 
providing each handicapped child with a free appropriate 
public education and (2) the problems States and local 
education agencies are having, and will probably continue 
to have, in meeting those objectives. If considerable addi- 
tional delays in reaching the goals are not acceptable, 
Congress should provide (1) incentives to stimulate in- 
creased State and local funding, or (2) increased Federal 
funding for the program. If Congress finds that existing 
goals and deadlines are too stringent, considering potential 
fund and staff availability, it should modify the Act’s timeta- 
bles or scope of coverage. Congress should clarify whether, 
and under what conditions, children who are receiving only 
speech therapy or services currently cited in the law as “re- 

lated services” are eligible for coverage under the Public 
Law 94-142 program. The Secretary of Education should 
reconsider the validity of the la-percent handicap pre- 
valence estimate based on the evaluation results. The 
Secretary of Education should increase the distribution to 
all States of instructions, guidance, and models relating to 
individual education programs. The Secrem of Education 
should assist States and local education agencies to elii- 
inate deficiencies in their programs and processes for iden- 
tifying, evaluating, and serving handicapped children. The 
Secretary of Education should Mly evaluate, either directly 
or through the States’ program monitoring efforts, the ef- 
fectiveness of local education agency programs and 
processes for accurately identifying, evaluating, and serving 
all handicapped children needing services under the Act 
The Secretary of Education should revise the program re- 
gulations to state clearly that individualized education pro- 
grams must include all special education and related serv- 
ices needed to provide a free appropriate public education. 
The Secretary of Education should require that Federal and 
State efforts to oversee the administration of Public Law 
94-142 give special attention to enforcing individualized 
education program requirements. The Secretary of Educa- 
tion should require States to document in their State pro- 
gram plans, and demonstrate to the Secretary’s satisfaction, 
that they are able to meet the commitments in their plans 
and carry out their responsibilities under Public Law 
94-142. The Secretary of Education should evaluate 
States’ compliance with the free appropriate public educa- 
tion requirement of Public Law 94-142, and use the evalua- 
tions to determine what additional actions, including with- 
holding funds as provided for in the Act, need to be taken to 
assure that States are effectively implementing the Act The 
Secretary of Education should emphasize the importance 
of (1) issuing regulations in a timely manner, (2) providing 
technical assistance, (3) reviewing State plans, and (4) mak- 
ing monitoring visits. The Secretary of Education should 
stop using, at least temporarily, the 12-percent handicap 
prevalence estimate as the basis for encouraging States to 
increase the number of children counted and served. 

Agency Comments/Action 

The Department of Education did not concur with the GAO 
recommendation that the Secretary require States to docu- 
ment in their State program plans and demonstrate to the 
Secretary’s satisfaction that they are able to meet their 
planned commitments and carry out their responsibilities 
under the Education For All Handicapped Children Act of 
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1975. The Department of Education believes that the State 
plans are adequate and that the Department‘s monitoring 
activities are able to identify weaknesses in State adminis- 
trative efforts. The Department concurred with all other 
GAO recommendations and has taken at least initial steps 
to implement courses of action. 

Appropriations 

Education for the handicapped - Department of Education 



DEPARTMENT OF EDUCATION 

Greater Use of Exemplary Education Programs Could improve Education for Disadvantaged Children 
(HRD-81-6.5, 9-15-81) 

Budget Function: Education, Training, Employment and Social Services: Elementary, Secondary, and Vocational Educa- 
tion (0501) 
Legislative Authority: E?ementav and Secondary Education Act of 1965. General Education Provisions Act P.L. 95-561. 
2OU.S.C. 241a. - 

A review was made of the efforts by the Department of Edu- 
cation to promote the adoption of exemplary programs by 
local school districts to improve reading projects that are 
conducted under the Elementary and Secondary Education 
Act Since the primary mechanism of the Department of 
Education for disseminating information on exemplary Ele- 
mentary and Secondary Education Act projects and for 
helping local school districts to implement such projects is 
the National Diffusion Network, GAO specifically reviewed 
the Network’s performance in accomplishing its mission. 
Findings/Conclusions: In its review, GAO found that, 
although many of the Elementary and Secondary Educa- 
tion Act reading projects are improving the academic 
achievements of educationally disadvantaged students, 
some projects are not successful and should be improved. 
Presently, the services provided under the Elementary and 
Secondary Education Act are discontinued for most stu- 
dents while they are still far behind their peers in academic 
achievement. A comparison of the accomplishments of the 
Elementary and Secondary Education Act projects with the 
reported capabilities of the Network’s exemplary projects in- 
dicated that many school districts could improve their serv- 
ices by adopting exemplary projects. However, GAO found 
that, without adequate Federal and State emphasis on proj- 
ect qualii, relatively few local school districts have sought 
to improve their Elementary and Secondary Education Act 
projects by adopting exemplary projects since local officials 
are not convinced that exemplary projects are better than 
their own. A contributing factor to this attitude is that limited 
data were available on the capabilities and accomplish- 
ments of the Networks exemplary projects. In fact, the liiit- 
ed amount of data available about exemplary project results 
and the Network’s poor reporting requirements hampered 
Network officials’ assessment of the Network’s impact on 
the Elementary and Secondary Education Act program. 
Recommendations: The Secretary of Education should pro- 
vide substantially increased guidance and technical assist- 
ance to State and local school officials in developing criteria 
for assessing the effectiveness of title 1 Elementary and Sec- 
ondary Education Act projects. The Secretary of Education 

should expand Education’s monitoring efforts for assessing 
whether State education agencies are (1) meeting their 
responsibilities to evaluate the effectiveness of local title I 
Elementary and Secondary Education Act projects, and (2) 
helping local school districts to improve their title I Elemen- 
tary and Secondary Education Act projects. The Secretary 
of Education should direct State education agencies to (1) 
assess the validity of procedures used by local school dis- 
tricts to evaluate their title I Elementary and Secondary Edu- 
cation Act projects, (2) prescribe corrective measures 
where evaluation procedures are inadequate, and (3) help 
local school officials use evaluations for detecting and 
correcting project weaknesses. The Secretary of Education 
should advise State education agencies to encourage local 
school officials to use Network assistance in improving inef- 
fective and inefficient title 1 Elementary and Secondary Edu- 
cation Act projects. The Secretary of Education should 
direct the Network to provide complete, comparable, and 
current information about the capabilities of the Network’s 
exemplary projects, including: ( 1) their impact on scholastic 
achievement, student behavior, and sustained growth, (2) 
their costs; and (3) the results of past adoptions by other 
schools. The Secretary of Education should make sure that 
the Network’s developer-demonstrators provide accurate 
data on the number of adoptions and the schools affected. 
The Secretary of Education should make sure that the 
Network’S developer-demonstrators determine whether the 
projects have been installed correctly and are functioning 
properly. The Secretary of Education should make sure 
that the Network’s developer-demonstrators provide for ad- 
ditional implementation assistance where needed. 

Agency Comments/Action 

The agency agreed with the GAO recommendations. 

Appropriations 

Elementary, secondary, and vocational education - Depart- 
ment of Education 



DEPARTMENT OF EDUCATION 

The Guaranteed Student Loan Information System Needs a Thorough Redesign To Account for the Expenditure 
of Billions 
(HRD-81-139, 9-24-81) 

Budget Function: Education, Training, Employment and Social Services: Higher Education (0502) 
Leg&We Authority: Higher Education AA oi 1965. 

The Department of Education’s Guaranteed Student Loan 
Program guarantees loans to undergraduate and graduate 
college students by insuring Federal Government loans 
directly and by reinsuring loans issued by States. To keep 
track of and to control this multibillion dollar program, the 
Department maintains a computerized information system 
to process most program transactions. GAO reported on 
the Department’s efforts and plans to correct known defi- 
ciencies in the system, whether the major system costs 
under the previous contractor were reasonable and proper, 
and how well the new contractor is performing. 
Findings/Conclusions: The system continues to be deficient 
in four functional areas: (1) some loans to students who 
had exceeded loan limits were being reinsured; (2) the De- 
partment pays the lenders’ interest and special allowance 
payments without validating them; (3) if the lender does not 
pay the first insurance premium bill, the system does not 
provide for rebilling the lender; and (4) the system has yet to 
accumulate and report the program’s financial status in ac- 
cordance with the needs of the Department’s financial man- 
agers. GAO believes that the Department needs to deter- 
mine the extent and degree of the controls and accountabil- 
ity it wants to provide for this multibillion-dollar program. 
GAO did not identify any improper charges to the earlier 
contract to operate the system. However, GAO believes that 
the contract costs incurred from fiscal years 1976 through 
1979 were high. The new contract does not address the 
correction of system deficiencies. Although parts of the 
conversion from the old to the new contractor were delayed 
up to 5 months, the adverse effects on program recipients 
were kept to a minimum. However, problems encountered 
with the conversion will add further to contract costs, and 
certain critical items to be provided by the contractor had 
not been accepted by the Department as of August 1981. 
This problem needs to be resolved. 
Recommendations: The Secretary of Education should 
direct the Office of Student Financial Assistance to subject 
the Guaranteed Student Loan information system to a total 
redesign effort. This redesign should include the documen- 
tation and validation of the appropriate system controls 
needed to assure accountability for the expenditure of pro- 
gram funds. The Secretary of Education should direct the 

Office of Student Financial Assistance to establish a proc- 
ess for system design, planning, and other key Guaranteed 
Student Loan information system life-cycle management 
functions. The Secretary of Education should direct the As- 
sistant Secretary for Management to provide automated 
data processing (ADP) oversight of Guaranteed Student 
Loan system development efforts by the Office of Student 
Financial Assistance which ensures Office adherence to 
Department policies for ADP system life-cycle management 
and for the development of ADP systems under contract 
The Secretary of Education should direct the Office of Stu- 
dent Financial Assistance to implement Department poli- 
cies for developing automated data processing systems by 
competitively procuring a Guaranteed Student Loan infor- 
mation system at a fixed price and according to a 
prescribed plan once the recommended system redesign is 
completed. The Secretary of Education should direct the 
Office of Student Financial Assistance to develop compre- 
hensive plans and timetables for completing and imple- 
menting a total Guaranteed Student Loan system redesign. 
The Secretary of Education should direct the Office of Stu- 
dent Financial Assistance to pursue a timely completion 
and acceptance of the contractor’s conversion effort, in- 
cluding full system documentation, security and 
backup/recovery subsystems, a terminal user training pro- 
gram, and controls for maintaining and documenting 
changes to programming. 

Appropriations 

Postsecondary education - Department of Education, Office 
of Student Financial Assistance 

Appropriations Committee Issues 

In providing funds for development of the Guaranteed Stu- 
dent Loan cognputer system, the Committees should re- 
quire the Department of Education to show that its efforts 
are in accordance with its own policies for system develop- 
ment and that these efforts will result in a system properly 
accounting for program expenditures. 
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DEPARTMENTOFEDUCATION 
Stronger Actions Needed To Recover $730 Million in Defaulted National Direct Student Loans 
(HRD-81-124, 9-30-81) 

Budget Function: Education, Training, Employment and Social Services: Elementary, Secondary, and Vocational Educa- 
tion (0501) 
Legtslative Authority: Higher Education Technical Amendments of 1979 (20 U.S.C. lG31 et seq.). Claims Collection Act 
(31 USC. 951). Higher Education Act of 1965 (20 U.S.C. 1087 et seq.j. Defense Education Act of 1958 (P.L. 85-864). 
Education Amendments of 1980 (P.L 96-374). 4 C.F.R. 101. P.L. 92-318. 

The loans of the National Direct Student Loan Program are 
made from revolving funds maintained by participating 
schools which are responsible for making loans and collect- 
ing repayments. The Federal Government provides 90 per- 
cent of the moneys for the revolving funds, while the 
schools provide 10 percent. The program has been 
plagued by a high default rate. GAO reviewed the program 
to determine how well schools are carrying out their respon- 
sibilities for administering and collecting student loans and 
to identify Department of Education actions for collecting 
defaulted loans forwarded to it by participating schools. 
Findings/Conclusions: GAO believes that stronger collec- 
tion efforts are needed by participating schools. The De- 
partment’s collection activities also have been inadequate; 
however, its performance has recently improved. The seven 
schools which GAO visited did not fully comply with the De- 
partment’s loan collection procedures. Though they gen- 
erally did an adequate billing job, improvements were need- 
ed in: counseling borrowers and maintaining contact with 
them, locating borrowers, referring accounts quickly to col- 
lection agencies, monitoring the status of accounts re- 
ferred, determining collection agency success, and suing 
borrowers to collect defaulted loans. Schools have been 
permitted by law to submit defaulted loans to the Depart- 
ment since 1972. However, the Department took almost 6 
years to develop procedures to enable schools to forward 
National Direct Student Loans to the Department for collec- 
tion. This allowed schools with high default rates to contin- 
ue receiving Federal funding under the loan program. The 
Department’s efforts to collect loans have been hampered 
because schools failed to provide complete information, 
loan collection was not of high priority, and the computer 
system for the program will not be completed until the latter 
half of 1981. As a result of these problems, the Department 
plans to reduce the number of its collectors and to contract 
out collections on defaulted loans, raising agency concerns 
regarding the performance records of outside contractors. 
Recommendations: The Secretary of Education should 
determine whether submissions of National Direct Student 
Loans to the Department of Education for collection earlier 
than the statutory 2-year time limit would be beneficial to 
collection efforts. The Secretary of Education should moni- 
tor the Department of Education’s use of private collection 

agencies to insure that their use is the most cost-effective 
means of collecting defaulted student loans. If earlier sub- 
missions of National Direct Student Loans to the Depart- 
ment of Education for collection would be beneficial, the 
Secretary of Education should propose legislation to allow 
schools to submit defaulted loans as soon as possible after 
completion of required collection activities. The Secretary 
of Education should make sure that any reassessment 
should consider the collection program that was in place in 
one Department of Education region that was returning ap- 
proximately $6 for every s 1 spent. The Department of Edu- 
cation should reassess the economic feasibility of its plan to 
use private collection agencies to insure that their use is the 
most cost-effective means of collecting defaulted student 
loans. The Department of Education should reassess the 
economic feasibility of its plan to use private collection 
agencies to insure that their use is the most cost-effective 
means of collecting defaulted student loans. The Depart- 
ment of Education should monitor the performance of its 
collection contractors to insure that the collection of de- 
faulted loans is being carried out in a manner that will return 
the most Federal dollars at the least cost to the Ciovern- 
ment. The Department of Education should monitor the 
performance of its collection contractors to insure that the 
collection of defaulted loans is being carried out in a 
manner that will return the most Federal dollars at the least 
cost to the Government. 

Agency Comments/Action 

The agency agreed with all recommendations which were 
included in both the draft report sent to the agency for 
comment and the final report. One recommendation was 
included only in the final report and was in response to 
agency comments to the draft. The recommendation dealt 
with the agency’s monitoring of its collection contractors. 
No agency comments on the recommendation were ob- 
tained. 

Appropriations 

Higher education - Department of Education 
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DEPARTMENT OF EDUCATION 

SPECIAL EDUCATION AND REHABILITATION SERVICE 

A Single Federal Authority Is Needed for Establishing or Constructing Rehabilitation Facilities 
(HRD-79-84, 8-23-79) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504). 
Legisiattve Authority: Rehabilitation Act of 1973. 

The vocational rehabilitation program administered by the 
Department of Health, Education, and Welfare is to prepare 
the handicapped for employment. Legislation authorizes 
different Federal funding rates for State construction and 
establishment of rehabilitation facilities for the handi- 
capped. This report discusses problems with using rehabili- 
tation program funds for such facilities. 
Findings/Conclusions: Overlapping criteria have resulted in 
problems and inconsistencies with project funding. 
Although the Rehabilitation Services Administration, De- 
partment of Health, Education, and Welfare (HEW) has is- 
sued policy interpretations for issues raised by State agen- 
cies, officials are not always aware of all of them since they 
are not routinely distributed. GAO found that State agencies 
stretched or ignored guidelines to approve projects for es- 
tablishment funding, thus enabling them to obtain in- 
creased Federal funding. State rehabilitation agencies re- 
viewed had not developed effective administrative pro- 
cedures for controlling funds. The lack of adequate fiscal 
controls by some State agencies often resulted in inaccu- 
rate expenditure reporting to HEW, and improper or ques- 
tionable expenditures being made by the rehabilitation facil- 
ities. 
Recommendations: The Secretary of HEW should direct the 
Commissioner of the Rehabilitation Services Administration 
(RSA) to: review the expenditures for establishment and 
construction and make every reasonable effort to recover 
from State rehabilitation agencies Federal funding which 
did not clearly comply with Federal regulations and pro- 
gram requirements; establish a systematic process to as- 
sure that all Federal policy interpretations are forwarded 
and maintained by each RSA regional office and State 
agency; require the RSA regional staff to provide guidance 
and leadership to State agencies so that States implement 
adequate procedures and controls; require State agencies 
to forward a copy of each approved project application in 
time for RSA comments before starting a project; and re- 
quire the regional staff to monitor the adequacy of State 
agencies’ procedures and controls, to assure the proper use 
of basic program funds. Pending consideration of the 
recommendation made by GAO to Congress that a single 
authority be developed, the Commissioner of RSA should 
revise the Federal regulations and program guidelines to: 

provide detailed instructions to State vocational rehabilita- 
tion agencies to help them implement the changes in the 
construction and establishment authorities made by the 
1973 Act, as amended; and identify and clearly differentiate 
between the types of activities eligible for funding under 
each authority. Congress should amend the Rehabilitation 
Act of 1973 to create a single Federal authority for authoriz- 
ing the States’ use of basic program funds to: (1) construct 
new buildings; (2) acquire, expand, remodel, alter, or reno- 
vate buildings; and (3) pay for rehabilitation facility staff. The 
Congress should also maintain the provision in the 1973 
Act that requires the Hill-Burton formula for determining the 
Federal share for construction activities. The term “Federal 
share” should be amended to make the Federal funding 
rate for staffing under Title I consistent with staffing rates 
under Title III of the 1973 Act. If Congress decides to main- 
tain the separate funding authorities in the 1973 Act, GAO 
recommends that the Act’s present restriction for construc- 
tion (limiting Federal funding to 10 percent of the State’s 
annual Federal funding for the vocational rehabilitation pro- 
gram) be revised to limit activities under both the construc- 
tion and establishment authorities to 10 percent of a State’s 
allotment. 

Agency Comments/Action 

The Department of Education concurred with all recom- 
mendations except the one requiring State agencies to for- 
ward a copy of each approved project application in time 
for RSA comments before starting a project. The Depart- 
ment believes that manpower limitations would not allow 
time for Federal comments before approval of all establish- 
ment applications. In June 1980 and March 1981, the De- 
partment identified specific actions it is taking in response 
to the recommendations and outlined the progress made to 
date. Action on all recommendations is not scheduled for 
completion until March 1982. 

Appropriations 

Rehabilitation facilities - Department of Education, Special 
Education and Rehabilitation Service 

240 



DEPARTMENTOFENERGY 
Cleaning up Commingled Uranium Mill Tailings: Is Federal Assistance Necessary? 
@MD-79-29, 2-5-79) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Atomic Energy Act of 1946. Atomic Energy Act of 1954. Uranium Mill Tailings Radiation Control Act 
of 1978 (P.L. 95-604). 

Until recently, commingled uranium mill tailings were be- 
lieved to be of such low radiation that they were not con- 
sidered harmful to the public. As a result, the tailings were 
often left in uncontrolled piles. Recent concern about the 
possible adverse effects of low-level radiation over long 
periods of time prompted the request that GAO determine 
whether Federal assistance should be provided to active 
mills to clean up the mill tailings. 
Findings/Conclusions: Cleaning up all of the commingled 
tailings would have the advantages of reducing a possible 
health hazard and taking another step toward resolving 
some of the problems of safely disposing of radioactive 
wastes. Offsetting these advantages, however, are some 
strong disadvantages. The cleanup costs could go as high 
as $315 million using current technology. Further, the 
cleanup program could be considered as an additional pre- 
cedent for cleaning up other nuclear facilities, which would 
be a far more costly endeavor. This is extremely important 
because the question of who should pay for cleaning up nu- 
clear facilities has not yet been fully considered, primarily 
because very little decommissioning of these facilities has 
been done to date. In GAO’s view, the most significant fac- 
tor in favor of providing Federal assistance in cleaning up 
commingled tailings pertains to the Federal Government’s 
role in creating the mill tailings situation. 
Recommendations: In order to assure that the uranium mill 
tailings are controlled in a safe and environmentally sound 
manner, Congress should provide assistance to the active 
mill owners to share in the cost of cleaning up that portion 
of the commingled mill tailings that were generated under 

Federal contracts. These are the tailings for which the Fed- 
eral Government has a strong moral resonsibility. Congress 
should also consider having the Federal Government assist 
those mill owners who acted in good faith in meeting all le- 
gal requirements pertaining to the stabilization of the mill 
tailings that were generated for commercial purposes and 
for which the Federal Government, through the Nuclear 
Regulatory Commission, is now requiring retroactive stabili- 
zation. At the same time, however, Congress should make 
clear that this establishes no precedent for the Federal Gov- 
ernment assuming the financial responsibility of cleaning 
up other non-Federal nuclear facilities and wastes, includ- 
ing those mill tailings generated after the date when the 
Federal Government notified industry that the tailings 
should be controlled. 

Appropriations 

Operating expenses and capital acquisition - Department of 
Energy 

Appropriations Committee Issues 

Congress should provide assistance to active mill owners to 
share the cost of cleaning up mill tailings produced under 
Federal contract. Congress should consider having the 
Federal Government assist mill owners who meet legal mill 
tailings control requirements, particularly those with 
commercially-generated mill tailings for which the Federal 
Government is now requiring retroactive remedial action. 



DEPARTMENTOFENERGY 
Lighting and Thermal Efficiency Standards 
(EMD-79-32, 3-8-79) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Policy and Conservation Act (P.L. 94-163). Energy Conservation and Production Act (P.L. 
94-385). National Energy Conservation Policy Act (P.L. 95-619). 

The progress made by the Department of Energy (DOE) in 
the development of mandatory lighting and thermal effi- 
ciency standards for Federal buildings was evaluated. 
Findings/Conclusions: Technical problems are hampering 
the development of a lighting efficiency standard which 
would take into account nonuniform lighting levels for vari- 
ous building areas, lamp efficiency, lighting controls, and 
natural light. Such problems must be resolved to achieve 
lighting and thermal efficiency standards for new and exist- 
ing Federal buildings. In addition, recent requirements for 
conserving energy in Federal buildings placed on DOE by 
the National Energy Conservation Policy Act may com- 
pound this situation. 
Recommendations: DOE should move forward with an ag- 
gressive and effective IO-year plan to conserve energy in 
both existing and new Federal buildings. Requirements that 
are causing problems in carrying out an effective energy 
conservation program should be reported by DOE to ap- 
propriate congressional committees. 

Agency Comments/Action 

DOE has not fulfilled its intention to publish the final Feder- 
al 1 O-Year Buildings Plan in fiscal year 1981. The final plan 
when completed will contain mandatory lighting and ther- 
mal efficiency standards for Federal buildings. 

Appropriations 

Energy conservation - Department of Energy, Assistant 
Secretary for Conservation and Solar Energy 

Appropriations Committee Issues 

DOE has not yet developed a 1 O-year plan for energy con- 
servation in Federal operations nor has DOE established 
mandatory lighting and thermal efficiency standards as re- 
quired by law. 
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DEPARTMENTOFENERGY 
Need To Increase Department of Energy’s Efsorts To Encourage SmzZZ Business Contracting 
(EMD-79-83, 6-26-79) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Department of Energy Act of 1978 - Ciian Applications (42 U.S.C. 7256). Small Business Act (15 
U.S.C. 644). 

A review was conducted to determine the effectiveness of 
the Department of Energy’s (DOE) efforts to encourage 
small business contracting in solar energy research and de- 
velopment 
Findings/Conclusions: A strong commitment to small busi- 
ness involvement is vital for DOE to foster greater small 
business participation in its procurement process. For fiscal 
year 1979, the overall goal for contract awards to small 
business was established at 15 percent of the total contract 
award dollars. Based on the percent of small business con- 
tract awards for fiscal year 1978, the small business pro- 
curement goal set for 1979 appeared to be low. Goals are 
developed by a consensus of ail office managers. The 
prime consideration of program managers in awarding 
contracts is technical competence of the contractor. Some 
program managers did not know the definition of small 
business and were unaware of present contractors which 
met the criteria. Moreover, most program managers are not 
using the available information system which lists and pro- 
fifes small business contractors by their areas of expertise, 
and might help locate potential small business contractors. 
Recommendations: The Secretary of Energy should irn- 
prove procedures for setting goals for small business con- 
tract awards; provide guidance through formalized pro- 
cedures to those initiating procurement requests on identi- 

fying technically competent potential small business con- 
tractors and methods for increasing small business con- 
tract awards; and assign a small business technical advisor 
to the Small Business Adrniiistration representative as re- 
quired by law. To insure adequate monitoring of small busi- 
ness participation in the procurement process and to identi- 
fy the need for corrective actions, the Secretary should 
direct managers of program offices, field buying offices, 
and Department-owned, contractor-operated facilities to re- 
port statktics on small business contracts and subcontracts 
until the Integrated Procurement Management Information 
System is fully operational. 

Appropriations 

Operating expenses and capital acquisition - Department of 
Energy 

Appropriations Committee Issues 

The Department of Energy should take steps to strengthen 
the Office of Small and Disadvantaged Business Utilization 
by compiying with the legal requirements to reorganize the 
office so that the director reports directly to the Secretary or 
to his deputy, and the small business specialists report to 
the director. 
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DEPARTMENTOFENERGY 
Cost To Retire Uranium Enrichment Facilities Should Be Included in Current Uranium Enrichment Charges 
(EMD-79-94, 9-6-79) 

Budget Function: Energy: Energy information, Policy, and Regulation (0276) 
Legislative Authority: Atomic Energy Act of 1954 (42 U.S.C. 2001). Legislative Reorganization Act of 1970. P.L. 95-91. 

GAO has maintained an interest in the Department of Ener- 
gy (DOE) uranium enrichment pricing policies and pro- 
cedures. DOE, the sole supplier of enriched uranium in the 
United States, has three enrichment plants in operation with 
a fourth scheduled to begin operation in the late 1980’s. 
Eventually these plants will be retired. According to the 
former Energy Research and Development Administration, 
the costs to restore the plant areas to their original condi- 
tions were estimated to be up to 5 percent of the capital in- 
vestments in the plants, or about $570 million. This would 
add about $1.50 per unit of enriching services to the 
current DOE price of about $89 per unit, and increase the 
average cost of electricity to consumers by 3 mills per ki- 
lowatt hour. 
Findings/Conclusions: DOE has no firm estimates available 
concerning the future cost of decontaminating and decom- 
missioning its uranium enrichment facilities, and has indi- 
cated that, given the current capital improvement program 
at existing facilities, it does not expect to evaluate these 
costs any time in the forseeable future. It is depreciating the 
three existing plants through the year 2000, implying that 
their useful life could end as of that year. GAO believes that 
the Secretary of Energy should take the necessary steps to 
see that commercial customers’ share of the estimated cost 
of retiring these uranium enrichment facilities is recovered 
in the current DOE charge for uranium enrichment services 
by adding a reasonable charge to its current enrichment 
service prices. 

Recommendations: The Secretary of Energy should 
prepare detailed estimates of the future cost of decommis- 
sioning and decontaminating the Nation’s uranium enrich- 
ment facilities; modify the DOE criteria for enrichment serv- 
ices charges to include a charge for enrichment plant 
decommissioning and decontamination costs; and request 
any legislative authority needed to permit DOE to include 
future uranium enrichment plant decommissioning and 
decontamination costs in its present charges for uranium 
enrichment services. 

Agency Comments/Action 

The Department of Energy disagreed with the recommen- 
dations and has taken no action. 

Appropriations 

Operating expenses and capital acquisition - Department of 
Energy 

Appropriations Committee Issues 

The Committees should direct DOE to charge the current 
users of uranium enrichment services for the cost of 
decommissioning and decontaminating the facilities that 
are now providing the services. 



DEPARTMENTOFENERGY 

Evaluation of the Depmtrnent of Energy’s Ofice of Inspector General 
(EMD-80-29, 11-28-79) 

Budget Function: Financial Management and lnformation Systems (1100) 
Legislative Authority: Department of Energy Organization Act (P.L. 95-91). inspector General Act of 1978. Energy and Wa- 
&Development Act (P.L. 96-69). OMB Circular A-73. 

GAO was requested to review the process and procedures 
in the Department of Energy’s (DOE) Inspector General Of- 
fice with regard to that office’s planning, audit coverage, au- 
dit followup, and staffing. The DOE Office of inspector Gen- 
eral, created by the Department of Energy Organization Act, 
is required to coordinate, supervise, and conduct investiga- 
tions and audits of all DOE internal activities to ensure 
honesty and efficiency. These activities are coordinated, 
when necessary, with other Federal, State, and local agen- 
cies and nongovemment entities. The Office also recom- 
mends corrective actions and identifies and arranges for 
prosecution of participants in fraud and abuse cases. This 
Office has a Presidentially-appointed deputy. 
Findings/Conclusions: It was found that the Office of in- 
spector General could be more effective in monitoring the 
DOE programs and operations. It does not have a sys- 
tematic review of all DOE programs and operations. The 
weakness in audit planning was acknowledged and attribut- 
ed to a need for more resources. Without such planning it is 
not possible to determine the total resources needed to au- 
dit all DOE programs effectively. Currently the 125 field au- 
ditors are not under direct control of the inspector General, 
as GAO believes they should be. This would provide max- 
imum independence in auditing activities and give the ln- 
Spector General greater flexibility in using staff resources. 
There is a need for more explicit policies outliniig the ln- 
Spector General’s responsibiies and detailing methods of 
operation to the staff. GAO believes a separate appropria- 
tion line item for this Office would highfight its resource 
needs and further assure its independence. 
Recommendations: The Inspector General should develop a 
comprehensive plan for auditing the Department’s pro- 

grams and operations. He should provide formal guidance 
to his staff, including procedures for following up on timeii- 
ness and adequacy of Department actions in response to 
audit recommendations. The Secretary of DOE should 
reorganize the Department’s field auditors under the In- 
spector General and provide any additional staffing re- 
sources which are necessary to enable him to carry out his 
responsibilities effectively. The Secretary should also review 
other offices in the Department with program evaluation 
functions and determine whether they should be under the 
inspector Generals control. Further, the Secretary should 
seek a separate appropriation line item for the inspector 
General. 

Agency Comments/Action 

DOE basically agreed with the recommendations. The De- 
partment said the first two recommendations are being car- 
ried out and the third is under advisement With regard to 
the recommendation for a separate appropriation line item 
for the inspector General, the Department would not object 
but has not requested it 

Appropriations 

Departmental administration general and special funds - 
Department of Energy 

Appropriations Committee Issues 

The Appropriations Committees should consider a separate 
appropriation line item for the Department of Energy’s ln- 
Spector General to further assure the inspector General’s in- 
dependence and add vi&ii to his resource needs. 
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DEPARTMENT OF ENERGY 

The Federal Government Needs Q Comprehensive Program To Curb Its Energy Use 
(EMD-8041, 1242-79) 

Budget Function: Energy (0270) 
Legislative Authority: Energy Policy and Conservation Act (P.1 94-163). National Energy Conservation Policy Act (P.L. 
95-619). P.L 93409. P.L 94-385. - 

In the face of the Nation’s growing dependency on foreign 
oil imports and the undesirable economic consequences, 
and despite legislative and executive directives, a compre- 
hensive energy conservation program has not yet been 
developed. The Federal Government has not made a suffi- 
cient commitment to curb Federal energy consumption 
and needs a new perspective for reducing its energy use. In 
assessing the current status of the Federal energy conser- 
vation program, Federal energy conservation efforts were 
discussed with Federal agencies, field locations were visit- 
ed, and reports and studies were reviewed and analyzed. 
Findings/Conclusions: It was found that the Department of 
Energy (DOE) has not developed energy conservation 
plans for buildings, as required by legislation and Executive 
Orders. It has not issued guidance for Federal agencies to 
use in developing overall energy conservation plans. Be- 
cause it does not have sufficient resources and organiza- 
tional status, the DOE Federal Energy Management Pro- 
gram is not capable of managing a comprehensive pro- 
gram. Most energy use reductions have resulted from 
quick-fix changes that occurred between 1973 and 1974. 
According to Federal energy consumption data, the Gov- 
ernment’s energy use has increased in 2 of the last 3 years. 
Federal consumption of gasoline has increased 18 percent 
since 1974, while the use of coal, which is plentiful, has de- 
creased 27 percent. DOE has taken the position that no 
comprehensive program is needed, and it does not intend 
to take any action to establish such a program. 
Recommendations: The President should not wait for con- 
gressional actions and should issue a new Executive Order 
which incorporates a Federal energy management policy 
statement and provides for an aggressive and comprehen- 
sive program. The Order should as a minimum: define the 
priority agencies are to place on energy conservation and 
assign the Department of Energy responsibility for the Fed- 
eral Energy Management Program; specify clearly and pre- 
cisely agency roles, authority, and responsibilities; provide 
for aggressive action to implement legislative and Executive 
order requirements; require Office of Federal Procurement 
Policy to develop more specific procurement strategies, 
guidelines, and procedures for considering energy use in 
Federal purchases and coordinate this effort with the De- 
partment of Energy; and require annual progress reports 
from the Secretary of Energy. The Secretary of Energy 
should assist the President in this effort by taking the follow- 
ing actions: establish within the Department of Energy a 
high-ranking Federal Energy Management Program office 
reporting directly to the Under Secretary; assign to this of- 
fice broad responsibility for all aspects of Federal sector en- 
ergy conservation plans and programs currently assigned 

to the Department; provide adequate funding and person- 
nel resources to the office; direct appropriate Department of 
Energy officials to implement expeditiously adequate ener- 
gy conservation plans and guidelines as intended under en- 
ergy legislation and Executive orders; and direct this office 
to develop an approved management plan for carrying out 
responsibilities. The Congress should enact legislation 
which expresses the priority and emphasis that should be 
placed on the issue of energy use and management in the 
Federal sector and consolidate existing laws. The legislation 
should require: the President to develop and implement 
through DOE an aggressive and comprehensive Federal 
Energy Management Program (FEMP) and clearly define 
the roles, authority, and responsibilities that DOE and other 
Executive branch agencies are to fulfill in the program; re- 
quire under the purview of FEMP the development and im- 
plementation of specific plans and programs; require the 
President to complete action on the above items withii 18 
months after legislation is enacted and report to the 
Congress; and provide to DOE central funding and control 
over energy conservation funds and restrict such funds to 
energy conservation use. 

Agency Comments/Action 

According to DOE, the Department recognized that its role 
of monitoring Federal efforts to curb energy use had been 
insufficient Additional guidelines, mandates, and standards 
are necessary. However, DOE has not supported establish- 
ing a high-ranking office solely responsible for FEMP, and 
has decreased the program’s management staff in fiscal 
year 1982. Although the Department also agreed with the 
recommendations to expeditiously implement energy con- 
servation plans and guidelines, the plans still need to be 
completed. 

Appropriations 

Department of the Interior and related agencies 

Appropriations Committee Issues 

DOE should aggressively pursue the development of more 
definitive mandates to reduce energy use throughout the 
Federal Government. Aggressive leadership roles are need- 
ed in the transportation and building sectors since the Gov- 
ernment owns approximately 650,000 vehicles and 
400,000 buildings. The Department of Energy, with its leg- 
islative and executive mandates, should be the focal point 
for Federal energy conservation initiatives. 
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DEPARTMENTOFENERGY 
Effects in Washington, D.C., Area of 1979 Gasoline Shortage: Supplies Less Than National Average; Price In- 
creases Comparable 
(EMD-80-70, 6-24-80) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Emergency Petroleum Allocation Act of 1973. 

During the 1979 gasoline shortage, Washington, D.C., 
metropolitan area motorists had to sit in lines at service sta- 
tions and were forced to change their driving habits. Other 
locations across the Nation, however, had less severe gaso- 
line supply problems. Consequently, a review was requested 
to determine the causes of the 1979 gasoline shortage in 
Washington, D.C., the levels in the marketing system where 
price increases occurred, and the effectiveness of the De- 
partment of Energy’s (DOE) response to the situation. 
Findings/Conclusions: In its review, GAO found that during 
the first 7 months of 1979, the Washington, D.C., area re- 
ceived proportionately less gasoline than the Nation as a 
whole. The principal reason for this difference was that the 
Washington, D.C., area suppliers had less gasoline available 
for delivery than the national average for all suppliers. Addi- 
tionally, GAO found that the Washington, D.C., area 
suburbs did not always receive a proportionate amount of 
State set-aside supplies. DOE and the oil companies have 
the authority to transfer specific amounts of gasoline from 
one area to another to correct regional supply imbalances. 
However, neither of these entities exercised this authority to 
address the Washington, D.C., area shortage. Nor has DOE 
developed overall criteria and guidelines to determine when 
an area has a supply imbalance which requires the expedi- 
tious use of DOE authority. Further, GAO found that the 
principal cause of increased retail gasoline prices in the 
Washington, D.C., area during March through July 1979 
was an increase in refiners’ prices. Most of this increase can 
be attributed to the companies’ cost of crude oil, which 
went up an average of 12.6 cents a gallon during this 
period. Despite these increases, average prices of gasoline 
in the Washington, D.C., area during July 1979 were less 
than the national average price. Also, it appears that some 
of the costs which were allowed to be passed through by 
the DOE gasoline tilt rule were put in the refiners’ cost 
banks. This raises questions as to whether the objectives of 
the tilt rule were met. 
Recommendations: The Secretary of Energy should: estab- 
lish appropriate criteria and guidelines so that DOE can 

expeditiously use its discretionary authority to direct com- 
panies to shift supplies to areas where supply imbalances 
occur in future shortage situations; work with State and lo- 
cal government agencies to identify areas experiencing 
supply imbalances; determine exactly how the gasoline tilt 
rule has been working, with specific emphasis on the rule’s 
stated objectives; determine whether the tilt rule has caused 
the significant increase in gasoline cost banks; and deter- 
mine whether revisions to the tilt rule are needed. 

Agency Comments/Action 

By letter dated September 12, 1980, DOE commented on 
the GAO report. Mthough DOE said it is working to improve 
the quality of its data bases for determining where supply 
imbalances occur, it did not state whether or not it is imple- 
menting the recommendation concerning the establish- 
ment of appropriate criteria and guidelines to be used to 
redirect gasoline supplies to cover supply imbalances. Also, 
DOE declined to implement the recommendation concern- 
ing whether the gasoline tilt rule has been working as 
planned. DOE said that such a study could probably not be 
completed before the termination of the Emergency 
Petroleum Allocation Act on September 30, 1981. 

Appropriations 

Energy operating expenses and capital acquisitions - De- 
partment of Energy 

Appropriations Committee Issues 

With the decontrol of gasoline prices, the GAO recommen- 
dations pertaining to the DOE gasoline rule are no longer 
applicable. However, the GAO recommendations about the 
DOE responsibilities during supply imbalances are still ger- 
mane. The Committees should monitor the DOE imple- 
mentation of these latter recommendations. 
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DEPARTMENT OF ENERGY 

Delays and Uncertain Energy Savings in Program To Promote State Energy Conservation 
(EMD-80-97, 9-2-80) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Conservation and Production Act (P.L. 94-385; 42 U.S.C. 6892). Energy Policy and Conserva- 
tion Act. Department of Ener.gy Organization Act (42 USC. 7154). National Energy Conservation Policy Act (P.L. 95-619). 
Energy Se&r@ Act (P.L. 96-?94).- 

The Energy Conservation and Production Act of 1976 au- 
thorized four programs to encourage and facilitate the im- 
plementation of energy conservation and renewable-re- 
source measures in residences, nonresidential buildings, 
and industrial plants. The Act specifically requires GAO to 
review the four program aspects; program effectiveness, 
energy savings, an accounting by State of the State Energy 
Conservation Program (SECP), and compliance monitor- 
ing, and to report its findings to Congress annually for fiscal 
years 1977, 1978, and 1979. In the second annual report 
covering activities through 1978, SECP implementation in 
four Department of Energy (DOE) regional offices and 
eight States were reviewed. 
Findings/Conclusions: The goal of SECP is to reduce the 
energy consumption of each State by about 5 percent by 
1980. However, the program has been hampered by long 
delays in enacting required State legislation, slippages in 
milestone dates, and reductions in scope in many State 
program measures. Although reported energy savings for 
1978 were 13 percent of the goal, GAO did not believe that 
the goal would be attained by 1980. It believed that the re- 
ported savings were overstated and not a valid measure of 
the actual savings. Deficiencies were identified in the tinan- 
cial and program reporting systems used in SECP which 
must be corrected before the States and DOE can effective- 
ly monitor and manage the program. To adequately admin- 
ister, control, and measure the success of SECP, DOE 
needs to monitor and compare program results with pro- 
gram expenditures. However, States were not asked to sub- 
mit financial data in a format which would allow for com- 
paring program results with expenditures. Progress was dif- 
ficult to assess because the content and format used by the 
States in their progress reports varied. Monitoring activities 
in the regional offices visited were hindered by insufficient 
staff. 
Recommend&ions: The Secretary of DOE should: reassess 
the compliance determinations for those States considered 
to be in compliance with the mandatory SECP require- 
ments, especially mandatory thermal and lighting stand- 
ards. In cooperation with the States, the Secretary should 

reevaluate both mandatory and optional program measures 
in order to (1) determine if changes and improvements are 
needed in their scope to make them attainable, (2) establish 
program measure goals and milestones that are realistic 
and attainable, and (3) revise State plans and goals accord- 
ingly. The Secretary should provide specific guidance and 
technical assistance needed by the States to estimate and 
measure both projected future and actual savings as a 
result of the program. Based on the reevaluation of the 
scope and progress of State plans and program measures 
recommended above, the Secretary should work with the 
States to revise their energy savings goals. Further, the 
Secretary should assure that the States implement the DOE 
monitoring system, when approved by the Office of Man- 
agement and Budget, to provide DOE with the following as- 
surances: financial systems at the State level are sufficient 
to provide accurate cost information by program measure; 
and progress reporting by the States is in sufficient detail to 
provide accurate, consistent, and complete information on 
the status of each program measure. Finally, the Secretary 
should review with the States the Federal requirements con- 
cerning the use of Federal funds, focusing on letter-of- 
credit procedures. 

Agency Comments/Action 

DOE agreed with the recommendations and cited actions 
taken or planned for implementation. However, GAO follow- 
up indicates that some of these actions have not been com- 
pleted or were not sufficient. For example, followup of 1980 
program energy savings indicates that reported energy sav- 
ings continue to be significantly overstated. 

Appropriations 

Department of Energy and related agencies 

Appropriations Committee Issues 

Before the program can reach its true potential, DOE must 
make a number of improvements in its management. 

248 



DEPARTMENTOFENERGY 
U.S. Fast Breeder Reactor Program Needs Direction 
(EMD-80-81, 9-22-80) 

Budget Function: Energy: Energy Supply (0271) 

The Administration and Congress have not been able to 
agree on the future role of fast nuclear breeder reactors. 
They cannot decide whether to rely on nuclear power as a 
long- or short-term energy supply source. If a long-term fu- 
ture for nuclear power is desired, or even if a nuclear option 
is to be maintained, construction and operation of a fast 
breeder demonstration plant is needed. The date for the 
commercialization of the liquid metal fast breeder reactor 
(LMFBR) has been postponed from 1986 to about 2020. 
The reasons given for the delay included concern that 
plutonium-based nuclear fuels may lead to international nu- 
clear weapons proliferation, projections supporting a dimin- 
ished need for commercial breeder reactors, projections 
that LMFBR’s would not become economically competitive 
for several decades, questions about the safety of LMFBR’s, 
and the belief that the Clinch River Breeder Reactor was too 
small, too costly, and technically obsolete. In fiscal year 
1981, the Department of Energy (DOE) is planning to ter- 
minate its participation in the gas-cooled fast breeder reac- 
tor program while continuing to fund the light water breeder 
reactor program. But the light water breeder reactor pro- 
gram cannot be viewed as an alternative or backup to 
LMFBR’s because its objective and purpose are different. 
DOE withdrawal from participation in the technology devel- 
opment program will probably cause the collapse of the in- 
dustrial infrastructure that has grown in support of the pro- 
gram, and consequently, the only nuclear alternative to the 
WFBR program will be lost. 
Findings/Conclusions: GAO believes that the current strate- 
gy of postponing the commercialization date of the LMFBR 
program will not necessarily enable this country to achieve 
its nonproliferation goals. The projections of the availability 
of uranium are uncertain. Unanticipated events could in- 
crease the future demand for nuclear energy and the need 
for an early commercialization of breeder reactors. The ulti- 
mate economics of the LMFBR program are difficult to ac- 
curately project. The LMFBR is no more or less safe than 
the current generation of light water reactors. The LMFBR 
program lacks a clear mission. The disagreement between 
Congress and the Administration has made planning and 
directing the program difficult for DOE. Recent actions by 
the Administration underscore its desire to kill the Clinch 
River project and to defer any commitment for a substitute 
plant. A strong LMFBR program includes constructing and 
operating a plant, something which has not been done. A 
backup technology should be available for development in 
case the LMFBR program fails to meet its objectives. 

Recommendations: If Congress wishes to maintain a nu- 
clear option or if it wishes to commit to nuclear power as a 
long-term energy source, it should require DOE to demon- 
strate the viability of the LMFBR technology by mandating 
the construction of a breeder reactor facility. GAO is not 
necessarily advocating the completion of the Clinch River 
project as the only means of moving the program forward. 
The only resolution may be to move ahead with a larger, 
more recently designed facility instead of the Clinch River 
Project. Congress may wish to make it clear that it is not a- 
dopting a policy that would encourage premature commer- 
cial breeder deployment in this country. A commitment to a 
long-term nuclear option should include continued support 
for the gas-cooled fast breeder reactor program. Congress 
should continue to fund the program at least until the pro- 
gram reaches a decision point on whether to construct and 
operate a demonstration facility. If Congress cannot reach a 
resolution on whether to preserve the breeder option, or if it 
does not wish to do so, it should consider terminating the 
breeder program. 

Agency Comments/Action 

DOE provided written comments on the report and essen- 
tially agreed with the finding that a central organizing princi- 
ple and schedule were desirable for effective management 
of the breeder reactor program. Moreover, DOE recognized 
that there was no national policy guidance on whether or 
when breeder reactors will need to be commercially de- 
ployed. On the other hand, DOE stated that it had 
developed a rational approach for the development of the 
technology in spite of these impediments. Nonetheless, 
GAO disagreed with this assertion by DOE because the ra- 
tional approaches they referred to were neither up-to-date 
nor officially authorized by the Executive Branch. 

Appropriations 

Energy research and development - Department of Energy, 
Division of Reactor Research and Technology 

Appropriations Committee Issues 

Both the House and Senate Appropriations Committees 
have acted in line with the recommendations in the GAO re- 
port. So far, however, only the House has approved its FY 
1982 appropriations bill for DOE; the full Senate has not 
approved it as of October 30, 1981. 
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DEPARTMENT OF ENERGY 

Unauthorized Commitments: An Abuse of Contracting Authority in the Department of Energy 
(EMD-8I-12, 12-4-80) 
Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Property and Administrative Services Act. Antideficiency Act (31 U.S.C. 665). 

In fiscal year 1979, the Department of Energy’s (DOE) re- 
ported obligations made it the largest civil procuring agency 
in the Federal Government. The Federal Procurement Re- 
gulations, which govern most civilian agency purchases, 
give exclusive authority for establishing contracts to author- 
ized contracting officers. However, DOE program person- 
nel, who do not have contracting authority, have asked con- 
tractors to perform work. This circumvents established pro- 
curement regulations and eliminates the opportunity for 
competition. DOE has established special ratification pro- 
cedures for entering into contracts after unauthorized com- 
mitments have been made. These procedures require a de- 
tailed account of why the commitment was made, reviews 
by the contracting officer and General Counsel, and approv- 
al by the head of the procuring activity. However, some of- 
fices have predated contracts or issued retroactive precon- 
tract authorizations instead of following DOE ratification 
procedures for unauthorized commitments. 
Findings/Conclusions: Circumventing the normal procure- 
ment cycle will likely continue until DOE successfully elim- 
inates the causes of unauthorized commitments. There are 
three major reasons for unauthorized commitments: (1) 
DOE program officials often fail to plan procurement needs 
far enough in advance to utilize normal contracting pro- 
cedures; (2) program officials encounter emergency pro- 
gram requirements and do not believe that enough time is 
available to go through normal procurement procedures; 
and (3) program officials fail to expeditiously review, ap- 
prove, and transmit procurement requests to the procure- 
ment office. Regardless of the cause, the Antideficiency Act 
is violated when DOE program officials make unauthorized 
commitments and accept voluntary goods or services from 
a contractor before funds have been appropriated by 
Congress. In addition, DOE Procurement Regulations do 
not contain the same restrictions as the Federal Procure- 
ment Regulations on ratifying improper commitments 
which would not be allowed by the Federal Procurement 
Regulations. While there may be instances where it is 
necessary to allow a contractor to begin work before a con- 
tract is established, unauthorized commitments are never 
an appropriate means of obtaining goods or services. DOE 
needs to establish a formal method of monitoring unau- 

thorized commitments. Until it can accurately estimate how 
widespread the use of unauthorized commitments is, it will 
be difficult to attempt to eliminate them. 
Recommendations: The Secretary of Energy should take 
action to eliminate violations of the Anti-Deficiency Act. 
The Secretary of Energy should take action to develop pro- 
cedures for identifying unauthorized commitments within 
the Department. The Secretary of Energy should take ac- 
tion to clearly define in the DOE regulations the cir- 
cumstances under which a formal ratification can be made. 
The Secretary of Energy should take action to require all 
program offices in DOE to effectively plan procurement ac- 
tions one year in advance and enter them into the existing 
DOE planning system. The Secretary of Energy should 
take action to amend DOE procurement regulations 
governing ratifications to make them consistent with the 
Federal Procurement Regulations. The Secretary of Energy 
should take action to develop a program to educate all 
agency personnel who are responsible for initiating pro- 
curement requests in the proper procedures for emergency 
procurement situations. The Secretary of Energy should 
take action to develop a procurement request tracking sys- 
tem within each DOE program group to ensure that re- 
quests are reviewed and approved in a timely manner. 

Agency Comments/Action 

DOE revised a procurement notice (DOE N4220.1A-- “Ra- 
tification of Unauthorized Contract Awards”) and issued a 
new Acquisition Letter (DOE PL 9-3; AL 81-7) to act upon 
the GAO recommendations. These documents now define 
for DOE the circumstances under which a formal ratifica- 
tion can be made, and rescind all previous authority to 
predate contracts and retroactively authorize precontract 
costs. DOE also agreed to amend its procurement regula- 
tions to make them consistent with Federal procurement 
regulations in the area of ratifications. 

Appropriations 

Procurement - Department of Energy 
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DEPARTMENT OF ENERGY 

Management Problems Impede Success of DOE’s Solar Energy Projects 
(EMD-81-10, 12-22-80) 

Budget Function: Energy: Energy Supply (0271) 

GAO reviewed the Department of Energy’s (DOE) manage- 
ment of its solar energy research and development (R&D) 
projects. 
Findings/Conclusions: GAO found that: (1) DOE has taken 
important steps, such as instituting decentralized manage- 
ment, establishiig a formalized management system, and 
initiating an automated contractor reporting system, to im- 
prove its R&D project management; (2) solar energy proj- 
ects are continuing to experience cost increases, schedule 
slippages, and scope reductions despite the steps; and (3) 
more complete implementation of the DOE management 
initiatives, as well as strengthened controls over solar ener- 
gy R&D project selections and admiistration, are needed 
to improve project success. GAO also found that effective 
project admiiistration has been hampered by weak DOE 
contractor monitoring and delays caused by the DOE ap- 
proach to project funding. 
Recommendations: The Secretary of Energy should direct 
the solar program office to expeditiously develop, finalize, 
and implement mukiyear program plans for the overall 
solar program and each solar technology. These plans 
should be liked in chain fashion toward achieving the 
President’s overall goal of meeting 20 percent of the 
Nation’s energy needs from solar resources by the year 
2000. The plans for each technology should include specif- 
ic and measurable goals and definiie strategies for achiev- 
ing those goals. The goals and strategies developed should 
be clear enough to enable DOE to rationally assess a pro- 
posed project’s contribution to the plan as part of its project 
selection deliberations. The Secretary of Energy should 
direct the solar program office to take efforts to more strict- 
ly comply with DOE unsolicited proposal regulations during 
the selection and approval of solar projects. The Secretary 
of Energy should direct the solar program office to reem- 
phasize to field office project managers the need for effec- 
tive project monitoring and its importance in helping solar 
projects contribute effectively to the program. The Secre- 
tary of Energy should direct the solar program office to jus- 
tify prospective projects in terms of their specific potential 
contribution to achieving the goals set forth. Ongoing proj- 
ects should be evaluated to ensure that each is making a 
contribution toward achieving the plans’ goals and that op- 
timum use of available funds is being achieved. The Secre- 
tary of Energy should direct the solar program office to en- 
sure that decentralized project management is carried out 
in the most complete and effective manner. Special atten- 
tion should be given to ensuring held offices are given au- 
thority commensurate with their project management 
responsibilities and that sufficient expertise and resouces 
are present at those field offices designated for assuming 
project management. The Secretary of Energy should 

direct the solar program office to study the current status as 
well as potential effectiveness of the automated Uniform 
Contractor Reporting System’s application in the solar pro- 
gram. If it is determined that the system can be effective as 
a project monitoring tool, the solar program office should 
be directed to expand and improve the timeliness and accu- 
racy of its automated data base and incorporate the capa- 
biity for aggregating data inputs for more complete report- 
ing of project status. The Secretary of Energy should direct 
the solar program office to strive for more timeiy and com- 
plete implementation of the DOE project management sys- 
tem for those projects formally subject to its provisions, and 
explore opportunities for expanding the application of the 
system to solar projects on which formal application has 
not already been made. The Secretary of Energy should 
direct the solar program office to consider expanding the 
use of long-term, multiyear funding commitments for solar 
projects, providing for periodic reexaminations to verify 
each project’s merits. Wii this context, the Shenandoah 
project should be specifically reexamined to determine 
whether the reductions that have been made in the project’s 
scope need to be restored for the project to merit continued 
funding. If the scope reductions are sustained, project ter- 
mination might be the most prudent course of action. 

Agency Comments/Action 

DOE agreed with the thrust of most of the GAO recom- 
mendations. However, concerning the recommendation 
that DOE explore opportunities to expand application of its 
project management system to more projects, DOE be- 
lieved such application would not be warranted. It also 
disagreed with the recommendation that DOE consider ex- 
panding the use of long-term, multiyear funding commit- 
ments for solar projects. ln this connection DOE contended 
that, because funding is appropriated on an annual basis, it 
is not always possible to adhere to multiyear funding plans 
for individual projects. 

Appropriations 

Operating expenses, energy supply, research and develop- 
ment activities - Department of Energy, Assistant Secretary 
for Conservation and Renewable Energy 

Appropriations Committee Issues 

In reviewing appropriations for solar research and develop- 
ment, the Committees should consider that DOE does not 
believe expanded application of its project management 
system and greater use of multiyear project funding is 
necessary to improve project management. 



DEPARTMENTOFENERGY 
improved Data and Procedures Needed for Development and implementation of Building Energy Performance 
Standards 
(EMD-81-2, 12-23-80) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Conservation Standards for New Buildings Act of 1976 (P.L. 94-385). Department of Energy 
Organization Act (42 U.S.C. 7154). Housing and Community Development Act of 1980 (P.L. 96-399). 

The New Buildings Act of 1976 requires the development of 
building energy performance standards to set limits on the 
total amount of energy buildings may be designed to use. 
The Department of Housing and Urban Development 
(HUD) originally had the responsibility for this program; 
however, the responsibility to develop and promulgate the 
standards was transferred to the Department of Energy 
(DOE), leaving the implementation responsibility with HUD. 
An examination was made of: (1) what still needs to be 
done before sound standards can be issued; (2) the need to 
transfer implementation responsibility for the standards 
from HUD to DOE, and (3) the inappropriateness of the 
proposed sanction for noncompliance in view of the large 
decrease in expected energy savings. 
Findings/Conclusions: The development of the standards 
has not been smooth, and problems have surfaced with 
respect to completeness and ease of implementation. The 
original legislative deadline for final issuance of standards 
has not been met. Areas which require more work before a 
sound energy conservation standard is possible include: (1) 
basing the methodology used to develop the commercial 
and multifamily building standards on minimum life-cycle 
costs; (2) expanding the data base used for the single- 
family standards to include more cities; (3) basing weighted 
factors used to account for energy consumed in the refining 
of fuel and generation of power on local data, not on nation- 
al averages; (4) developing standards for mobile homes, 
restaurants, and industrial buildings; (5) developing means 
for designers, builders, and local code officials to determine 
if a building complies with the standards; and (6) consider- 
ing recent improvements in building design practices when 
updating the estimate of expected energy savings from the 
standards. Recent legislation has modified the timetable for 
the standards, providing DOE with more time to resolve 
these problems. The implementation responsibilii for the 
program should be transferred to DOE so that the total 
responsibility for the program will rest with one agency. 
GAO believes that DOE should consider whether a volun- 

tar-y program would be a suitable alternative to the sanc- 
tions for noncompliance with the standards which the Act 
contains and which, if imposed, would in effect make them 
mandatory. 
Recommendations: Congress should transfer implementa- 
tion and enforcement responsibility from HUD to DOE. 
The Secretary of Energy should base estimates of energy 
savings on current construction practices, and also consid- 
er the expected amount of non-compliance with the stand- 
ards in computing the savings. The Secretary of Energy 
should continue to work on improving the soundness of the 
standards for the commercial sector so that the basis of the 
standards is minimum life-cycle cost to the building owner, 
as is true for the residential sector. The Secretary of Energy 
should develop procedures and cost estimates for imple- 
menting a voluntary Building Energy Performance Stand- 
ard and also estimate energy savings that could be expect- 
ed from such a voluntary program. This effort could assist 
Congress in making its decision on sanctions. 

Agency Comments/Action 

The Department has taken the position that Federal Build- 
ing Energy Performance Standards are not needed. The 
Admiiistration requested no funds for this effort in fiscal 
year 1982. 

Appropriations 

Energy conservation - Department of Energy, Assistant 
Secretary for Conservation and Renewable Energy 

Appropriations Committee Issues 

GAO believes that there is a need for the Department to 
complete the development process for building energy per- 
formance standards and to determine how effective a 
voluntary standards program would be in achieving energy 
savings in new buildings. 
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DEPARTMENTOFENERGY 

Residential Energy Conservation Outreach Activitim-A New Federal Approach Needed 
(EMD-H-8, 2-11-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Policy and Conservation Act (P.L 94-163). Energy Conservation and Production Act (P.L 
941385). Department of Er&gy Organization Act 

GAO evaluated the residential energy conservation 
outreach activities of the Department of Energy (DOE) by 
examining the contribution that outreach can make in 
achieving energy conservation, the effectiveness of akema- 
tive outreach techniques, and the current program direction 
and management of DOE. 
Findings/Conclusions: Consumers need to be aware of 
their energy conservation opportunities before they can act 
if consumers do not have, comprehensive information and 
are not effectiveiy provided such information, the extent to 
which they can or wiii realize avaiiabie energy conservation 
opportunities wiii be iimked. Combiig individuaiized infor- 
mation with personalized delivery of that information has 
been shown to resuit in the greatest amount of voluntary 
energy conservation by each individual. Conducting 
outreach activities in this manner can make a fundamental 
contribution in any approach to achieve greater residential 
energy conservation. DOE does not have an effective 
outreach strategy and does not evaluate its outreach activi- 
ties to determine their impact on consumer conservation. it 
cannot demonstrate how its outreach programs compie- 
ment the outreach programs being provided by others. The 
four major DOE outreach efforts have not been integrated 
into a cohesive prograrn strategy. DOE has devoted inade- 
quate resources to evaluation. in limited cases where 
evaluations had been performed, either the procedures 
were questionable or the results were not applied. The En- 
ergy Extension Service (EES) does not effectiveiy coordi- 
nate Government outreach activities and is carrying out 
programs similar to ones previously funded. 

Recommendations: The Secretary of Energy should elevate 
the organbational status of the EES program. in carrying 
out this recommendation, the Secretary should consider 
the organizational status provided EES in its originai iegisia- 
tion. The Secretary of Energy should develop and imple- 
ment an integrated residential energy conservation 
outreach strategy which has as its centerpiece encouraging 
residential consumers to obtain on-site energy audits. 

Agency Comments/Action 

The Department disagreed with the recommendations and 
stated its view that the Federal Government should have a 
iknited role in conservation outreach activity. The Depart- 
ment further stated that it was requesting no funding for its 
residential energy conservation strategy (RCS) and EES in 
fiscal year 1982 and would propose the repeal of the iegis- 
iation estabiishing RCS and EES 

Appropriations 

Energy conservation - Department of Energy, Assistant 
Secretary for Conservation and Renewable Energy 

Appropriations Committee Issues 

The Committees should consider that while Congress has 
authorized funding for RCS and EES in fiscal year 1982, 
any administration action to repeal the legislative authority 
for these programs should be evaluated in terms of the ifke- 
iihood that services provided through these programs will 
be forthcoming from non-Federal sources. 
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DEPARTMENTOFENERGY 
Natural Gas Plan Needed To Provide Greater Protection for High-Priority and Critical Uses 
(EMD-81-27, 3-23-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Natural Gas Act (15 U.S.C. 717). Department of Energy Organization Act (42 U.S.C. 7101). Natural 
Gas Policy Act of 1978 (92 Stat. 3350). National Energy Conservation Policy Act (92 Stat. 3206). Powerplant and Industrial 
Fuel Use Act of 1978 (92 Stat. 3289). Public Utility Regulatory Policies Act of 1978 (92 Stat. 3117). Energy Tax Act of 1978 
(92 Stat. 3174). Energy Supply and Environmental Coordination Act of 1974 (88 Stat. 246). 

Conventional sources of natural gas supplies are being de- 
pleted. Federal natural gas legislation clearly shows 
Congress’ intent to ensure the efficient use of natural gas 
over the long term. It has had very limited success in previ- 
ous attempts to restrict consumption and growth in the nat- 
ural gas market through means of a coal conversion pro- 
gram and an end-use curtailment policy. Natural gas poli- 
cies and strategies have been implemented at the State and 
local levels and by interstate pipeline companies to meet 
their economic self-interests and local needs. GAO re- 
viewed the natural gas policies in nine States. 
Findings/Conclusions: Some of the States reviewed had no 
curtailment policy or controls. Some issued no curtailment 
guidelines for utility companies under their jurisdiction but 
approved end-use curtailment plans on a case by case 
basis. One State directed utilities to file curtailment plans 
and suggested they follow the Federal priority-of-service 
categories but approved the utilities’ plans whether or not 
such priorities were followed. The other States had 
developed a single statewide curtailment plan that local util- 
ities were required to adopt and follow. The final use of nat- 
ural gas did not necessarily conform to the Federal priori- 
tized system of curtailment. Federal authority to control or 
regulate natural gas did not extend beyond delivery to utility 
companies. Federal efforts to control the attachment of new 
customers has been jurisdictionally limited. Of the 22 utility 
companies included in the GAO review, 18 were seeking 
new customers. GAO found that 75 of the 78 large industri- 
al end-users contacted had installed an alternate fuel capa- 
bility as a result of prior natural gas shortages. Of the large 
industrial end-users, 22 believed that future natural gas sup- 
plies would be adequate. GAO reviewed the growth of new 
hookup policies of three interstate natural gas pipeline 
companies and noted that all three were permitting their 
distributers to attach new customers. Two of the companies 
were not promoting gas for industrial boiler use. 

Recommendations: The Secretary of Energy and the Chair- 
man of FERC should clearly communicate that the gas- 
for-oil program is temporary and not to be interpreted as a 
departure from overall Federal efforts to encourage the effr- 
cient use of natural gas. The Secretary of Energy should 
take the lead and work with the Chairman of FERC to 
develop a plan to provide greater assurance that natural gas 
supplies will be available for high priority and critical uses in 
the mid- and long-terms until substitutes are developed or 
the transition to alternates is feasible. The plan should be 
built on an analysis of natural gas supply and demand 
scenarios and regulatory impacts, and their effect on end- 
users at the national, State, and regional levels. The plan 
should include a determination of Government actions and 
contingency measures needed which will assure the availa- 
bility of natural gas for high priority and critical uses. 

Agency Comments/Action 

The Department of Energy disagreed with the GAO recom- 
mendations, and the Department’s 60-day response reaf- 
firmed its position that additional planning to protect high- 
priority uses over the long term is unnecessary because 
adequate mechanisms exist to provide such protection. 

Appropriations 

Energy information, policy, and regulation - Department of 
Energy, Federal Energy Regulatory Commission 

Appropriations Committee Issues 

DOE and FERC should develop a plan to protect high- 
priority natural gas uses over the long term. The resources 
needed for preparing the plan may have implications for the 
DOE budget. 



DEPARTMENTOFENERGY 
The Energy Conservation Program for Schools and Hospitals Can Be More Effective 
(Eji4D-81-47, 3-23-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Conservation Policy Act (P.L. 95-619). 

Schools and hospitals are major consumers of energy, and 
a substantial potential exists for them to reduce their energy 
consumption and costs through a variety of energy conser- 
vation actions. The Schools and Hospitals Program was es- 
tablished by the National Energy Conservation Policy Act as 
a matching grant program to assist schools and hospitals in 
reducing their energy consumption. Funding of almost $1 
billion was authorized for the program, which is operated by 
the Department of Energy (DOE). 
Findings/Conclusions: As currently structured, the Schools 
and Hospitals Program is not an effective use of Federal 
funds when compared to other DOE conservation pro- 
grams. It is among the highest in cost but among the lowest 
in yielding energy savings. The focus of the Program should 
be directed toward providing more energy audits. However, 
the funding for phase I energy audits has been used, and 
the remaining funds are going into the less cost-effective 
phase II measures of the Program. The Program could be 
more effective if its assistance were more closely matched 
to the needs of the institutions it serves. The ability of DOE 
to evaluate the results of the Program is severely limited by 
the lack of program performance data. DOE management 
of the program has also been hampered by the lack of a 
firm staff and organization. 
Recommendations: Congress should adjust the Program to 
provide funding for additional energy audits so that they are 
available to all institutions which want and could benefit 
from them. The Secretary of Energy should assess the 
Schools and Hospitals Program on a continuous basis. The 

Secretary of Energy should promptly fill key positions in the 
Schools and Hospitals Program on a permanent basis. The 
Secretary of Energy should provide Congress the results of 
the DOE ongoing study of alternatives to the 50 percent 
cost sharing arrangement for phase II grants. The Secretary 
of Energy should provide information on how many institu- 
tions could benefit from energy audits and how much fund- 
ing will be required to provide them. 

Agency Comments/Action 

DOE basically agreed with the recommendations but 
expresses reservations over what kinds of conservation ac- 
tivities represented the most cost-effective opportunities. 
DOE indicated that it was studying the matter and would 
have a report withii a year (by February 1982). 

Appropriations 

Energy conservation - Department of Energy, Office of 
Conservation and Renewable Energy 

Appropriations Committee Issues 

Since this is the only conservation program for which the 
Administration requested specific funding, and one of the 
few which received substantial funding through House and 
Senate action, the Committees should consider the need to 
focus support provided by the program on the most cost- 
effective conservation activities. 



DEPARTMENTOFENERGY 
DOE Light Water Reactor Fuel Utilization Improvement Program 
(EMD-81-51, 3-23-81) 

Budget Function: Energy: Energy Supply (0271) 

GAO was asked to evaluate the Department of Energy’s 
(DOE) light water reactor fuel utilization program. The ob- 
jectives of the review were to ascertain how reasonable the 
DOE goals are; what progress DOE has had in meeting the 
goals; and what, if any, technical or regulatory problems 
need to be resolved. The original goals of the fuel utilization 
program were to demonstrate nuclear fuel savings im- 
provements by 1988 that would permit utilities to reduce 
fuel requirements by 15 percent and to demonstrate further 
improvements by the year 2000 that could result in an addi- 
tional 15-percent fuel savings. When DOE set up the pro- 
gram, it estimated that these savings, if realized, could ex- 
tend the Nation’s uranium reserves by 5 to 8 years. 
FindlngslConcluslons: Although the DOE program is still at 
an early stage and only limited program results are availa- 
ble, GAO found that: (1) the 1988 DOE goal is reasonable 
since a large part of the short-term demonstration program 
consists of proving that existing fuels can be used longer 
and working on new fuel savings designs and other im- 
provements; (2) many utilities will probably use a major 
DOE short-term improvement, longer burnup fuel, to ac- 
complish their own economic objectives of minimizing 
power generation costs at the expense of maximizing fuel 
savings; (3) how extensively the commercial nuclear indus- 
try will implement fuel savings improvements is uncertain at 
this time; (4) a draft study assessing potential regulatory is- 
sues has concluded that there are no regulatory problems 
which might preclude the widespread use of the DOE 
short-term improvments; and (5) the program will not fore- 
close a future option of reprocessing light water reactor 
spent fuel and recycling recovered uranium and plutonium 

or of deploying breeder reactors. Additionally, GAO found 
that, although the key to the success of the program is in- 
dustry implementation, it is unlikely that DOE will realize its 
fuel savings goals in an absolute sense if the present trend 
toward longer intervals between refuelings continues. 
Recommendations: The Secretary of Energy should defer 
spending research and development funds on fuel saving 
improvements which are at best only marginally attractive 
with reprocessing and recycling until a final decision is 
made on reprocessing and recycling policy. The Secretary 
of Energy should carefully consider the prospects for indus- 
try implementation to achieve maximum fuel savings and 
give priority to those improvements which offer both the 
highest fuel savings and the best chance of implementation 
to achieve those savings. 

Agency Comments/Action 

DOE concurs fully in the recommendations. Since the Ad- 
ministration’s decision to permit reprocessing, DOE has 
sought to bring to an orderly closeout work on a large 
number of the more marginal potential improvements. The 
work already terminated or to be terminated by the end of 
the current fiscal year includes work on all nonbackfittable 
improvements and work on all but two of the backfittable 
improvements. 

Appropriations 

Energy supply research and development - Department of 
Energy 



DEPARTMENTOFENERGY 

The Department of Energy’s Water-Cooled Breeder Program--Should It Continue? 
(EMD-81-46, 3-25-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Energy Reorganization Act of 1974 (P.L. 93-438). 

The water-cooled breeder program of the Department of 
Energy (DOE) is trying to prove that existing types of nu- 
clear powerplants, called water-cooled reactors, can pro- 
duce more fuel than they consume. DOE needs to consider 
certain factors when deciding whether the water-cooled 
breeder concept should be developed further. GAO ad- 
dressed: (1) whether the water-cooled breeder program 
should continue; (2) the effectiveness of the program’s 
management; and (3) the resolution of necessary issues be- 
fore the water-cooled breeder becomes commercially vi- 
able. 
Findings/Conclusions: GAO believes that the water-cooled 
breeder program should continue. However, DOE should 
move forward now ;o prove that the water-cooled breeder 
does breed rather than pursuing other, secondary objec- 
tives which will substantially add to the cost and time re- 
quired to complete the project. Day-to-day management 
control is effective, but changes could be made to long- 
term planning efforts. Long-term cost and schedule esti- 
mates to allow for more accountability for achieving critical 
steps in the development process need to be developed. 
DOE should transfer responsibility for the program to the 
division responsible for developing other commercial reac- 
tor systems. The issues identified by GAO which need to be 
resolved before the water-cooled breeder can become 
commercially viable are the: (1) future role of nuclear power 
in meeting the energy needs of the Nation; (2) potential role 
of the water-cooled breeder versus other breeder technolo- 
gies: (3) apparent lack of substantial electric utility and nu- 
clear vendor interest; (4) need to develop a thorium fuel cy- 
cle capability; and (5) need for nuclear fuel reprocessing. 
Recommendations: The Secretary of Energy should transfer 
responsibility for any further development of the water- 

cooled breeder to the Deputy Assistant Secretary for Nu- 
clear Reactor Programs if such development is warranted. 
The Secretary of Energy should establish fifed milestones 
and cost projections for all major activities so that (1) the 
performance of the program can be better measured, (2) 
accountability over achieving critical steps in the develop- 
ment process can be better established, and (3) congres- 
sional oversight over program progress can be improved. 
The Secretary of Energy should discontinue reactor opera- 
tion at Shippingport by January 1982 and initiate the 
proof-of-breeding experiment at that time. 

Agency Comments/Action 

For the most part, DOE does not agree with the GAO 
recommendations and, therefore, does not plan any 
changes to the management of the water-cooled breeder 
reactor program. 

Appropriations 

Water-cooled breeder program - Department of Energy, 
Division of Naval Reactors 

Appropriations Committee Issues 

The Omnibus Budget Reconciliation Act of 1981 con- 
sidered GAO recommendations and directed that: (1) fund- 
ing for the water-cooled breeder reactor program be re- 
duced by $13 million for FY 1982; and (2) the light-water 
breeder reactor core be removed in FY 1983 to assure an 
orderly termination of the Shippingport subprogram by the 
end of that fiscal year so that the private sector can make a 
decision on commercialization of this approach. 
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DEPARTMENTOFENERGY 
Department of Energy Needs To Resolve Billions in Alleged Oil Pricing Violations 
(EMD-81-4.5, 3-31-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Emergency Petroleum Allocation Act of 1973 (15 U.S.C. 751 et seq.). Economic Stabilization Act of 
1970 (12 U.S.C. 1904). Department of Energy Organization Act (P.L. 95-91; 42 U.S.C. 715; 91 Stat. 565). Windfall Profit 
Tax Act (Crude Oil) (P.L. 96-223). Freedom of Information Act. 

Congress attempted to minimize the effects of rapidly in- 
creasing prices for imported oil by passing the Emergency 
Petroleum Allocation Act which established petroleum pric- 
ing controls. The Department of Energy (DOE) seeks to 
identify oil pricing violations, recover oil company over- 
charges, and obtain restitution for parties injured by the 
overcharges. 
Findings/Conclusions: DOE has alleged billions of dollars 
in oil pricing violations but has not been able to effectively 
enforce pricing regulations, primarily because of oil industry 
legal challenges. In many cases, DOE has attempted to 
avoid the cost and time involved in litigating civil cases by 
negotiating settlements with companies. However, less than 
one-third of the total alleged violations had been settled as 
of January 1981. In addition, DOE has generally been un- 
able to obtain restitution for parties that have been injured 
through overcharges. The major obstacle to making restitu- 
tion is the inability of DOE to identify precisely who has 
been injured by overcharges, since in many instances the 
overcharges were passed through the marketing chain in 
subsequent sales. 
Recommendations: Congress should approve the DOE 
funding request, assuming it is reasonable and appropriate, 
for DOE to carry out a plan for resolving the violations and 
litigation outstanding when deregulation occurred. The 
Secretary of Energy should expedite DOE efforts to issue 
proposed remedial orders. The Secretary of Energy should 
pursue ongoing litigation and continue to use administra- 
tive and court litigation, where appropriate. DOE should, 
however, negotiate settlements where it is deemed to be in 
the public interest. The Director of OMB should assist DOE 
in developing a plan to include DOE personnel and funding 
needs for the orderly resolution of the violations and litiga- 
tion outstanding when deregulation occurred. The Director 
should approve the plan and submit it for congressional ap- 
proval. The Commissioner of IRS should conduct a study 
to determine the effect that successful legal challenges to 
DOE regulations could have on IRS ability to enforce the 
Windfall Profit Tax Act. The Commissioner, through the 
Secretary of the Treasury, should then issue IRS regulations 
that reflect the changes required by the study. The Secre- 
tary of Energy should (1) allow refunds to customers only 
when DOE can assure itself that such refunds will result in 
restitution to injured parties; and (2) direct the appropriate 
enforcement officials, when injured parties cannot be readi- 
ly identified, to petition the Office of Hearings and Appeals 
to implement special refund procedures to identify and 
make refunds to parties who have suffered injuries because 

of overcharges. After applying this process, deposit any 
remaining escrow accounts’ funds and the remaining cash 
proceeds of consent orders directly into the United States 
Treasury. The Secretary of Energy should (1) separately 
identify and publicly disclose restitutional and nonrestitu- 
tional provisions in consent orders; and (2) include in con- 
sent orders specific requirements for the documentation a 
company must provide DOE as evidence of compliance. 
The Secretary of Energy should work with the Attorney 
General to (1) establish guidelines for the Justice review of 
settlement agreements which include companies with- 
drawal of civil suits against the Government; and (2) 
develop appropriate language to resolve current Justice ob- 
jections to nonlitigative provisions in Office of Special 
Counsel global settlements for inclusion in pertinent tuture 
settlements. 

Agency Comments/Action 

DOE generally agreed with most of the GAO recommenda- 
tions. However, it does not believe that the recommenda- 
tions regarding consent orders have merit. DOE said that: 
(1) consent orders clearly spell out all remedies identified in 
the orders, and (2) it has a monitoring process to assure 
compliance with consent orders. OMB said that the recom- 
mendation for it to assist DOE in developing a plan for the 
orderly resolution of the violations and litigation outstanding 
when deregulation occurred does not reflect its normal divi- 
sion of responsibility with Executive departments and agen- 
cies. OMB said that DOE should develop the plan, and it 
would work cooperatively with DOE. On July 28, 1981, 
GAO testified before the Subcommittee on Oversight and 
Investigations, House Cpmmittee on Energy and Com- 
merce that DOE had not prepared such a plan either. IRS 
officials agreed with the recommendation made to them. 

Appropriations 

Compliance and enforcement program - Department of 
Energy, Economic Regulatory Administration 

Appropriations Committee Issues 

DOE should develop a long-range plan based on a work- 
load analysis that adequately considers the orderly resolu- 
tion of outstanding violations and litigation in order to assist 
Congress in making appropriations for the DOE compli- 
ance program. The staffing required to implement i’s plan 
would impact on the DOE compliance budget. 
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DEPARTMENTOFENERGY 
The Department of Energy Should Provide Leadership To Assure Near-Term Gasoline Conservation Oppotiuni- 
ties Are Realized 
(EMD-81-52, 4-13-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Department of Energy Organization Act (P.L. 95-91). Energy Policy and Conservation Act (P.L. 
94-163). 

Gasoline conservation can play an important role in the next 
few years in helping reduce the Nation’s dependence on 
foreign oil. Even though gasoline consumption has de- 
creased over the past 2 years, additional gasoline savings 
are possible by accelerating improvements in vehicle fleet 
fuel efficiency, applying fuel-efficient driving practices, and 
reducing the number of vehicle miles driven. GAO exam- 
ined the Department of Energy’s (DOE) programs that pro- 
mote gasoline savings by educating drivers about these 
conservation opportunities. 
Findings/Conclusions: DOE programs designed to en- 
courage near-term gasoline conservation savings lack 
overall direction and focus and, while they may individually 
address appropriate conservation opportunities, together 
they are not part of any overall strategy. This lack of direc- 
tion and focus is evidenced by: (1) the DOE programs not 
supporting the goals DOE has set for near-term gasoline 
conservation savings; (2) inconsistency between the DOE 
statements regarding the importance of such savings and 
the low priority DOE has assigned to the area; and (3) the 
failure of DOE to perform adequate program evaluations. 
Recommendations: The Secretary of Energy should sys- 
tematically assess DOE’s role in facilitating and supple- 
menting private sector near-term gasoline conservation ef- 
forts. The results of the assessment should then be used to 
create a strategy to guide program development, imple- 
mentation, and evaluation. ln developing the strategy, the 
Secretary should consider programs and activities carried 

out by all DOE components having responsibility for near- 
term gasoline conservation. The strategy should also con- 
sider and build upon near-term gasoline conservation ef- 
forts of the private sector and other Federal agencies, most 
notably the Department of Transportation. 

Agency Comments/Action 

DOE agreed that there is a need to perform a new sys- 
tematic assessment of the current and projected energy sit- 
uation. DOE stated that this assessment will be done as 
part of the DOE sunset evaluation and will result in the de- 
velopment of a programmatic transportation energy con- 
servation strategy that reflects both energy and budget reali- 
ties. 

Appropriations 

Energy conservation - Department of Energy, Office of 
Conservation and Renewable Energy 

Appropriations Committee Issues 

The Committees should undertake oversight of the pro- 
grammatic transportation energy conservation strategy to 
assure that DOE accomplishes the development of a trans- 
portation energy conservation strategy that reflects both en- 
ergy and budget realities. 



DEPARTMENTOFENERGY 
Concern Over Eflorts To Put in Place a Pemzanent Facility for Solar Energy Research Institute 
(EMD-81-68, 4-27-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Solar Energy Research, Development, and Demonstration Act (P.L. 93-473). 

GAO reviewed Department of Energy (DOE) efforts to put 
in place a planned permanent facility for the Solar Energy 
Research Institute (SERI) in Golden, Colorado. 
Findings/Conclusions: GAO found that about $3 million 
has been spent over a 2-year period on designing the facili- 
ty without the benefit of a clearly defined role for SERI in the 
national solar program or long-range requirements for the 
use of the SERI facility. DOE took needed actions to defer 
design work on the permanent facility pending its reassess- 
ment of the role and mission of SERl and a determination 
of the size and cost of the project GAO agrees with this de- 
cision and believes that these actions should help ensure 
that DOE puts in place a facility which meets its needs. 
However, there are two matters which give GAO additional 
concern and which need immediate attention. First, the fu- 
ture design efforts may not take into consideration, to the 
extent practicable, the requirements for the use of the facili- 
ty over its estimated lie. Second, its associated support fa- 
cilities, both of which are part of the total proposed per- 
manent facility complex, should not proceed without ade- 
quate justification. 
Recommendations: The Secretary of Energy should defer 
related design and construction until such efforts are justi- 
fied. The Secretary of Energy should monitor the Office of 
Field Operations and International Programs’ assessment 
of the role and mission of SERI to ensure that it is done in a 
timely manner and results in a clear definition of the SERl 
role in the national solar program. The Secretary of Energy 
should identify, to the extent practicable, the research devel- 
opment and demonstration and administrative require- 
ments for the faciliv over its estimated useful life and incor- 
porate those requirements in a long range plan for the 
facility’s use. The Secretary of Energy should give high 
priority to ensuring that the justification is prepared and ap- 
proved in a timely manner, taking into consideration the 
inadequacies of the leased facilities presently being used for 

carrying out the SERl activities and any advantage that an 
early commitment to such construction may offer in meet- 
ing Colorado’s deadline and other requirements for 
transferring title to the land on which the facility is to be lo- 
cated. 

Agency Comments/Action 

In response to the report, DOE informed GAO that the 
recommended assessment of the role and mission of SERI 
is currently underway and, for fiscal year 1982 and beyond, 
specific DOE guidance to SERl on its role and mission is 
being developed in conjunction with the fiscal years 
1982-1987 institutional planning process. DOE informed 
GAO that this plan will delineate the role and mission for 
SERI and specifically address requirements for the facility to 
the extent practicable. However, to ensure that this is done 
in a timely and effective manner, the GAO recommendation 
that the Secretary monitor these efforts is till appropriate. 
DOE also informed GAO that it did not believe that further 
justification for the experiment test area and support facili- 
ties was needed and was proceeding with its final design ef- 
forts. 

Appropriations 

Plant and capital equipment, energy supply, and research 
and development - Department of Energy, Assistant Secre- 
tary for Conservation and Renewable Energy 

Appropriations Committee Issues 

SERI still lacks a clearly defined role and mission. Until such 
a role and mission is developed, the Committees should 
closely monitor DOE and SERI activities as they relate to 
funding SERl activities and constructing facilities to carry 
out these activities. 
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DEPARTMENTOFENERGY 
DOE Needs To Improve Timeliness of Third Annual Reports on Title I of PURPA 
(EMD-81-56, 4-28-81) 

Budget Function: Energy (0270) 
Legislative Authority: Public Utility Regulatory Policies Act of 1978. 

Title I of the Public Utility Regulatory Policies Act establishes 
three purposes: end-use conservation, utility efficiency, and 
equitable rates. To achieve the purposes, State regulatory 
authorities and nonregulated electric utilities must consider 
five regulatory standards and determine if such standards 
should be adopted for each electric utility for which it has 
ratemaking authority. States and nonregulated electric utili- 
ties must also begin considering six ratemaking standards 
and determine if such ratemaking standards should be im- 
plemented. States and nonregulated electric utilities are re- 
quired to report to the Department of Energy (DOE) on 
their consideration and determination progress of the 11 
standards. DOE must prepare a report to the President and 
Congress containing a summary and analysis of the reports 
submitted by States and nonregulated utilities, and recom- 
mendations for Federal actions to carry out the purposes of 
title I. The annual reports are expected to be a vehicle for 
accurately measuring the progress of these entities in order 
to provide a basis for legislative oversight by Congress. 
Findings/Conclusions: The GAO review of the reports is- 
sued so far disclosed that information contained in the re- 
ports was 4 months old when submitted from States and 
nonregulated electric utilities to DOE, 10 months old when 
reported from DOE to the President and Congress, and 18 
months old when the statutory completion dates for the 
consideration process for the ratemaking and regulatory 
standards were reported. Out-of-date information can 
hinder Congress’ legislative oversight responsibilities and 
delay possible needed amendments to the legislation. The 
noncurrent information has caused confusion and concern 
about the progress in implementing title I. GAO evaluated 
two options for making the information more timely. The 
first option was the use of an abbreviated interim report 
from States and nonregulated utilities. The second option 
was the advancement of the cut-off date for the information 

in the reports. DOE, the States, and nonregulated utilities 
were opposed to the idea of an interim report. GAO found 
that the cut-off date for information in the annual reports 
from States and nonregulated utilities could be advanced 
and not result in more cost or work to the reporting entities. 
DOE is aware of the problem of out-of-date information 
and has recently taken steps toward minimizing the timeli- 
ness problem for the third annual reports. Administration 
budget proposals for fiscal years 1981 and 1982 severely 
reduce the DOE staff that are responsible for grant pro- 
grams and legislated reports, including this work 
Recommendations: The Secretary of Energy should require 
States and nonregulated electric utilities to submit their 
third annual report to DOE by December 31, 1981, with 
status information through November 9, 1981. Because of 
the limited staff available, DOE should monitor the develop- 
ment of the report and the staffing level to assure that the 
report is issued by June 30, 1982. 

Agency Comments/Action 

In its 60-day letter, DOE agreed with all of the recommen- 
dations; however, it did not give any indication of how it was 
going to implement them. A letter is now being drafted to 
DOE requesting it to state what it is going to do. 

Appropriations 

Energy ratemaking - Department of Energy 
Energy ratemaking - Energy Regulatory Administration 

Appropriations Committee issues 

The Committees should consider providing fiscal year 1982 
funding for DOE to prepare its annual report to the 
President and Congress. 
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DEPARTMENTOFENERGY 
Federal Electrical Emergency Preparedness Is inadequate 
(EMD-81-50, S-12-81) 

Budget Function: Energy: Emergency Energy Preparedness (0274) 
Legislative Authority: Defense Production Act of 1950. National Security Act of 1947. Ciil Defense Act of 1950. Executive 
Order 11490. Executive Order 12148. 

GAO reviewed the vulnerability of the Nation’s electric 
power systems to disruptions from acts of war, sabotage, 
and terrorism and analyzed the Federal role in dealing with 
major, long-term electrical emergencies resulting from 
such acts. 
FindingslConcluslons: Federal leadership for electrical e- 
mergency planning and preparation is unorganized and 
ineffective. GAO found that: (1) the Department of Energy 
(DOE) has an inadequate program for dealing with major 
electrical disruptions; (2) DOE Emergency Electric Power 
Administration representatives are unsure of their status, 
roles, authority, and responsibility, and doubtful that the or- 
ganization could operate during an emergency; (3) DOE 
does not have adequate plans to manage and mitigate elec- 
tric power disruptions; (4) emergency plans to manage 
such disruptions and restore the power system are needed; 
and (5) problems exist in Federal coordination with respect 
to electric emergency preparedness. 
Recommendations: Congress should enact legislation re- 
quiring that appropriate plans be developed by a specified 
date. The Secretary of Energy should carry out his responsi- 
bility for electrical emergency preparedness and provide 
adequate resources to the Electric Emergency Power Ad- 
ministration. The Director of the Federal Emergency Man- 
agement Agency should (1) actively monitor DOE efforts to 
vitalize its emergency electric power program and develop 

associated plans; (2) require progress reports from DOE 
and review its progress: and (3) actively assist, support, and 
coordinate DOE efforts especially with respect to other Fed- 
eral agencies. 

Agency Comments/Action 

DOE will be placing renewed emphasis on electrical power 
emergency preparedness as part of an overall energy emer- 
gency planning program. Fp stated that it is in the proc- 
ess of developing a readiness review program to foster im- 
provements in electrical emergency preparedness. 

Approprlations 

Department of Energy, Emergency Electrical Power Admin- 
istration 
Federal Emergency Management Administration 

Appropriations Committee Issues 

DOE has indicated that they have recently undergone a 
reorganization to establish a new Assistant Secretary for En- 
vironmental Protection, Safety, and Emergency Prepared- 
ness. As a result of this reorganization, renewed emphasis is 
expected to be placed on electrical emergency prepared- 
ness. 
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DEPARTMENTOFENERGY 
Millions Wasted Trying To Develop Major Energy information System 
(AFMD-81-40, 5-15-81) 

Budget Function: Financial Management and Information Systems: Regulatory Accounting Rules and Financial Reports 
(1106) 
Legislative Authority: Department of Energy Organization Act. 

From the early 1970’s through 1977, the Federal Power 
Commission invested millions of dollars in an unsuccessful 
effort to develop a large computerized system to improve 
Federal and State effectiveness in regulating the energy in- 
dustry. After the Department of Energy (DOE) took over the 
system in 1977, it invested another 2 years and more mo- 
ney, but serious management weaknesses from the begin- 
ning kept the system from ever operating. The objectives of 
a comprehensive review of the Regulatory Information Sys- 
tem by GAO were to: (1) assess the results achieved from 
the system development effort, (2) study why delays and 
problems continued to be encountered, and (3) consider 
whether further corrective actions by Federal managers 
might still be needed. 

FtndingsKZonclusions: It was not possible to identify all the 
costs associated with the effort to develop the Regulatory In- 
formation System, because Federal offices did not 
separately account for all costs identified with the develop- 
ment and attempted implementation of the system. Howev- 
er, GAO identified over $26.5 million in such costs. The sys- 
tem failed because management deficiencies existed in all 
three major stages. In planning, the Federal Power Com- 
mission did not clearly define user needs or perform an 
adequate cost-benefit analysis of the system. In develop- 
ment, the Commission did not: (1) finalize reporting forms 
to be used by industry, (2) ensure the workability of the 
computer software, nor (3) define the format in which the 
reported data would be used. Implementation deficiencies 
occurred in attempting to use the system prematurely; large 
amounts of data were loaded into computerized files which 
were later found to be unusable. To make matters worse, 

neither the Commission nor the Energy Information Ad- 
ministration effectively monitored cost and progress during 
any of the three stages. The management deficiencies were 
further intensified by such disruptive influences as poor 
communication among system developers and intended 
users at Federal and State levels, lack of continuous in- 
volvement and support from top Federal management, and 
disruptions in both organization and personnel. 
Recommendations: The Secretary of Energy should have 
the Administrator of the Energy Information Administration 
(ElA) establish procedures for reviewing the development of 
current and Future energy information systems. The review 
procedures should stress the importance of assuring that 
(1) user requirements are adequately identified, (2) approp- 
riate cost-benefit analyses are performed, (3) plans are 
prepared for each stage of the system development work, 
and (4) the work of system developers and the needs of sys- 
tem users are coordinated throughout the development ef- 
fort. The Secretary of Energy should have the Administra- 
tor of the ELA formally document and communicate to the 
interested public plans for the future use, if any, of the Reg- 
ulatory Information System concept and the computer soft- 
ware developed, giving reasons for the actions to be taken. 

Agency Comments/Action 

In its response under Section 236 requirements, DOE said 
it would take actions to comply with the GAO recommenda- 
tions. Specifically, the Department said it would (1) enhance 
its procedures for reviewing the development of energy in- 
formation systems, and (2) provide a public notice on the 
status of the major system which failed. 
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DEPARTMENTOFENERGY 
NRC Should Specify User Needs and Improve Cost Control for Its Document Control System 
(EMD-81-90, 6-3-81) L 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 

GAO was requested to review the Nuclear Regulatory 
Commission’s (NRC) technical information and document 
control system. The review focused on determining: (1) the 
document control system’s ability to meet the needs of the 
NRC staff: (2) the costs of the system; and (3) the adequacy 
of contracting procedures followed in acquiring the system. 
Findings/Conclusions: GAO found that the document con- 
trol system is being used by less than half of its potential 
users, the NRC staff is experiencing problems in using the 
system, and its costs have increased substantially beyond 
those NRC originally estimated. Although only a few con- 
tractors submitted a proposal for the procurement, the re- 
view shows that NRC followed acceptable contracting pro- 
cedures in acquiring the system. The review showed that 
prospective contractors did not question the award of the 
contract. Potential problems of system users usually can be 
identified and resolved through a comprehensive require- 
ments study. However, NRC did not conduct such a study 
to determine the specific needs of the document control 
system’s users. In addition, GAO found that the NRC staff is 
experiencing serious problems in using the system be- 
cause: (1) the system’s data base is incomplete; (2) the 
quality of document images displayed on video computer 
terminals is poor; and (3) operating procedures for locating 

documents are difficult to use. NRC has initiated or planned 
corrective actions to make the document control system 
more responsive to its staffs needs and to improve controls 
over the system’s costs. 
Recommendations: The Chairman of NRC should direct the 
completion and implementation of planned corrective ac- 
tions to prevent the processing of duplicate documents. 
The Chairman of NRC should direct the completion and 
implementation of planned corrective actions to resolve 
problems that NRC staff is experiencing in using the sys- 
tem. The Chairman of NRC should direct the completion 
and implementation of planned corrective actions to specify 
the needs of NRC staff for an automated technical informa- 
tion and document control system. 

Agency Comments/Action 

NRC officials stated that they have initiated actions to imple- 
ment each of the three recommendations made in this re- 
port. 

Appropriations 

Administration - Nuclear Regulatory Commission 



DEPARTMENTOFENERGY 
New England Can Reduce Its Oil Dependence Through Conservation and Renewable Resource Development 
(EMD-81-58, 6-11-81) I 

Budget Function: Energy: Energy Supply (0271) 

About 80 percent of New England’s energy needs are met 
by oil, primarily foreign imports. As a result, electric rates 
and heating bills in the area are among the highest in the 
Nation. The region is vulnerable to oil supply disruptions, 
and its economy is drained to pay for foreign oil. New Eng- 
land has made significant strides since the oil embargo in 
its continuing efforts to reduce oil consumption. It is now 
using about 12 percent less oil for heating and generating 
electricity than it did before the embargo due to increased 
use of nuclear power and conservation measures. The New 
England Power Pool has other actions planned to more 
than double present nuclear power generation and signifi- 
cantly increase the use of coal. New England must be 
prepared to take even more stringent measures if its de- 
pendence on uncertain and increasingly expensive supplies 
of oil is to be reduced. 

Findings/Conclusions: Energy consultants employed by 
GAO concluded that substantial oil savings could be 
achieved by policies which emphasize conservation and re- 
newable resources. They predicted that, by the year 2000, 
alternative supplies of energy could reduce oil consumption 
for electricity generation by 49 percent and that increased 
conservation could reduce oil consumption by 57 million 
barrels for electricity generation and heating. The types of 
actions considered included appliance and lighting efficien- 
cy standards, electric space heat regulation, voltage regula- 
tion, passive solar energy requirements in new construction, 
increased use of wood, tidal power, and solar wastes. Fur- 
ther reductions of oil consumption would require a more ef- 
fective regional effort by the Department of Energy (DOE), 
the New England States, utilities, and appropriate regulatory 
bodies. The State public utility commissions must play the 
primary role in working with the utilities to increase conser- 
vation and the use of renewable resources, State legisla- 
tures should consider laws to continually improve energy 
efficiency. Electric utility plans need to reflect the potential 
from conservation and alternative supplies. States need to 

assure that utilities’ plans include potential conservation 
and alternative supply options. Public utilities commissions 
need to develop economic and regulatory incentives to 
motivate conservation and alternative energy supply op- 
tions. Each commission needs to determine whether ap- 
propriate emphasis is being placed on conservation and re- 
newable energy resources. 
Recommendations: The Secretary of Energy should deter- 
mine that if sufficient progress is not being made, then it 
should request that Congress consider stronger measures. 
The Secretary of Energy should establish a responsibility 
center in the New England regional office to coordinate re- 
gional efforts to reduce oil consumption. This responsibility 
should include: (1) monitoring utility plans and State over- 
sight of those plans and helping to assure that conservation 
and alternative supply options have been considered in utili- 
ty forecasts; (2) working with State utilities commissions 
and regional utilities to identify the energy, regulatoty, and 
economic policies that influence utility policies and deter- 
mine possible changes which would better assure that all 
options are included in formulating those policies; (3) as- 
sessing utility forecasting methods and providing advice 
and input in power supply and demand alternatives; (4) 
preparing a plan for regulatory intervention to be used when 
DOE oversight of electric power planning, at State utility 
commission or utility company level, indicates that all op- 
tions are not being given adequate consideration; and (5) 
providing technical assistance and other support, as neces- 
sary, to State regulatory commissions to help improve the 
quality of electric power planning. 

Agency Comments/Action 

Comments from the agency have not been received. 

Appropriations 

New England power pool - Department of Energy 
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DEPARTMENTOFENERGY 
Policies Governing the Bonneville Power Administration’s Repayment of Federal Investments Need Revision 
(EMD-81-94, 6-16-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Bonneville Dam Act (16 U.S.C. 8320. Flood Control Act (16 U.S.C. 825s). P.L. 96-501. P.L. 89-448. 

The Bonneville Power Administration increased its whole- 
sale electric power rate by about 90 percent in 1979 and 
has proposed another rate increase of about 50 percent ef- 
fective July 1,198l. It expects to follow these increases with 
annual rate hikes over the next several years. Because of 
widespread concern over the power rates, GAO conducted 
a survey of Bonneville’s policies for repaying Federal invest- 
ments in power generating and transmitting facilities. 
Bonneville’s repayment policies form the basis for calculat- 
ing its annual revenue requirements, which in turn deter- 
mine the size of its power rate increases and also affect the 
amount and timing of funds returned to the Treasury. The 
GAO survey included the Department of Energy’s (DOE) 
study of alternative amortization methods initiated in 1979. 
Findings/Conclusions: Early in its history, Bonneville adopt- 
ed annual amortization schedules as a businesslike ap- 
proach to measuring repayment progress. An economic 
crisis during the late 1950’s and early 1960’s caused it to 
depart from this approach, and it could not meet its 
scheduled annual repayment requirements. Believing that a 
rate increase would seriously impair the economic growth 
of the region, it adopted a policy which used future revenue 
forecasts to provide conformance to repayment require- 
ments. A 1966 House committee report has remained the 
test for revenue and repayment sufficiency, but DOE and 
the Department of the Interior have continued to change 
repayment policies. While Bonneville has been encouraged 
to explore a cost accounting amortization approach as an 
alternative to the current repayment study methodology, its 
officials have decided to retain the existing repayment 
methodology in the near term and are willing to consider a 
range of cost-based alternatives. However, Bonneville has 
neither identified a preferred alternative nor established a 
schedule for doing so. GAO believes that a cost-based ap- 
proach would offer many advantages over the current 
methodology. The factors identified by GAO as those 
Bonneville should consider in evaluating its current policies 
and alternatives fall into two categories involving: (1) re- 
quirements of the Pacific Northwest Electric Power Plan- 

ning and Conservation Act, and (2) principles of good Gov- 
ernment. The requirements of the Act should be major con- 
siderations in evaluating repayment policies. 
Recommendations: The Secretary of Energy should evalu- 
ate and explain decreases in cumulative repayments in 
responding to this letter, and, if these decreases are found 
to be recapitaliiations or refinancing of previously repaid in- 
vestments, stop the practice immediately. The Secretary of 
Energy should develop and implement a cost-based ap- 
proach to revenue need determinations to replace the 
current repayment study methodology to use in preparing 
the July 1983 rate proposal. Bonneville should develop a 
schedule for implementation within 60 days of this report. In 
implementing such an approach, Bonneville should careful- 
ly consider approaches such as retaining the congression- 
ally sanctioned 50-year maximum repayment period or, if 
repayment periods are extended to equal asset lies, should 
consider adjusting interest rates during each year of the ex- 
tension period to equal the Treasury’s average cost of bor- 
rowing. 

Agency Comments/Action 

GAO had not yet received the 60-day letter from DOE as of 
October 20, 1981. However, in its informal comments on 
the GAO draft report, DOE disagreed with the recommen- 
dations. When the 60-day letter is received, GAO will con- 
sider sending DOE a letter alerting it to the matters at hand. 

Appropriations 

Operation and maintenance - Department of Energy, 
Bonneville Power Administration 

Appropriations Committee Issues 

Bonneville’s repayment policy affects the amount and tim- 
ing of funds returned to the Federal Treasury and would 
have an effect on the Federal budget 
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DEPARTMENTOFENERGY 
Department of Energy Can Improve Management of the Acquisition of Major Projects 
(MASAD- -33, 6-22-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: &IB Circular A-l 09. 

The Office of Management and Budget (OMB) Circular A- 
109 directs Federal agencies to develop guidance to 
manage their major system acquisitions. The Department 
of Energy (DOE) has spent more than 2 years developing 
directives in accordance with OMB Circular A-109 and re- 
cently issued the final directives for its major systems. 
These systems are very costly, complex projects. GAO re- 
viewed the development and procurement of such projects 
to find out what problems remain. 
Findings/Conclusions: GAO found that DOE had not ade- 
quately identified its mission areas. Major headquarters of- 
fices did not prepare mission analyses to identify and set 
priorities for the agency’s requirements. DOE management 
lacked total commitment to support project management, 
thereby limiting the role and authority of the project 
manager. This was evidenced by the limited number of ap- 
proved project manager charters, project plans, and project 
management plans. In addition, the project manager gen- 
erally operates under two levels of authority; a field opera- 
tions manager and the Washington headquarters manager. 
The review and evaluation of major system acquisitions by 
the DOE advisory board was limited because pertinent doc- 
umentation, such as independent cost estimates, approved 
project plans, and project management plans, was missing. 
Recommendations: The Subcommittee on Investigations 
and Oversight, House Committee on Science and Technol- 
ogy, should closely monitor the progress of DOE in identify- 
ing priority systems and providing adequate resources to 
manage major system acquisitions. Further, to enhance its 

legislative oversight capacity, the subcommittee may want 
to require DOE to institute a selected acquisition reporting 
system similar to that now used by the Department of De- 
fense and the National Aeronautics and Space Administra- 
tion. The Secretary of Energy should (1) identify and assign 
mission areas to the responsible major headquarters offices 
and require each to complete a mission analysis; (2) require 
each of its major headquarters offices to set forth continu- 
ing plans to conduct a mission analysis to identify and es- 
tablish priorities for requirements; (3) require project man- 
agers to report directly to the responsible headquarters of- 
fice to strengthen the role of the project manager and in- 
crease the level of visibility of major systems; and (4) re- 
quire that major systems reviewed and evaluated by the En- 
ergy System Acquisition Advisory Board be supported by 
pertinent documentation. 

Agency Comments/Action 

DOE agreed with three of the four recommendations. The 
agency stated that it intends to improve the avenue of ac- 
cessibility for the project managers as part of several policy 
changes intended to improve its Project Management Sys- 
tem. 

Appropriations 

Research and development - Department of Energy 
procurement - Department of Energy 



DEPARTMENTOFENERGY 

DOE Needs To Reestablish a Solar Energy Goal and Develop Plans To Achieve That Goal -_ 
(EMD-SI-100, 6-25-81) 

Budget Function: Energy: Energy Supply (0271) 

The former President set a national goal of meeting 20 per- 
cent of the Nation‘s energy needs with solar and renewable 
resources by the end of this century. GAO recently complet- 
ed a survey which followed up on actions taken by the De- 
partment of Energy (DOE) in response to past GAO recom- 
mendations that DOE develop and establish a plan for solar 
energy, furnish the plan to the congressional oversight and 
budget committees to assist them in their deliberations on 
solar energy policy and budget matters, and periodically re- 
view the plan’s effectiveness. 
Findings/Conclusions: GAO found that DOE had taken 
steps toward developing a plan for achieving the 20-percent 
goal but, with the change in administration and the Admin- 
istration’s recent proposed cuts in the Federal solar budget, 
the viabiii of the goal is uncertain and planning efforts are 
at a standstill. Anticipated Federal solar energy efforts from 
1981 through 1986 are projected to amount to nearly $8.6 
billion, including nearly $7 billion in tax credits. The sub- 
stantial Federal support makes it essential that a solar goal 
be reestablished. DOE needs to develop a long-range plan 
for achieving that goal, including interim goals which would 
provide a yardstick for measuring the success of Federal ef- 
forts to develop and promote the use of solar energy. The 
goal and plan are needed to guide Federal efforts toward 
ensuring that solar technologies are developed in time to 
meet the Nation’s energy needs. The Administration’s pro- 
posed approach would reduce Federal support for solar en- 
ergy in terms of Federal budget authority but would contin- 
ue to increase overall Federal support when tax credits are 
considered. However, DOE no longer believes that a solar 
goal is appropriate and has no plans to reestablish such a 
goal. 
Recommendations: The Secretary of Energy should give 
high priority to reaffirming the 20-percent goal or establish- 
ing a new goal to provide needed focus and direction to the 
various Federal efforts aimed at promoting the develop- 
ment and use of solar energy and a mechanism for evalu- 

ating the effectiveness of such efforts. The Secretary of En- 
ergy should periodically review this plan to determine its ef- 
fectiveness and to identify areas needing modification. The 
Secretary of Energy should furnish this plan to congressio- 
nal oversight and budget committees as soon as possible 
so that it can be of assistance to these committees in their 
deliberations on solar energy policy and budget matters. 
The Secretary of Energy should develop a long-range plan 
for achieving the solar energy goal. The plan should estab- 
lish interim goals, contain specific actions needed to attain 
the goals, and identify the roles and responsibilities of the 
other Federal agencies in the solar energy effort 

Agency Comments/Action 

DOE disagreed with the GAO recommendations to set a 
national goal for solar energy use. DOE stated that the Ad- 
ministration has not and does not plan to set a quantitative 
goal for solar energy use. The President believes that by 
adopting a realistic energy pricing policy through oil and 
natural gas price deregulation, maintaining solar tax credits, 
and reforming regulatory and institutional practices, a 
healthy economic and institutional environment will be 
created that would be conducive to expanded use of solar 
energy in the United States. 

Appropriations 

Operating expenses, energy supply, research and develop- 
ment activities - Department of Energy 

Appropriations Committee Issues 

To ensure that solar technologies are developed in time to 
meet the Nation’s energy needs, the Committees should 
closely monitor the impact which the Administration’s pro- 
grams are having on the development of solar energy tech- 
nologies. 
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DEPARTMENT OF ENERGY 

Better Oversight Needed for Safety and Health Activities at DOE’s Nuclear Facilities 
(EMD-81-108, 8-4-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Atomic Energy Act of 1954. Occupational Safety and Health Act of 1970 (29 U.S.C. 653(b)( 1)). Ener- 

-- gy Reorganization Act of 1974. 

GAO was requested to determine if the Nuclear Regulatory 
Commission (NRC) or some other form of regulation would 
be preferable to the Department of Energy (DOE) oversight 
program currently in existence for safety and health matters 
at DOE nuclear facilities. To determine the adequacy of the 
DOE oversight program, GAO reviewed the four functional 
program areas: (1) occupational safety; (2) emergency 
preparedness; (3) facility design safety; and (4) environ- 
mental monitoring. 

Findings/Conclusions: GAO found that the DOE program is 
not adequate to assure that the employees at the nuclear fa- 
cilities are provided with safe and healthful working condi- 
tions. Radiological emergency preparedness has not re- 
ceived sufficient priority in DOE to ensure a level of 
preparedness for a serious nuclear accident. The DOE e- 
mergency preparedness program lacks the coordinated, 
unified approach necessary to ensure adequate protection 
at all DOE facilities. The effort by DOE for assuring that e- 
mergency preparedness programs are in place and working 
are ineffective. DOE has not fulfilled responsibilities as- 
signed to it by the Federal Emergency Management Agen- 
cy (FEMA) because it has failed to assign sufficient re- 
sources. In a previous report, GAO identified a number of 
weaknesses in the DOE emergency preparedness program 
which still exist. DOE is taking little action to assure that its 
older facilities meet current safety criteria and standards. 
The DOE safety analysis program, designed to provide 
such assurance, received relatively low priority and, as such, 
DOE is not aware of the level of design safety at many nu- 
clear facilities. While the DOE operating contractors are re- 
porting that their operations are conducted well within ra- 
diological environmental standards, the program lacks con- 
sistency from contractor to contractor and from DOE field 
office to field office. In addition, DOE relies virtually ex- 
clusively on the operating contractor for environmental 
oversight. 

Recommendations: Congress should consider legislation to 
require NRC to review and evaluate a number and a variety 
of DOE nuclear facilities and processes, including detailed 
review of plant operations, the contractors safety analysis 
methodology and report, and actions taken to mitigate has- 
ards. The Secretary of DOE should reorganize those field 
organizations involved in safety and health oversight to re- 
port directly, and exclusively, to the elevated safety and 
health organization at headquarters. The Secretary of DOE 
should require, for a potentially serious safety or health 
complaint which cannot be adequately resolved at the con- 
tractor level, that DOE safety and health officials cor*!uct an 
independent investigation and provide to the complainant a 
response which clearly addresses the issues of the com- 
plaint and provides data clearly support&e of the DOE find- 
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ings or opinions. The Secretary of DOE should take action 
to develop a uniform policy for dealing v&h safety and 
health violations. This policy should include a system to de- 
lineate classes of violations based on danger to employees 
as well as requirements for posting violations, setting abate- 
ment timeframes, and checking to ensure that corrective 
action has been taken. The Secretary of DOE should direct 
that a formal, consolidated system be established to collect 
and analyze information on workplace hazards for all DOE 
nuclear facilities and establish priorkies for future safety and 
health oversight activities based on that analysis. The 
Secretary of DOE should consolidate the policymaking, 
coordinating, and appraisal functions into one organization- 
al unit. To ensure that this unit has sufficient authority to 
carry out its responsibilities, it should at least be at a level of 
authority higher than those units responsible for imple- 
menting established policy. The Secretary of DOE should 
expedite the development of DOE emergency prepared- 
ness requirements. These requirements should clearly de- 
fine DOE and contractor responsibilities and should 
describe specific emergency preparedness criteria. Such 
criteria should reflect post Three Mile Island lessons 
learned. The Secretary of DOE should establish require- 
ments for annual appraisals of field office and contractor e- 
mergency preparedness programs. In addition, the Secre- 
tary should require that DOE independently review and 
evaluate contractor drills on a regular basis. The Secretary 
of DOE should provide the support necessary to carry out 
responsibilities delegated by FEMA in its national effort to 
improve emergency preparedness around nuclear facilities. 
The Secretary of DOE should take the necessary steps, as 
recommended previously, to correct the weaknesses noted 
in a March 1979 report The Secretary of DOE should take 
action to increase safety analysis program staffing and 
budget to provide the program with the capabifii to ade- 
quately conduct and review safety analyses. The Secretary 
of DOE should establish a target completion date for the 
safety analysis program and issue specific criteria for con- 
ducting safety analysis for existing facilities. The Secretary 
of DOE should direct that radiological monitoring and ra- 
diological monitoring oversight requirements be issued for 
mandatory application to a!l DOE facilities. The Secretary 
of DOE should develop a coordinated system whereby ra- 
diological monitoring data supplied by the DOE operating 
contractors are verified with State or local government 
agencies with monitoring capability. The Secretary of DOE 
should evaluate the oversight aspects of the headquarters 
safety and health organization to report, as a staff organtza- 
tion, to the DOE Under Secretary. At this organizational lev- 
el, competition with program offices should not exist and 
the safety and health organization would have the authority 
to mandate adherence to policy and standards. 



Agency Comments/Action 

The agency issued several orders to rectify the problems 
noted, but in general, it disagreed with the report 

Appropriations 

Operational and environmental safety - Department of En- 
ew 

Appropriations Committee Issues 

Major changes are required in the safety and health over- 
sight program at the DOE contractor-operated nuclear fa- 
cilities to ensure that safety, health, and environmental 
standards are met This responsibility falls to the operating 
contractors, who are also responsible for meeting produc- 
tion or program objectives. As a result, safety and health 
concerns must often compete with program goals. A major 
reorganization of the DOE safety and health program, as 
well as other actions, is needed to correct program deficien- 
cies. The Committees should consider legislation to require 
the NRC to review the safety of several DOE nuclear facili- 
ties. This would result in an increase in appropriations for 
NRC. 
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DEPARTMENTOFENERGY 
TVA’s Coal Procurement Practices--More Effective Management Needed 
(EMD-81-6.5, 8-14-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Tennessee Valley Authority Act of 1933. Clean Air Act. 

Because the coal purchases of the Tennessee Valley Au- 
thority (TVA) have a major impact on its costs and power 
rates, GAO reviewed the coal purchasing practices of TVA 
over the past 10 years and analyzed the timing of TVA coal 
purchases, the process used in buying coal including the 
type and length of contract, TVA quality assurance prac- 
tices, and the level of coal inventories at the powerplants. 
Ftndtngs/Conclusions: TVA contracted for about 74 percent 
of the total coal contracted for in the 1970’s during periods 
when a sellers’ market existed and when TVA had to pay 
premium prices for the coal. TVA often negotiated the con- 
tracts for these purchases on an emergency basis, but GAO 
questioned whether the negotiated procurements qualified 
as emergency procurements. Because most of the coal 
contracts held by TVA contain escalation clauses, the high 
base prices are ballooning. Continued escalation could be 
reduced by renegotiating those contracts that are still active. 
A TVA policy of buying coal only from producers east of the 
Mississippi River is costly. TVA has frequently endorsed sup- 
port of small coal operators as a means of maintaining 
competition in the coal industry and restraining cost in- 
creases. A Small Coal Operators Assistance Program has 
not been operating long enough to be fully evaluated. How- 
ever, the program may not be as effective as possible be- 
cause not all set-asides provided under the program will be 
established and potential participants are excluded because 
of the definition of a small operator. The acquisition and de- 
velopment of TVA-owned coal reserves have experienced 
problems. Quality assurance practices are not fully ade- 
quate to detect delivery of inferior quality coal, TVA has not 
aggressively enforced measures to make sure it receives 
the quality of coal paid for, and TVA is not adequately com- 
pensated for differences in coal quality. Because of inflexi- 
ble term contracts, TVA has acquired coal inventories well 
in excess of target quantities at many steamplants. 
Recommendations: TVA should revise its coal purchasing 
practices and implement a better program of forward plan- 
ning to minimize the award of contracts during periods 
when coal demand is high and to limit the duration of con- 
tracts that must be awarded during these periods. TVA 
should work for the success of the Small Coal Operator As- 
sistance Program by establishing all set-asides possible. 
TVA should consider all responsive offers from coal sup- 
pliers regardless of geographic location, and the economics 
of the source should be the primary consideration as to 
whether the offer is accepted or rejected. TVA should rene- 
gotiate at the earliest opportunity long-term contracts with 

reopeners entered during unfavorable conditions. If better 
prices cannot be renegotiated, TVA should consider cancel- 
lation. TVA should exercise caution in proceeding with de- 
velopment of the Ewing-Northern Coal Association (ENCA) 
reserves, particularly the economic feasibility of producing 
the desired quality and quantity of coal from ENCA. It 
should avoid the problems encountered at Breckenridge in 
developing ENCA. Specifically, ENCA production levels 
should be realistically established; the coal quality of ENCA 
should be thoroughly analyzed to determine if it will need to 
be washed. If so, the expense of another wash plant should 
be factored into the feasibility determination and, if trans- 
portation is contracted for separately, the contract should 
not be tied to optimum production levels and should allow 
for reopeners. TVA should discontinue using the current 
coal quality price adjustment formula. Instead, it should re- 
view the alternate formula GAO developed or should 
develop another formula that will reflect actual costs. In ad- 
dition, the formula should be included in any planned pro- 
curements as soon as possible. TVA should install effective 
sampling facilities at the Kingston Steam Plant and take ac- 
tion against those vendors that continually provide lower 
quality coal. TVA should also assign someone to monitor 
the sampling at Breckinridge. In the future, TVA should also 
avoid contract provisions that allow contractors to do sam- 
pling. TVA should revise its coal procurement procedures 
to make greater use of spot purchases at all steamplants 
and satisfy a specific percentage of forecasted coal require- 
ments through spot purchases, and it should include provi- 
sions in all term contracts which give it the option to cut 
back on deliveries when needs are not as great as forecast. 
TVA should incorporate new density figures, based on den- 
sity surveys recently completed and those now being con- 
ducted, into inventory calculations. TVA should exercise its 
option to reduce deliveries by 10 percent to steamplants 
with inventories that exceed target levels. 

Agency Comments/Action 

The 60-day letter is not due until October 14, 1981. Howev- 
er, the agency comments to the draft report were extremely 
negative and disagreed with the GAO conclusions and 
recommendations. 

Appropriations 

Procurement - Tennessee Valley Authority, Office of Power 
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DEPARTMENTOFENERGY 
Unresolved Issues Resulting From Changes in DOE’s Synthetic Fuels Commercialization Programs 
(EMD-81-128, S-17-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Energy Security Act. Clean Air Act. Clean Water Act of 1977. Environmental Policy Act of 1969 (Na- 
tional). Surface Mining Control and Reclamation Act of 1977. Defense Production Act of 1950. Nonnuclear Energy Re- 
search and Development Act of 1974. 

GAO examined the changes in the Department of Energy’s 
(DOE) synthetic fuels programs for coal liquefaction, coal 
gasification, and oil shale. 

Findings/Conclusions: DOE, under a congressionally sanc- 
tioned interim synthetic fuels program, has recently 
reached agreement to support three industry proposals 
aimed at commercial production of synthetic fuels. The Ad- 
ministration proposes to eliminate the DOE synthetic fuels 
commercialization activities and transfer the interim pro- 
gram to the U.S. Synthetic Fuels Corporation (SFC) which 
is consistent with the intent of the Energy Security Act of 
1980. With the elimination of DOE commercialization ac- 
tivities, the Administration is relying on industry, with assist- 
ance from SFC, to develop synthetic fuels. In addition, the 
Administration proposes to eliminate DOE demonstration 
functions and cut back substantially on pilot plant activities. 
The Administration views the role of DOE in synthetic fuels 
as being limited to long-term, high-risk, and high-payoff re- 
search and development (R&D). However, GAO found that 
specific definitions do not exist for these terms. In the en- 
vironmental area, GAO found that the DOE health and en- 
vironmental research work associated with pilot and dem- 
onstration plants may also be reduced. Because SFC is re- 
quired to approve the environmental and health-related em- 
ission monitoring plans, GAO believes that it has the ulti- 
mate responsibility for defining an acceptable monitoring 
plan. However, GAO believes that DOE and the Environ- 
mental Protection Agency (EPA) have a responsibility to of- 
ficially communicate their needs for project emission data 
to the project sponsors and SFC. SFC has indicated that no 
policy matters will be dictated until it has a Board of Direc- 
tors. 

Recommendations: The Secretary of Energy should estab- 
lish definitions for long-term, high risk, high-payoff pro- 
grams and direct that they be consistently applied to fund- 
ing current and future R&D projects. The Chairman, Syn- 
thetic Fuels Corporation, should invite comments on the 
proposed guidance from all interested parties including 
DOE, EPA, and State environmental agencies. The Chair- 
man, Synthetic Fuels Corporation, should publish final 
guidance, after confirmation of a Board of Directors, which 
considers the comments. The Chairman, Synthetic Fuels 
Corporation, should publish guidance for implementation 
of Section 131(e) of the Energy Security Act. This guidance 
should include: (1) who should initiate the contracts be- 
tween the project sponsors and DOE, EPA, and State agen- 
cies; (2) when the initial contracts should occur; and (3) 
how SFC will negotiate and reach agreement on acceptable 
environmental monitoring systems. 

Agency Comments/Action 

In testimony given on September 16, 1981, before the En- 
vironment, Energy and Natural Resources Subcommittee 
of the House Committee on Government Operations, the 
SFC Chairman indicated that SFC will become more in- 
volved in meeting the environmental challenges of synthetic 
fuels development than was planned prior to the GAO re- 
view. This action complies with recommendations made in 
the GAO report. Official agency comments on the report 
are due November 16, 1981. 

Appropriations 

Operating expenses and capital acquisitions - Department 
of Energy 
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DEPARTMENTOFENERGY 
DOE’s Alcohol Fuels Awards Process Resulted in Questionable Award Selections and Limited Small Business 
Success 
(EMD-81-125, 8-21-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Supplemental Appropriations and Rescission Act, 1980 (P.L. 96-304). Energy Security Act (P.L. 
96-294). Department of the Interior and Related Agencies Appropriation Act, 1980 (P.L. 96-126). Nonnuclear Energy Re- 
search and Development Act of 1974 (P.L. 93-577). 

As part of the alternative fuels program, the Department of 
Energy (DOE) made two rounds of alcohol fuels feasibility 
study grants and cooperative agreement awards. In 
response to requests by four congressmen, GAO evaluated 
the criteria and process that DOE used to evaluate propos- 
als and make award selections and the extent to which a- 
wards were made to large and small businesses. 
Findings/Conclusions: GAO found that certain events which 
occurred during the process DOE used to select awardees 
reduced the integrity of the selection process and further- 
more cast doubt over whether DOE selected the best pro- 
posals for award. DOE devoted substantial effort to con- 
ducting detailed technical evaluations of the proposals it re- 
ceived, yet frequently disregarded these evaluations in mak- 
ing award selections. It often passed over proposals with 
high technical rankings to select those with much lower 
rankings. The primary rationale given by DOE for selecting 
lower ranked proposals was the desire to achieve nontechn- 
ical objectives set forth in its program policy factors. While 
consideration of such factors in the selection process is 
valid, GAO believed that their application in the alcohol Fuels 
competitions was excessive. The integrity of the DOE a- 
wards selection process was further reduced by altered cost 
and business management evaluations. In addition to scor- 
ing each proposal according to technical criteria, DOE 
evaluated the cost reasonableness and business manage- 
ment aspects of each cooperative agreement proposal. 
GAO found that the ratings on nearly half the proposals had 
been altered by one member of the evaluation team. Finally, 
GAO found that the approach DOE used in conducting its 
competitions limited the success small businesses had in 
obtaining contract awards. The DOE evaluation criteria 
were slanted so that large corporations with considerable 
financial resources were in a better position to receive con- 
tract awards. 
Recommendations: The Secretary of Energy should estab- 

lish guidelines governing the application of program policy 
factors in the selection process and the treatment of minori- 
ty viewpoints during the proposal evaluation process. Con- 
cerning the program policy factors, these guidelines should 
set forth appropriate limits on the importance attributed to 
program policy factors in the selection process and direct 
that, when applied, the factors are applied consistently to all 
proposals. With respect to the treatment of minority views, 
the guidelines should provide an equitable mechanism for 
hearing and considering those views, perhaps in minority 
report format, while still maintaining the consensus 
viewpoint For consideration. The Secretary of Energy 
should strengthen the DOE commitment towards enhanc- 
ing small business involvement. While implementing this 
commitment could involve a number of specific steps, GAO 
believes that some of the more obvious ones include pro- 
viding assistance to help small businesses prepare better 
proposals, placing small business advisors on proposal 
evaluation teams, and establishing targets For small busi- 
ness involvement. 

Agency Comments/Action 

Agency comments have not been received to date. 

Appropriations 

Operating expenses, energy supply, and research and de- 
velopment activities - Department of Energy, Assistant 
Secretary for Conservation and Renewable Energy 

Appropriations Committee issues 

The Committees should assess the DOE efforts to develop 
guidelines for making better alcohol fuel awards in any fu- 
ture competitions and the success of small business in 
such competitions. 
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DEPARTMENTOFENERGY 
A New ZZeadquarterslField Structure Could Provide a Better Framework for Improving Department of Energy 
Operations 
(EMD-81-97, 9-j-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Department of Energy Organization Act (P.L. 95-91). 

‘The Department of Energy (DOE) field structure is a collec- 
tion of the field offices associated with the various agencies 
which were consolidated to form DOE. GAO examined the 
DOE headquarters/field organization structure to determine 
its impact on the agency’s ability to carry out its mission 
and evaluated the effectiveness of the organizational struc- 
ture as it relates to lines of authority between headquarters 
and field offices. 
Findings/Conclusions: GAO believes that the recent reor- 
ganizations DOE has made will not capitalize on the bene- 
fits that are available under the direct line authority organi- 
zation structure. Currently, the DOE program Assistant 
Secretaries do not have the author@ to control and direct 
the field staff who implement their program requirements. 
As a result, programs are not implemented as effectively, ef- 
ficiently, and economicaly as possible. Because of the po- 
tential for conflict between functional and program goals 
and objectives, functional offices often are and should be 
independent of program offices. In the DOE field offices, 
most functional offices report to the field office managers 
on the program, not the functional side of the organizational 
structure. Headquarters functional office managers general- 
ly do not have direct line authority over functional staff in 
the field. Direct lines of authority between headquarters 
functional managers and field functional staffs could pro- 
vide a framework for getting a better staff assignment 
mechanism in the field, more consistent implementation of 
departmental requirements, and better evaluation of func- 
tional activities and staff performance and control to take 
corrective actions. 
Recommendations: The Secretary of Energy should give 
program Assistant Secretary-level managers direct line au- 

thority over all field program staffs responsible for imple- 
menting their respective program requirements. This au- 
thority should ensure that headquarters program managers 
could assign, reassign, direct, control, and evaluate the field 
staffs authorized to their respective program areas. The 
Secretary of Energy should give direct line authority to the 
headquarters functional office managers over all their 
respective field functional office staffs. In exercising this au- 
thority, headquarters functional office managers should en- 
sure that the independence of functional offices is main- 
tained in headquarters and in the field so that they can ef- 
fectively carry out their missions, and program Assistant 
Secretary-level managers receive functional support for ac- 
tions that are considered critical for meeting established 
program goals and objectives. DOE should create, to the 
extent practicable, dedicated functional support staffs for 
each program Assistant Secretary-level manager. 

Agency Comments/Action 

DOE disagreed with the GAO recommendations when it 
commented on the GAO draft report.. The 60-day letter is 
not due until November 3, 1981. However, in light of the 
President’s proposal to eliminate DOE, it is doubtful that 
any consideration would be given to these recommenda- 
tions in the near future. 

Appropriations 

Department of Energy 
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DEPARTMENT OF ENERGY 

Burdensome and Unnecessary Reporting Requirements of the Public Utility Regulatory Policies Act Need To Be 
Changed 
(EMD-8I-105, 9-14-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legisiative Authority: Public Utility Regulatory Policies Act of 1978 (P.L. 95-617). 28 USC. 1252. 

GAO reviewed the need to continue portions of the Public 
Utility Regulatory Policies Act which address retail rate and 
reguiatory policies for electric utilities. The Act was estab- 
lished to encourage conservation of energy supplied by 
electric utilities, efficiency in the use of facilities and re- 
sources by these utilities, and equitable rates to electricity 
consumers. It requires each State regulatory authority, in 
the case of every electric utility for which it has ratemaking 
authority, and nonregulated electric utilities to consider and 
determine whether adoption or implementation of 11 rate- 
making and regulatory standards is appropriate. They are 
required to report to the Department of Energy (DOE), the 
President, and Congress on their actions and to make 
recommendations on additional Federal actions needed to 
achieve the purposes of the Act. The Act also requires utili- 
ties to file biennially with the Federal Energy Regulatory 
Commission (FERC) and their respective State regulatory 
authorities extensive cost-of-service data. 
Findings/Conclusions: DOE is unclear regarding the specif- 
ic contents of the annual reports and believes that the con- 
tents should focus on the status of the consideration proc- 
ess, not the actual implementation of the standards. The 
preparation of future annual reports is jeopardized by the 
Administration’s proposed budget cuts. The effectiveness of 
the DOE annual reports is somewhat weakened by untimely 
and nonverified information on actual State and utility prog- 
ress in considering and making a determination on the 
standards. Some of the data available from sources other 
than DOE on State and uti:ty ratemaking status are more 
timely than the material presented in the DOE annual re- 
port There is a wide variance of opinion among utilities re- 
garding the cost of compliance. Officials at small utilities 
stated that the costs of compliance are especially burden- 
some to them. Despite serving fewer customers, the load 
research sample requirements for small utilities are nearly 
as large as those of the much larger utilities. The current 
use of filed reports by the Federal Government, States, utili- 
ties, and special interest groups is minimal. The content, 
analyses, and potential use of the data have yet to be 
thoroughly reviewed by States and special interest groups. 
Recommendations: Congress should repeal section 116 of 
the Public Utility Regulatory Policies Act effective after the 
completion of the DOE third annual report. Congress 
should ensure, through the appropriations process, that 
DOE has sufficient priority to prepare and submit its third 

annual report to the President and Congress in a timely 
fashion. The Chairman of FERC should review and, as ap- 
propriate, revise its regulations for implementing section 
133 in order to reduce the cost and burden on utilities. In 
doing so, FERC should, before the next filings are due: (1) 
review the extent to which data collected under section 133 
duplicates other data submitted to the Federal Government; 
(2) assess whether the number of utilities required to com- 
ply with section 133 should be reduced in terms of size, 
number of utilities reporting per State and other factors; and 
(3) determine whether the data are actually being used by 
the parties for which they were intended and whether the 
benefits received from use of the data outweigh the costs. If 
FERC finds that it is cost beneficial to amend its regulations 
to reduce the number of utilities required to comply with 
section 133, it should seek such authority from Congress. 
However, if FERC shows that the costs to utilities to comply 
with section 133 are greater than the benefits to States, spe- 
cial interest groups, and other potential users of the filings, 
then FERC should request that Congress repeal the section. 

Agency Comments/Action 

Congress has not yet acted on the recommendations made 
to it. DOE agreed with the recommendations to Congress 
when it commented on the draft report FERC did not pro- 
vide official comments on the draft report. The 60-day 
period is not up until November 14, 1981, at which time of- 
ficial responses are due. 

Appropriations 

Title I of PURPA - Department of Energy, Federal Energy 
Regulatory Commission 

Appropriations Committee Issues 

For fiscal year 1982 appropriations, GAO recommended 
that Congress ensure that DOE has sufficient funds to 
prepare and submit its third annual report For fiscal year 
1983, GAO recommended that Congress repeal section 
116 of PURPA which requires DOE to prepare and submit 
reports after completion of the third annual report This 
would save the Federal Government money by decreasing 
the DOE appropriation. 
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DEPARTMENT OF ENERGY 

Congress Should increase Financial Protectian to the Public From Accidents at DOE Nuclear Operations 
(EMD-81411, 9-14-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Price-Anderson Act (Atomic Energy Damages). Atomic Energy Act of 1954 (P.L. 83-703). 

GAO examined the Price-Anderson Act as it governs the nu- 
clear accident liability of Department of Energy (DOE) con- 
tractors to determine the number of DOE contractors pro- 
tected by the Act and to render an opinion on the necessity 
for continuing such protection. 
Findings/Conclusions: The Act provides protection to both 
DOE contractors and the public to cover liabiii resulting 
from a nuclear accident Although 75 DOE prime contrac- 
tors are specifically protected by the Act, the protection is 
also extended to many thousands of subcontractors work- 
ing at DOE facilities. GAO believes that the protection pro- 
vided by the Act should be continued. This conclusion was 
arrived at after carefully considering the current U.S. posi- 
tion to develop nuclear power and the availabii of other 
forms of insurance for nuclear activities. GAO believes that 
certain provisions in the Act should be changed or clarified 
to provide better public protection from catastrophic nu- 
clear accidents. For example, the Act provides more finan- 
cial protection for accidents resulting from a commercial 
activity than those resulting from a Government operation. 
Further, the current limit on liabii may not provide suffi- 
cient public financial protection to adequately compensate 
victims of catastrophic nuclear accidents. Moreover, GAO 
believes that the Act’s definition of a nuclear incident is un- 
clear. As a result, liability arisiig from some nuclear ac- 
cidents may not be covered. 

Recommendations: Congress should amend the Price- 
Anderson Act to increase protection for DOE-contractor ac- 
tivities to provide public protection equal to that for licensed 
commercial activities. This amendment should also include 
provisions to assure that, as commercial coverage in- 
creases, contractor coverage also increases. Congress 
should amend the detinition of nuclear incident contained 
in chapter 2, section 11 (q) of the Atomic Energy Act of 
1954, public Law 83-703, as amended, by adding the fol- 
lowing at the end of the definition: “and provided further, 
that it shall include any occurrence where the Commission, 
or the Department of Energy in relation to its contractors, 
determines a release of radiation may be imminent” 
Congress should reexamine the limit on liabiii to deter- 
mine whether a new limit needs to be set and/or whether 
the limit should be tied to an index to allow for periodic 
readjustment 

Agency Comments/Action 

Recommendations made to Congress have not been acted 
on yet 

Appropriations 

Department of Energy 
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DEPARTMENTOFENERGY 
Ineffective Management of the Appropriate Technology Small Grants Program 
(EMD-81-113, 9-15-8i) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Department of Energy Organization Act. P.L. 95-39. 

GAO reviewed the Department of Energy’s (DOE) Approp- 
riate Technology Small Grants (AT%) program. GAO be- 
lieves that the ATSG program can help overcome barriers 
to the development and use of energy-related appropriate 
technology. 
Findings/Conclusions: The broad ATSG program goals es- 
tablished by DOE appear to adequately reflect the legisla- 
tive purposes of the program. However, GAO does not be- 
lieve that DOE has managed the ATSG program effectively. 
GAO found that: (1) the DOE efforts to make technical as- 
sistance available to grantees have been limited; (2) DOE 
has not effectively coordinated the ATSG program with re- 
lated DOE or other Federal agency programs which have 
the potential to help further ATSG program goals; and (3) 
DOE failed to assure that the criteria used to evaluate the 
merits of proposals for program funding were being con- 
sistently applied. As a result of these problems, GAO be- 
lieves that the limited program funds have not been used 
most effectively to encourage the development and 

widespread use of energy-related appropriate technology. 
Recommendations: The Secretary of Energy should direct 
the Department to develop an effective mechanism to 
disseminate project results to potential users. The Secre- 
tary of Energy should make technical assistance available 

to grantees to resolve problems identified through project 
monitoring or brought to the Department’s attention by 
grantees. 

Agency Comments/Action 

DOE has not formally responded to the GAO recommen- 
dations. However, DOE has stated that it does not intend to 
continue funding the ATSG program. 

Appropriations 

Energy conservation - Department of Energy, Assistant 
Secretary for Conservation and Renewable Energy 

Appropriations Committee Issues 

While DOE has not requested funding for the program in 
fiscal year 1982, Congress has authorized funding for the 
continuation of the program on a limited basis. Committee 
oversight is needed to ensure that the continuing approp- 
riate technology projects, funded in prior years, are com- 
pleted, and the results of successful projects disseminated 
and utilized to the fullest extent in related, ongoing Federal 
programs. 



DEPARTMENTOFENERGY 
Weaknesses in Znternal Financial and Accounting Controls at DOE Accounting Stations 
(AFMD-M-106, 9-17-81) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authoritv: DOE 1500.3.2 GAO 12.4.2 GAO 32.7 GAO 4. 7 GAO 11.2.7 GAO 12.2.7 GAO 24.2.7 GAO 24.5. 
7 GAO 25.6. 7 GAO 27.4. 1 Treasury Manual 6-8000. 

GAO made a survey of the accounting controls over reve- 
nue and expenditure transactions at 10 accounting stations 
within the Department of Energy (DOE). The survey was 
based on questionnaires designed to identify potential inter- 
nal control problems and on interviews and discussions 
with accounting station officials. When responses indicated 
potential weaknesses, GAO tested selected transactions to 
determine if the weaknesses existed but did not attempt to 
establish their extent or the precise corrective actions which 
were needed. 
Findings/Conclusions: The survey identified weaknesses in 
internal controls over accounts receivable, collections, dis- 
bursements, imprest funds, and obligations. In addition, 
GAO noted a lack of audits of internal control procedures 
by DOE auditors and a general absence of local operating 
instructions. GAO found that: (1) accounts receivable were 
inadequately controlled, many receivables were not entered 
in the accounting records, and those that were recorded 
were not monitored to ensure timely collections; (2) collec- 
tions were ineffectively safeguarded, were not properly 
logged in, correctly accounted for, or promptly deposited; 
(3) disbursements were made without complying with es- 
tablished procedures, preaudits were inadequate to pre- 
clude duplicate payments or overpayments, single monthly 
travel vouchers were not used, and Government transporta- 
tion requests and airline tickets were ineffectively controlled; 
(4) imprest funds were poorly managed, were not periodi- 
cally verified or audited, and opportunities to reduce fund 
balances had not been explored; (5) obligations were not 
properly handled, commitments were made before funds 
were certified as being available, and obligations were not 
validated at yearend; and (6) operating instructions and au- 
dit coverage were inadequate, written procedures were 
nonexistent or in draft form, and internal control audits were 
not being performed. Adequate internal audit coverage 

could have detected most of the control deficiencies dis- 
cussed, thus, providing the agency management with !‘)’ 
opportunity to correct them. 
Recommendations: The Secretary of Energy should: (1) en- 
sure that adequate followup actions are taken to correct the 
weaknesses GAO identified; (2) ensure that written pro- 
cedures covering all aspects of financial and accounting 
operations, including related internal controls, are 
developed and issued to all appropriate DOE offices; (3) is- 
sue instructions emphasizing that DOE fiscal procedures 
and instructions must be followed; and (4) instruct the ln- 
Spector General’s office to increase its audit coverage of the 
DOE internal financial operations with particular emphasis 
on internal controls. 

Agency Comments/Action 

Agency officials have initiated or promised corrective ac- 
tions on most of the internal control weaknesses identified 
at the 10 accounting stations discussed in the report. How- 
ever, because the weaknesses were widespread, the Secre- 
tary of Energy should follow up to assure that the 
weaknesses are corrected on an agency-wide basis and that 
the Inspector General of the Department increases audit 
coverage of the Department’s internal financial operations. 

Appropriations 

Financial management - Department of Energy 

Appropriations Committee Issues 

Because of the importance of internal controls in prevent- 
ing fraud, waste, and abuse, the Committees should follow 
up to assure that the Secretary of Energy takes the required 
corrective actions. 



DEPARTMENT OF ENERGY 

Federal Energy Regulatory Commission Needs To Act on the Construction-Work-In-Progress issue 
(EMD-N-123, 9-23-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Economic Recovery Tax Act of 1981 (P.L. 97-34). 

GAO reviewed the overall financial environment under 
which the utility industry is presently operating. 
Findings/Conclusions: The financial indicators of the elec- 
tric utility industry have deteriorated due to high inflation, 
high interest rates, accelerating construction costs, decline 
in demand, and a less than adequate rate of return. This has 
led to uncertainty about the industry’s ability to attract in- 
vestment capital needed to complete ongoing and planned 
construction programs, GAO sees the real issues as being 
whether companies need rate relief to maintain financial in- 
tegrity and whether construction programs which depend 
on such relief are needed to meet future electric energy 
demands. There are differing views on the extent of these 
problems and how they should be solved. industry and the 
financial community have proposed immediate rate relief 
options; some States believe more can be done through 
improved load forecasting, conservation, load manage- 
ment, and use of alternative sources. Some companies 
have adopted many of these’methods to alleviate their 
financial burdens. 
Recommendations: The Chairman of the Federal Energy 
Regulatory Commission should pursue with the Depart- 
ment of Energy the customizing of the Energy Information 

Administration model to use in analyzing construction- 
work-in-progress requests. The Chairman of the Federal 
Energy Regulatory Commission should develop a generic 
rulemaking for construction-work-in-progress which better 
defines financial hardship criteria that can be applied to a 
utility seeking regulatory rate relief. This criteria should ad- 
dress how to take into consideration on a case-by-case 
basis a utility’s current generation mix, such as: (1) how de- 
pendent a company is on oil and gas; (2) an analysis of a 
utility’s demand forecast to verify that capacity expansion is, 
in fact, necessary; and (3) an analysis of whether the utility is 
following least-cost supply options. 

Agency Comments/Action 

Comments were not requested and the 60-day letter is not 
due until November 23, 1981. Therefore, there are no com- 
ments or actions at this time. 

Appropriations 

Federal Energy Regulatory Commission, Office of Electric 
Power Resources 



DEPARTMENTOFENERGY 

FEDERAL ENERGY REGULATORY COMMISSION 

FERC Should Improve the Natural Gas Well Determination Process 
(EMD81-88, 7-30-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: National Gas Policy Act of 1978. 

GAO reviewed the Federal Energy Regulatory 
Commission’s (FERC) natural gas well determination proc- 
ess. The Natural Gas Policy Act (NGPA) established a series 
of maximum lawful prices for various categories of natural 
gas. These prices were intended by Congress to provide 
producers with an incentive to locate and develop new 
sources of natural gas and to continue production from 
marginal wells. The ceiling prices vary by category and es- 
calate each month based on the annual inflation adjust- 
ment. To establish entitlement for ceiling prices under any 
of the incentive price categories, producers and operators 
must apply for a well category determination, which is made 
on the basis of documentation evidencing that a well meets 
the qualification requirements defined in the law and in 
FERC regulations. 
Findings/Conclusions: GAO found that, although FERC 
had established procedures for testing the accuracy of in- 
formation used in making well determinations, the jurisdic- 
tional agencies reviewed have not established these pro- 
cedures. These agencies’ practices were weak, to varying 
degrees, in the verification of spud dates, well sites, well 
completion locations, and well production. There were also 
verification inconsistencies among the agencies. FERC 
field auditors did not review producer records when neces- 
sary to verify the accuracy of supporting evidence and . . . . resolve questions of ehgrblty. FERC desk audits all deter- 
minations received from the agencies to establish whether 
the supporting evidence is sufficient to demonstrate eligibil- 
ity. FERC has a general policy to review all determinations 

. . . . of elrgrbrlrty for sufficiency of evidence and for incentive 
prices provided in NGPA. Both the agencies and FERC 
check to see whether all required substantiating evidence 
was submitted with applications and whether such evidence 
demonstrates compliance with eligibility requirements. 
GAO believes that FERC could, at this time, adequately 
discharge its responsibility for monitoring all agencies’ 
determinations by limiting its review to a statistical sample. 
GAO believes that the FERC objective to establish whether 
or not agency determinations are supported by substantial 
evidence can be effectively accomplished by statistically 
sampling the determinations. 

Recommendations: The Chairman of FERC should discon- 
tinue desk auditing all determinations for sufficiency of evi- 
dence and direct the NGPA Compliance Division to (1) 
monitor the adequacy of agency procedures based on re- 
viewing a statistically valid sample of determinations for 
both sufficiency and accuracy of evidence, and (2) consoli- 
date the reviews for sufficiency and accuracy of evidence in 
one branch. The Chairman of FERC should direct the 
NGPA Compliance Division to (1) give guidance to the jur- 
isdictional agencies for use in implementing validation pro- 
cedures, and (2) coordinate its overall compliance activities 
with the jurisdictional agencies and review producer records 
when they are the only source of supporting evidence. 

Agency Comments/Action 

FERC was in general agreement with the GAO recommen- 
dations and has taken actions consistent with them. FERC 
has implemented procedures to selectively review well 
determinations made by jurisdictional agencies, with 
greater emphasis on problem-type determinations involving 
large sums of money. Further staffing reductions will be 
made as the workload changes and the determination proc- 
ess continues to improve. In addition, FERC will continue to 
provide assistance and guidance to any jurisdictional agen- 
cy requesting it and will audit producer records when such 
records are the sole source of supporting evidence. 

Appropriations 

Administration of wellhead pricing - Federal Energy Regula- 
tory Commission, NGPA Compliance Division 

Appropriations Committee Issues 

The Committees should monitor the FERC budget request 
for the administration of wellhead pricing to see whether 
staff reductions are being made in the area of desk-auditing 
well evaluations. 
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DEPARTMENTOFENERGY 

WESTERN AREA POWER ADMINISTRATION 

Electrical Energy Development in the Pacific Southwest 
(EMD-79-73, 104-79) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authorlty: Public Utility Regulatory Policies Act of 1978. (P.L. 95617). 

As part of an effort to assess past and potential roles for 
Federal power agencies within their respective geographic 
regions, GAO examined the role of the Western Area Power 
Administration (WAPA) in the Pacific Southwest (Arizona, 
California, and Nevada). The 10 energy principles cited in 
the April 1977 National Energy Plan provided the assess- 
ment criteria. 
FindlngslConclusions: Because of the unreliability of oil im- 
ports, escalating fuel and plant construction costs, environ- 
mental concerns, and delays in obtaining approval for nu- 
clear powerplant construction, plans to rely on coal, oil, and 
nuclear energy to provide for the Pacific Southwest’s energy 
needs through the 1990’s have become uncertain. Increas- 
ingly, utility companies and State and Federal Governments 
have considered conservation and the development of re- 
newable energy resources such as solar, wind, geothermal, 
and biomass. The report analyzed two scenarios for fulfilling 
the electricity needs of the Pacific Southwest by the year 
2000. Scenario I policies restate current State and utility en- 
ergy policies: heavy reliance on coal and nuclear resources, 
with efforts to conserve energy and develop minimal 
amounts of alternative solar and wind resources. Scenario II 
assumes an aggressive effort by the public, private industry, 
and the Government to conserve and develop more alterna- 
tive renewable sources of energy. The analysis demonstrat- 
ed that Scenario II would provide greater benefits in terms 
of cost, risk, equity, and environmental impact; would re- 
quire little change in lifestyle for the general public; and 
would require no substantial change in current policies at 
the local, State, Federal, and utility levels. The total estimat- 
ed costs of these options are $20.4 billion under Scenario I 
and $14.2 billion under Scenario II. 
Recommendations: In order to bring about a gradual in- 
crease in WAPA rates leading to a parity with average utility 
rates prevailing in its marketing area by the year 2000 and 
to assure the Pacific Southwest an adequate supply of 
electrical power, Congress should pursue the following poli- 

ties: (1) relieve WAPA of its charter responsibility for en- 
couraging the widest possible use of electricity at the lowest 
possible cost and direct it to undertake programs to exam- 
ine the most appropriate structure of its rates to encourage 
conservation, consistent with the Public Utility Regulatory 
Policies Act, and to implement those rates; (2) provide 
WAPA with bonding authority and direct it to act as a lead 
agency in its marketing area to help finance conservation 
and the development of solar and wind resources, and allow 
funds to be repaid through the power revenues; and (3) 
provide WAPA with authority to exercise flexibility in power 
charges. 

Agency Comments/Action 

The Department of Energy believes that the report accu- 
rately points out that WAPA is not fostering conservation or 
development of new resources, but questions whether this 
is a proper role for WAPA. It believes, however, that WAPA 
could arrive at such a role through an evolutionary process. 
A Department Task Force is currently studying what role 
WAPA could play in national energy demonstrations. 

Appropriations a 

Power marketing - Department of Energy 
New line resource applications - Department of Energy 

Appropriations Committee Issues 

The recommendations in this report are to make legislative 
changes in the charter of WAPA. WAPA responsibilities 
would be expanded with such changes and thus more ex- 
penditures would be required. It would give WAPA bonding 
authority and thus would not require appropriated money. 
The Appropriations Committees should be aware of and 
review the increased expenditures. 



DEPARTMENTOFHEALTHANDHUMANSERVKES 
Early Childhood and Family Development Programs Improve the Quality of Life for Low-Income Families 
(HRD-79-40, 2679) 

Budget Function: Education, Training, Employment and Social Services: Social Services (0506) 
Legislative Authority: Education for All Handicapped Children Act (20 U.S.C. 1401). Social Security Act (42 U.S.C. 1396). 
Social Services Amkndments of 1974 (42 U.S.e 1397). 

GAO reviewed the results and costs of federally-funded ear- 
ly childhood development programs for low-income chil- 
dren and their families. About 3.7 million young children are 
badly in need of help to attain an opportunity to lead suc- 
cessful and healthy lives. Many young children receive 
inadequate care, and millions of children suffer from poor 
nutrition, a lack of immunization, abuse, neglect, and undi- 
agnosed learning disabilities. In 1975, about 89,000 women 
who gave birth received little or no prenatal care, thereby in- 
creasing the risk of mental retardation in the newborn. It has 
been estimated that 75 percent of mental retardation can 
be attributed to adverse environmental conditions. 
Findings/Conclusions: Research completed in 1977 indi- 
cates that: developmental programs for low-income chil- 
dren during their first 4 years of life produced lasting, signif- 
icant gains; helped them to perform substantially better in 
school than control groups of children who did ndt partici- 
pate in early childhood development programs; and were 
most effective when the child starts at a young age and 
when parents are closely involved in the program. The re- 
search also showed that parents are receptive to and 
enthusiastically support such programs. The costs of early 
childhood and family development programs vary, depend- 
ing on how the programs are implemented and on commu- 
nity needs and resources. 
Recommendations: Congress should consider this report in 
its deliberations on any future legislation that authorizes 
comprehensive child care programs. If legislation is enact- 
ed, it should require that the programs provide or secure 

(emphasizing use of existing community resources) com- 
prehensive services for young children and their families 
who wish to participate, including: preventive and continual 
health care and nutrition services; family services based on 
a needs and goals assessment for each family; 
developmental/educational programs for children from 
birth through preschool years (with recognition that parents 
are the first and most important educators of their children); 
and programs that involve parents in program activities and 
give parents an influential role in program planning and 
management. Funding comprehensive child care pro- 
grams should be increased gradually, and evaluations 
should be made while they are ongoing. The programs 
should be revised and improved as new and effective tech- 
niques pertaining to the development of young children and 
families are discovered and refined. 

Appropriations 

Department of Health and Human Services, Office of Hu- 
man Development Services 

Appropriations Committee Issues 

Consideration needs to be given to the many benefits which 
can result from effective early childhood and family devel- 
opment programs. These programs focusing on prevention 
could reduce problems contributing to educational and 
health deficiencies in young children which are expensive 
and difficult to overcome in later years. 
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DEPARTMENTOFHEALTHANDHUMANSERWCES 
State Advance Payments to Aid to Families With Dependent Children Recipients Are inconsistent With Federal 
Regulations 
(HRD-80-50, 2-7-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legisiative Authority: 45 C.F.R. 233.20(a)(2)(i). 45 C.F.R 23320(b)( 1). 45 C.F.R. 233.20(a)(3). 

The Aid to Families with Dependent Children (AFDC) pro- 
gram was examined regarding program policies, manage- 
ment characteristics, and operational procedures in six 
States and several of their local welfare agencies to identify 
areas in need of further audit or analysis. One of the issues 
concerning assistance payments was identified as warrant- 
ing immediate attention. pursuant to payment Policies be- 
lieved to be inconsistent with Federal regulations, the States 
of New York and Massachusetts are making advance pay- 
ments to AFDC recipients and are obtaining 50 percent 
Federal participation. During 1978, these payments 
amounted to about $6 million in New York and about $33.6 
million in Massachusetts. Of this, an undeterminable 
amount of the $6 million and about $1.4 million of the 
$33.6 million are overpayments, which may not be 
recouped. Federal regulations require that a State plan 
must specify a statewide standard, expressed in dollar 
amounts, to be used in determining the (1) need of appli- 
cants and recipients, and (2) amount of the assistance pay- 
ment. The most recent data available indicated that 22 
States, including New York and Massachusetts, provided 
payments thaf along with any recipient income, equal 100 
percent of the need standard for all recipients. Federal par- 
ticipation in the assistance payment is available on the basis 
that any recipient income plus the monthly payment does 
not exceed the need standard. The regulations further pro- 
vide for Federal participation in the monthly AFDC grant 
only if the recipient was eligible on the date that the aid was 
paid. 
Findings/Conclusions: The New York Policy authorizes ad- 
vance payment of AFDC funds upon request to recipients 
facing eviction or utility shutoffs for overdue payments. 
Essentially, these advance payments are loans, because 
they are in addition to the regular monthly grants. lt is be- 
lieved that this policy is inconsistent with Federal regula- 
tions because the additional moneys are: (1) more than the 
need standard in the approved State plan and are for ex- 
penses covered by prior months grants, and (2) based on 
the assumption that a recipient will be eligible in the future. 
This policy does not iimit the size, number, or total amount 
of advances a recipient can obtain and have outstanding. 
Akhough these advance payments are subject to repay- 
ment from future grants, if a case with an outstanding ad- 
vance is discontinued from assistance, the advance pay- 
ment is often not recouped. This results in abuse of the sys- 
tem and little incentive for recipients to budget regular as- 
sistance payments. The Massachusetts policy provides 
AFDC recipients with a portion of their assistance payment 
in advance quarterfy payments. This, too, appears to be in- 

consistent with regulations because it presumes continued 
eligibii for a 3-month period. If an applicant becomes eli- 
gible during a quarter, he receives a prorated advance 
based upon the number of semi-monthly pay periods 
remainiig in the quarter. If a recipient becomes ineligible at 
any time during the quarter, the State does not require 
repayment. GAO believes these payments should not be 
federally reimbursed. 
Recommendations: The Secretary of Health, Education, and 
Welfare should disallow claims for Federal participation in 
these payments and iniiate appropriate efforts to recover 
the Federal share of any outstanding advance payments. 
The Secretary should revoke prior approval of the quarterly 
advance payment policy in Massachusetts and limit Federal 
participation to payments for those months in each quarter 
that each recipient was eligible. Further, the Secretary 
should require the Social Security Adminiiation to review 
all State AFDC plans and regulations, to see whether their 
payment policies are consistent with the Code of Federal 
Regulations, and establish a mechanism withii the Admin- 
istration to make sure that changes are made to those State 
plans with payment policies that are not consistent with the 
Code. 

Agency Comments/Action 

In a follow-up report to Congress (HRD-81-37, December 
31,1980), GAO pointed out that the Department of Health 
and Human Services (HHS) discontinued Federal participa- 
tion in advance AFDC payments in Massachusetts and met 
with New York State officials to discuss the State’s AFDC 
payment policies and determine whether it could modify 
them. ln addition, the Social Security Admiiistration re- 
viewed the other States’ AFDC plans and found only one 
State (Oregon) with an advance payment Policy. No further 
action has been taken. 

Appropriations 

Aid to Families With Dependent Children Program - Depart- 
ment of Health and Human Services 

Appropriations Committee Issues 

The Committees should take the necessary steps to assure 
that HHS discontinues Federal financial participation in 
New York’s and Oregon’s AFDC advance payments which 
are improper and takes action to recover the Federal share 
of such advance payments. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 
Implementing GAO’s Recommendations on the Social Security Administration’s Programs Could Save Billions 
(HRD-81-37, 12-31-80) 

Budget Function: Income Security: General Retirement and Disability Insurance (0601) 
Legislative Authority: Social Security Disability Amendments of 1980 (P.L. 96-265). Social Security Act (42 U.S.C. 418; 42 
U.S.C. 415(a); 42 U.S.C. 1383(e)(2)). 20 C.F.R. 416. 45 C.F.R. 233.10(b)(3). 45 C.F.R. 233.20(b)(l). H.R. 4904 (96th 
Cong.). 

income security programs account for over one-third of the 
Federal budget. The Social Security Administration (SSA) 
administers some of the largest income security programs, 
including Old-Age and Survivors Insurance, Disability ln- 
surance, Supplemental Security Income (SSI), and Aid to 
Families with Dependent Children (AFDC). GAO has issued 
numerous reports recommending changes in SSA income 
security programs. Therefore, GAO undertook a review of 
the income security programs managed by SSA to deter- 
mine what actions have been taken on previous recom- 
mendations and what still needs to be done. 
Findings/Conclusions: In its review, GAO found that fully 
implementing its recommendations would save $1.3 billion 
in fiscal year 1982 and about $4.5 billion In fiscal years 
1983 to 1985. There would be similar savings in later years. 
The recommendations that would produce the most sub- 
stantial savings would affect the Federal Old-Age and Sur- 
vivors Insurance and Disability Insurance Trust Funds and 
would require changes to the Social Security Act 
Recommendations: Congress should amend the Social 
Security Act to require States to deposit social security taxes 
semlmonthly or biweekly. Congress should consider re- 
quiring States to deposit social security taxes using the 
same schedule that States now use to deposit withheld in- 
come taxes. Congress should amend the Social Security 
Act to revoke section 224(d), which allows States to offset 
their portion of disability benefits. Congress should amend 
the Social Security Act to compute benefit amounts to the 
nearest penny or to the nearest 10 cents as proposed by the 
Secretary of HEW. Congress should eliminate the 
minimum benefit provision for new beneficiaries. To mini- 
mize hardship to the few needy beneficiaries not eligible for 
SSI, Congress could authorize a limited SSI payment which 
would replace the portion of the social security benefit lost 
through eliminating the minimum benefit provision. 
Congress should amend the Social Security Act to require 
that the Social Security offset be made effective when work- 
ers’ compensation benefits are awarded, rather than when 
SSA is notified of the award. Congress should amend the 
Social Security Act to provide for determining SSI benefit 
eligibility and payment amounts on a monthly retrospective 
basis rather than the quarterly prospective basis. The 
House and Senate Appropriations Committees should re- 
tract the conference committee directive for Federal fiscal 
sanctions against States based on the AFDC quality control 
error rates. Congress should, in cooperation with HHS, 
determine the controls that would best provide additional 
appropriate and feasible financial incentives and enact 
legislation to establish them to effectively control AFDC 
payment errors. Congress should consider the HHS study 

to determine an ultimate error rate goal in establishing the 
needed financial incentives. Congress should consider 
whether the Emergency Assistance program should contin- 
ue. If Congress determines that the program should contin- 
ue, it should review the positions of HHS and the courts, in- 
cluding the U.S. Supreme Court, concerning eligibility and 
the type and extent of emergencies covered. It should then, 
if necessary, amend the legislation to clearly indicate con- 
gressional intent. Congress should amend the Social Secu- 
rity Act to discontinue student benefits for postsecondary 
students and take steps to assure that the Department of 
Education will have sufficient financial resources to meet 
any increased demand for aid arising from discontinuance 
of these benefits. The Secretary of HHS should direct the 
Commissioner of SSA to review all retroactive SSI pay- 
ments of $2,000 or more. The Secretary of I-IHS should 
direct the Commissioner of SSA to establish goals for 
reducing retroactive payment errors. The Secretary of HHS 
should direct the Commissioner of SSA to complete ac- 
tions on those recommendations not yet fully implemented. 
The Secretary of HHS should direct the Commissioner of 
SSA to complete the analysis of the district office experi- 
ment with centralizing overpayment recovery workload and 
the need for a full-time overpayment specialist. The Secre- 
tary of HHS should direct the Commissioner of SSA to im- 
mediately refine its management information system to de- 
fine the exact composition of the outstanding balance of 
unsettled accounts. This should include potential adjust- 
ment cases, accounts being recovered through install- 
ments, cases where recovery will be attempted from indiid- 
uals no longer on the benefit rolls, and the length of time 
each overpayment has been outstanding. The Secretary of 
HHS should monitor SSA efforts to develop and implement 
a comprehensive program to obtain and use State and local 
data to compute benefits for all of its income maintenance 
programs. The Secretary of HHS should direct the Com- 
missioner of SSA to change the computer program provi- 
sion, so that termination will automatically occur on any ac- 
count that is or drops below $200 until after three demand 
notices are issued. The Secretary of HHS should monitor 
SSA efforts to determine from other existing social security 
records the social security numbers for those dependent 
children missing their numbers, especially students, and 
record them ln the payment records. The Secretary of HHS 
should direct the Commissioner of SSA to fully implement 
the nine recommendations not fulIy implemented. The 
Secretary of HHS should direct the Commissioner of SSA to 
compare the social security numbers of all dependent chil- 
dren currently receiving benefits to eliminate duplicate pay- 
ments or to correct instances where different dependents 
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have the same recorded social security number. The 
Secretary of State, in cooperation with the Secretary of HHS, 
should develop more stringent income criteria for judging 
the ability of a sponsor to support a visa applicant The 
Secretary of HHS should direct the Commissioner of SSA to 
report to Congress the results of its review on obtaining 
aliens’ overseas asset information from the Immigration 
and Naturalization Service and the future application of this 

. . . . mechanism for reducing aliens’ eltgrbrkty for SSI benefits. 
The Secretary of HHS should direct the Commissioner of 
SSA to adopt a stronger and more active management role 
in recovering SSI overpayments by establishing standards 
for timely processing of SSI overpayments. The Secretary 
of HHS should direct the Commissioner of SSA to adopt a 
stronger and more active management role in recovering 
SSI overpayments by developing a quality control mecha- 
nism to assure performance in accordance with SSA over- 
payment policies and procedures. The Secretary of HHS 
should direct the Commissioner of SSA to adopt a stronger 
and more active management role in recovering SSI over- 
payments by developing an automated notice to inform re- 
cipients when they have been overpaid, the cause of the 
overpayment, proposed agency actions, and the recipient’s 
appeal rights. The Secretary of HHS should seek legislation 
to authorize offsetting overpayments against title II and oth- 
er Federal benefit-paying programs. The Secretary of HHS 
should direct the Commissioner of SSA to make a nation- 
wide review to identify nursing homes failing to complete 
and return the reporting form when SSI recipients are ad- 
mitted. The Secretary of HHS should determine whether 
other States have similar problems in stopping AFDC pay- 
ments to ineligibles and, if so, help those States to correct 
them. The Secretary of HHS should direct that SSA help 
States establish an appropriate mechanism for monitoring 
and evaluating the adequacy and effectivenss of their 
recovery efforts and periodically review States’ compliance 
with the requirements established in the regulations. The 
Secretary of HHS should disallow any claims for Federal 
participation in the advance AFDC payments program of 
New York and Oregon and initiate appropriate efforts to re- 
cover the Federal share of any of these advance payments. 
The Secretary of HHS should direct the Commissioner of 
SSA to adopt a stronger and more active management role 
in recovering SSI overpayments by developing, through use 
of the quality control mechanism, more useful and less sub- 
jective criteria to determine whether an overpaid recipient 
was with or without fauk in causing the overpayments. The 
Secretary of HHS should direct the Administrator of Health 
Care Financing Administration to have States establish pro- 
cedures requiring those nursing homes failing to complete 
and return the reporting form when SSI recipients are ad- 
mitted to promptly report the admission of SSI recipients to 
the State Medicaid agencies, and require those agencies to 
promptly remit such information to SSA. The Secretary of 
HHS should direct the Commissioner of SSA to issue regu- 
lations establishing uniform requirements for States to re- 
turn the Federal portion of AFDC checks not cashed and 
establish a mechanism for insuring that these credits are 
timeIy and accurate. The Secretary of HHS should revise 
the regulations to establish uniform and comprehensive 

overpayment recovery policies in the AFDC program for all 
types of overpayments, including requirements for States to 
(1) maintain information on the total number and amount 
of overpayments involved and their disposition and (2) es- 
tablish a mechanism for assessing the effectiveness of their 
overpayments recovery efforts. The Secretaries of Educa- 
tion and HHS should require that the Social Security/Basic 
Grant computer matching procedure be revised to incor- 
porate the second step of the GAO recommendations, as 
previously discussed. 

Agency Comments/Action 

SSA has not responded as to what action it plans to take to 
implement the GAO recommendations. 

Appropriations 

Supplemental Security Income and Aid to Families With 
Dependent Children Programs - Department of Health and 
Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should retract the conference committee’s 
directives for Federal fiscal sanctions against the States 
based on AFDC quality control error rates. The Committees 
should also determine to what extent SSA has taken ap- 
propriate action to implement the GAO recommendations. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 
Milkions Can Be Saved by Identifying Supplemental Security Income Recipients Owning Too Many Assets 
(HRD-81-4, 2-4-81) 

Budget Function: Income Security: Public Assistance and Other income Supplements (0604) 
Legislative Authority: Social Security Amendments of 1972 (42 U.S.C. 1381 et seq.). 

in fiscal year 1979, an estimated $125 million was overpaid 
to Supplemental Security income (SSI) recipients who 
owned assets, such as bank accounts and real property, 
valued in excess of the limitations allowed for program eiigi- 
biiity. GAO assessed the adequacy of the Social Security 
Administration’s (SSA) efforts to reduce problems causing 
these overpayments. 
Findings/Conclusions: GAO found that an estimated $47 
million was overpaid during fiscal year 1979 to bank ac- 
count owners because claims representatives were unable 
to identify ownership when applicants and recipients 
responded incorrectly to bank account questions. SSA at- 
tempted to reduce the problem by implementing special 
verif;cation procedures. However, the procedures used to 
identify bank account ownership to prevent or reduce over- 
payments have been only marginally successful. The 
current SSI interview questions and procedures do not pro- 
vide enough emphasis on identifying real properly owner- 
ship to combat the $20 million annual overpayment prob- 
lem. SSA regional staffs have found that ownership can be 
better established by improved interviewing techniques, yet 
regional program officals have not adopted the suggested 
improvements. The current computerized information on 
resources owned by SSI applicants and recipients is suffi- 
cient for SSA to effectively manage and monitor changes in 
resource ownership and values for those presently on the 
payment roils or to contact previously denied applicants 
who may now be eligible because of legislative and admin- 
istrative changes to the resource criteria. 
Recommendations: The Secretary of Health and Human 
Services (HHS) should direct the Commissioner of Social 
Security to incorporate into the proposed interview ques- 
tionnaire form, now being developed, separate questions 
emphasizing real property ownership. The Secretary of 
HHS should direct the Commissioner of Social Security to 
incorporate a requirement into field office operating pro- 
cedures that SSI applicants and recipients be informed that 
information they provide may be verified through third-party 
contacts. The Secretary of HHS should direct the Commis- 
sioner of Social Security to place more emphasis on real 

property ownership as a cause of overpayments during 
training for claims representatives. The Secretary of HHS 
should direct the Commissioner of Social Security to initiate 
steps to have SSI applicants and recipients sign tax infor- 
mation consent forms and provide the signed forms to IRS 
for purposes of obtaining information Return Processing 
data needed to verify SSI income and resources records. 
The Secretary of HHS should direct the Commissioner of 
Social Security to assess the effect the resource disposition 
dollar limitations have on applicant eligibility. if the effect is 
significant, the Commissioner should prepare for HHS ap 
provai revised regulations which substantially raise or eiim- 
inate these iimttatlons to ensure that SSI benefits are provid- 
ed to those persons the program is intended to as&t. The 
Secretary of HHS should direct the Commissioner of Social 
Security to develop and maintain detailed automated SSI 
applicant and recipient resource information that includes 
the types of resources owned and their dollar values. This 
information should be readily available to (1) claims 
representatives so that they can monitor changes in recipi- 
ent resource ownership and values and (2) the appropriate 
headquarters component responsible for contacting previ- 
ously denied applicants who may subsequently become eii- 
gibie for SSI because of legislative and administrative 
changes to the resource criteria. 

Agency Comments/Action 

HHS agrees with the GAO recommendations and will take 
action to implement them. 

Appropriations 

Supplemental security income program - Department of 
Health and Human Setices, Social Security Administration 

Appropriations Committee Issues 

The Committees should consider whether the action SSA 
has taken to resolve the problems is adequate. 



DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Social Security Needs To Better Plan, Develop, and Implement Its Major ADP Systems Redesign Projects 
(HRD-81-47, 2-6-81) 

Budget Function: Automatic Data Processing (1001) 

The efforts by the Social Security Administration (SSA) to 
redesign its retirement, survivors, disability, and health in- 
surance automated system was reviewed. This redesign 
represented a major multifaceted automatic data process- 
ing (ADP) system modification project undertaken to im- 
prove service to program beneficiaries. 
Findings/Conclusions: Although substantial effort and re- 
sources were invested in this project, it was largely unsuc- 
cessful. Only one of the five major new features expected 
during the redesign was fully implemented successfully, 
and SSA suspended further efforts to complete the project 
as it was originally planned. GAO believes that inadequate 
planning and management of the redesign and deficiencies 
in the SSA systems modification process were primary rea- 
sons that the agency was unable to fully complete the 
redesign. Further, SSA systems modification efforts in gen- 
eral will not meet their objectives until these weaknesses are 
corrected. Specifically, SSA did not: (1) adequately involve 
key field office users in planning redesign changes to en- 
sure that their needs would be met by the modified system; 
(2) adequately analyze costs and benefits of the redesign; 
and (3) provide for consistent management of the redesign. 
Recommendations: The Secretary of Health and Human 
Services (HHS) should direct the Commissioner of Social 
Security to require periodic updating, including revision of 
priorities, of the existing inventory of user needs to make 
sure it is current and accurate and can serve as a reliable 
basis for future development of system modification pro- 
posals. The Secretary of HHS should direct the Commis- 
sioner of Social Security to require periodic updating and 
modification of initial cost/benefit analyses for all major sys- 
tems proposals, maintenance of accurate records of costs 
incurred and benefits realized to facilitate this updating, and 
use of these data to periodically reevaluate the merit of 
proceeding with the system change. The Secretary of HHS 
should direct the Commissioner of Social Security to re- 
quire provision for project leaders of major systems devel- 
opment/modification efforts to be assigned full time to 
managing such projects and conducting them apart from 
daily systems operations. The Secretary of HHS should 
direct the Commissioner of Social Security to require as- 
sessment of the independence maintained by systems vali- 
dators from systems development staff to make sure that 
they have sufficient control over program and systems 

changes, especially seeing that formal validation pro- 
cedures are followed. The Secretary of HHS should direct 
the Commissioner of Social Security to require participation 
by all users in establishing the functional requirements for 
proposed systems changes to ensure that these require- 
ments can serve as the system performance criteria against 
which validation is conducted. The Secretary of HHS 
should direct the Inspector General to increase efforts to es- 
tablish sufficient ADP audit capability within the Audit Agen- 
cy so that reviews of the SSA system develop- 
ment/modification process and ADP systems audits can be 
carried out effectively at SSA. The Secretary of HHS should 
direct the Commissioner of Social Security to require revi- 
sion of SSA interim validation guidelines to include more 
detailed procedures and standards covering test case selec- 
tion and inclusion of invalid data for testing program con- 
trols, testing changes throughout the system, determining 
the degree of processing accuracy that must be attained 
before implementation may proceed, and allocation of suf- 
ficient staff time to validating systems changes. The Secre- 
tary of Health and Human Services should direct the Com- 
missioner of Social Security to require quick finalization and 
implementation of detailed agency procedures for com- 
municating with system users. 

Agency Comments/Action 

HHS concurred with all the recommendations. It believes 
that the 1979 reorganization of SSA, a major improvement 
in the system development and modification processes of 
SSA, has satisfied most of the GAO concerns. Additionally, 
HHS agreed to establish within its Audit Agency sufficient 
audit capability to effectively cover automatic data process- 
ing systems at SSA. 

Appropriations 

Department of Health and Human Services, Social Security 
Administration 

Appropriations Committee Issues 

The Committees should consider the extent to which SSA 
has implemented the GAO recommendations. 
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DEPARTMENTOFHEALTHANDHUMANSERVKES 
Better Accountability Needed at the Medical University of South Carolina 
(A FMD-81-32, 2-27-81) 

Budget Function: Health: Education and Training of Health Care Work Force (0558) 

The Medical University of South Carolina is a State- 
supported university which also receives revenues from 
Federal grants and contracts. GAO investigated allegations 
concerning: (1) mismanagement of financial resources at 
the University; (2) limited action to correct known problems; 
and (3) limited Federal and State monitoring efforts. 
Findings/Conclusions: Internal controls at the University are 
inadequate to ensure that Federal and State funds made 
available to the University are properly accounted for and 
used for the purposes intended. Detailed records for equip- 
ment purchased by the University under two federally fund- 
ed projects could not show the location, need, or use of the 
equipment. As a result of inadequate criteria and policies for 
incurring entertainment expenses and accounting for such 
costs, it was difficult to determine the total amount spent on 
entertainment-related activities. Safeguards over controlled 
substances could not ensure that drugs are properly 
dispensed and recorded or that drugs returned to the phar- 
macy for disposal are properly accounted for. The Universi- 
ty has not taken effective action to resolve these problems. 
In addition, State and Federal audits have been too limited 
to monitor the University’s use of funds or to assure correc- 
tive action on previously identified problems, 

Recommendations: The Secretary of Health and Human 
Services should determine whether recovery should be 
made for that portion of the equipment which (1) was pur- 
chased without Federal approval; (2) cannot be located; (3) 
is not being used; and (4) is being used outside the grant- 
supported area. The Secretary of Health and Human Serv- 
ices should direct that any further Federal funding be corr 
tingent upon a showing by the University that corrective ac- 
tion has been taken to ensure that internal controls are ade- 
quate to ensure proper accountability of those funds. 

Agency Comments/Action 

HHS auditors are still on site at the Medical University of 
South Carolina to determine the amount of money which 
should be reimbursed to the Federal Government for 
misuse or misallocation of Government property on funds 
for equipment, buildings, and expenses. 

Appropriations 

Health education grants to the Medical University of South 
Carolina at Charleston - Department of Health and Human 
Services 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Action Needed To Resolve Problem of Outstanding Supplemental Security Income Checks 
(HRD-81-58, 3-3-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Amendments of 1972 (42 U.S.C. 1381 et seq.). 31 U.S.C. 132. 

Several proposals before the 96th Congress would have 
placed a time limit on the negotiation of Federal Govern- 
ment checks issued monthly to Supplemental Security In- 
come (SSI) recipients. However, none of the proposals were 
enacted. Under present legislation, these and other Govern- 
ment checks are payable without time limitations. GAO 
conducted a review designed to quantify the number and 
amount of SSI checks not cashed, determine why they were 
not cashed, and identify actions to alleviate check-cashing 
problems. 
Flndlngs/Concluslons: The Social Security Administration 
(SSA) has done little to reduce the number of uncashed SSI 
checks or determlne why this condition etists. The Depart- 
ment of the Treasury, in following up on a number of un- 
cashed checks, determined that the status of checks not 
presented to it for reconciliation would have to be deter- 
mined by SSA. By identifying these checks and checking 
their recipients, SSA could determine the status of these 
checks and identify some potential ineligible recipients and 
recipients who need check-cashing assistance. Such ac- 
tions could also improve the accuracy of the Treasury’s ac- 
counting records. While SSA has the authority to request 
lists of uncashed checks from the Treasury and to follow up 
and to take appropriate actions such as canceling checks, 
removing ineligible recipients from the rolls, or providing 
needed check-cashing assistance, it has not done so. The 
Treasury’s suggested alternative to the legislative proposals 
that were before the 96th Congress would allow for approp- 
riate credits to be made to SSA and States and would give 
SSA the information it needs to follow up on uncashed 
checks. However, this could cost SSA an estimated $9 mil- 
lion in additional administrative costs and would not au- 
tomatically clear the checks from the Treasury’s accounting 
records. 
Recommendations: Congress should direct Treasury to give 
SSA information it needs to implement these recommen- 

dations. Congress should, upon receiving the Treasury cost 
data, determine which approach would be the most cost- 
effective method for managing and controlling these 
checks. The Secretary of the Treasury should provide com- 
puterized information requested by SSA on uncashed SSI 
checks. The Secretary of the Treasury should prepare and 
provide to Congress detailed information concerning the 
costs it would incur under both methods discussed in this 
report for handling uncashed SSI checks. The Secretary of 
HHS should direct the Commissioner of SSA to incorporate 
necessary changes into existing SSA check cancellation 
procedures to cover the additional requirements Imposed 
by the recommendation above and ensure that its field per- 
sonnel are aware of them. The Secretary of the Department 
of Health and Human Services should direct the Commis- 
sioner of SSA to periodically request lists of uncashed SSI 
checks from the Treasury and use the lists to identify and 
request the Treasury to cancel checks that should be can- 
celed, including those issued to recipients now deceased, 
and to identify ineligible recipients or those that need assist- 
ance in cashing checks. 

Agency Comments/Action 

SSA agreed with the GAO recommendations and plans to 
take action. 

Appropriations 

Supplemental security finance program - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should determine to what extent Treasury 
is cooperating with SSA in implementing the GAO recom- 
mendations. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Keeping the Railroad Retirement Program on Track-Government and Railroads Should Clarify Roles and 
Responsibilities 
(HRD-81-27, 3-9-81) 

Budget Function: income Security: General Retirement and Disability Insurance (0601) 
Legislative Authority: Railroad Retirement Act of 1974. Social Security Act H.R. 7045 (96th Cong.). H. Rept 93-1345. S. 
Re$. 93-1163. - 

The railroad retirement program is the onfy federally admin- 
istered pension plan for a private industry. Funds to finance 
the program consist of taxes paid by railroad workers and 
employers, transfers from social security trust funds, and 
general revenue appropriations from the Federal Govem- 
ment A review was performed of the Federal role in provid- 
ing financial assistance to the program and the alternatives 
available for funding and administering the program. 
Findings/Conclusions: The railroad retirement program has 
been inadequately funded, and beneficiaries may receive no 
benefits or may receive less than their social security e- 
quivalent benefits as early as 1982. A primary reason for the 
overall inadequate funding is that funds from railroad em- 
ployers and the Federal Government for other benefits have 
not been adequate to cover the benefits paid. In addition, 
commingling ail of the funds in one account blurs the ac- 
coun’abili of each funding source for providing what is 
needed. Establishing a separate account for social security 
equivalent benefrts would help ensure that beneficiaries will 
at least receive the equivalent of social security benefits. Be- 

. . . . cause the Railroad Retirement Board uses its own elgbrkty 
requirements, railroad workers’ remarried widows and di- 
vorced spouses do not receive full social security equivalent 
benefits under the program. Also, the estimated annual cost 
for funding windfall benefits for the program has doubled 
from the original estimate in 1974. 
Recommendations: Congress should consider, as part of its 
evaluation of the financial condition of both funds, the mer- 
its of a more current interchange transfer. Congress should 
reevaluate the issue of how to finance windfall benefits and 
that as part of an such evaluation, decide to what extent the 
Federal Government should fund windfall costs. Congress 
should pass legislation, if it is its intent that all persons who 
would have been covered under social security, except for 
the railroad retirement program, receive full social security 
equivalent under railroad retirement, revising the railroad 

. . . . retirement elrgrbrlrty criteria and benefit structure to ensure 

payment of such benefits. Congress should enact legisla- 
tion to (1) establish a separate account for social security e- 
quivalent benefits and require that funds from social securi- 
ty transfers and employers’ and employees’ payroll taxes for 
social security equivalent benefits be placed in the account 
and be used onfy to pay the social security equivalent bene- 
MS; and (2) require that railroad employers and employees 
pay taxes for the social security equivalent benefits based 
on annual rather than monthly taxable earnings as do em- 
ployers and employees under social security. 

Agency Comments/Action 

As parts of the Omnibus Budget Reconciliation Act and the 
Economic Recovery Tax Act of 1981, Congress passed 
amendments to the Railroad Retirement Act which dealt 
with the Railroad Retirement Boards financial problems. 
These amendments create new bases for benefit computa- 
tions, establish a dual benefit payment account horn which 
all windfall benefits must be paid create new categories of 
beneficiaries, and increase tax contributions for railroad 
employers and employees. Congress also gave the Board 
the only authority to borrow from the general revenue funds 
when the balance in the Railroad Retirement Account is in- 
sufficient to pay benefits for any month. 

Appropriations 

Railroad retirement program - Railroad Retirement Board 

Appropriations Committee Issues 

in view of certain amendments which affect the payment of 
windfall benefits, the Committees should decide whether 
continued appropriations for windfall benefits are approp- 
riate. If the appropriations are continued, the Committees 
should decide how much of the windfall costs the Govem- 
ment wants to finance. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Revising Social Security Benefit Formula Which Favors Short-Term Workers Could Save Billions 
(HRD-H-53, 4-14-81) 

Budget Function: Income Security: General Retirement and Disability Insurance (0601) 
Legislative Authority: Social Security Act Amendments of 1977. 

Short-term workers have contributed a relatively small 
amount of social security tax because they have had little 
work in covered employment. However, they receive a 
higher return on their contribution than the average wage 
earner because of the benefit formula used to attain the 
program’s social adequacy objectives. This advantage is 
created by spreading the worker’s covered earnings over a 
lifetime and applying the resulting artificially low average 
wage to a benefit formula that is favorable for low wage 
earners. Stopping the short-term worker advantage could 
save as much as $15 billion over the next decade and end 
windfall social security benefits to retired Government work- 
ers who also receive a pension from their noncovered em- 
ployment 
Findings/Conclusions: Because a social adequacy benefit 
seems inappropriate for the average or high wage earner 
and, in view of the concern about the financial stability of 
the social security program, Congress should consider 
revising the social security benefit formula to remove the 

advantage that it provides the short-term worker. GAO iden- 
tified two methods of removing the short-term worker ad- 
vantage: (1) the continuation factor approach wouid allow 
full benefits only to people who have worked a lifetime in 
covered employment by adding a step to the benefit com- 
putation process which applies a factor based on the por- 
tion of a person’s life spent in covered employment to the 
computed benefit amount; and (2) the bend point method 
would limit the amount of each year’s earnings that may be 
applied against the highest rate of the benefit formula. 
Recommendations: Congress should consider revising the 
social security benefit formula to remove the advantage that 
it provides to the short-term worker. 

Appropriations 

Social Security retirement - Department of Health and Hu- 
man Services, Social Security Administration 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Income Maintenance Experiments: Neid To Summarize Results and Communicate the Lessons Learned 
(HRD-81-46, 4-l 7-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 

To overcome the expressed fears of congressional op- 
ponents and others that many able-bodied persons would 
quit, reduce, or not work in order to take full advantage of 
the universal guaranteed income plan, the Office of Eco- 
nomic Opportunity (OEO) decided to experiment. OEO 
conducted a New Jersey experiment and later a rural exper- 
iment. The Department of Health and Human Services 
(HHS) undertook two other experiments. GAO reviewed 
various aspects of the four income maintenance experi- 
ments and focused on: (1) the need for the experiments; (2) 
the general design adequacy; (3) the planning, manage- 
ment, and results dissemination; (4) the timeliness and 
completeness in disclosing family dissolution results, (5) 
the soundness of major results; (6) the influence on policy 
and existing programs; and (7) the need for further experi- 
mentation. GAO reviewed the available literature and inter- 
viewed former and current OEO and HHS officials as well 
as economists and sociologists directly knowledgeable a- 
bout the experiments and the use of their results. GAO did 
not review the specific experiment methodologies, the tech- 
nical validity of each finding, or all possible experiment as- 
pects and ramifications. The four experiments cost about 
$110 million in benefit payments and administrative, data 
collection, and research costs. Over half of the participating 
families had guaranteed incomes and were not required to 
work or given special job opportunities. For those who 
worked, the income guarantee was reduced by some per- 
centage of their earnings. 
Findings/Conclusions: The income maintenance experi- 
ments represent an important contribution to the social re- 
search field. The experiments demonstrated the feasibility 
of the experimental approach, gathered voluminous data, 
identified better ways to administer existing programs, and 
developed valuable experience about the conduct of social 
experiments. Many important technical and operational les- 
sons were learned. Such experiments enable judgments a- 
bout programs before significant funds have been commit- 
ted, unintended social and economic consequences have 
resulted, and millions of lies have been affected. Although 
the experiments were costly, the programs tested had po- 
tential multibillion dollar price tags. Certain sampling im- 
provements might have enhanced the exPertme& result.s. 
The experiments had definiie inherent limits which could af- 
fect results in indeterminable ways. There were certain 
weaknesses in OEO and HHS management of the experi- 
merits. There was no comprehensive plan for coordinating 
the four experiments and lie evidence that likely end-users 

were systematically consulted or otherwise formally in- 
volved in the various planning stages. There were no formal 
agency procedures to be used by agency personnel for 
technical monitoring of the projects or systems for dissem- 
inating the interim and final experiment results. HHS was 
tardy and incomplete in disclosing the findings of family 
dissolution results. The experiments demonstrated the ad- 
vantages of certain client reporting and payment determi- 
nation techniques. 
Recommendations: Congress, in authorizing future social 
research such as the experiments, should require Federal 
agencies to (1) prepare plans identifying end-users, user 
needs, and expected results; (2) set forth project monitoring 
and coordinating procedures, criteria, and standards by 
which to assess project progress and results; and (3) detail 
procedures for disseminating interim and final results to 
users and summarizing both technical results and opera- 
tional lessons learned from the proposed projects. The 
Secretary of HHS should summarize the four experiments’ 
results in layman’s terms and distribute them to all interest- 
ed and affected Federal legislators and executive branch 
program managers. The lessons learned about the conduct 
of experiments should be summarized and shared with 
such agencies as the Departments of Labor, Housing and 
Urban Development, Agriculture, and others planning or 
likely to conduct related research projects. 

Agency Comments/Action 

HHS commented that it found the report particularly 
thoughtful, well researched and sensitive to the basic intel- 
lectual issues underlying the experiments. HHS commend- 
ed GAO on its general recognition of the need for the exper- 
iments, its role in the policy debate, and the general sound- 
ness in the design and analysis. HHS recognized certain 
weaknesses that the report points out which occurred dur- 
ing the course of the experiments. HHS was in general 
agreement with the findings with respect to the disclosure 
of the marital stability results, but disagreed with the relative 
emphasis placed on the reasons governing those events. 
Finally, HHS concurred with both of the GAO recommenda- 
tions and is already taking steps to insure widespread 
dissemination of the findings contained in the report. 

Appropriations 

Welfare income maintenance experiment - Department of 
Health and Human Services 
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DEPARTMENTOFHEALTHANDHUMANSERWKES 
HHS Moves To Improve Accuracy of AFDC Administrative Cost AUocation: Increased Oversight Needed 
(HRD-81-51, 5-18-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislatiwe Authority: Social Security Act P.L 96-226. Federal Management Circular 74-4. 

The Department of Health and Human Services (HHS) is 
responsible for assuring that State cost-allocation plans, 
upon which Federal financial participation in administrative 
costs for the Aid to Families with Dependent Children 
(AFDC) program are based, accurately reflect the Federal 
reimbursable share of costs. 
Findings/Conclusions: The principal oversight agencies of 
HHS are not adequately reviewing, analyzing, and question- 
ing data in State cost-allocation plans either before or after 
their approval. A GAO review of administrative costs in four 
States indicated that the Federal Government may be incur- 
ring unnecessary charges which, in two of these States, 
could amount to $6.6 million annually. Overcharges are oc- 
curring because HHS has not provided its oversight agen- 
cies with adequate review guidance, a clear definition of 
their respective roles for reviewing cost-allocation plan im- 
plementation, and sufficient staff to accomplish their work 
effectively. Erroneous reimbursement claims have been a 
longstanding problem. HHS has not required a uniform 
method of accumulating and allocating States’ costs and 
has approved some methods which cannot assure that ad- 
ministrative cost expenditures in a g’wen program are as 
directly proportional to the administrative support received 
as possible. The varying methods of cost allocation also 
preclude HHS from making meaningful comparisons of ad- 
ministrative cost expenditures among States. HHS has not 
developed guidelines for distributing costs in welfare cost- 
allocation plans and does not require States to distribute 
administrative costs on any standardiied basis. States are 
allowed considerable latitude in developing cost accumula- 
tion and allocation methodology. By developing a welfare 
cost allocation guide, some corrective action is underway. 
Recommendations: The Secretary of HHS should define the 
specific cost-allocation plan review and monitoring respon- 

sibilities of the Division of Cost Allocation (DCA) and the Of- 
fice of Family Assistance (OFA). The Secretary of HHS 
should develop adequate guidelines for DCA and OFA to 
use in future cost-allocation plan review efforts. The Secre- 
tary of HHS should instruct DCA and OFA to follow up on 
the GAO findings to assure that appropriate recovery of 
Federal funds occurs. The Secretary of HHS should issue 
guidelines establishing a system of uniform cost principles, 
procedures, and methodology for all welfare cost-allocation 
plans. The Secretary of HHS should evaluate existing staff- 
ing and workload levels to assure that both DCA and OFA 
have enough technical capacity and staff to effectively re- 
view, approve, and monitor the implementation of cost- 
allocation plans and quarterly claims for reimbursement.. 
The Secretary of HHS should instruct DCA and OFA to con- 
duct comprehensive reviews of State cost-allocation plans 
to identify areas in which the Federal Government may be 
bearing more than its fair share of AFDC administrative 
costs. 

Agency Comments/Action 

HHS generally agreed with GAO and stated that it is plan- 
ning to take a number of steps to implement the recom- 
mendations. 

Appropriations 

Aid to Families With Dependent Children - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should determine whether or not HHS has 
taken appropriate follow-up action to recover Federal funds. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 
Health Service Program Needs Assessments Found Inadequate 
(HRD-81-63, 6-15-81) 

Budget Function: Health (0550) 
Legislative Authority: Alcohol Abuse Act of 1970. Alcoholism Prevention, Treatment, and Rehabilitation Act of 1970. Public 
Health Service Act Drug Abuse Office and Treatment Act of 1972 (P.L. 92-255). P.L. 91-616. 

The Department of Health and Human Services (HHS) has 
initiated and supported grant programs aimed at increasing 
primary health care capacity in medically underserved areas 
(MUA), preventing and treating substance abuse, and pro- 
viding services to deal with mental illness. Each of these 
programs requires that an assessment of the need for the 
proposed services be made. GAO reviewed the needs as- 
sessment processes used to justify funding grantees under 
the rural and urban health initiatives and several other 
health programs administered by HHS. 
Findings/Conclusions: The MUA designation criteria HHS 
used to establish grantee funding eligibility were developed 
as a rough indicator of the adequacy of medical service in 
an area and had several weaknesses. Despite these 
weaknesses, HHS applied the criteria, without change, as 
the specific measure of medical undersetice for rural and 
urban community health center programs. The review of 
needs assessment preparation and evaluation shows that: 
(1) HHS had provided little guidance on how grant appli- 
cants should meet the legislative requirement of performing 
a needs assessment; (2) many grantees have approached 
fulfilling the requirement in a manner which seems to mini- 
mize the apparent need for a health center without ade- 
quate regard for the validity of data used and opposing 
views that raise fundamental questions about need; and (3) 
HHS grant application reviews are inadequate, and HHS 
seems to rely heavily on the MU4 designation of the pro- 
posed service area, which was intended only to be a rough 
indicator of the adequacy of medical service in an area. 
GAO recognizes that many areas of the Nation have prob- 
lems with the availability of and access to health services. 
However, in the opinion of GAO, the need determination 
mechanisms for the community health center programs, as 
presently structured and operated, provide little assurance 
that MUA’s have been appropriately identified and are not 
an adequate basis for establishing specific urban and rural 
health centers. 
Recommendations: Congress should incorporate a require- 
ment in the community health center legislation that grant 
applicants be required to perform a demand analysis in 
conjunction with a needs assessment. The Secretary of 
HHS should establish mechanisms for verifying the infor- 
mation contained in all grant applications. The Secretary of 
HH3 should clearly define what constitutes need or eligibili- 
ty for purposes of Federal funding. The Secretary of HHS 
should develop a definition of “medical underservice” 
specifically for the rural and urban community health center 
program. The Secretary of HHS should give HHS reviewers 
direction on how need and demand information should be 
used in the grant review process. The Secretary of HHS 
should establish a specific timetable for updating future 

MUA lists that would consider current data as they become 
available. The Secretary of HHS should reevaluate the eligi- 
bility of existing grantees in light of the these recommenda- 
tions and phase out those that cannot meet the revised re- 
quirements. The Secretary of HHS should revise the grant 
application review and approval procedures to ensure that 
future applications comply with all legislative and program 
requirements. The Secretary of HHS should update the 
MUA list and, to the extent practical, consider the other 
weaknesses discussed in this report relating to the MUA cri- 
teria, recognizing they should be used only as a rough indi- 
cator of the adequacy of medical service in an area. The 
Secretary of HHS should develop rough need indicators, 
similar to the MUA concept, which would serve as screens 
to identify geographic areas that would be candidates for 
Federal funding under the various health service programs. 
The Secretary of HHS should develop and provide to pro- 
spective grantees guidance on how to perform and what 
should be included in needs and demand assessments for 
the program. As a minimum, the guidance should require 
that (1) rational service areas be established; (2) all health 
care services in the proposed target area and in contiguous 
areas be addressed in terms of availability and accessibility; 
(3) asserted health care problems be documented, and (4) 
opposition views be addressed in grant applications. The 
Secretary of HHS should develop needs assessment guid- 
ance for the use of grant applicants that would address the 
need for services as well as a realistic analysis of the poten- 
tial demand for services. As was recommended for the 
community health center program, such guidance should 
require that (1) rational service areas be established, (2) 
health care services in the proposed target areas and in 
contiguous areas be addressed in terms of availability and 
accessibility, (3) asserted health care problems be docu- 
mented, and (4) opposition views be addressed in grant ap 
plications. The Secretary of HHS should use the MUA 
designation process only as a rough indicator of the ade- 
quacy of medical service for determining areas of the Na- 
tion warranting more detailed assessment of need for pur- 
poses of Federal funding. 

Agency Comments/Action 

Although HHS concurred with the recommendation to use 
the MUA designation process only as a rough indicator of 
need, there was disagreement about the ObSeNatiOn that 
the MUA list was being used only as a general indicator of 
medical underservice. Officials responsible for rev&wing 
and approving grant applications in each of the four regions 
in the review said they relied on the MUA designation to 
support the need for a center. This essentially represented 

295 



using the MU4 as a specific measure of need instead of a 
rough indicator of the adequacy of medical service in an 
area. HHS also agreed with the recommendation to update 
the MUA list and recognized other weaknesses relating to 
the MUA criteria. HHS, however, did not concur with the 
recommendation to develop a definition of “medical under- 
service” specifically for the community health center pro- 
gram. It believed that section 330 of the Public Health Serv- 
ice Act adequately defined need and that the MUA process 
and project specific needs assessments, if used together, 
were an adequate index for funding decisions. HHS agreed 
with the recommendation that it develop and provide guid- 
ance to prospective grantees on performing needs assess- 
ments, However, HHS disagreed with the part of the recom- 
mendation dealing with demand analyses. HHS said that no 
suitable or valid method for analyzing demand for primary 
care in poor areas has been found, such analyses are com- 
plex and costly, and Congress intended that community 
health centers address the need rather than the demand for 
health services. Additionally, HHS concurred with the 
recommendation that it reevaluate the eligibility of existing 
grantees. The HHS approach to this is generally responsive 
to the recommendation. HHS concurred with the recom- 
mendation that it revise grant application review and ap- 
proval procedures to ensure that future applications comply 
with all legislative and program requirements. With regard 
to the alcohol, drug abuse and mental health programs, 
Congress incorporated these into a block grant to be ad- 
ministered by the States. This essentially dominated the 
need for departmental action on the recommendations 
directed at these programs. 

Appropriations 

Department of Health and Human Services, Bureau of 
Community Health Services 
Department of Health and Human Services, Health Services 
Administration 
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DEPARTb’iEMT OF HEALTH AND HUYIAN SERVICES 

Head Start: An Eflective Program but the Fund Distribution Formula Needs Revision and Management Controls 
Need Improvement 
(HRD-81-83, 7-23-81) 

Budget Function: Education, Training, Employment and Social Services: Social Services (0506) 
Legislative Authority: Economic Opportunity Act of 1964 (42 USC. 2781). Community Services Act of 1974 (P.L. 
93-644). Economic Oooortunitv Amendments of 1978 (P.L. 95-568). P.L. 96-226. H. Rept. 95-1151. H. Rept. 95-892. H. 
Rept. 95-381. S. Rept.‘95-1766: 

GAO reviewed the management and administration of the 
Head Start program because Congress has shown consid- 
erable interest in early childhood and family development. 
The objective of the review was to determine whether this 
program, which has progressed over the years from a dem- 
onstration project to an ongoing service program, is being 
effectively managed and administered by the Department 
of Health and Human Services. 
Findings/Conclusions: Since fiscal year 1977, Head Start 
funds have been redistributed among States in accordance 
with congressional intent by using the distribution formula 
mandated by 1978 legislation. However, the increased Head 
Start enrollments envisioned by Congress and provided for 
by the 1978 amendments have not been sustained. Operat- 
ing cost increases provided to States have varied. Both 
Congress and the Administration have emphasized the 
importance of maintaining high quality in local Head Start 
programs; however, program quality is being threatened by 
a trend among many grantees to reduce services to chil- 
dren and families because of escalating operating costs and 
insufficient funding. Although these service reductions 
appear to be widespread through the program, not all 
grantees are finding it necessary to reduce program serv- 
ices, indicating that some grantees may not need increased 
levels of funding while others do if service reductions are to 
be avoided. Although the Administration for Children, 
Youth, and Families (ACYF) regional offices use the Federal 
average cost per child as one basis in determining the 
amount of Federal funding to be allocated to grantees 
within the States, as it is presently calculated, average cost 
per child should not be used in the funding decision proc- 
ess. Since 1972, the responsibilities and administrative 
workloads of Head Start staff have increased dramatically. 
However, staffing levels and funding for salaries and ex- 
penses have not kept pace. 
Recommendations: Congress should consider modifying 
the funding distribution formula to assure that sufficient 
operating cost increases are provided to all States so that 
grantees can maintain their enrollment and service levels 
before any funds are provided for expansion of enrollments. 
In addition, Congress should consider placing a morato- 
rium on further expansion of Head Starr, until sufficient 
funding is available to expand enrollment and to provide 
adequate cost-of-living increases to all States. The Secre- 
tary of HHS should direct the Commissioner of ACYF to (1) 
work with the HHS Audit Agency on developing and issuing 
additional guidance to independent auditors requiring the 
submission of balance sheets and operating statements 
showing more detail on expenses; (2) work with the HHS 

Audit Agency and the Office of Human Development Serv- 
ices (OHDS) Grants and Contracts Management Division to 
eliminate the requirements of independent audit work 
which duplicates functions performed by ACYF monitoring 
teams; and (3) direct the regional office community 
representatives to validate grantees’ program information 
reports before entering the data into the performance indi- 
cator system. The Secretary of HHS should direct the Com- 
missioner of ACYF to gather and analyze data on the aver- 
age cost per child and average cost per child contact hour 
in order to assist ACYF regional oftices to make the most 
equitable distribution of Federal funds to grantees within 
their regions. In addition, the Secretary should (1) direct the 
Commissioner of ACYF to initiate an effort to gather infor- 
mation from grantees on reductions in Head Start services 
to children and their families to ascertain the extent of serv- 
ice reductions nationwide; and (2) inform the appropriate 
authorizing and appropriating committees of the extent of 
service reductions in the Head Start program. The Secre- 
tary of HHS should (1) direct the Commissioner of ACYF to 
develop and implement an overall planning system for 
Head Start covering all program components and major 
functions; and (2) assure that sufficient resources are avail- 
able to operate the system. In addition, the Secretary should 
require that Head Start forward planning cover a period not 
less than the period of program reauthorization approved 
by Congress. The Secretary of HHS should direct the Com- 
missioner of ACYF to develop and implement a manage- 
ment information system for Head Start. The Secretary of 
HHS should direct the Commissioner of ACYF to: (1) review 
the training planned for community representatives to see 
that it is designed to produce consistency in interpreting 
program requirements and grantee monitoring; (2) deter- 
mine what, if any, additional funding is needed by grantees 
to bring their programs into full compliance with perform- 
ance standards and administrative requirements; (3) assure 
that adequate resources are made available to regional 
offices so that followup of monitoring efforts can be 
achieved; (4) issue a manual to grantees including models 
of administrative forms, records, and procedures; and (5) 
work with regional office auditors and OHDS grants man- 
agement officers to improve the timeliness and expedite the 
regional offices’ review of independent auditors’ reports. 
The Secretary of HHS should direct the Assistant Secretary 
for OHDS to determine the staffing and administrative 
requirements needed for the Head Start program and, if the 
Assistant Secretary finds that the Head Start program does 
not have the resources it needs and if resources can be 
made available, the Secretary should furnish the staff and . 
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other resources necessary for the program to carry out its 
responsibilities. 

Agency Comments/Action 

Sixty-day comments had not been received as of Sep- 
tember 30. 1981. 

Appropriations 

Head Start program - Department of Health and Human 
Services, Office of Human Development Services 

Appropriations Committee Issues 

The Committees should monitor the progress made by 
HHS to implement the GAO recommendations. 



DEPARTMENTOFHEALTHANDHtJMANSERWCES 

A~~l~~S~~A~l~~ FOR CHILDREN, YOUTH AND FAMILIES 

Zncreased Federal Efsop iVeeded To Better Zdentijj, Treat, and Prevent Child Abuse and Neglect 
(HRD-80-65, 4-29-80) 

Budget t%nction: Education, Trainiig, Employment and Social Services: Social Services (0506) 
Legislatiwe Authority: Child Abuse Protection and Treatment Act (P.L 93-247). Older Americans Act of 1965. Rehabilitation 
Act of 1973. Social Security Act. H. Rept. 93-685. Moore v. Sims, 47 U.S.L.W. 4693 (1979). 

Because of congressional and public concern about child 
abuse and neglect, GAO undertook a review of the prob- 
lems States and localities are having in identifying, treating, 
and preventing child abuse and neglect. The National 
Center on Child Abuse and Neglect, established within the 
Department of Health, Education, and Welfare (HEW), is 
the focal point for Federal efforts to deal with child abuse 
and neglect In the review, GAO evaluated the progress and 
problems of selected States and localities using as criteria 
the Center’s recommended programs. However, the 
number of reported cases of abuse and neglect continues 
to rise. According to HEW, reports have risen over 100 per- 
cent in the last 4 years. But it is generally recognized that 
the actual number of cases is much larger than reported. 
Findings/Conclusions: The Center estimates that each year 
1 million children are abused or neglected and that 2,000 
children die from injuries or conditions resulting from a- 
buse and neglect. Moreover, GAO found that although 
States and localities have made progress in reporting, in- 
vestigating, treating, and preventing child abuse, the States 
and localities do not have the capabilities to adequately pro- 
vide treatment for abused and neglected children and their 
families. Also, the Center, which is responsible for helping 
States and localities develop prevention programs by identi- 
fying effective programs and approaches and by imple- 
menting, expanding, and improving such programs, has 
not provided adequate leadership and assistance to the 
States. Before 1978, the Center gave priority to identifica- 
tion, reporting, and treatment. But, the Center has not yet 
established criteria for assessing the effectiveness of 
prevention programs. This can in part be a result of the 
lack of support for the Center by HEW. Although responsi- 
bilities have increased, the Center’s staff has remained a- 
bout the same size since 1976, and in 1978 HEW withheld 
about $469,000 of the Center’s research funds and trans- 
ferred the money to a separate cross-cutting research pro- 
gram to fund projects with broader goals than child abuse 
and neglect. 
Recommendations: The Secretary of HEW should require 
the National Center on Child Abuse and Neglect to: (1) help 
States assess how many professionals are and are not re- 
porting child abuse cases; (2) identify problems that hinder 
professionals from reporting and attempt to resolve them; 
(3) encourage organizations of professionals required to 
make child abuse reports to emphasize their importance, 
(4) help clarify who is responsible for training and educating 
professionals to recognize and report abuse and neglect; 
(5) help resolve disagreements about whether State, local, 

or community organizations should develop standards and 
definiions of abuse and neglect; (6) encourage the use of 
definitions and standards for community education and de- 
cisions about abuse and neglect; (7) emphasize the need 
for investigating all reports within 24 hours and encourage 
States and localities to make this a requirement in their poli- 
cies and procedures; (8) encourage State and local agen- 
cies to increase their minimum qualifications for child pro- 
tective services investigative staff; (9) identify ways protec- 
tive services units can increase their staffs or otherwise deal 
with excessive caseloads; (10) emphasize to the States the 
importance of contributions that multidisciplinary case con- 
sultation teams can make in dealing with abuse and neglect 
cases and the importance of developing and using written 
treatment plans, central registers for case management, 
and sufficient legal assistance for protective services staff; 
(11) better coordinate Federal programs and resources; 
( 12) identify approaches and programs showing promise of 
success; ( 13) develop information on the progress of States 
and localities in addressing abuse and neglect; (14) resolve 
any problems regarding duplication of programs or prob- 
lems that otherwise restrict effective coordination; (15) as- 
sist the States in obtaining additional treatment services and 
identifying ways to increase staff and qualifications; and 
(16) reassess the Center’s position on the need to follow up 
on closed cases. Finally, if HEW finds that the Center does 
not have the resources it needs, HEW should consider fur- 
nishing the Center the necessary staff and resources to car- 
ry out its responsibilities. 

Agency Comments/Action 

A follow-up report (HRD-81-153) was issued on September 
18, 1981. The follow-up stated that the Department of 
Health and Human Services has implemented 8 of the 
recommendations, 15 are in the process of being imple- 
mented, and 8 have not been implemented. 

Appropriations 

Department of Health and Human Services, Office of Hu- 
man Development Services 

Appropriations Committee Issues 

Because child abuse and neglect is such a serious national 
problem, Congress should be concerned about the effec- 
tiveness of the National Center on Child Abuse and Neglect 
in helping States develop programs to combat the problem. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

ADMINISTRATION ON DEVELOPMENTAL DISABILITIES 

How Federal Developmental Disabilities Programs Are Working 
(HRD-80-43, 2-20-80) 

Budget Function: Education, Training, Employment and Social Services: Social Services (0506) 
Legislative Authority: Developmentilly Disabled Assistance and Bill of Rights Act (P.L. 94-103). P.L. 95-602. P.L. 88-164. 
P.L. 91-517. 

GAO was requested to make a comprehensive examination 
of the overall administration and operation of four develop- 
mental disability programs: (1) State Formula Grant, (2) 
State Protection and Advocacy, (3) Special Projects, and (4) 
University-Affiliated Facilities. These programs were 
designed to improve and coordinate services to the 
developmentally disabled and to protect their rights. The 
two million developmentally disabled have disabilities ori- 
ginating before the age of 18 which constitute a substantial 
handicap to their ability to function normally in society and 
are expected to continue indefinitely. Mental retardation, 
cerebral palsy, epilepsy, autism, and severe dyslexia are the 
conditions generally accepted as constituting a deveiop- 
mental disability. 
Findings/Conclusions: All the programs have funded proj- 
ects and activities to help the developmentally disabled. 
However, the Department of Health, Education, and Welfare 
(HEW) has not developed criteria or standards to measure 
program performance or made any in depth reviews of the 
programs’ overall impact on the conditions of the persons 
they were meant to serve. The State Formula Grant Pro- 
gram had problems so fundamental and pervasive that ma- 
jor improvements are needed. Designated State agencies 
for the State Protection and Advocacy Program have legal 
authority to push for actions and obtain needed services. 
While it enabled the disabled to go outside established serv- 
ice delivery systems and assure their rights are protected, 
the program had problems and lacked funds. The Special 
Projects Program was not unique. Many of its projects were 
similar to projects funded under the Formula Grant Pro- 
gram. Regional projects were narrow in scope, not designed 
for widespread application or reapplication, and were pro- 
viding conventional services instead of developing unique 
or innovative techniques for service delivery. Program funds 
were often used to continue projects started under non- 
developmental disability programs. The principal problems 
with the University-Affiliated Program were that it is funded 
from numerous sources with no fixed pattern, had vague 
mission statements, and had varying and incompatible 
guidelines. All four programs need closer monitoring and 
more specific direction from HEW if they are to be effective, 
viable forces in improving conditions of the developmental- 
ly disabled. 
Recommendations: The Secretary of HEW should direct the 
Commissioner of the Rehabilitation Services Administration 
(RSA) to: develop uniform standards to help program ad- 
ministrators, State Councils, and others evaluate program 
performance; formulate standards to measure the perform- 
ance of State Councils; encourage States to establish more 
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effective and accountable grant review mechanisms; pro- 
vide States with more specific guidance for reporting pro- 
gram expenditures; assure that the States develop and use 
appropriate monitoring and evaluation tools to assess their 
programs; and increase HEW regional monitoring and eval- 
uation efforts. To improve the State Protection and Advoca- 
cy Program the Secretary should direct the Commissioner 
of RSA to: formulate specific regulations and guidelines; as- 
sist States in accessing other funds for their programs; re- 
quire the States to establish a mechanism for coordinating 
the advocacy activities of this program with the Formula 
Grant Program; and establish standards to measure pro- 
gram performance. The Secretary should also improve the 
Special Projects Program by requiring the Commissioner of 
RSA to: review all projects currently being funded under this 
program and discontinue support to those which are not, or 
do not hold promise of fulfilling legislative objectives; fully 
inform Congress on how program funds are spent and what 
has been accomplished; strengthen grant review pro- 
cedures; increase program monitoring and evaluation, in- 
cluding site visits to projects; and establish a system to fol- 
low up on project accomplishments and dissemination of 
project results. Further, the Secretary of HEW should assure 
that the Commissioner of RSA establishes goals, objectives, 
and performance standards for the University-Affiliated Fa- 
cilities Program supported with developmental disabilities 
funds and periodically evaluate supported facilities. Be- 
cause of the intrinsic and pervasive nature of many of the 
problems with this program, Congress should clearly delin- 
eate what it wants the program to accomplish. 

Agency Comments/Action 

The Secretary of Health and Human Services concurred 
with all of the GAO recommendations and stated what 
specific actions have been taken or are underway in alleviat- 
ing the problems and deficiencies identified. 

Appropriations 

Department of Health and Human Services, Office of Hu- 
man Development Services 

Appropriations Committee Issues 

Although the most current legislation, P.L. 95-602, may al- 
leviate some of the controversy and confusion as to whether 
the State Formula Grant Program should be directed to- 
ward planning or services, Congress should consider fur- 
ther clarifying the legislation in regard to program intent. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

BUREAU OF HEALTH PLANNING 

Health Systems Plans: A Poor Framework for Promoting Health Care Improvements 
(HRD-81-93, 6-22-81) 

Budget Function: Health: Health Planning and Construction (0554) 
Legislative Authority: Health Planning and Resources Development Act of 1974. Social Security Act. 

The National tiealth Planning and Resources Development 
Act established health systems agencies (HSA) with respon- 
sibility for planning health services within a particular geo- 
graphic area. The Act also esta!Jlished State health planning 
and development agencies and statewide health coordinat- 
ing councils to deal with health care needs from the per- 
spective of the entire State. The adequacy of health systems 
plans developed by HSA were reviewed and actions were 
rrcommended that the Department of Health and Human 
Services (HHS) should take to improve the plans. 
Findings/Conclusions: A high priority of each HSA is to 
develop a health systems plan, a document describing what 
needs to be done to improve the health care system and the 
health status of area residents. The plan is fundamental for 
accomplishing the HSA objective. Despite substantial re- 
sources and community effort, GAO found that: (1) health 
systems plans were inadequately developed; (2) cbjectives 
lacked measurability; (3) objectives were not limited to 
priority goals; (4) many more objectives were established 
than could be accomplished within a reasonable timeframe; 
(5) objectives were questionable because they concerned 
further planning or were unattainable or unrealistic in what 
they sought to achieve through local community resources; 
(6) recommended actions for accomplishing objectives 
were nonexistent or poorly developed; and (7) resource re- 
quirements for implementing each recommended action 
were unspecified or inadequate. The failure of HSA’s to fol- 
low HHS guidance and insufficient HHS involvement with 
HSA’s during plan development contributed to the inade- 
quacy of the plans. GAO also found that statewide roles for 
HSA’s vary widely and that the impact of the program is dif- 
ficult to assess. This means that it may be impossible to 
produce clear and dramatic evidence concerning the effec- 
tiveness of health planning organizations. 
Recommendations: Congress should amend the National 
Health Planning and Resources Development Act to allow 
the health planning organizations in States with statewide 
HSA’s to jointly develop one health plan for the State. The 
Secretary of HHS should actively work with HSA’s during 
the development of future health systems plans to ensure 
that future plans do not contain the deficiencies currently 
existing. The Secretary of HHS should require HSA’s to ac- 
tively pursue the implementation of health systems plans 
and annual implementation plans after plans are deter- 
mined to be consistent with HHS guidance. The Secretary 
of HHS should require HSA’s to revise inadequate plans so 

that such plans: (1) concentrate on a few significant objec- 
tives that can be achieved in a reasonable timeframe, (2) 
specify a strategy for and organizations for accomplishing 
the objectives, and (3) identify the resources needed to car- 
ry out the objectives. The Secretary of HHS should issue re- 
gulations and guidelines concerning the implementation of 
the health planning program in statewide HSA’s that would 
include requiring written agreements between the statewide 
HSA and the State agency which set forth their respective 
roles in carrying out the joint planning process. The Secre- 
tary of HHS should assess the adequacy of the latest health 
systems plan at each HSA. 

Agency Comment/Actions 

HHS agreed with the GAO recommendations to assess the 
latest plans and to require revision of inadequate plans but 
did not agree that it should actively work with HSA’s in 
developing future plans. HHS maintained that Congress 
clearly intended that the plans reflect local choices made 
through an open process that considers national priorities. 
GAO agrees but continues to believe that involvement by 
HHS with HSA’s during plan development would ensure 
that plans do not suffer from the current deficiencies and 
that such involvement need not preclude the plans from lo- 
cal needs and choices. HHS concurred in the importance 
of stressing the need for plan implementation but disagreed 
that implementation should be deferred until plans are im- 
proved. GAO believes implementation of inadequate plans 
could result in HSA’s expending valuable time and re- 
sources in addressing objectives that may not be of a high 
priority, and HSA’s should therefore defer implementation 
activities until their plslns are improved. HHS agreed with the 
intent of the GAO recommendations regarding clarifying 
the roles of statewide HSA’s and State agencies but added 
that it may be inappropriate to issue new Federal regula- 
tions until Congress acts on the President’s proposal to 
phase out the health planning program. GAO does not 
disagree but continues to believe the recommendation is 
appropriate if the program continues under the same or a 
similar structure. 

Appropriations 

Department of Health and Human Services, BaJreau of 
Health Planning 



DEPARTMENTOFHEALTHANDHUWYSERVICES 

CENTER FOR DISEASE CONTROL 

Discussion of Selected Issues Affecting Federal Immunizution Activities 
(HRD-80-52, 6-6-80) 

Budget Function: Health: Prevention and Control of Health Problems (0553) 
Legislative Authority: Poliomyelitis Vaccination Assistance Act of 1955 (P.L. 84-377). Public Health Service Act (42 USC. 
247b). P.L. 95-355. P.L. 951482. P.L 96-38.42 U.S.C. 263. 

The Department of Health, Education, and Welfare’s (HEW) 
immunization programs were reviewed. Specifically ad- 
dressed were the HEW childhood disease and flu immuni- 
zation programs’ effectiveness, liability, adverse vaccine 
reactions, and vaccine supply. 
Findings/Conclusions: The Center for Disease Control 
(CDC), the Food and Drug Administration’s Bureau of 
Biologics, and the National Institutes of Health’s National In- 
stitute of Allergy and Infectious Diseases are primarily 
responsible for the HEW immunization programs. To date, 
three flu immunization programs have been conducted. 
These included the swine flu program during the 1976-77 
flu season and two smaller programs during the 1978-79 
and 1979-80 flu seasons. In reviewing these programs, 
GAO found that: (1) HEW statistics show that Federal im- 
munization activities have had a significant influence in 
reducing childhood disease levels; (2) a comprehensive 
policy that stipulates the circumstances under which the 
Federal Government will assume liability for public immuni- 
zation programs does not yet exist; (3) in several instances 
pertinent data were excluded from vaccine information 
forms and recommended administrative procedures were 
not followed; (4) current adverse reaction monitoring sys- 
tems have limited value in showing the risks associated with 
vaccination; and (5) current vaccine supplies seem ade- 
quate and manufacturers contend that they will continue 
providing vaccine. 
Recommendations: The Secretary of HEW should: (1) 
direct the Director of CDC to undertake studies to test the 
reliability of disease reporting and to measure the variability 
and extent of non-Federal immunization resources; (2) es- 
tablish policies and procedures to improve future immuni- 
zation program coordination; (3) direct the Director of CDC 
to develop methods to help standardize varying State man- 
datory immunization laws and to help improve their en- 

forcement (4) request whatever Federal funding is needed 
to attain and maintain desired immunization goals for all 
childhood diseases; (5) expedite data gathering to deter- 
mine the potential costs and other effects of the proposed 
liability alternatives; (6) establish a systematic procedure to 
obtain, consider, and act on comments on “Important lnfor- 
mation Statement” content from interested experts within 
and outside HEW and the Federal GovemmenS (7) direct 
the Director of CDC and the Commissioner of the Food 
and Drug Administration to measure the reliability of &St- 
ing vaccine reaction monitoring systems and to determine 
the feasibility of improving the reliability of existing systems; 
and (8) place the authority and responsibility for reaction 
data collection and dissemination with one agency or clear- 
ly divide and coordinate the responsibility. 

Agency Comments/Action 

In general, the agency agreed with the report 

Appropriations 

Preventive health - Department of Health and Human Serv- 
ices, Center for Disease Control 

Appropriations Committee Issues 

Prior to appropriating funds for immunization activities, the 
Committees need to assure themselves that (1) the disease 
incidences supplied by HHS are accurate and reliable indi- 
cators of need for Federal immunization financial support; 
and (2) Federal funding for inoculation programs may also 
create Federal liability for adverse reactions from vaccines. 
In addition, the Committees should be aware that opportun- 
ity exists for placing authority and responsibility for reaction 
data collection dissemination with one agency. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

FOOD AND DRUG ADMINISTRATION 

Need for More Effective Regulation of Direct Additives to Food 
(HRD-80-90, a-14-80) 

Budget Function: Health: Consumer and occupational health and safety (0554) * 
Legislative Authority: Food, Drug and Cosmetic Act (21 USC. 301 et seq.). Meat inspection Act (21 U.S.C. 601 et seq.). 
Poultry Products Inspection Act (21 U.S.C. 451 et seq.). Saccharin Study and Labeling Act (P.L. 95-203). Food Additives 
Amendment of 1958 (21 USC. 321(s); 21 U.S.C. 342(a)(Z)(c); 21 USC. 348). 21 C.F.R. 170.6.21 C.F.R. 170.35. 

The Food, Drug and Cosmetic Act requires that the safety 
of direct food additives be based on scientific evidence and 
that the evidence be reviewed and approved by the Food 
and Drug Administration (FDA). However, the Act exempts 
from review and approval substances generally recognized 
as safe by experts or approved for use before 1958, and ai- 
lows the safety determination for some of those substances 
to be based on experience drawn from common use in 
food. The safety of several of these exempted substances 
has been questioned. A review was undertaken to deter- 
mine whether current legislative authority and FDA reguia- 
tory practices adequately protect the public against hazards 
from substances directly added to food. GAO examined 
provisions of the Act which exempts about 1,450 sub- 
stances from food additive regulation by FDA; reviewed 
several exempted substances, the assumed safety of which 
was later questioned, and the removal from use of which 
has been proposed or completed; and evaluated the poten- 
tial impact these exemptions could have on the level of evi- 
dence supporting the safety of these substances. 
FindingslConcluslons: The FDA administrative regulations 
do not clearly define the scientific evidence needed to sup- 
port the safety of a food additive or explain how it conducts 
safety assessments. The regulations do not distinguish 
among the different kinds of evidence which support each 
substance’s safety affirmation. Experience from common 
use in food has questionable value in assuring that an addi- 
tive is safe, because individuals are exposed to numerous 
substances, including environmental contaminants, over a 
long period. Adverse effects from exposure to harmful sub- 
stances may not occur for many years. Since FDA is not re- 
quired to review and approve substances generally recog- 
nized as safe (GRAS), there is no assurance that consistent 
criteria are applied in determining the safety of all such sub- 
stances. Of the 39 petitions received in 1979 for GRAS 
designations of substances used after 1958, review of 18 
has been completed. Four of the 18 contained sufficient 
scientific evidence to support a GRAS affirmation. During 
1978, FDA received 14 petitions requesting that food addi- 
tives be approved. As of October 1979, regulations had not 
been approved or published For any of these substances. In 
seven petitions reviewed, FDA had determined that the 
scientific evidence supporting the substance’s safety was 
inadequate and had requested addition evidence. In five 
cases, data not specifically identified in the regulations were 
requested. Developmental efforts are currently underway to 
publish definitive scientific testing guidelines and review cri- 
teria for determining the safety of food additives. 

Recommendations: The Secretary of Health and Human 
Services should direct the FDA Commissioner to publish 
regulations establishing review criteria for assessing the 
safety of food additives and to issue guidance defining the 
methods and controls to be used in conducting scientific 
safety tests. Further, the FDA Commissioner should be 
directed to revise regulations which list substances that 
FDA has affirmed as GRAS to indicate the kinds of evidence 
that support their safety. Congress should amend the Fed- 
eral Food, Drug and Cosmetic Act to eliminate exemptions 
for GRAS and prior sanction substances. Changes to the 
law should provide enough flexibility to encourage the use 
of information already available and to recognize that dif- 
ferent types of scientific evidence may be appropriate to 
support the safety of food additives. The amendment 
should also provide a date on which the safety of all GRAS 
and prior sanction substances must be subject to Federal 
review and approval. 

Agency Comments/Action 

The Department of Health and Human Services agreed that 
the regulation of GRAS and prior sanction substances is an 
important issue and said it is investigating ways to deal with 
this complex subject. The Department did not believe, how- 
ever, that it would be in the public interest to include a man- 
dated timeframe for implementing congressionally enacted 
revisions. The Department said it has drafted protocols and 
criteria for evaluating tests of additive safety which will be 
published in scientific literature and the “Federal Register.” 
The Department did not agree, however, that regulations 
which list substances FDA has affirmed as GRAS should 
recognize different levels of evidence that support their safe- 
ty because of the volume of information they believed 
would be required. The Department of Agriculture agreed 
with the GAO recommendations; however, it emphasized 
the need for gradual implementation of legislative changes 
to avoid disruptions within the food industry and to permit 
orderly scientific assessment. 

Appropriations 

Prevention and control of health problems - Department of 
Health and Human Services, Food and Drug Administration 

Appropriations Committee Issues 

Increasing the FDA regulatory responsibilities concerning 
food additives may appear contrary to the current trend of 



reducing, wherever possible, government regulation and 
control over the marketplace. Further, the additional testing, 
review, and regulatory requirements which would be placed 
on industry and FDA by the change in law GAO recom- 
mends will inevitably add costs. The Committees must con- 
sider the level of funding which is appropriate in this area. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

Home Health Care Services--Tighter Fiscal Controls Needed 
(HRD-79-17, 5-15-79) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Health Insurance for the Aged. Social Security Amendments of 1972. 

As of June 1978, there were 2,612 agencies certified by 
Medicare to provide home health care. A detailed audit was 
conducted at 11 home health agencies to verify that the 
costs claimed for Medicare were in fact incurred, allowable, 
reasonable, and properly reported. This review focused on 
proprietary and private nonprofit agencies. 
Findings/Conclusions: GAO found wide variances and 
inadequacies in Medicare’s reimbursement procedures for 
home health care. The management and clerical costs for 
two home health agencies in Louisiana that were compara- 
ble in size were $291,400 and $129,000. A comparison of 
two agencies in Florida showed wide variances in personnel 
salaries, The number of nonprofit home health agencies 
has grown significantly in recent years. One reason for this 
growth is due to the efforts of some for-profit organizations 
which assist in the establishment of such agencies and sub- 
sequently do business with them. GAO believes that there is 
program abuse because of the following examples: (1) the 
newly created agencies obtain services from the for-profit 
organizations without the benefit of competition; (2) the 
contracts of two for-profit organizations were for an exces- 
sive period of time (35 years and 29 years); (3) some for- 
profit organizations used facilities of the nonprofit agencies 
to conduct their business at the expense of the Medicare 
program; (4) some services under the contracts may be un- 
necessary for providing home health services; and (5) fre- 
quent examples of self-dealing were noted between the For- 
profit organizations and the home health agencies. 
Recommendations: The Secretary of the Department of 
Health, Education, and Welfare (HEW) should direct the Ad- 
ministrator of the Health Care Financing Administration 
(HCFA) to develop the cost limits under Section 223 of the 
Social SecuriQ Amendments of 1972 For individual home 
health care cost elements where this is appropriate. The 
Secretary of HEW should also direct the Administrator of 
HCFA: (1) to emphasize to providers that costs claimed 
under Medicare must be documented; (2) require inter- 
mediaries to test the adherence of providers to the docu- 
mentation requirements; (3) clarify and strengthen program 
instructions For the specific types of promotional activities 
that are allowable; (4) require providers to document the 
scope and nature of the duties of agency employees oFten 
designated as discharge planners or hospital coordinators; 
(5) emphasize to home health providers that prior approval 
is required for those Fringe benefits not otherwise specikal- 

ty authorized; and (6) require that home health agencies 
provide specific reporting on the salaries and Fringe benefits 
furnished to individual employees. Finally, the Secretary of 
HEW should direct the Administrator of HCFA to require 
prior intermediary approval of home health agency con- 
tracts whose costs exceed a specified amount or whose 
term exceeds a specified period of time. 

Agency Comments/Action 

The Department of Health and Human Services (HHS) has 
established overall cost limits for home care, but limits have 
not been established For individual elements of home health 
care costs. HHS believes that great strides have been made 
in developing a uniform cost report for home health provid- 
ers as required by the Medicare and Medicaid Anti-Fraud 
and Abuse Amendments (P.L. 95-142). HHS said that a uni- 
Form cost report is required before it can set limits on indi- 
vidual cost items. Effective for agency cost reporting 
periods beginning on or after October 1, 1980, agencies are 
required to report costs in a more uniform matter. Accord- 
ingly, a complete year of new cost data will not be available 
until October 1982, at which time HCFA plans to review the 
data and determine if limits should be established based on 
individual services for individual elements of home health 
costs. HHS has not indicated concurrence in the recom- 
mendations that intermediaries be required to: (1) test the 
adherence of providers to the documentation requirements, 
and (2) approve home health agency contracts whose costs 
exceed a specified amount or whose terms exceed a speci- 
fied period of time. 

Appropriations 

Health care services - Department of Health and Human 
Services, Health Care Financing Administration 

Appropriations Committee Issues 

The GAO recommendations, particularly the ones concern- 
ing limits for individual elements of home health service 
costs and the requirement for intermediaries to approve 
certain home health agency contracts, have the potential to 
serve as effective aids in controlling home health costs and 
program abuse. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

Hospitals in the Same Area Often Pay Widely Different Prices for Comparable Supply Items 
(HRD-80-3.5, I-21-80) 

Budget Function: Health: Health Care Services (0551) 

A review was made of the procurement practices of 37 hos- 
pitals in 6 cities to determine (1) the prices paid for selected 
routine hospital items, and (2) whether there are significant 
variations in prices paid for the same or similar hospital 
items within the same geographical area. 

Findings/Conclusions: GAO identified significant differ- 
ences in prices paid by different hospitals in the same geo- 
graphic area for the same items. The overall weighted im- 
pact of the differences in terms of total annual usage was 
10 percent, although in some instances the difference ran 
as high as 300 percent. No adequate explanation for the 
variations was apparent; however, the most plausible expla- 
nations were (1) that purchasing agents did not share or ex- 
change price information, and (2) that the higher prices for 
some items were due to other services furnished by ven- 
dors. Although the Department of Health, Education, and 
Welfare (HEW) and its Medicare intermediaries did not be- 
lieve that scrutiny of the prices paid for hospital supplies 
would be cost effective, GAO identified 5 items which of- 
fered potential aggregate savings of about $150,000, or 4 
percent aggregate volume of those items, for hospitals in 
two or more cities. The potential savings on the five items 
alone could amount to millions of dollars. 

Recommendations: The Secretary of HEW should direct the 
Administrator of the Health Care Financing Administration 
(HCFA) to instruct Medicare intermediaries to gather and 
compile price information in various areas on the five items 
GAO identified that appeared to offer the greatest potential 
for cost savings and to communicate such information to 
the hospitals they service. The intermediaries should be in- 
structed to monitor their hospitals’ purchases of these items 
periodically and report back to HCFA so it can (1) assess 
whether monitoring prices may result in cost savings, and 

(2) determine whether monitoring should be expanded to 
include other hospital supply items. 

Agency Comments/Action 

HHS advised GAO that it was taking a cautious approach to 
implementing the recommendation by doing a pilot study 
in three metropolitan areas. HHS said its timetable includes 
initiating the data exchange system on September 1, 1980, 
and evaluating it by March 3 I, 1982. HHS cited the com- 
plexity of the hospital supply market structure and the varia- 
tions in the product-service mix which should be accounted 
for. GAO believes that HHS has overstated the complexities 
of the recommendation. In the first place, the recommenda- 
tion pertained to only five supply items (disposable elec- 
trodes, intravenous solution, x-ray film, medical gas, and ir- 
rigating solution). In the second place, GAO was proposing 
that the Medicare intermediaries merely gather, compile, 
and communicate price information to hospitals on these 
five items to facilitate more informed procurement deci- 
sions. GAO did not propose any complex regulatory 
scheme as HHS implied. 

Appropriations 

Health care services - Department of Health and Human 
Services, Health Care Financing Administration 

Appropriations Committee Issues 

During fiscal year 1979, Medicare and Medicaid payments 
to hospitals on behalf of beneficiaries for inpatient hospital 
services were about $25 billion, of which about $4.3 billion 
represented supply costs. GAO believes that the prompt 
adoption of its recommendation with respect to only the five 
items offers potential savings of millions of dollars. 

306 



DEPARTIWNTOFHEALTHANDHUMANSERVKES 

HEALTH CARE FINANCING ADMINISTRATION 

Federal Funding for State Medicaid Fraud Control Units Still Needed 
(HRD-81-2, 10-6-80) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Social Security Act (42 U.S.C. 1396). Medicare-Medicaid Anti-Fraud and Abuse Amendments (P.L. 
95-142). Omnibus Reconciliation Act of 1980. P.L 92-603. H.R 4000 (96th Cong.). H.R 7765 (96th Cong.). Medical Fraud 
Law (Washington). S. Rept 96-471. H.R. 934 (96th Cong.). S. 988 (96th Cong.). Executive Law (New York). 

Medicaid fraud costs American taxpayers millions of dollars 
annually. To help reduce the losses, Congress enacted the 
Medicare-Medicaid Anti-Fraud and Abuse Amendments au- 
thorizing 90 percent Federal matching payments for fiscal 
years 1978-80 as an incentive for States to establish Medi- 
caid fraud control units. It was expected that this financial 
relief would enable many State governments to establish 
new units or expand existing ones and that, after the units 
had been in operation a few years, they would begin to re- 
cover from prosecutions amounts equal to or exceeding 
their operating costs. The Department of Health and Hu- 
man Services (HHS) Office of the Inspector General is 
responsible for certifying, funding, and monitoring the fraud 
control units. GAO reviewed 7 of the 30 existing State certi- 
fied baud units. 
Findings/Conclusions: From their effective certification 
dates through December 3 1,1979, these units reported po- 
tential recoveries of about $19 million, about one-half of 
their total operating costs. The additional Federal funding 
has resulted in increases in the number of staff, cases han- 
dled, and convictions. Fraud units also deter Medicaid pro- 
viders from attempting fraud and have had an impact on 
changing State legislation and Medicaid regulations to 
make it easier to identify fraud and to provide for more 
stringent penalties. If some type of continued Federal fund- 
ing is not provided, many units will cease to exist or will 
operate at a reduced level of effectiveness. New fraud units 
in other States are not likely to be established. Situations 
which have hindered the effective operation of State fraud 
units have included: (1) potential fraud cases which have 
not contained sufficient information to make a meaningful 
evaluation of fraud prosecution potential; (2) investigations 
which have been hampered by problems in dealing with 
State Medicaid agencies; (3) problems in hiring and retain- 
ing staff because of low salaries, personnel ceilings, and the 
uncertainty of Federal funding; and (4) fraud unit staffs 
which have not received adequate training. Two of the fraud 
units reviewed did not implement the formal procedures 
which HHS has approved to assure prosecution. 
Recommendations: Congress should provide for funding 
the establishment and operation of State Medicaid fraud 
control units beyond September 1980. The Secretary of 
HHS should direct the HHS Inspector General to verify, on a 
sample basis, the accuracy of the statistics included in the 
State fraud units’ quarterly reports on their fraud investiga- 
tion activities. The Secretary of HHS should direct the HHS 
Inspector General to develop a fraud unit training manual 
incorporating the most effective techniques and methods of 

dealing with Medicaid provider fraud based on the experi- 
ence gained by the fraud units. The Secretary of HHS 
should direct the HHS Inspector General to determine 
which fraud units do not have adequate procedures for fol- 
lowing up on the amount of overpayments actually collect- 
ed and require them to establish appropriate procedures. 
The Secretary of HHS should direct the HHS Inspector Gen- 
eral to decertify those State fraud units that do not meet the 
statewide prosecution requirement of the law and regula- 
tions. The Secretary of HHS should direct the HHS Inspec- 
tor General to develop criteria, in consultation with fraud un- 
its and State Medicaid agencies, to guide Medicaid agencies 
on the extent to which a potential fraud case should be 
developed before referral to the fraud unit and what types of 
data and analysis should be included in the referral. The 
Secretary of HHS should direct the HHS Inspector General 
to issue guidelines on essential elements that should be in- 
cluded in a fraud unit’s formal procedures with local 
prosecutors or working relationships with the State attorney 
general to assure statewide prosecution of fraud cases. The 
Secretary of HHS should direct the HHS Inspector General 
to reassess the the adequacy of the arrangements now in 
effect in States where the attorney general’s office does not 
have statewide crimiial fraud prosecution authority, or if it 
does, the unit is located outside that office to assure that 
prosecution can be carried out as needed statewide. 

Agency Comments/Action 

In the Omnibus Reconciliation Act of 1980, Congress pro- 
vided continued Federal sharing in Medicaid Fraud Control 
Units at a 79percent rate, HHS concurred with and is at- 
tempting to address all of the GAO recommendations. 
HHS officials stated that they are currently preparing draft 
regulations which will respond to GAO recommendations 
on the need for care referral criteria, guidelines on a fraud 
unit’s essential elements, and the need for statewide 
prosecution authority for State Attorneys General. They are 
also attempting to identify the best techniques and methods 
for dealing with Medicaid provider fraud which all States will 
be encouraged to use. Officials stated that the other recom- 
mendations are being addressed in the day-to-day opera- 
tions of the program. 

Appropriations 

Grants to States for Medicaid - Department of Health and 
Human Services, Health Care Financing Administration 
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Appropriations Committee Issues 

The continued funding and enhancement of State fraud 
control units appears to be appropriate since it provides a 
valuable tool in the fight against Medicaid fraud. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

Programs To Control Prescription Drug Costs Under Medicaid and Medicare Could Be Strengthened 
(HRD-81-36, 12-31-80) - 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: S. 1177 (96th Cong.). 

The Department of Health and Human Services (HHS) es- 
tablished two programs to contain the costs of prescription 
drugs under Medicaid and Medicare by setting upper limits 
on the amounts that could be reimbursed. One program, 
the Maximum Allowable Cost (MAC) Program, pertains to 
multiple-source drugs and is applicable to Medicaid and 
Medicare. The other program, the Estimated Acquisition 
Cost (E-K) Program, pertains to all drugs and is applicable 
only to Medicaid. GAO looked into the effectiveness of these 
programs in five States and obtained information on the ef- 
fectiveness of State drug substitution laws nationwide. 
Findings/Conclusions: The MAC program has resulted in 
savings of about s 1.4 million a year under Medicaid for out- 
patient drugs in the five States; however, the savings could 
have been greater if: (1) States had implemented the MAC 
liiits on a more timely basis and/or, in accordance with re- 
gulations, had not claimed Federal sharing for savings lost 
due to delays in implementation; and (2) HHS had a formal 
mechanism for systematically updating the limits. 

- Medicare’s enforcement program for MAC drugs provided 
by hospitals has not been adhered to. Even if the program 
was enforced, it would have little impact on costs because 
the forms or types of drugs covered by MAC do not appear 
to be those purchased in large quantities by hospitals. The 
program could affect costs if it focused on drugs with the 
greatest cost saving potential in the hospital inpatient set- 
ting. One of the objectives of EAC was to move the States 
away from using the published average wholesale prices of 
drugs for setting limits. States are still using the published 
wholesale prices to set limits. Encouraging State MAC pro- 
grams and other special EAC programs likely would pro- 
duce lower drug costs under Medicaid than the EAC Pro- 
gram as currently established. State substitution laws have 
the potential for significant savings to all consumers. How- 
ever, substitutions have not been made wherever possible. 
Forty-five States and the District of Columbia permitted or 
required substitutions under certain circumstances. 
Recommendations: The Secretary of HHS should direct the 
Adrniiistrator of HCFA to provide for the systematic and 
formal updating of the MAC limits. The Secretary of HHS 
should direct the Administrator of HCFA to encourage the 
States to review the Federal MAC limits to determine wheth- 
er a lower statewide MAC would be reasonable and approp- 
riate. The Secretary of HHS should direct the Administrator 
of HCFA to encourage the States to determine the package 
sires most commonly purchased by pharmacists and ad- 
just their EAC levels accordingly. The Secretary of HHS 
should direct the Administrator of HCFA to encourage the 
States to determine drugs for which it is appropriate to es- 
tablish EAC’s based on direct purchase prices and then do 

so. The Secretary of HHS should direct the Administrator of 
HCFA to recover from California and Florida the Federal 
share of excess costs attributed to the delays in implement- 
ing the MAC limits. The Secretary of HHS should direct the 
Administrator of HCFA to encourage the States to review 
their EAC drug limits to identify drugs that would be suit- 
able for the MAC multiple-source approach on a statewide 
basis. The Secretary of HHS should direct the Administra- 
tor of HCFA to require State claims processing systems to 
identify drug costs ineligible for Federal sharing through 
implementation of the recently enacted amendment in S. 
1177 or under existing authority. The Secretary of HHS 
should direct the Administrator of HCFA to reevaluate the 
applicability of the MAC Program to the inpatient hospital 
setting with the view toward eliminating the existing regula- 
tory and administrative structure which is not being en- 
forced or focusing on the forms or types of drugs which 
would make the structure worthwhile. 

Agency Comments/Action 

HHS agreed with most of the recommendations and said 
that it was taking actions to implement them. However, HHS 
did not agree that States should be required to identify drug 
costs ineligible for Federal sharing, saying improved en- 
forcement under existing authority would be more feasible. - 
An after-the-fact determination of the amount of ineligible 
drug costs is both difficult and time consuming, and GAO 
believes its recommended solution is preferrable. Also, HHS 
disagreed with the recommendation to revise the MAC pro- 
gram as it relates to inpatient hospital drugs, but its com- 
ments did not address the issues raised. GAO points out 
that a complicated regulatory scheme is in place which is 
not adherred to and which does not substantially affect drug 
costs. Unless the MAC program for inpatient hospital drugs 
is redirected toward the drugs purchased in large quantities 
by hospitals, it makes no sense to continue the regulatory 
scheme. 

Approprlatlons 

Medicare and grants to States for Medicaid - Department of 
Health and Human Services, Health Care Financing Admin- 
istration 

Appropriations Committee Issues 

State compliance with MAC regulations would be enhanced 
if States had to identify drug costs ineligible for Federal 
sharing. Federal Medicaid drug costs would be reduced. As 
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presently constituted, the MAC program for inpatient hospi- 
tal drugs establishes a complicated regulatory scheme 
which has little impact on costs. The MAC program should 
be redirected to achieve greater cost savings or the reguia- 
tory scheme should be dropped. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

More Action Needed To Reduce Beneficiary Underpayments 
(HRD-81-126, 9-3-81) 

Budget Function: Health: Health Care Services (0551) 

GAO assessed the procedures for reviewing unassigned 
Medicare claims where significant portions were disallowed 
for payment. The assessment was undertaken to determine 
how the safeguards established by Medicare carriers to 
identify potential underpayments associated with reason- 
able charge reductions were being applied. This assess- 
ment was performed as follow-on work to an earlier report 
addressing four areas where Medicare beneficiaries were 
subject to inequitable out-of-pocket costs for services 
covered by Medicare. In addition, GAO assessed actions 
taken by the Department of Health and Human Services 
(HHS) on recommendations made in that report. 
Flndlngs/Conclu’slons: As of June 29, 1981, HHS had taken 
little action on GAO recommendations made in the earlier 
report. Claims that are subject to relatively large reasonable 
charge reductions often involve underpayments which go 
undetected because of poor claims review. The Health Care 
Financing Administration’s (HCFA) Contractor Perform- 
ance Evaluation Program (CPEP) provides for an annual 
evaluation of a carrier’s operations in terms of specific per- 
formance criteria and statistical measures. A major com- 
ponent of CPEP, the Carrier Quality Assurance Program, 
assesses the quality of claims processing on a statistical 
basis. HCFA claims processing standards require that Part 
B carriers process reasonable charge reductions automati- 
cally when billed charges are in excess of reasonable 
charges within established safeguards. The safeguards are 

to identify for manual review and resolution those claims 
and related medical procedures where submitted charges 
are reduced significantly for payment purposes. CPEP does 
not address how well carriers review these types of claims. 
The HCFA Quality Assurance Manual provides for checking 
the sampled claims against the carrier’s claims processing 
rules and standards. However, it does not specifically pro- 
vide for determining adherence to a carrier’s standards for 
identifying high reasonable charge reductions for resolution 
through special handling or manual review. GAO believes 
that this is a weakness in the Carrier Quality Assurance Pro- 
gram for measuring how well carriers adhere to their claims 
processing standards. 
Rscommendatlons: To provide greater assurance that safe- 
guards for identifying potential underpayments are effective, 
the Secretary of HHS should direct the Administrator of the 
Health Care Financing Administration to modify the Con- 
tractor Performance Evaluation Program for Part B carriers 
to place additional emphasis on detecting and preventing 
underpayments. Specifically, the Quality Assurance Pro- 
gram should address, as a separate category of error, the 
quality of the review of claims that exceed the carriers’ high 
charge reduction safeguards. 

Agency Comments/Action 

HHS has not responded to the recommendations. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

Medicare’s Reimbursement Policies for Durable Medical Equipment Should Be Modified and Made More Con- 
sistent 
(HRD-81-140, 9-N-81) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Medicare-Medicaid Anti-Fraud and Abuse Admendments (P.L. 95-142). Social Security Act (42 
U.S.C. 1395). Social Security Amendments of 1965 (79 Stat. 286). Social Security Amendments of 1967 (81 Stat. 821). 
Social Security Amendments of 1972 (P.L. 92-603). Medicare Manual part B, 7080.1. 

Because of complaints from suppliers of durable medical 
equipment to Medicare beneficiaries in some southeastern 
States that they were not being treated fairly by the Health 
Care Financing Administration’s (HCFA) Atlanta regional 
office and Medicare carriers in that region, GAO was asked 
to look into selected Medicare reimbursement practices in 
Georgia, Alabama, Florida, and South Carolina in compari- 
son with other States. Specifically, GAO was asked to deter- 
mine: (1) whether standard hospital beds and wheelchairs 
are widely and consistently available to beneficiaries at the 
25th percentile; (2) whether suppliers in the HCFA Atlanta 
region were subject to different and more restrictive cover- 
age and reimbursement criteria than were being applied to 
suppliers in other areas; and (3) the appropriateness of oth- 
er payment practices and polices followed by carriers in the 
Atlanta region. 
Findings/Conclusions: There were large geographical areas 
in most of the States reviewed containing thousands of 
Medicare beneficiaries where standard wheelchairs and 
hospital beds were not available at the lowest charge level. 
This condition was less critical for rental than for purchases 
because more suppliers took assignment for rentals than 
for purchases. Because carriers do not accumulate data on 
the number or rate of assignments for these items, HCFA 
does not know what the assignment rates are or their pre- 
cise impact on availability. The unavailability of these items 
for purchase at the lowest charge levels tends to defeat the 
purchase of of Public Law 95-142. In addition, there have 
been problems with developing, applying, and monitoring 
the provisions. The coverage and utilization screens used by 
the Atlanta region differ from those used in the Boston, San 
Francisco, and Kansas City regions. Even within the Atlanta 
region, carriers have differing requirements. Carriers in the 
Atlanta region were also the only carriers reviewed that used 
inherent reasonableness tests to assess the validity of dur- 
able medical equipment allowances. 
Wecornmendations: The Secretary of the Department of 
Health and Human Services (HHS) should direct the Ad- 

ministrator of HCFA to discontinue applying the 25th per- 
centile on purchases because: (1) there are not enough 
data to compute it; (2) equipment is not widely and con- 
sistently available at the computed price; and (3) the limits 
tend to defeat the purpose of Public Law 95-142 which 
would require purchase if less costly than rental. The 
Secretary of HHS should direct the Administrator of HCFA 
to require carriers to compute data on assignments for 
items subject to the lowest charge levels to monitor the 
availability of such items. The Secretary of HHS should 
direct the Administrator of HCFA, to inform beneficiaries, or 
their doctors, of where items can be acquired at or below 
the allowed amount or suppliers that usually accept assign- 
ment. The Secretary of HHS should direct the Administra- 
tor of HCFA to insure the Medicare policies, practices, and 
coverage and utilization screens required by HCFA are con- 
sistently applied in all regions. The Secretary of HHS 
should direct the Administrator of HCFA to determine, to 
the extent practicable, the cost effectiveness of coverage 
and utilization screens before or during their implementa- 
tion. 

Agency Comments/Action 

Agency comer&s were not available. 

Appropriations 

Medicare - Department of Health and Human Services, 
Health Care Financing Admnistration 

Appropriations Committee Issues 

Section 16 of Public Law 95-142 was intended to protect 
the Medicare program and beneficiaries against excessive 
expenditures caused by prolonged rental of equipment. 
Therefore, existing reimbursement policies which do not 
support the cost saving objectives should be modified. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMINISTRATION 

Medicare Home Health Services: A Difficult Program To Control 
(HRD-81-155, 9-2.5-81) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Medicare-Medicaid Anti-Fraud and Abuse Amendments (P.L. 95-142). Omnibus Budget Reconcilia- 
tion Act of 1981 (P.L. 97-35). Social Security Act. Social Security Amendments of 1965. Social Security Amendments of 
1972.42 C.F.R. 400. 42 C.F.R. 405.237. 42 C.F.R. 405.1227. S. Rept. 89-404. 

GAO assessed various Medicare claims to determine the 
reasonableness and medical necessity of skilled nursing 
care and therapy, the need for home health aide services, 
and compliance with the homebound and other require- 
ments of the Medicare program. Aide services provide for 
the personal care of the beneficiary and represent about 
one-third of all visits provided under the program. Because 
family and friends provide similar services, GAO visited 150 
beneficiaries in their homes to determine if the use of home 
health aides was supplanting the support provided by family 
and friends. 
Findings/Conclusions: In a review of a sample of beneficiary 
medical files at 37 home health agencies, GAO found that 
27 percent of the home health visits were not covered 
under the program oi were questionable. Two major rea- 
sons were that beneficiaries were not homebound and the 
services provided were not reasonable or medically neces- 
sary. GAO noted that other studies also disclosed similar 
results. GAO found that Medicare contractors or intermedi- 
aries deny few claims for payment because they receive 
from home health agencies little information on which to 
base a judgment. GAO found the homebound requirement 
of the program to be especially difficult to administer be- 
cause of a lack of clear criteria as to the ‘ambulatory status 
of the beneficiaries and the nature and frequency of ab- 
sences from home. For 42, or 28 percent, of the cases, 
GAO was of the opinion that the beneficiary was capable of 
self care or family or friends were willing and able to provide 
the services required. GAO found several other factors 
which were adversely affecting proper utilization of the 
home health benefits: (1) physicians who authorize pro- 
gram services do not appear to be taking a very active role 
in the program; (2) Medicare contractors had little specific 
comparative information about the utilization practices of 
home health agencies; (3) the medical documentation in 
agency case files was often not complete; (4) home visits 
with beneficiaries are needed to verify various program re- 
quirements; and (4) contractors have little incentive to 
make proper coverage determinations. 
Recommendations: The Secretary of the Department of 
Health and Human Services should direct the Administrator 
of the Health Care Financing Administration to require 
home health agencies to submit a copy of the beneficiary’s 
medical file where utilization exceeds the national guide- 
lines mandated by the Omnibus Budget Reconciliation Act 
of 1981. The Secretary of the Department of Health and 
Human Services should direct the Administrator of the 
Health Care Financing Administration to require intermedi- 

aries to obtain from home health agencies a copy of the 
medical file for a fixed percent of claims that do not exceed 
the national guidelines. The Secretary of the Department of 
Health and Human Services should direct the Administrator 
of the Health Care Financing Administration to clarify and 
make more specific the criteria for determining home- 
bound status. The Secretary of the Department of Health 
and Human Services should direct the Administrator of the 
Health Care Financing Administration to require home 
health agency nurses and aides to specifically document 
the ambulatory status of beneficiaries, including the nature 
and frequency of absences from the home. The Secretary 
of the Department of Health and Human Services should 
direct the Administrator of the Health Care Financing Ad- 
ministration to clarify the criteria on the use of aides for 
homemaker type services. The Secretary of the Depart- 
ment of Health and Human Services should direct the Ad- 
ministrator of the Health Care Financing Administration to 
require that the estimated cost of the home health services 
to ie provided be placed on the authorizing plan of treat- 
ment and recertifications. The Secretary of the Department 
of Health and Human Services should direct the Adminis- 
trator of the Health Care Financing Administration to inform 
physicians of the overutilization of the home health benefit, 
program requirements, and their role in authorizing setv- 
ices. The Secretary of the Department of Health and Hu- 
man Services should direct the Administrator of the Health 
Care Financing Administration to require intermediaries to 
apprise physicians of the noncovered services provided 
under plans of care they approve. The Secretary of the De- 
partment of Health and Human Services should direct the 
Administrator of the Health Care Financing Administration 
to expand and improve on the use of comparative analysis 
techniques to identify aberrant home health utilization pat- 
terns. The Secretary of the Department of Health and Hu- 
man Services should direct the Administrator of the Health 
Care Financing Administration to emphasize to home 
health agencies the documentation requirements for clini- 
cal records and to strengthen the requirements. The Secre- 
tary of the Department of Health and Human Services 
should direct the Administrator of the Health Care Fi- 
nancing Administration to include home visits to benefi- 
ciaries as part of the onsite coverage audits of home health 
agencies. The Secretary of the Department of Health and 
Human Services should direct the Administrator of the 
Health Care Financing Administration to revise the in- 
termediary contractor evaluation program to provide for an 
assessment of the appropriateness of home health cover- 



age determinations. The Secretary of the Department of 
Health and Human Services should direct the Administrator 
of the Health Care Financing Administration to develop a 
standard aide needs assessment guide which specifically 
assesses the availability and capability of family and friends 
to provide personal care services and require home health 
agencies to use it. The Secretary of the Department of 
Health and Human Services should direct the Administrator 
of the Health Care Financing Administration to, where 
home health agencies provide aide services, require them 
to submit with their bills a copy of the aide needs assess- 
ment. The Secretary of the Department of Health and Hu- 
man Services should direct the Administrator of the Health 
Care Financing Administration to address the issue of 
respite care, that is, if it is authorized under the program 
and, if so, under what circumstances. The Secretary of the 
Department of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to establish a policy for the use of aides in situations 
where family members are able but appear unwllllng or rem 
luctmt to help the beneficiary with patlent care. 

Agency CommentslActlon 

No agency comments had been received as of November 
19, 1981. 

Approprletlons 

Medicare - Department of Health and Human Services, 
Health Care Financing Administration 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE TRAINING ADMINISTRATION 

Improving Medicaid Cash Management WiU Reduce Fe&ml Interest Costs 
(HRD-81-94, 5-29-81) 

Budget Function: Hea& Health Care Services (0551) 
Legislative Authority: Intergovernmental Cooperation Act of $938 (42 U.S.C. 4201 et seq.). Social Security Act Social 
security Amendments of 1965. 12 C.F.R 204.5. 

GAO reviewed the State systems for recovering Medicaid 
overpqrnents to providers and for returning the Federal 
share of these overpayments to the Deparlrnent of Health 
and Human Services (HHS). 
Findings/Conclusions:_FAO found that over $11 million in 
Medicaid and other program funds were in noninterest- 
bearing checking accounts in three States. Because the 
banks had use of this money, the Federal and State 
Governments lost incurred interest of over $13 million. 
One of the banks involved reported earning $512,000 on 
the Medicaid funds it held for an 1 l-month period. Some 
States drew Federal funds in excess of current disburse- 
ment needs, invested the balances, and retained the interest 
earned States had not returned the Federal share of $23 
million in identified but uncollected overpayments. The 
time that elapsed between when States made cash cokc- 
tions and when they returned the Federal share enabled 
States to earn substantial amounts of interest on Federal 
funds. 
Recommendations: The Secretary cif HHS should direct the . . 
Adnmdabr of the Heafth Care Fmancing Administration 
to establish procedures for uniform crediting of the Federal 
share of uncashed Medicaid checks and ensure that such 
credits are timely and accurate. The Secretary of HHS 
should direct the Admiiator of the Health Care Fi- 
nancing Adminktration to modify the procedures through 
which the Federal share of recovered Medicaid overpay- 
ments are returned to eliminate the long elapsed time be- 

tween recovery and return of the Federal share. The Secre- 
tary of HHS should direct the Admfnktrator of the Health 
Care Fmancfng Adminisuation to review Medicaid cash 
management practices in all States (except the 10 largest 
where actions are currently underway) and take appropriate 
actions to rninimh the amount of Federal money being 
held by the States. The Secretary of HHS should direct the 

_ . Admuustrato r of the Health Care Financing Administration 
to require States or their fiscal agents to have written agree- 
ments with the banks used for Medicaid checks, which en- 
sure that Medicaid checking servfces are obtafned at rea- 
sonable costs considering both bank charges and the ability 
of banks to invest deposit bafances. 

Agency Comments/Action 

Hi-is has not responded to these recommendations. 

Appropriationss 

Grants to States for Medicaid - Department of Health and 
Human Services, Health Care Training AdmirWration 

Approprlatlons Committee lssws 

The Committees should assure that the States draw Federal 
funds only when they are immediateiy needed for disburse- 
ment, which would decrease Federal interest costs. 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 

HEALTH SEWWCES AlMllNlSTRATlON 

The Sudden infant Death Syndrome Program Helps Families but Needs tmprotiement 
(HRD-81-25, 2-6-81) 

Budget Function: Health: Health Care Services (0551) 
Legislatlwe Authority: Small Business Act (15 U.S.C. 637(a)). Public Health Service Act (42 U.S.C. 300~ et seq.). Social 
Security Act (42 U.S.C. 701). Sudden Infant Death Syndrome Act of 1974 (P.L. 93-270). 41 C.F.R. l-1.10. 42 C.F.R. 
51a.503(a). 42 C.F.R 51a.505. 42 C.F.R. 51a.506. 42 C.F.R. 5ia.507. 42 C.F.R. 51a.511. 42 C.F.R. 51a.514. 45 C.F.R. 
74.108. P.L. 96-142. S. Rept. 95-283. S. Rept. 96-102. 

GAO reviewed the Sudden infant Death Syndrome @IDS) 
Counseling and information Program, the performance of 
selected program grantees and contractors, the extent of 
voluntary groups’ participation in the grantees’ project ac- 
tivities, program administration, and procedures for award- 
ing and managing grants and contracts. Since 1975, the 
Department of Health and Human Services (HHS) has pro- 
vided assistance to families who have suffered a sudden in- 
fant death. Grants are awarded to public and nonprofit 
private entities. GAO reviewed case files and interviewed 
family members. Lack of sufficient data and a lack of HHS 
performance standards prevented a full evaluation of the 
project’s effectiveness. 
Findings/Conclusions: SIDS projects generally were mak- 
ing progress in meeting program objectives. Autopsies 
were generally done promptly, and SIDS was recorded on 
death certificates when appropriate. The projects generally 
saw that parents were notified of the cause of death, given 
information on SIDS, and offered counseling. The project’s 
performance varied considerably in seeing that parents 
were notified and counseled withii the period desired by 
HHS. Two major problems were the failure of some medical 
examiners and coroners to promptly inform the projects of 
SIDS deaths and the failure of many projects to collect suffi- 
cient data. The families GAO contacted believed the serv- 
ices were helpful. The extent of voluntary participation 
varied. HHS procedures for determining the funding of indi- 
vidual grantees resulted in excessive funding for several 
projects. HHS did not follow established procedures for 
making sure that grantees’ unused funds were applied to 
the next year’s funding. 
t&commendations: Congress should consolidate the SIDS 
information and Counseling Program and the Maternal and 
Child Health program authorized under title V of the Social 
Security Act The Secretary of HHS should issue guidelines 
on projects’ appropriate use of community groups, includ- 
ing volunteers. The guidelines should include a clear state- 
ment of (1) the types of activities appropriate for communi- 
ty groups; (2) the circumstances under which the groups 
can be used; and (3) projects’ responsibiiies for ensuring 
appropriate use of the groups. The Secretary of HHS 
should develop standards for measuring SlDS projects’ per- 
formance and evaluate project performance against those 
standards. The Secretary of HHS should assure that the 
scope of work statement in each contract provides ade- 
quate specificity regarding HHS’ requirements and expecta- 
tions. The Secretary of HHS should establish criteria for 
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funding SIDS grantees, considering such factors as the 
number of SIDS cases in their service areas and the need 
for Federal funding in those areas. The Secretary of HHS 
should assure that the SIDS Program Office is appropriately 
staffed on a continuing basis to permit it to periodically 
evaluate grantees’ performance and compliance with pro- 
gram requirements. The Secretary of HHS should issue ad- 
ditional guidance to projects concerning case management 
and epidemiological data they are to collect and submit, 
periodically evaluate these data, and ensure that only data 
which are needed and used are collected. The Secretary of 
HHS should enforce requirements that grantees promptly 
report to HHS when they will not be spending all of the 
funds they were awarded and assure that future grant a- 
wards are offset with unexpended fund balances. The 
Secretary of HHS should issue instructions--such as those 
applicable to the SIDS grant program--which prohibit 
panels reviewing contract technical proposals from includ- 
ing persons who might have reason to be biased, or might 
have the appearance of being biased, against any competi- 
tor. The Secretary of HHS should issue additional guidance 
on the content of the narrative section of SIDS grant appli- 
cations and require grant applicants to submit specific, 
measurable objectives for those aspects of operations criti- 
cal to an effective program. HHS should also issue guid- 
ance to applicants on the types of objectives appropriate for 
new and continuing projects and assure that projects evalu- 
ate their own performance as required. 

Agency CommqntdAction 

HHS has initiated action to implement the recommenda- 
tions. It has reduced funding for several SIDS program 
grantees during fiscal year 1981. In August 1981, the SIDS 
program was consolidated into the Maternal and Child 
Health Block Grant with enactment of Public Law 95-35. 

Approprlations 

Health services - Department of Health and Human Serv- 
ices, Health Services Administration 

Appropriations Committee Issues 

None after fiscal year 1981. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH SERVICES ADMINISTRATION 

Family Planning Clinics Can Provide Services at Less Cost but Clearer Federal Policies Are Needed 
(HRD-81-68, 6-l 9-81) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: Family Planning Services and Population Research Act (P.L. 91-572). Social Security Act. Social 
Securitv Amendments of 1967 (P.L. 90-248). Public Health Service Act (42 U.S.C. 300). Economic Opportunity Amend- 
merits bf 1967 (P.L. 90-222). 

in fiscal year 1980, the Department of Health and Human 
Services (HHS) spent about $375 million for family plan- 
ning services and contracep’tive supplies through several 
different programs. GAO reviewed several aspects of the 
family planning program authorized by the Public Health 
Service Act 
Findings/Conclusions: The family planning clinics reviewed 
generally provided the medical services required by HHS. 
However, HHS guidelines recommended or required too 
many clinic revisits by women using oral contraceptives, 
education that does not appear to be needed by all clients, 
and routine medical tests that do not seem to be necessary 
for all clients. Many of the clinics reviewed were performing 
tests and examinations not required by HHS or professional 
medical standards. Some of these HHS policies and clinic 
practices unnecessarily add to program cost and contribute 
to long waits for appointments and long office visits at 
some clinics, perhaps deterring initial or continuing partici- 
pation in the program. Clinics have lost revenue and, in 
some cases, have treated clients inequitably because HHS 
and State policies were not clearly understood or con- 
sistent HHS has failed to: update its official definition of a 
low-income family, issue guidance on charging fees to 
teenagers, and uniformly enforce fee. requirements. The 
adequacy of the management information system used to 
allocate program funds and monitor the program is ques- 
tioned by many HHS and grantee officials. The position of 
the Deputy Assistant Secretary, in managing the program, 
should be strengthened by clarifying his responsibilities and 
authority so that he could more effectively coordinate and 
evaluate all the component agencies’ administration of 
family planning programs. The use of funds for program 
implementation research should be clarified. 
Recommendations: Congress should reassess whether the 
Deputy Assistant Secretary for Population Affairs needs to 
admiir all HHS’ family planning programs which pro- 
vide for or authorize grants or contracts. The Secretary of 
HHS should direct HHS regional offices to assure that title X 
funded clinics estabbh fee scales and collect fees in ac- 
cordance with title X regulations. The Secretary of HHS 
should direct the Bureau of Community Health Services to 
revise its family planning guidelines to clarity clinics’ options 
to tailor education requirements to client status and cir- 
cumstances. The Secretary of HHS should take steps to 
resolve the differences between titles X and XX programs 
regarding eligibility for free and subsidized family planning 
service. If necessary, appropriate proposals should be 
prepared to achieve this. The Secretary of HHS should for- 

mally define program implementation research in consulta- 
tion with the House Committee on Energy and Commerce 
and the Senate Committee on Labor and Human Re- 
sources. The Secretary of HHS should direct the Bureau of 
Community Health Services to revise its family planning 
guidelines to establish routine revisit policies in line with the 
American College of Obstetricians and Gynecologists’ 
standards and recommendations. The Secretary of HHS 
should clarify the responsibilities of the Deputy Assistant 
Secretary for Population Affairs and instruct component 
agencies to cooperate with the Deputy to put the Deputy in 
a better position to coordinate all HHS’ family planning ac- 
tivities. The Secretary of HHS should direct the Bureau of 
Community Health Services to work with Centers to prepare 
guidance on venereal disease screening appropriate for 
family planning projects. Such guidance should enable 
projects to decide, in consultation with State and local 
health authorities, whether to routinely test all clients or to 
apply criteria for selective testing. The Secretary of HHS 
should direct the Bureau of Community Health Services to 
revise its family planning guidelines to eliiinate the pro- 
posed provision for routine gonorrhea screening and the 
existing requirement and recommendation for anemia 
screening and provide that clinics screen based on medical 
necessity or local conditions. Cliiics desiring to screen all 
clients routinely should be required to justify the need to 
HHS. The Secretary of HHS should more closely monitor 
clinic practices to identify routine visits or medical services 
that are in excess of those required or recommended and 
deny Federal financial participation under the title X, Medi- 
caid, Social Services, and other programs for those activi- 
ties unless they are appropriately justified. The Secretary of 
HHS should direct the Deputy Assistant Secretary for Popu- 
lation Affairs and the Office of Family Planning to refine ex- 
isting management informations systemsto provide data 
and performance efficiency indicators suited to family plan- 
ning clinic operations. HHS should build on existing au- 
tomated systems, and it should include, for example, objec- 
tive and measurable standards for: (1) accurately counting 
workload; (2) reporting retention levels and degree of con- 
traceptive protection provided; (3) total cost of providing 
services; (4) monitoring fee collections; and (5) the extent to 
which women served are priority target populations. 

Agency Comments/Action 

HHS generally agreed with the recommendations involving 
opportunities for cost savings. It published revised program 
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guidelines for reducing the level of required medical serv- 
ices and agreed to more aggressively monitor grantee ef- 
forts to collect patient fees. It also reduced the required 
minimum number of clinic visits necessary for oral contra- 
ceptive patients. 

Approprlations 

Health services - Department of Health and Human Serv- 
ices, Health Services Administration 

Appropriations Committee Issues 

The Committees should consider reductions in the level of 
required medical services and the number of client visits. to 
clinics and more aggressive collection of fees from patients 
required and able to pay. This should enable program 
grantees to provide adequate services at less cost Addition- 
ally, the Committees should examine the need to approp- 
riate funds for family planning services under both the Title 
X family planning and Title XX social services programs. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

INDIAN HEALTH SERVICE 

Need To CluriiJ1 ZHS Responsibilities for Maintaining Indian Water and Sanitation Facilities 
(HZ? D-80-1 4, 7-28-80) 

Budget Function: Health: Prevention and Control of Health Problems (0553) 
Leglslatlve Authority: Indian Health Care Improvement Act (P.L. 94-437). 42 USC. 2004a. 

Since 1959, the Indian Health Service (IHS) has spent about 
$490 million to construct or improve Indian water and sani- 
tation facilities, primarily to support Indian housing pro- 
grams administered by other Federal agencies. Legislation 
enacted in 1959 authorized IHS to transfer operating and 
maintenance responsibility of these facilities to Indian tribes 
or communities. As part of a survey conducted of the IHS 
water and sanitation facilities construction program, seven 
Indian reservations and nine Alaska Native communities 
were visited to observe the water and sanitation systems or 
system components that were not operating effectively. 
FlndlngslConclusions: The tribes or communities had 
agreed to assume operating and maintenance responsibili- 
ties before construction of the facilities and had accepted 
ownership responsibilities after construction. However, 
many of them were not willing or financially able to fulbll 
their agreements. IHS assisted the Indians in operating and 
maintaining the water and sanitation systems it transferred 
to them until 1976. At that time, the Department of Health 
and Human Services’ Assistant General Counsel for Public 
Health concluded that IHS lacked the legislative authority to 
maintain water and sanitation systems transferred to tribes 
and communities. These circumstances have posed a di- 
lemma, because IHS is responsible for ensuring that ade- 
quate health care is provided to Indians and has invested 

heavily in the construction and improvement of Indian water 
and sanitation facilities. The significant IHS capital invest- 
ment could be lost because of lack of maintenance, and the 
overall health of the Indians could deteriorate, thereby plac- 
ing a greater burden on the IHS health care system. 
Recommendations: The IHS authorities and responsibilities 
for maintaining transferred sanitation facilities under the In- 
dian Sanitation Facilities Act should be specifically ad- 
dressed. 

Agency Comments/Action 
No action was required by the Department of Health and 
Human Services. 

Appropriatlons 

Indian water and sanitation facilities - Department of Health 
and Human Services, Health Services Administration, Indian 
Health Services 

Appropriations Commlttee issues 
The dilemma of funding IHS to construct water and sanita- 
tion facilities without clear authority for IHS to maintain such 
facilities if the tribes and Alaska Natives refuse to do so or 
are incapable of doing so must be resolved. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

OFFICE OF HUMAN DEVELOPMENT SERVICES 

Conditions of Older People: National information System Needed 
(HRD-79-95, 9-20-79) 

Budget Function: Education, Training, Employment and Social Services: Social Services (0506) 
Legislative Authority: Social Security Act. Older Americans Act of 1965. 

The older population of this country is increasing both in 
numbers and in percentages of the total population. This in- 
crease in the population of older people will magnify the 
problems they face. To alleviate many of these problems, 
Congress has enacted numerous laws to establish pro- 
grams providing help to the growing numbers of older peo- 
ple. Congress and the executive branch need information to 
design and plan for the delivery of services to older persons. 
Currently this information is spread piecemeal throughout 
Federal, State, local, and private agencies. A national infor- 
mation system is needed to evaluate the combined efforts 
of current services, and to assess the impact of various laws 
on the lives of older people. 
Findings/Conclusions: To illustrate the information that 
could be obtained from a national information system, GAO 
made national estimates for the 21 million noninstitutional- 
ized people 65 years old or older in 1975 based on experi- 
ences of older people in Cleveland, Ohio. These estimates, 
for illustrative purposes only, demonstrate the role that such 
a national information system could play in major policy de- 
cisions. Certain personal conditions, health, security, loneli- 
ness, and outlook on life, of older people are measurable 
and dynamic. The conditions of older people decline over 
time because of health, security, and loneliness conditions. 
GAO did not have sufficient data to identify other problems 
that could affect personal conditions but believe that more 
data on other problems could be added when establishing a 
national information system. GAO also demonstrated that 
certain unmet needs of older persons can be identified by 
using its data base. The future costs of expanded help to all 
older people can also be estimated. GAO used its data base 
to measure the changes in certain conditions and problems 
of older people, and it related services to these changes. 
Congress needs alternatives to choose from. A national in- 
formation system could estimate what percentages of older 
people receiving various kinds of help are benefiting. 

Recommendations: The Secretary of the Department of 
Health, Education, and Welfare should direct the Office of 
Human Development Services to establish a comprehen- 
sive national information system that determines the per- 
sonal conditions of, problems of, and help available to older 
people. Information collected for this system should be 
available to Congress for analysis. The system should be ex- 
panded over time to include information necessary to study 
why older people do not receive the help they need and how 
family and friends can be encouraged to provide such help. 

Agency Comments/Action 

To date, the Administration on Aging (AOA) has established 
a task force and awarded a grant to the National Associa- 
tion of State Units on Aging to study the issue. These efforts 
have produced several products, such as survey guidelines, 
to give AOA a knowledge base and documentation to sup- 
port developing a national information system. AOA began 
work on this system during FY 1981 but stated that the ef- 
fort would take 2-3 years to complete. AOA did not want to 
project specific deadlines due to uncertainties about the 
new Administration’s policies. 

Approprlatlons 

Aging programs - Department of Health and Human Serv- 
ices, Office of Human Development Services 

Approprlatlotls Commlttee Issues 

HHS appears to be making progress in responding to the 
GAO recommendations and GAO will continue to follow up 
on this next year. 
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DEPARTMENTOFHEALTHANDHUMAHSERVICES 

OFFICE OF HUMAN DEVELOPMENT SERVICES 

Guyana Tragedy Points to a Need for Better Care and Protection of Guardianship Children 
(HRD-81-7, 12-30-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 

GAO was requested to review the placement of foster chil- 
dren with members of the Peoples Temple. After finding 
that some of the children had guardians, GAO examined 
guardianship children in California. 
FindingsXoncluslons: GAO fopnd that no children in foster 
care died in Guyana. A few of the victims of the tragedy 
were wards of Peoples Temple members and were taken to 
Guyana without court approval. California guardianship 
children frequently did not receive all of the protection in- 
tended for them by State law. California received Federal 
foster care maintenance payments for guardianship chil- 
dren who did not meet Federal eligibility criteria. Federal 
overpayments occurred in three California counties, be- 
cause the counties obtained Federal reimbursement for 
guardianship children whose care and placement were not 
the responsibility of the Department of Health and Human 
Services (HHS). The health and safety of some children 
may have been jeopardized by placing them in small foster 
family homes which housed children in excess of capacity. 
Recommendations: The Secretary of HHS should direct the 
Office of Human Development Services to encourage Cali- 
fornia to reissue regulations governing guardianship situa- 
tions and require compliance by county social services 
agencies. The Secretary of HHS should direct the Office of 
Human Development Services to determine whether other 
States are erroneously including guardianship children as 
federally eligible for foster care. If so, it should act to identify 
and recover the overpayments. The Secretary of HHS 
should direct the Office of Human Development Services to 
work with California to see that Federal funding is provided 
only for children placed in licensed facilities that fully meet 
State health and welfare licensing requirements. The 
Secretary of State should require the U.S. Passport Office to 
adopt policies and procedures to verify, before issuance of 
passports, that where required by State law guardians have 
obtained court approval to take their wards outside the 
country for travel and/or residence abroad. The Secretary 
of HHS should direct the Office of Human Development 
Services to encourage California to reiterate to the probate 
court judges the importance of county social workers’ 
preparing suitability reports on petitioners for nonrelative 
guardianship children. The Secretary of HHS should direct 
the Office of Human Development Servtces to encourage 
California to help the county social services agencies ex- 
pand criteria on suitability reports to cover more fully the 
physical well-being of children, such as criminal checks and 

health certificates for petitioners and fire clearances for peti- 
tioners’ homes. The Secretary of HHS should direct the Of- 
fice of Human Development Services to follow up on Feder- 
al overpayments for ineligible guardianship children and 
work with California to identify and make retroactive adjust- 
ments for the overpayments in the three counties reviewed 
and the counties not reviewed. The Secretary of HHS 
should direct the Office of Human Development Services to 
issue instructions to all of the States notifying them that 
guardianship children are not eligible for Federal reim- 
bursement for foster care maintenance payments when , 
responsibility for such children is removed from the State ti- 
tle N-A agency. 

Agency Comments/Action 

HHS concurred with all recommendations and stated in the 
60-day letter that some action between California and HHS 
officials was taken on most of these. The Department of 
State did not respond to the single recommendation ad- 
dressed to it. On two of the recommendations to HHS, the 
responses were not complete and required further action. 
These are to (1) direct HHS to determine whether other 
States are erroneously including guardianship children as 
eligible for foster care, and (2) followup on Federal overpay- 
ments for adjustments. On both of these HHS said that 
some action would be taken but, as of the date of the 
60-day letter, GAO had no evidence of this. 

Appropriations 

Foster care - Department of State, Passport Office 

Appropriatlons Committee Issues 

GAO believes that the Committees should ascertain what 
actions, if any, have been taken to determine whether States 
are erroneously including guardianship children as federally 
eligible for foster care. HHS simply stated that appropriate 
action would be taken. The Committees should also deter- 
mine what specific action has been taken to make adjust- 
ments for any overpayments in California for ineligible chil- 
dren. Since the State Department did not respond to the 
recommendation regarding U.S. Passport Services pro- 
cedures pertaining to guardians traveling abroad, Congress 
should determine if any action has been taken. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

OFFICE OF HUMAN DEVELOPMENT SERVICES 

Action Needed To Avert Future Overpayments to States for AFDC Foster Care 
(HRD-81-73, 4-20-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Act. Adoption Assistance and Child Welfare Act of 1980 (P.L. 96-272). 

Until the Adoption Assistance and Child Welfare Act was 
enacted, the Department of Health and Human Services 
(HHS) matched payments available to the States under the 
the Aid to Families with Dependent Children (AFDC) pro- 
gram for foster home care of dependent children. The Act 
established fiscal year 1978 as a base year for the computa- 
tion of future allotments of foster care moneys. A GAO re- 
view showed certain unallowable practices regarding fiscal 
year 1978 reimbursements which, if not given prompt at- 
tention, could continue to improperly increase future foster 
care allotments to some States. 
Findings/Conclusions: GAO found that over $12 million in 
private nonprofit agency foster family home administration 
costs, not eligible for Federal sharing, were incurred by New 
York City and federally reimbursed, The States of New York 
and California were also reimbursed an undetermined 
amount for costs attributable to ineligible foster care enrol- 
lees. Since 1978, GAO has unsuccessfully attempted to 
have HHS take corrective action to recover amounts reim- 
bursed to New York City for unallowable administrative 
costs, The longer HHS takes to correct the level of fiscal 
year 1978 Federal reimbursements, the larger the overpay- 
ments will be. Using fiscal year 1978 as a basis for allot- 
ments to New York and California without adjusting for in- 
correct Federal payments has resulted and will continue to 
result in reimbursements higher than those authorized. If 
there is a dispute between any State and HHS as to expendi- 
tures for a base year, the base amount may only be 
changed in the fiscal year after the one in which the dispute 
is resolved. The foster family home administrative services, 
in dispute in several New York City contracts with private 
nonprofit agencies, are normally provided by State social 
service agencies. 

Recommendations: The Secretary of HHS should (1) re- 
quire that all foster care reimbursements to the States for 
fiscal year 1978 be audited to identify any unallowable 
costs, determine the correct level of fiscal year 1978 Feder- 
al reimbursements, and act to recover unallowable costs; 
and (2) recover overpayments made to New York City for 
unallowable administrative costs. 

Agency Comments/Action 

As of September 1, 1981, HHS has conducted foster care 
audits in 21 States accounting for approximately $190 mil- 
lion of the $260 million in reported 1978 foster care ex- 
penditures by the States. Audits are in progress, or 
scheduled for the remaining States when resources are 
available. HHS agreed with GAO that overpayments made 
to New York City for administrative costs of private non- 
profit agencies should be recovered, and upon determina- 
tion of unallowable costs, such actions will promptly be tak- 
en. HHS disagreed with the GAO recommendation to ask 
Congress to consider legislation deferring the use of 1978 
as a base year. The program is already being operated us- 
ing 1978 allotments and changes could cause significant 
hardships for the States and HHS. 

Appropriations Committee Issues 

The HHS response did not demonstrate that all unallowable 
costs have been expunged from the 1978 base year figure. 
Therefore, Congress should consider legislation which will 
defer the use of fiscal year 1978 as allotments to States until 
all unallowable costs are expunged from the 1978 base year 
figure. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

OFFICE OF HUMAN DEVELOPMENT SERVICES 

An Evaluation of the Organizational Relationship of the Ofice of Human Development Services and the Admin- 
istration on Aging 
(FPCD81-41, 4-20-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Older Americans Act of 1965 (P.L. 89-73; 42 U.S.C. 3001 et seq.). P.L. 93-351. 88 Stat 357. 

The Department of Health and Human Services (HHS) Of- 
fice of Human Development Services (OHDS) supervises 
program agencies, such as the Administration on Aging. 
GAO reviewed OHDS to determine if: (1) OHDS staff units 
have infringed on and usurped the responsibilities of the 
Commissioner on Aging, who heads the Administration on 
Aging; (2) staff units’ placement over the Administration has 
resulted in duplicate functions and excessive administrative 
burdens; and (3) OHDS has attempted to systematically 
find out its workload requirements and staff needs as well 
as those of the Administration on Aging. 
Findings/Conclusions: The present organizational structure 
of OHDS violates provisions of the Older Americans Act 
which state that the Secretary shall not approve any delega- 
tion of the functions of the Commissioner to any other offi- 
cer not directly responsible to the Commissioner. The 
structure violates the provisions because OHDS grants and 
contract officers are not directly responsible to the Com- 
missioner on Aging even though they perform many grant 
and contract administration functions regarding the Admin- 
istration on Aging. Also, financial management responsibili- 
ty for the Administration’s discretionary and formula grants 
is vested in regional office personnel who are not directly 
responsible to the Commissioner on Aging. GAO did not 
identify any adverse effects associated with these violations 
or evidence of duplicate functions or excessive administra- 
tive burdens. However, because Congress intended for the 
functions to be carried out by persons directly responsible 
to the Commissioner on Aging, GAO recommends actions 
to deal with these matters. OHDS has not systematically 
determined its staff needs. Because they lack a systematic, 

formal process for determining staff needs, GAO could not 
determine if the Administration on Aging or other OHDS 
units were sufficiently or insufficiently staffed. Workforce 
planning could be an effective, internal management tool. If 
the Secretary of HHS finds that complying with the Older 
American Act adversely affects the program, he should ini- 
tiate legislation to amend the Act. 
Recommendations: The Secretary of Health and Human 
Services should revise the organizational structure of OHDS 
to discontinue the delegation of the Commissioner on 
Aging’s functions, which allows (1) OHDS grant and con- 
tract officers to perform administrative functions regarding 
the Administration on Aging’s discretionary grants and con- 
tracts; and (2) OHDS regional offices of fiscal operations to 
handle financial management functions for the Administra- 
tion on Aging’s discretionary and formula grants. 

Agency Comments/Action . 

Agency comments were not received as of September 16, 
1981. 

Appropriations 

Aging programs - Department of Health and Human Serv- 
ices, Office of Human Development Services 

Appropriations Commiftee Issues 

The Committees should ensure that the Office of Human 
Development Services does not violate provisions of the 
Older Americans Act 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

OFFICE OF THE SECRETARY 

HEW Must Improve Control Over Billions in Cash Advances 
(FGMSD-80-6, 12-28-79) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Anti-Deficiency Act (31 U.S.C. 665). 2 GAO 16.8~. 7 GAO 6.9. 7 GAO 5.4. 

The Department of Health, Education, and Welfare’s (HEW) 
Federal Assistance Financing System was established to 
improve the Department’s cash management. However, it 
allowed premature cash withdrawals because of poor or- 
ganizational aspects and serious design deficiencies. HEW 
has advanced over $38 billion to about 14,000 non-Federal 
organizations through the system. 
Findings/Conclusions: The system used the direct Treasury 
check method and the letter-of-credit method to meet re- 
cipients’ immediate cash needs. Despite Treasury Depart- 
ment regulations, the agreements for advances did not al- 
ways state that recipients should limit cash withdrawals to 
only immediate needs. Therefore, many recipients withdrew 
cash far in advance of need. Letters of credit had not been 
extended to many eligible recipients because the system’s 
staff was insufficient to handle this task These letters of 
credit would allow recipients to operate with small or no 
Federal cash balances, further reducing public debt in- 
terest. There was no authority to handle loans and contract 
advances through the fund. Because of the significance of 
the Department’s loan programs, the authority to make 
loans and contract advances would give Congress a chance 
to learn the extent of advances made and to specify opera- 
tional reports needed for its oversight. The splitting of 
responsibilities within the system was inefficient. Staffing 
was inadequate and may have been the underlying cause of 
many of the problems. Since the Department advanced 
money without required information on the recipients’ 
planned expenditures, there were no assurances that the 
advances would be spent in accordance with approved as- 
sistance agreements or for authorized purposes. The sys- 
tem design did not provide for the generation of data need- 
ed for effective cash management. 
Recommendations: The Secretary of HEW should recover 
excess amounts of Federal cash held by recipients and, 
where possible, act to minimize premature cash with- 
drawals by: (1) developing a control system to monitor re- 
cipients’ cash balances; and (2) specifying in agreements 
the conditions under which withdrawals can be made. The 
Secretary should make sure letters of credit are extended to 
all recipients eligible to use that financing method, and work 
with the Treasury Department and Office of Management 
and Budget in getting States to remove legal and adminis- 
trative impediments causing premature and excessive cash 
withdrawals and, when appropriate, use single letters of 
credit to do this. The Secretary should obtain Congressional 

approval to make loan and contract advances through the 
grants’ accounting system, assign that system all cash 
management responsibilities, and give it adequate staff to 
handle its work. The Secretary should provide the resources 
necessary to implement the revised system and assure that 
its design: (1) provides for both detailed accounting records 
showing recipients’ cash balances and a basis for control- 
ling advances by specific appropriation; and (2) uses an ap- 
proach to charge advances to specific appropriations ac- 
cording to data from recipients. Finally, the Secretary 
should have internal auditors investigate reports that ad- 
vances were spent in excess of authorizations, and deter- 
mine whether the Government should recover any money. 

Agency Comments/Action 

In responding to the report on April 24, 1980, HEW 
described a number of positive actions it has completed to 
implement GAO recommendations. HEW also described 
system changes to be incorporated into the redesign efforts 
to replace all of its financial systems, including the one han- 
dling cash advances. Also, the HEW response suggested 
that the redesigned cash advance system will not contain 
the necessary accounting records to control advances to all 
recipients by specific appropriations. Followup work by 
GAO has confirmed this and established that action still has 
not been taken on some of the GAO recommendations. 

Appropriations 

Various appropriations available for loans and grants - De- 
partment of Health and Human Services 

Appropriations Committee Issues 

The weaknesses in the Department of Health and Human 
Service’s (HHS) system are serious, since they provide op- 
portunities for misuse of a substantial amount of Federal 
money. Yet many of them still persist and the Department 
should be required to complete action on all GAO recom- 
mendations as quickly as possible. Specific steps must be 
taken to make sure the redesigned cash management sys- 
tem includes accounting records to properly control ad- 
vances by appropriations. Otherwise, it would be useless 
for Congress to continue to give HHS specific appropria- 
tions because of the large amounts of them that will be han- 
dled through the cash advance system. 
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DEPARTMENTOFHEZALTHANDHUMANSERVICES 

PUBLIC HEALTH SERVICE 

Services for Patients Involved in National institutes of Health-Supported Research: How Should They Be Classi- 
fied and Who Should Pay for Them? 
(HRD-78-21, 12-22-77) 

Budget Function: Health: Health Research and Education (552). 
Legislative Authority: Public Health Service Act, sec. 301(e). 

The National Institutes of Health (NIH) incurs costs for the 
care of patients participating inresearch that should be paid 
by patients or insurers. NIH often does not know whether 
grantees are charging it reasonable rates for patient care 
services because of inadequate monitoring of financial 
management aspects of grants involving such services. 
Findings/Conclusions: There are no Institute-wide guide- 
lines on what patient care services can be paid with re- 
search and contract funds. NIH does not take sufficient ac- 
tion to ensure that grantees submit information required for 
grant administrators to make sound financial decisions. 
Recommendations: The Secretary of Health, Education, and 
Welfare should take actions to establish an adequate basis 
for determining which patient care services NIH should pay 
for and to improve various financial management aspects 
of grants involving patient care services, including: (1) es- 
tablishing a uniform Institutes-wide policy on patient care 
costs, with implementing guidelines on allocation of 
charges for patient care between the Institutes and the pa- 
tient or other parties; (2) providing for adequate enforce- 
ment of the new guidelines and, until they are implemented, 
requiring that grantees comply with existing guidelines; (3) 
more vigorously enforcing the requirement that grantees 
submit satisfactory rate proposals and reports of opera- 
tions; (4) requiring that patient care rates be negotiated 
within a certain time; and (5) establishing criteria for evalu- 
ating use of clinical research centers. 

Agency Comments/Action 

The Department of Health, Education, and Welfare agreed 
with most of the GAO recommendations, although in some 
instances, the agreement was qualified. Since this report 
was issued, NIH has published a policy on research patient 
care costs that it supports through grants, contracts, or oth- 
er agreements; the policy does not apply to patient care 
costs incurred at the NIH Clinical Center. The policy state- 
ment includes implementing guidelines on allocation of 
charges for patient care between the Institutes and the pa- 
tient or other parties. 

Appropriations 

Department of Health and Human Services, National Insti- 
tutes of Health 

Appropriations Committee Issues 

Congress should clarify section 301(e) of the Public Health 
Service Act to specifically state whether study patients at the 
NIH Clinical Center and other Public Health Service institu- 
tions, hospitals, and stations can be charged for any serv- 
ices they receive. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMIMISTRATIOM 

Social Security Should Improve Its Collection of Overpayments to Supplemental Security Income Recipients 
(HRD-79-21, l-16-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Amendments of 1972 (42 U.S.C. 1381). Social Security Act. 

Recovery or waiver by the Social Security Administration 
(SSA) of overpayments to Supplemental Security Income 
(SSI) recipients continues to be a problem. Additional im- 
provements are needed if SSA is to achieve uniformity and 
objectivity in resolving overpayments and reduce an un- 
resolved backlog of over 1.2 million overpayments. 
Findings/Conclusions: From January 1974 to September 
1978, $27.9 billion was paid in SSI benefits. The SSA iden- 
tified 3.2 million instances of overpayments totaling about 
$1.5 billion. Of the $1.5 billion, about $443 million was 
waived; $295.8 million was collected; $148.8 million of col- 
lections were in process; recovery efforts on s 147.7 million 
were suspended; incorrectly computed overpayments for a- 
bout $5.9 million were adjusted: and the remaining $462.4 
million (over 1.2 million cases) had not been resolved. Effi- 
cient resolution of overpayments requires that they be 
quickly and uniformly processed to assure that the debts 
are promptly collected. Social Security has not acted quick- 
ly or uniformly. SSA needs an automated overpayment no- 
tice at district offices to assure that an overpaid recipient is 
notified in a timely manner. A solution to collecting over- 
payments from former SSI recipients receiving other Feder- 
al benefits would be to offset or adjust the other Federal 
benefits at given rates until the debt is paid; however, Social 
Security maintains that it has no legal authority to collect 
from benefits being paid to these recipients under other 
Federal programs. 
Recommendations: GAO believes that SSA should get its 
SSI overpayment collection process Functioning efficiently 
and uniformly before legislation is enacted authorizing SSA 
to collect SSI overpayments from funds due to recipients 
from other Federal benefit-paying programs. The Secretary 
of Health, Education, and Welfare should direct the Com- 
missioner of Social Security to adopt a stronger and more 
active management role in recovering SSI overpayments 
by: (1) establishing standards for timely processing of SSI 

overpayments; (2) developing a quality control mechanism 
designed to identify needed corrective actions and needed 
changes in policy and procedures, and to develop solutions 
to inequities; (3) developing improved instructions and ad- 
ditional training in overpayment resolution for claims 
representatives; and (4) developing an automated notice to 
inform overpaid recipients when they have been overpaid, 
the cause of the overpayment, proposed agency action, and 
the recipient’s appeal rights. The Secretary should also 
direct the Commissioner to develop more useful and less 
subjective criteria for claims representatives to use in deter- 
mining whether an overpaid recipient was with or without 
fault in causing the overpayment. GAO also recommended 
that when these recommendations are fully implemented 
and there has been further improvement in the SSI overpay- 
ment collection process, the Secretary should seek legisla- 
tion to authorize offsetting overpayments against title II and 
other Federal benefit-paying programs. 

Agency Comments/Action 

HHS has developed improved instructions and provided 
training to field staff in overpayment resolutions. No action 
has been taken, or action has not been completed. on the 
remaining recommendations. 

Appropriations 

Supplemental Security Income Program - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should be concerned with the adequacy of 
the efforts undertaken by SSA to improve its collection of 
overpayments as well as to prevent overpayments. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMlNlSTRAilON 

Erroneous Supplemental Security Income Payments Result From Problems in Processing Changes in Recipients’ 
Ciwmstances 
(HRD-79-4, 2-16-79) 

Budget Function: Income Security: public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Act (42 U.S.C. 1381). Federal Records Act. 

Eligibility for federally administered Supplemental Security 
Income (SSI) benefits is based on a continuing need for 
financial assistance. Once eligibility for assistance is estab- 
lished, recipients must report changes in income, re- 
sources, or other circumstances that could affect the recipi- 
ent’s benefit payment amount or continued eligibility. If any 
of thii information is not promptly and correctly processed, 
payment errors will occur. These changes are referred to as 
posteligibiity changes. 
Findings/Conclusions: The Social Security Administration 
(SSA) estimates, based on its quality assurance data, that it 
erroneously overpaid about $1.7 billion and underpaid a- 
bout $454 million in SSI benefits from January 1976 
through September 1979. Most of the overpayments which 
occurred were attributed to problems that SSA has experi- 
enced in processing reported changes. Most of the local of- 
fices’ problems result from lost records and a lack of ade- 
quate processing procedures, controls, and time frames. 
Controls needed to ensure that changes are either posted to 
Supplemental Security Records or rejected and later cor- 
rected by the field offices have not been established. 
Recommendations: The Commissioner of SSA should im- 
prove the processing of changes to recipient payments by: 
establishing procedures, goals, and a system for control- 
ling, processing, and monitoring posteligibility changes; 
developing pending files for controlling posteligibility 
changes that are not monitored through the District Office 
Workload Report; establishing procedures to insure that 
posteligibility information received is processed before it is 
filed; insuring that offices retain and dispose of documents 
in compliance with the SSA record retention and disposal 
schedule; requesting the National Archives and Records 
Service to help develop an effective records management 
program; and assessing the records management program 
to determine compliance with the Federal Records Act. The 

Commissioner should also establish appropriate controls to 
minimize problems associated with processing posteligibili- 
ty changes and provide added assurance that prompt, ef- 
fective action is taken by: initiating controls in the computer 
system to assure field offices that all posteligibility changes 
transmitted by them are either posted to the record or re- 
jected; establishing controls over rejects so that the system 
can notify field offices when information in reject messages 
has not been corrected; evaluating the alert system to in- 
sure its effectiveness; reemphasizing to field offices the 
need to process rejects and alerts; and monitoring the field 
offices to insure that rejects and alerts are promptly and ef- 
fectively processed. 

Agency Comments/Action 

SSA is planning to complete actions on those recommen- 
dations not implemented, principally enhancements in the 
SSI computer process. However, these actions are being 
delayed as a result of a reevaluation of systems tasks and 
resources at SSA. 

Appropriations 

Supplemental Securiv Income Program - Department of 
Health, Education, and Welfare, Social Security Administra- 
tion 

Appropriations Committee Issues 

The Committees should be concerned with the adequacy of 
the action taken by SSA in implementing the GAO recom- 
mendations to significantly reduce overpayments caused by 
SSI recipients not reporting changes which affect their 
benefit payment amount or continued eligibility. 
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DEPARTMENTOFHEALTHANDl-W"lANSERVlCES 

SOCIAL SECURITY ADMINISTRATION 

Need for HEW To Recover Federal Funds in Uncashed AFDC Checks 
(HRD-79-68, 4-5-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Leg&We Authority: Social Se&r@ Act (42 U.S.C. 601). 

A review was completed of the requirements and practices 
for refunding or crediting the Federal Government’s portion 
of checks that were issued to Aid to Families with Depend- 
ent Children (AFDC) recipients but never cashed. Federal 
AFDC expenditures in fiscal year 1977 amounted to over $5 
billion. 

Commissioner of the Social Security Administration (SSA) 
to: establish uniform requirements for States to credit the 
Federal Government for its portion of uncashed AFDC 
checks; establish a mechanism for insuring that these 
credits are timely and accurate; and take action to identify 
and recover the total amount of Federal funds in uncashed 
AFDC checks that have not been refunded to the Federal 
Government. 

FlndingslConclusions: The return of Federal AFDC funds 
for checks that were never cashed was generally left to the 
States’ discretion. Although GAO did not determine why the 
checks were not cashed, information obtained on 11 of the 
50 States showed that these States allowed AFDC checks to 
be negotiated 30 days to 2 years after they were issued, at 
which time they were canceled. In addition, once States act- 
ed to void the checks, there was no mechanism to insure 
that the Federal Government received credit for its portion 
of these funds. The President’s 1980 budget proposes a 
change in the procedure for transferring Federal funds to 
the States for public assistance programs, including AFDC. 
Presently, States are authorized to draw Federal funds on or 
before the day they pay their bills. For the AFDC program, 
this is generally when the States issue checks to recipients. 
Between the time the checks are issued and cashed by the 
recipients, many States invest the Federal funds and earn 
interest. Under the proposal, States would be authorized to 
draw Federal funds only when a recipient actually cashes 
the check and it is presented to the State’s commercial 
bank for payment. When adopted and implemented, the 
procedure would also eliminate the problem of the Federal 
Government not receiving credit for its share of funds in un- 
cashed AFDC checks. 
Recommendations: The Secretary of the Department of 
Health, Education, and Welfare (HEW) should direct the 

Agency Comments/Action 

The Department of Health and Human Services has not 
published regulations establishing uniform requirements 
for States to credit the Federal Government for its portion of 
uncashed checks. 

Appropriations 

Aid to Families With Dependent Children Program - Depart- 
ment of Health and Human Services, Social Security Ad- 
ministration 

Appropriations Committee Issues 

The Committees should be concerned with the adequacy of 
SSA activities in establishing policy requiring States to remit 
to the Federal Government the Federal share of uncashed 
AFDC checks, and SSA efforts in identifying and recovering 
the total amount of Federal funds in uncashed AFDC 
checks that have not been refunded to the Federal Govern- 
ment. 

328 



DEPARTMENTOFHEALTHANDHOMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

Flaws in Controls Over the Supplemental Security Income Computerized System Cause Millions in Erroneous 
Payments 
(HRD-79-104, 8-9-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 

Internal control weaknesses over the Social Security Admin- 
istration’s (SSA) computer system have resulted in over $25 
million in erroneous benefit payments to Supplemental 
Security Income recipients. Administration of the Supple- 
mental Security Income program depends on a highly 
complex computerized system. 
Findings/Conclusions: Currently, over 4 million persons re- 
ceive Supplemental Security Income benefits that are au- 
tomatically computed based on the information housed in 
the computerized system’s automated records. Since recip- 
ient information can change monthly, it must be closely 
controlled to make sure that correct benefit payment 
amounts are made. The SSA designed an automated ex- 
ception control process to help assure that all Supplemen- 
tal Security Income claims and post eligibility events are ac- 
curately entered and correctly posted to the computerized 
system’s automated data base. However, the process does 
not ahvays work, and inaccurate beneficiary data can be en- 
tered and used to compute benefit payment amounts, In- 
structions are inconsistent concerning the appropriate ac- 
tions needed to correct inaccurate beneficiary data, thus 
causing confusion at field offices. Based on recipient 
records existing as of September 1978, it is estimated that 
about $20 million in erroneous payments have occurred in 
the Supplemental Security Income program because of 
inadequate controls in the automated data exchange with 
the Retirement, Survivors, and Disability Insurance compu- 
terized system. 
Recommendations: The Secretary of the Department of 
Health, Education, and Welfare should direct the Commis- 
sioner of SSA to improve controls over the Supplemental 
Security Income program’s computerized system by: (1) 
correcting deficient exception controls in the system; (2) 
improving the documentation of the system’s exception 
control process at the field office level; (3) restricting the 

system override capability to supervisory personnel with ap- 
propriate authority to make these override decisions; (4) re- 
moving the data exchange override capability and the de- 
fault on verification provision from the computerized sys- 
tem: (5) modifying the Retirement, Survivors, and Disability 
Insurance computer system to provide a complete payment 
record history; (6) modifying the Supplemental Security In- 
come system to properly post Retirement, Survivor, and 
Disability Insurance eligibility decisions to all appropriate 
data segments in the computerized master record; (7) re- 
moving system limitations that necessitate the manual cal- 
culation and control of forced payment cases; (8) establish- 
ing more controls over forced payment cases, assuring that 
all posteligibility events affecting these cases are processed 
in a timely manner; and (9) reviewing existing forced pay- 
ment cases to identify reasons for forced payment, verify 
accuracy of all payments made, and return cases not re- 
quired to forced payment status as soon as possible. 

Agency Comments/Action 

SSA stated that it has taken action to implement the GAO 
recommendations. 

Appropriations 

Supplemental security income - Department of Health and 
Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should assure themselves that the actions 
recommended in the GAO report have been taken by the 
Social Security Administration to stop the types of errone- 
ous payments that were identified. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

Social Security Should Obtain and Use State Data to Vet-@ Benefits for All Its Programs 
(HRD-80-4, 10-16-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 

The integrity of the four social security programs which pay 
monthly benefits to aged and disabled persons and/or their 
survivors and dependents depends on recipients voluntarily 
reporting changes in their income, resources, and other eli- 
gibility circumstances. During fiscal year 1978, $257.4 mil- 
lion in payment errors were made because Supplemental 
Security Income (SSI) recipients provided inaccurate or in- 
complete information or failed to report changes in their cir- 
cumstances. 
Findings/Conclusions: While many programs at the State 
and local levels can affect Social Security Administration 
(SSA) programs, no SSA group has the responsibility for 
systematically organizing, coordinating, and directing a uni- 
fied approach to obtain State data for use on all SSA pro- 
grams. Principal efforts by SSA to verify State data have 
been in the SSI program and have consisted of trying to 
develop an informational exchange between State payment 
files and the SSI State data exchange record given the 
States for their use. The SSI program is the only program 
measuring overpayments and underpayments for failures of 
reporting. Although SSA has successfully obtained and veri- 
fied benefit information from other Federal agencies to help 
minimize incorrect payments, little has been done to obtain 
information maintained by State and local governments 
which could be used to further reduce erroneous payments. 
Obstacles confronting SSA in obtaining State data include: 
no specific legislative requirements for States to provide the 
data, the large number of agencies within a State, and the 
degree of automation of State records. 
Recommendations: The Secretary of Health, Education and 
Welfare (HEW) should direct the Commissioner of SSA to 
develop and implement a comprehensive national effort to 

obtain and use State and local data, noting (where approp- 
riate) legislative and administrative impediments to obtain- 
ing such data. Significant impediments should be brought 
to the attention of Congress and/or HEW for resolution. In 
addition, SSA should be directed to immediately request 
California and New York assistance in obtaining unemploy- 
ment compensation benefits, and should use these records 
as well as current Pennsylvania and Kentucky workmen’s 
compensation data to verify the SSI and disability insurance 
records. 

Agency Comments/Action 
SSA efforts in obtaining and using State data have been 
temporarily delayed through FY 1982 because of other criti- 
cal systems priorities. 

Appropriations 

Aid to Families With Dependent Children - Department of 
Health and Human Services, Social Security Administration 
Supplemental Security Income Program - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should be concerned with the adequacy of 
the SSA request for funds to develop and integrate its au- 
tomated computer payment records with information main- 
tained by State and local governments. SSA should explain 
the full impact these data have on its program and the 
progress made and planned to implement the GAO recom- 
mendations. 
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DEPARTMENTOFHEALTHANDHUMfWSERVICES 

SOCIAL SECURITY ADMINISTRATION 

Changes Needed To Prevent Commuters and Transients From Receiving Supplemental Security Income 
(HRD-80-15, l-4-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Act. C.F.R. 416. 

A review was made of the adequacy of the Social Security 
Administration’s (SSA) policies, procedures, and practices 
for determining whether Supplemental Security Income 
(SSI) recipients remain outside the United States for 30 or 
more consecutive days and thus are ineligible for the bene- 
fits. 

and preclude SSI payments to such aliens until they are 
determined by INS to reside in the United States; and (3) re- 
vise claims manual guidance a%d make it more specific on 
types of evidence required by SSA border offices to verify 
residence, with emphasis being placed on the types of evi- 
dence that establish principal place of residence. 

Findings/Conclusions: No significant problems were found 
in the SSA operation for detecting recipients outside the 
United States for 30 or more consecutive days. However, 
the concept of “resident in the United States” has not been 
sufficiently defined. Some SSI recipients receive payments 
while residing principally outside the United States, particu- 
larly along the Mexican border. The Social Security Act does 
not preclude a recipient from residing principally outside 
the United States for up to 29 days each month and 
remaining eligible for SSI benefits. Recipients become ineli- 
gible only when they are outside the United States for 30 
consecutive days. There is a need to make the residency re- 
quirement more restrictive to preclude commuters, tran- 
sients, and sojourners from receiving benefits. 
Recommendations: The SSA should strengthen its policies 
and procedures to prevent individuals from receiving SSI 
while residing principally outside the United States. The 
Secretary of Health, Education, and Welfare should direct 
the SSA Commissioner to: (1) define and clarify the term 
“resident in the United States” to preclude SSI payments to 
commuters, trans.ients, or sojourners: (2) establish a policy 
to accept Immigration and Naturalization Service (INS) 
determinations that aliens in commuter status lie in Mexico 

Agency Comments/Action 

The Secretary of the Department of Health and Human 
Services agreed with the recommendations and advised 
GAO in April 1980 that: (1) regulations will be issued defin- 
ing the term “residence of the United States” to make sure 
that SSI benefits are payable only to persons who live in the 
country; (2) field office operating instructions will be 
changed to recognize INS determinations of residency in 
the United States and to strengthen the types of evidence 
needed for determining place of residence. No action has 
been taken. 

Appropriations 

Supplemental Security income Program - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should monitor the progress made by 
SSA to fully implement the GAO recommendations. 

331 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Unsupported Yearend Obligations Overstate the Progress of Assisted Housing 
(PSA D-80-41, 4-30-80) 

Budget Function: General Government: Central Fiscal Operations (0803) 
Legislative Authority: Congressional Budget Act of 1974. 31 USC. 200. 

GAO believes that a substantial portion of the yearend obli- 
gations reported by the Department of Housing and Urban 
Development (HUD) since fiscal year 1976 for the “‘Annual 
Contribution for Assisted Housing” appropriation account 
have been invalid because they did not meet the statutory 
test of legal sufficiency. In a subsequent year, HUD deobli- 
gated many of the invalid obligations of prior years and 
reobligated the amounts involved. GAO was unable to 
determine how much was deobligated from each year prior 
to fiscal year 1979, but agency officials indicated that they 
expected several billion dollars in deobligations in the 
current fiscal year. 
Findings/Conclusions: GAO found that HUD had a $16.5 
billion surge in obligation in the last month of fiscal year 
1978 in the assisted housing account. HUD recorded obli- 
gations when in reality there was no legal obligation on the 
part of the Government. Subsequently, a portion of the re- 
ported obligations were deobligated and reobligated provid- 
ing HUD with significant amounts of obligational authority 
in excess of that indicated by its financial reports. Obliga- 
tions for the account were based on notification and reser- 
vation letters which advised housing project sponsors that 
their projects were tentatively selected for funding. GAO be- 
lieves that the letters are not legally sufficient to constitute 
obligations and that HUD could have misled Congress on 
its needs for additional budget authority by understating the 
balance available for obligation. The practice gives the im- 
pression that HUD has carried out its mission by actually 
contracting for assisted housing to a greater extent than it 
has. HUD maintains that the extent of the deobligations in 
relation to obligations is not nearly as high as is implied by 
the data and that less than 10 percent of the obligations fail 
to result in contracts with the intended parties. It advises 
that the method is used because it believes that it could be 
liable to a recipient of a reservation letter if the recipient in- 
curred costs in relation to the project and HUD later with- 
drew the reservation. GAO believes that, because the docu- 
ment clearly states that it is not a legal obligation, the HUD 
procedure serves only to inflate the amount of reported ob- 
ligations. 
Recommendations: The Secretary of HUD should conduct 
a complete review of this account from fiscal year 1976 to 

determine valid obligations based on contracts. The HUD 
Inspector General’s office should validate the results of the 
review. The Secretary should direct that HUD record obliga- 
tions on the basis of executed contracts and that a cumula- 
tive, including fiscal years 1976, 1977, and 1978, corrected 
Yearend Closing Statement be prepared for fiscal year 1979 
and certified to by the responsible HUD officer as required 
by law. 

Agency Comments/Action 

HUD agreed to implement the GAO recommendations and 
to make the necessary changes to provide full disclosure to 
Congress on the status of obligations. However, HUD has 
not set a specific target date for completing the task and, 
historically, it has taken a long time to complete tasks of this 
nature. 

Appropriations 

Assisted housing - Department of Housing and Urban De- 
velopment 

Appropriations Committee Issues 

Based on fiscal year 1979, HUD deobligations of about $7 
billion were not reported to Treasury, OMB, or Congress. 
The method now used by HUD (recording obligations 
based on reservation and notification letters) allows many 
billions to be warehoused as obligations, when in fact they 
are not valid obligations as required by law. Rather, they are 
commitments which may or may not mature into obliga- 
tions with the original recipient. From an accounting per- 
spective, to meet the test of usefulness as well as full disclo- 
sure, commitments such as reservation and notification 
letters should be shown separately as commitments in bud- 
getary and financial reports, and not commingled with obli- 
gations, in order to be properly understood not only by 
management and Congress, but the public as well. The 
Committees may wish to ask the Secretary of Housing and 
Urban Development to provide a deadline for implementing 
the GAO recommendations, and submit status reports ex- 
plaining the reasons for any lengthy delays. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

Better Management information Can Be Obtained From the Quality Control System Used in the Aid to Families 
With Dependent Children Program 
(HRD-80-80, 7-18-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Act (42 U.S.C. 601). Social Security Amendments of 1977 (P.L. 95-216). Food Stamp 
Act of 1977. P.L. 96-38. 

Over $900 million paid to poor families under the Aid to 
Families with Dependent Children program was paid in er- 
ror during 1978. This estimate includes overpayments to 
eligible families and payments to ineligible families and is 
based on data reported by the quality control system. The 
quality control system was established to improve the 
program’s administration by identifying errors and develop- 
ing corrective actions to eliminate them. The system is also 
the basis for fiscal sanctions against States for erroneous 
payments in excess of error tolerance levels. There is a con- 
gressional conference directive for sanctions based on 
quality control error rates. Fiscal sanctions create an adver- 
sary relationship between the Federal Government and the 
States at a time when a cooperative effort is needed to 
reduce errors. Using the quality control system as the basis 
for sanctions iimits the system’s value as a means for im- 
proving payment processes. Because a high error rate will 
result in sanctions, there is an incentive to identify fewer er- 
rors. To be most effective, the quality control system should 
identify as many errors as possible giving management 
more information to develop corrective action plans. 
Among the weaknesses noted in the program were: both 
State and Federal quality control reviews differ from State to 
State and Federal region to region reviews; some case re- 
views include extensive verification of eligibility and grant 
amount factors, while others rely heavily on statements by 
recipients; the agency has recognized the differences be- 
tween quality control reviews but has not determined how 
thii affects the identification of incorrect payments; agency 
regional offices do not follow consistent procedures, and 
the agency has no assessment system for its regional of- 
fices’ quality control functions; the quality control program 
does not provide for reporting incorrect payments of less 
than $5 or those caused by changes in circumstances that 
occur during the payment review month or the month be- 
fore; the system provides for reporting only one error cause 
per case even if there are several; and quality control data 
were not being adequately analyzed at either the State or 
Federal level. 
Findings/Conclusions: Efforts to sanction high error in 
States based on quality control error rates should be dis- 
continued. Instead of sanctioning States, the Federal Ciov- 
emment should provide more assistance in error reduction 
efforts. The Appropriations Committees should play a role 
in discontinuing this effort Although the Aid to Families 
with Dependent Children quality control system has led to 
improvements in the program, the system itself needs im- 

provement. The agency needs to make sure that all States 
make adequate efforts to determine the correctness of pro- 
gram payments and that its regions make their reviews of 
State quality control cases uniformly. The agency’s planned 
changes in its quality control procedures manual, if properly 
implemented, should help correct these problems so that 
reviews can be made on a comparable basis. The agency’s 
current monitoring of State and Federal quality control per- 
formance also needs improvement. If the quality control , 
system reported and compiled incorrect payments of less 
than $5, those occurring because of changes during the ad- 
ministrative period, and secondary errors, the managers 
would have additional useful information for developing 
corrective actions to reduce incorrect payments. There is 
insufficient analysis to identify the specific causes of errors. 
States need time to make the necessary analyses, and the 
agency needs to place more emphasis on data analysis. 
Recommendations: The Secretary should: assess regional 
quality control procedures to insure adequacy and con- 
sistency and establish guidelines for reviews of State quality 
control cases by the Health and Human Services regional 
offices, including criteria for making home visits to recipi- 
ents and third-party verifications; increase regional monitor- 
ing and periodic assessments of State quality control opera- 
tions as well as Health and Human Services monitoring of 
its regional quality control operations: change the Federal 
regulations to require reporting of incorrect payments of 
less than $5 and those occurring because of changes dur- 
ing the administrative period; require the States to report all 
causes of incorrect payments detected during the quality 
control review process; encourage the States to perform 
more detailed analyses of quality control data to identify the 
causes of errors and provide management with better infor- 
mation for deve!oping corrective actions; and require the 
Commissioner of the Social Security Administration to per- 
form more analyses and special studies of quality control 
data to identify appropriate corrective actions for assisting 
States in *heir error reduction efforts. The House and Sen- 
ate Appropriations Committees should retract a congressio- 
nal conference directive for Federal fiscal sanctions against 
the States based on the Aid to Families With Dependent 
Children quality control error rates. 

Agency Comments/Action 

No action has been taken on the recommendations. 
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Appropriations 

Aid to Families With Dependent Children Program - Depart- 
ment of Health and Human Services, Social Security Ad- 
ministration 

Appropriations Committee Issues 

The House and Senate Appropriations Committees should 
retract a congressional conference directive for Federal fis- 
cal sanctions against the States based on the Aid to Fami- 
lies With Dependent Children Program quality control error 
rates. There is an incentive to identify fewer errors because 
of fiscal sanctions. Fiscal sanctions limit the quality control 
system’s value in bringing about improvement in payment 
processes. The Committees should also be concerned with 
the adequacy of the Department of Health and Human 
Service’s efforts to implement recommendations made to 
them. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

HHS Ability TO Effectively implement Incentive Funding for State Information Systems in the Aid to Families 
With Dependent Children Program 
{HRD-81-119, 6-29-81) 

Budget Function: income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: P.L. 96-265. OMB Circular A-90. FIPS Pub. 41. FIPS Pub. 71. FIPS Pub. 73. 

New legislation authorized the Federal Government to be- 
gin paying 90 percent of the costs incurred by States for the 
planning, design, development, or installation of Statewide 
mechanized claims processing and information retrieval 
systems for administering the Aid to Families with Depend- 
ent Children (AFDC) program. Currently, the Federal Ciov- 
ernment pays 50 percent of both development and operat- 
ing costs related to these systems. The legislation contains 
several specific conditions for obtaining increased Federal 
funds. To meet these requirements, the Department of 
Health and Human Services (HSS) has developed a general 
systems design, the Family Assistance Management Infor- 
mation System (FAMIS), which provides a standard ap- 
proach for State AFDC systems development activities. 
FAMIS is to serve as a system standard that States must 
meet to be eligible for the increased Federal matching 
funds. Because FAMIS has not been pilot tested to demon- 
strate its feasibility, GAO has expressed concern that the 
FAMIS requirements: (1) have not been shown to be cost 
beneficial for all State systems, (2) do not contain sufficient- 
ly specific performance standards for evaluating the quality 
of State developed systems, (3) do not adequately address 
the internal controls needed to ensure that State systems 
function as mandated by legislation, and (4) do not facilitate 
compatibility of State AFDC systems with systems used to 
administer other welfare programs. Therefore, GAO re- 
viewed HHS policies and procedures for approving the ad- 
ministration of Federal incentive funding of State AFDC 
systems and discussed their implementation with HHS of& 
cials. 
Findings/Conclusions: The cost benefit analysis conducted 
to demonstrate that savings would result from implementa- 
tion of FAMIS on a State-by-State basis was based on un- 
supported assumptions and very general data which do not 
consider the diversity among States in quality of program 
administration, size, and complexity. GAO does not believe 
that there is adequate cost-benefit analysis justification for 
FAME. The performance standards currently included in 
the FAME general systems design are inadequate for as- 
sisting the States in meeting the basic requirements of the 
law to design efficient and effective systems to administer 
the AFDC program. in addition, the performance standards 
are inadequate for evaluating whether State systems are 
performing efficiently and effectively. The general systems 
design fails to address or inadequately addresses the inter- 
nal controls that States should design into their systems in 
order to produce timely and reliable information. Although 
the legislation also requires that State AFDC systems must 
be compatible with systems used to administer Social Serv- 
ice programs and Medicaid, GAO believes that FAMIS does 

not facilitate the development of integrated systems and, 
thus, does not provide guidance to States on how FAMIS 
can be incorporated into integrated systems in existence or 
under development. 
Recommendations: The Secretary of HHS should direct that 
requirements are developed to ensure that States which 
have county administered programs minimize the impact of 
county differences on FAMIS development. These require- 
ments should include provisions for predeveloped assess- 
ments of county differences and for formal agreements be- 
tween the State and counties on the implementation of a 
statewide FAMIS-type system. The Secretary of HHS 
should direct HHS to develop requirements to prevent ex- 
pensive county-by-county implementation of State systems. 
The Secretary of HHS should defer implementing P.L. 
96-265 nationwide until the FAMIS general systems design 
is fully tested in several States which have differences in 
program complexity, caseload size, and program adminis- 
tration. The Secretary of HHS should direct that HHS 
develop cost-benefit data on the FAMIS system that applies 
to States with different caseloads and error rates. The 
Secretary of HHS should direct that HHS expand the FAMIS 
general systems design to include adequate internal con- 
trols which would assist the States in meeting the require- 
ments of the law. The Secretary of HHS should direct that 
HHS develop performance standards for assisting States’ 
system development activities and for evaluating State sys- 
tems developed in accordance with the FAMIS general sys- 
tems design. The Secretary of HHS should direct that HHS 
identify ways to enhance the FAMIS general systems design 
so that it can be used as an integrated system for process- 
ing AFDC, Medicaid, Food Stamps, and Social Services 
program activities. 

Agency Comments/Action 

As of October 26,1981, HHS had not responded to the re- 
port. However, indications are that SSA does not intend to 
implement the GAO recommendations. 

Appropriations 

Aid to Families With Dependent Children - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

The Committees should consider questioning SSA about 
its ability to properly implement P.L. 96-265 because of the 
program weaknesses discussed in this report. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

States’ Efforts To Detect Duplicate Public Assistance Payments 
(HRD-81-133, 9-17-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
kegislstive Authority: Social Security Act. 

At the request of a Senate committee, GAO obtained infor- 
mation concerning the efforts of the States to make com- 
parisons of their public assistance rolls for the detection of 
duplicate payments. GAO also analyzed the Aid to Families 
with Dependent Children (AFDC) program in four States to 
determine the extent to which duplicate enrollments and 
payments occurred, undetected, in these States. 
Plndings/Conclusfons: GAO sent questionnaires to the 50 
States, the District of Columbia, Guam, Puerto Rico, and the 
Virgin Islands and received responses from all of them. The 
replies indicated that about half of the States had made ef- 
forts to compare their public assistance rolls on an intra- 
state basis for identification of duplicate payments. Because 
the frequency, thoroughness, and amount of available infor- 
mation on the results of these efforts varied significantly 
from State to State, GAO was unable to draw an overall 
conclusion on the success of these efforts in identifying du- 
plicate payments. The GAO analysis of all 1979 AFDC 
cases in the four States selected indicated that duplicate en- 
rollments existed which may have resulted in undetected 
duplicate payments. Because of the number of cases identi- 
fied, GAO did not determine how many actually involved 
duplicate payments, but provided the Health and Human 
Services (HHS) Inspector General with lists of these cases 
for detailed investigation and resolution. Further, the ability 
to identify the amount of AFDC duplication was hampered 
by invalid and missing information in the four States’ AFDC 
computerized beneficiary records. Most of the data element 
errors that were found dealt with invalid social security 
numbers which could disguise duplicate enrollments and 
hinder their identification. Conversely, AFDC cases having 
identical beneficiary social security numbers could give the 
appearance of duplication when in fact two different people 
may be involved. 

Recommendations: The Secretary of HHS should direct the 
Commissioner of Social Security to give the States a list of 
the valid ranges of social security numbers for the States’ 
use in checking numbers provided by AFDC beneficiaries. 
The Secretary of HHS should direct the Commissioner of 
Social Security to determine why Illinois has so many in- 
correct social security numbers in its AFDC computerized 

system. The Secretary of HHS should direct the Commis- 
sioner of Social Security to require Illinois to modify its sys- 
tem to prevent the inclusion of beneficiary records with er- 
roneous social security numbers and missing last names. 
The Secretary of HHS should direct the Commissioner of 
Social Security to instruct Illinois to correct the erroneous 
data currently on file. The Secretary of HHS should direct 
the Commissioner of Social Security to require Tennessee 
to update AFDC beneficiary data when dependent children 
are born to eliminate the designation of ‘unborn” in 
children’s records. The Secretary of HHS should direct the 
Inspector General to follow up on State efforts to resolve the 
potential duplicate AFDC cases that GAO referred to the In- 
spector General and report on the disposition of these 
cases. 

Agency Comments/Action 

HHS stated that substantive improvements had been made 
or were planned in internal controls over State AFDC sys- 
tems since GAO began this review which are not reflected 
in the 1979 case records GAO examined. States can now 
obtain bimonthly verifications of social security numbers 
from the Social Security Administration and have been pro- 
vided a list of ranges of all social securtiy numbers that 
have been issued. HHS agreed to work with Illinois and 
Tennessee to correct the erroneous data curently on file 
and HHS will monitor State efforts to resolve the potential 
duplicate cases referred to the Inspector General. 

Appropriations 

Aid to Families with Dependent Children - Department of 
Health and Human Services, Social Security Administration 

Appropriations Committee Issues 

Computer matching of AFDC beneficiary names, social 
security numbers, addresses, dates of birth, and sex can 
identify duplicate and erroneous payments. The Commit- 
tees should assure that States periodically use this or an e- 
quivalent technique so that funding to the States is prudent- 
ly spent. 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
The Work Measurement System of the Department of Housing and Urban Development Has Potential but Needs 
Further Work To Zncrease Its Reliability 
(FPCD-77-53, 6-15-77) 

Budget Function: General Government: Central Personnel Management (0805) 

GAO reviewed the Department of Housing and Urban De- 
velopment’s (HUD) work measurement system. 
Findings/Conclusions The original claims by HUD of exten- 
sive standards were not justified, as revised statements 
showed that standards were used to develop estimates for 
only about 42 percent of staffrequirements. The reliability 
of standards varied because of weaknesses such as: (1) lack 
of studies on methods for achieving work efficiency, (2) 
variation in data produced by the questionnaire/interview 
procedures, (3) insufficient definition of tasks, (4) use of 
subjective judgments, (5) lack of documentation, and (6) 
lack of procedures to review and update standards. 
Discrepancies were noted in workload forecasts with some 
appearing excessive and some being understated when 
compared with prior years’ accomplishments. The budget- 
ing process seemed to inhibit reliable staffing estimates and 
to allow the use of contract personnel. 
Recommendations: HUD should improve practices for 
developing work measurement standards by (1) performing 
methods studies on task efficiency, (2) improving data col- 
lection and analysis, (3) defining tasks in greater detail, (4) 
assuring independence of individuals setting standards, (5) 
improving documentation, (6) formalizing a process for re- 
viewing and updating standards, and (7) reevaluating staff 

resources to develop and maintain the system. The Sub- 
committee on HUD-Independent Agencies should en- 
courage HUD to develop a more objective and reliable work 
measurement system, and require that the budget submis- 
sion include a comprehensive plan and statement on the 
progress made in the system’s development. 

Agency Comments/Action 

HUD has implemented some of the GAO recommenda- 
tions and plans to initiate others to improve the reliability of 
its work measurement system. 

Appropriations 

Salaries and expenses - Office of Personnel Management 
Operation and maintenance - Department of Housing and 
Urban Development 

Appropriations Committee Issues 

In future authorization and appropriation requests, the 
Committees should assess the HUD progress toward im- 
proving the coverage and reliability of its work measure- 
ment system. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Delays in Implementing the Department of Housing and Urban Development’s Accounting System for its Mort- 
gage Insurance Program 
(FGMSD80-37, 3-9-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Government Corporation Control Act. 

GAO reviewed the Department of Housing and Urban De- 
velopment’s Mortgage Insurance Accounting System 
(HUDMlAS), which is currently under development to sup- 
port the Department’s multibillion dollar mortgage in- 
surance program. The new accounting system is essential 
to improve the mortgage insurance activities of the Depart- 
ment of Housing and Urban Development (HUD). The pri- 
mary users of the new system’s data will be the Assistant 
Secretary for Administration and the Assistant Secretary for 
Housing. The data will be used to fulfill accounting require- 
ments, to provide more effective techniques and pro- 
cedures to accomplish fiscal servicing, and to perform 
mortgage insurance functions promptly. The system’s de- 
velopment has cost the Government in excess of $23 mil- 
lion over the $4.6 million originally estimated and more 
than 4 years delay in implementation. 
Findings/Conclusions: The system’s development has been 
plagued with problems that could have been minimized 
through more effective management controls, such as 
more frequent formal evaluations of and reports on the 
system’s development progress and costs. Although greater 
emphasis is being placed on needed improvements in the 
system’s development, action should be taken to enhance 
the chances of implementation of HUDMIAS within the 
current milestones, as implementation within the current 
schedule may still provide opportunities for an increased 
benefit/cost ratio. 
Recommendations: The Secretary of HUD should: (1) re- 
quire adequate studies of future design tasks to fully estab- 
lish their magnitude and complexity, and specify that any 
future contracts for such tasks contain a detailed descrip- 

tion of the task to be performed; (2) instruct the project 
managers to consider all feasible alternatives when making 
any future design changes and document the basis for al- 
ternatives selected; (3) have the system’s design elements 
integrated and tested sequentially, as appropriate, to ensure 
that unforeseen problems are identified and corrected as 
quickly as possible; and (4) formaliie a system for accumu- 
lating the system’s development costs required for man- 
agement purposes and ensure that the system contains ap- 
propriate controls to provide for accurate accumulation of 
all relevant costs. 

Agency Comments/Action 

HUD agreed with the GAO recommendations. Appearing 
before the House Appropriations Committee in April 1980, 
HUD officials stated that most of the recommendations had 
been implemented or were being considered for implemen- 
tation after the system becomes operational. 

Appropriations 

Salaries and expenses - Department of Housing and Urban 
Development 

Appropriations Committee Issues 

The Committees should require HUD to submit status re- 
ports on the system’s development costs and progress. Sig- 
nificant variances from the established cost and time mile- 
stones should be explained. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Housing and Urban Development’s Efforts To Improve its Accounting System for Mortgage Insurance Premiums 
(FGMSD-80-27, 3-19-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 

GAO reviewed the action taken by the Department of Hous- 
ing and Urban Development (HUD) to improve its system 
for billing and collecting mortgage insurance premiums. 
The review concentrated on the effectiveness’ of actions tak- 
en to reduce the amount of delinquent premiums. 
Findings/Conclusions: HUD has not been sufficiently ag- 
gressive in collecting the millions of dollars in premiums 
that mortgage institutions owe. Controls over the delinquent 
premiums were expected to be drastically improved once a 
new automated system was implemented in September 
1979. However, design changes have caused delays and 
the system is not scheduled for implementation until 1982. 
Because of this, HUD has started making long-needed im- 
provements to its existing accounting system. Procedures 
currently used are inconsistent with those followed in the 
private sector and could keep some mortgagees from 
knowing about delinquencies for years. HUD also had diffi- 
culty collecting the application fees that homeowners actu- 
ally paid in advance from the mortgagees. This problem 
could be mitigated by requiring the mortgagee to pay the 
fees when the application is accepted rather than waiting 
until related documents are processed through the system. 
Recommendations: In order to correct the deficiencies not- 
ed, the Secretary of HUD should: perform a mortgage 
reconciliation with each mortgagee, revise the billing sys- 
tem to include all delinquent as well as current premiums 
due on the anniversary date, send an acknowledgement to 
the mortgage holder which lists all delinquent premiums 

owed on the mortgage each time a mortgagee or servicing 
agent is changed in the master file, refrain from canceling 
current or delinquent premiums until receiving notification 
that all valid receivables that were due the Government 
when the insurance was canceled were in fact collected, 
and aggressively pursue the collection rather than the liqui- 
dation of valid delinquent premiums. 

Agency Comments/Action 

HUD generally agreed with the recommendations and 
planned action on some of them. HUD indicated that it 
would be too expensive to implement the recommenda- 
tions pertaining to (1) sending delinquent premium ac- 
knowledgments to new mortgage holders, and (2) ceasing 
premium cancellation. 

Appropriations 

Salaries and expenses - Department of Housing and Urban 
Development 

Appropriations Committee Issues 

Similar recommendations were made in 1977 by GAO. IF 
the recommendations are not implemented within a rea- 
sonable time, the Committees should require HUD to sub- 
mit a report showing why implementation would not be 
cost-effective. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Unsupported Yearend Obligations Overstate the Progress of Assisted Housing 
(PSA D-80-41, 4-30-80) 

Budget Function: General Government: Central Fiscal Operations (0803) 
Legislative Authority: Congressional Budget Act of 1974. 31 USC. 200. 

GAO believes that a substantial portion of the yearend obli- 
gations reported by the Department of Housing and Urban 
Development (HUD) since fiscal year 1976 for the “‘Annual 
Contribution for Assisted Housing” appropriation account 
have been invalid because they did not meet the statutory 
test of legal sufficiency. In a subsequent year, HUD deobli- 
gated many of the invalid obligations of prior years and 
reobligated the amounts involved. GAO was unable to 
determine how much was deobligated from each year prior 
to fiscal year 1979, but agency officials indicated that they 
expected several billion dollars in deobligations in the 
current fiscal year. 
Findings/Conclusions: GAO found that HUD had a $16.5 
billion surge in obligation in the last month of fiscal year 
1978 in the assisted housing account. HUD recorded obli- 
gations when in reality there was no legal obligation on the 
part of the Government. Subsequently, a portion of the re- 
ported obligations were deobligated and reobligated provid- 
ing HUD with significant amounts of obligational authority 
in excess of that indicated by its financial reports. Obliga- 
tions for the account were based on notification and reser- 
vation letters which advised housing project sponsors that 
their projects were tentatively selected for funding. GAO be- 
lieves that the letters are not legally sufficient to constitute 
obligations and that HUD could have misled Congress on 
its needs for additional budget authority by understating the 
balance available for obligation. The practice gives the im- 
pression that HUD has carried out its mission by actually 
contracting for assisted housing to a greater extent than it 
has. HUD maintains that the extent of the deobligations in 
relation to obligations is not nearly as high as is implied by 
the data and that less than 10 percent of the obligations fail 
to result in contracts with the intended parties. It advises 
that the method is used because it believes that it could be 
liable to a recipient of a reservation letter if the recipient in- 
curred costs in relation to the project and HUD later with- 
drew the reservation. GAO believes that, because the docu- 
ment clearly states that it is not a legal obligation, the HUD 
procedure serves only to inflate the amount of reported ob- 
ligations. 
Recommendations: The Secretary of HUD should conduct 
a complete review of this account from fiscal year 1976 to 

determine valid obligations based on contracts. The HUD 
Inspector General’s office should validate the results of the 
review. The Secretary should direct that HUD record obliga- 
tions on the basis of executed contracts and that a cumula- 
tive, including fiscal years 1976, 1977, and 1978, corrected 
Yearend Closing Statement be prepared for fiscal year 1979 
and certified to by the responsible HUD officer as required 
by law. 

Agency Comments/Action 

HUD agreed to implement the GAO recommendations and 
to make the necessary changes to provide full disclosure to 
Congress on the status of obligations. However, HUD has 
not set a specific target date for completing the task and, 
historically, it has taken a long time to complete tasks of this 
nature. 

Appropriations 

Assisted housing - Department of Housing and Urban De- 
velopment 

Appropriations Committee Issues 

Based on fiscal year 1979, HUD deobligations of about $7 
billion were not reported to Treasury, OMB, or Congress. 
The method now used by HUD (recording obligations 
based on reservation and notification letters) allows many 
billions to be warehoused as obligations, when in fact they 
are not valid obligations as required by law. Rather, they are 
commitments which may or may not mature into obliga- 
tions with the original recipient. From an accounting per- 
spective, to meet the test of usefulness as well as full disclo- 
sure, commitments such as reservation and notification 
letters should be shown separately as commitments in bud- 
getary and financial reports, and not commingled with obli- 
gations, in order to be properly understood not only by 
management and Congress, but the public as well. The 
Committees may wish to ask the Secretary of Housing and 
Urban Development to provide a deadline for implementing 
the GAO recommendations, and submit status reports ex- 
plaining the reasons for any lengthy delays. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
HUD Should Make Immediate Changes in Accounting for Secretary-Heid Multifamily Mortgages 
(FGMSD-80-43, 5-16-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 

The Department of Housing and Urban Development 
(HUD) holds over 2,000 multifamily mortgages valued at a- 
bout $3.7 billion. These Secretary-held mortgages were ei- 
ther returned from commercial lenders after mortgagors 
defaulted on their insured mortgages or resulted from HUD 
selling property it had previously acquired. 
Findings/Conclusions: As of September 30, 1979, HUD re- 
ported that $500 million in payments on multifamily mort- 
gages was delinquent. Numerous problems have contribut- 
ed to the high amount of delinquency. These included 
several accounting system weaknesses that prevented ade- 
quate information from being available to properly service 
individual mortgages and to promptly and accurately pay 
property taxes. Also, incentives were lacking to encourage 
mortgagors to make payments under revised payment 
plans (workout agreements) to prevent foreclosure. 
Fiecommendations: The Secretary of HUD should direct 
that the accounting and servicing functions of HUD be 
changed so that: (1) servicing personnel receive informa- 
tion on mortgagors’ payment status under the terms of 
workout agreements; (2) an interim billing system is estab- 
lished for newly assigned mortgages; (3) late charges are 
assessed on payments overdue under the mortgages or the 

workout agreements, (4) inventories of the responsible 
headquarters’ offIces and the field offices are reconciled 
periodically; (5) the responsibility to obtain tax bills on mul- 
tifamily projects is transferred to the field offices; (6) records 
of the taxing authorities and HUD are reconciled periodical- 
ly; (7) workout agreements that provide for a specific pay- 
ment amount are established within 90 days after receiving 
a defaulted mortgage; (8) field offices are required to obtain 
adequate financial statements when they are not submitted 
promptly or fail to meet HUD regulations; (9) servicing per- 
sonnel are further trained in financial statement analysis; 
and (10) aggressive action is taken to obtain repayment of 
project funds that have been diverted. 

Appropriations 

Federal Housing Administration Fund - Federal Housing 
Admiiistration 

Appropriations Committee Issues 

The Senate Committee has been and should continue to 
monitor HUD progress in implementing the GAO recom- 
mendations. 

341 



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

Evaluation of Alternatives for Financing Low and Moderate Income Rental Housing 
(PAD80-13, 9-30-80) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legislative Authority: Housing Act (42 USC. 1437). 42 USC. 1437f. 42 U.S.C. 34373. 42 U.S.C. 1437i(b). 

Over the past 10 years, financing of Government-subsidized 
housing has changed from the more traditional and well- 
understood financing methods to more unusual combina- 
tions of the basic building blocks of the older programs. 
The new mechanisms, created to overcome the problems 
of older programs, have resulted in higher costs and some 
new problems. New and old alternatives for financing subsi- 
dized multifamily housing were compared in terms of: total 
costs over the lives of projects; operating lives of subsidized 
units; risk of financial failure; adequacy of incentives to 
lenders, builders, and investors; and tenant groups served. 
The alternatives studied included the conventional public 
housing program; private lending insured by the Federal 
Housing Administration (FHA); State housing agency fi- 
nancing using tax-exempt bonds and private ownership; fi- 
nancing by public bodies who issue tax-exempt bonds 
under section 11 of the National Housing Act; and certain 
subalternatives and combinations of these methods. Except 
for public housing, each financing alternative uses rental as- 
sistance payments from the Department of Housing and 
Urban Development (HUD) under section 8 of the National 
Housing Act A more detailed comparison was made of the 
two important section 8 alternatives, lending insured by 
FHA and State agency tax-exempt financing. 
Findings/Conclusions: The long-term costs of providing 
housing through public housing and FHA insurance alter- 
natives are much lower than the State housing and section 
11 options. The section 8 program is expected to have 
fewer failures than past FHA subsidized programs because 
it uses fewer nonprofit sponsors, subsidizes less rehabilita- 
tion, and produces fewer projects for families. Construction 
and early operation are the most risky periods in a project’s 
life; good monitoring by the lender should reduce risk. Gen- 
erally, State agencies serving as lenders are better manag- 
ers of risk than private lenders. While the financing alterna- 
tives studied provided the necessary enticements to en- 
courage housing production, shortcomings still exist. Sec- 
tion 8 was designed to serve a wide range of eligibles, but 
the housing produced under it has primarily been serving 
elderly and small nonelderly families; little section 8 housing 
being built will accommodate families with children or large 
households. Only a small share of housing assistance is go- 
ing to eligible nonelderly households above the poverty line 
who have difficulty finding good housing at affordable rents. 
FHA insured financing is much less costly than State agen- 
cy financing, even when the cost of more expected failures 
is considered. 
Recommendations: HUD should provide budget estimates 
to Congress which show all major costs over an expected 
subsidy life discounted to reflect current year dollars. It 
should also develop a strategy to overcome some of the 
problems of producing family housing. This might be done 
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by eliminating some of the incentives favoring elderly hous- 
ing such as the higher fair market rents granted elderly 
housing. In addition, HUD should take steps to target some 
housing at the working poor. To decrease the cost of subsi- 
dizing tenants who live in projects financed by State hous- 
ing finance agencies, HUD should require State agencies to 
produce full rent comparability tests which should be sub- 
ject to HUD review and approval. Since State agency risk 
avoidance is probably encouraged by the agency role as a 
lender without insurance, HUD should avoid granting mort- 
gage insurance to projects financed by State agencies. 
Congress should take the following steps to improve over- 
sight and insure greater equity for families and the working 
poor: require HUD to report periodically to the housing 
oversight committees during the next 2 years on how well 
the needs of families and nonpoverty lower income house- 
holds are being met by the various housing programs; and 
enact legislation requiring that some percentage of housing 
assistance funds go to nonelderly households and particu- 
larly larger eligible households above the poverty threshold. 

Agency Comments/Action 

HUD made extensive comments on this report, disagreeing 
with many of the GAO recommendations but promising to 
make changes, some of which have already been made. 
One major point which HUD stressed in its comments to 
GAO was that section 8 was an excellent method for provid- 
ing low and moderate income housing, but that a variety of 
finance mechanisms were desirable. GAO agreed with this 
conclusion and did not recommend doing away with sec- 
tion 8. However, greater emphasis on public housing and 
the section 8 FHA Tandem alternative could result in sub- 
stantial savings while other section 8 program changes, 
which are being made, can improve program effectiveness. 

Appropriations 

Subsidized rental housing for low- and moderate-income 
households - Department of Housing and Urban Develop- 
ment, Federal Housing Administration 

Appropriations Committee Issues 

Conventional public housing is the least expensive way to fi- 
nance subsidized housing because (1) it is publicly held 
housing and therefore does not incur the hidden cost of tax 
revenue foregone due to depreciation deductions, and (2) 
the debt service is lower due to the lower interest rate on 
tax-exempt bonds resulting from the Federal bond guaran- 
tee. The two most costly financing methods are state hous- 
ing finance agencies’ use of tax-exempt bonds and section 



11 (b) financing. Both of these alternatives incur high Feder- 
al tax revenue losses and costiy depreciation allowances. 
HUD should increase the proportion of assisted units pro- 
duced under the public housing mechanism which is the 
least costly alternative. This type of shift could only be 
achieved if Congress adjusted present funding levels. HUD 
should also adjust section 8 fair market rents or approved 
contract rents to reflect the high. debt service needed for 
use of ratable bonds. The Secretary of HUD should en- 
courage the use of mortgage-backed securities to finance 
section 8 housing because the greater security and attrac- 
tiveness to investors of purchasing securities, as opposed to 
holding project mortgages, should allow a lower net cost of 
borrowing, and subsequently, a lower total subsidy. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
HUD Not Fulfilling Responsibility To Eliminate Lead-Based Paint Hazard in Federal Housing 
(CED-81-31, 12-16-80) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legislative Authority: Lead-Based Paint Poisoning Prevention Act. Tort Claims Act. 

GAO was asked to review the Department of Housing and 
Urban Development’s (HUD) administration of its research 
and program responsibilities under the Lead-Based Paint 
Poisoning Prevention Act. This Act and subsequent amend- 
ments authorized HUD to conduct research on the nature 
and extent of childhood lead paint poisoning and to develop 
cost effective techniques for eliminating lead paint from 
houses. Although some evidence suggests that the in- 
cidence of lead poisoning in children is declining, an es- 
timated 150,000 to 200,000 young children have undue 
amounts of lead in their bodies. 
FindlngsKonclusions: In its review, GAO found that HUD is 
not fully complying with many of its own regulations and 
procedures directed at eliminating the hazards of lead- 
based paint in federally assisted housing. It needs a new 
agenda for its research into the problem, better administra- 
tive procedures, and a stronger commitment to eliminating 
lead hazards in housing. Although 9 years and $9 million of 
HUD-sponsored research have yielded innovative lead paint 
abatement products and techniques, their high cost has 
prevented any of them from having a practical use. More- 
over, several unresolved issues still exist regarding the 
responsibility of HUD to research the nature and extent of 
childhood lead paint poisoning. Finally, HUD regulations 
and procedures for eliminating lead paint hazards in hous- 
ing contain many limitations, which include: (1) limiting its 
regulations to correcting only peeling or chipping paint; (2) 
inspecting and eliminating lead paint only when dwelling 
units change occupancy: Q) notifying tenants of lead paint 
hazards only in pre-1950 dwelling units; and (4) not clarify- 
ing the issue of whether or not the hazard elimination pro- 
gram is limited to pre-1950 housing. 
Recommendations: The Secretary of HUD should direct all 
Assistant Secretaries having lead-based paint programs to 
take steps to fully involve all offices in current and future 
program activities. The Secretary of HUD should direct 
those Assistant Secretaries having programs subject to 
lead-based paint regulations to take immediate steps to no- 
tify all appropriate HUD-associated housing tenants of the 
hazards of lead-based paint. The Secretary of HUD should 
assess the costs and benefits of alternative regulatory strate- 

gies in terms of creating regulatory language that not only 
fully satisfies the congressional mandate but also allows the 
most effective use of limited funds to eliminate lead paint 
hazards from HUD-assisted housing. The Secretary of HUD 
should direct those Assistant Secretaries having programs 
subject to lead-based paint regulations to revise program 
instructions to assure that they are consistent, include ap- 
propriate enforcement provisions, and are understood by 
individuals responsible for carrying out lead-based paint re- 
gulations. The Secretary of HUD should direct those Assist- 
ant Secretaries having programs subject to lead-based 
paint regulations to establish goals and priorities for carty- 
ing out the HUD lead-based paint responsibilities as part of 
an over-all department strategy for addressing lead-based 
paint hazards in HUD-associated housing. The Secretary of 
HUD should establish a strong central monitoring office 
with the authority and resources to properly evaluate and re- 
port on program compliance. Program Assistant Secre- 
taries should develop an adequate management reporting 
system on hazard inspection and elimination and tenant no- 
tification. The Secretary of HUD should direct the Assistant 
Secretary for Policy Development and Research to develop 
a lead-based paint research agenda that represents the 
needs of all offices administering lead-based paint pro- 
grams. 

Agency Comments/Action 
The May 14, 1981, letter from HUD in response to this re- 
port promised to fully analyze the lead-based paint program 
with a view toward developing alternatives for meeting legal 
mandates in the most cost-effective manner and to make 
several management improvements addressed by GAO, 
HUD agreed with the deficiencies noted in the report. Since 
issuance of the report, HUD has taken steps to implement 
the GAO recommendations but has not yet fully imple- 
mented any recommendations. 

Appropriations 

Research and program activities, Lead-Based Paint Act - 
Department of Housing and Urban Development 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
HUD’s Payment of Distributive Shares From the Mutual Mortgage Znsurance Fund 
(CED-81-44, 2-9-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 
Legislative Authority: Housing Act 

The Mutual Mortgage Insurance Fund allows single-family 
homes to be purchased with small downpayments and 
long-term mortgages and insures lenders against loss from 
defaulted mortgage loans. The Department of Housing and 
Urban Development (HUD) is required to pay dividends 
(distributive shares) from the Fund to eligible mortgagors 
when their mortgages are paid in full. A review was per- 
formed of HUD efforts to pay distributive shares to mortga- 
gors. 
FtndingslConclusions: The procedures used by HUD for 
paying distributive shares were found to be ineffective. The 
portion of unpaid shares has substantially increased in re- 
cent years. According to HUD, the increase in unpaid shares 
is due largely to an inability to locate mortgagors after their 
mortgages are paid off. Many of the notices of shares due 
sent by HUD are returned as undeliverable because mortga- 
gors have since moved. Since HUD has no forwarding ad- 
dresses for these mortgagors, it is often unable to inform 
them of distributive shares due. GAO found that current 
procedures do not instruct mortgagees to inform mortga- 
gors about distributive shares from the Fund. Consequent- 

ly, most mortgagors contacted by GAO stated that they had 
been unaware of any refund due them until they received 
the HUD notification of a distributive share due. 
Recommendations: The Secretary of HUD should instruct 
the Director of Mortgage Insurance Accounting to request 
mortgagors’ social security numbers on termination re- 
quests and use the IRS mail forwarding service as an alter- 
nate means of locating mortgagors when routine pro- 
cedures fail. The Secretary of HUD should instruct the 
Director of Mortgage Insurance Accounting to develop a 
fact sheet explaining premium refunds for mortgagees to 
give to mortgagors both at the time of loan origination and 
at insurance termination. 

Agency Comments/Action 

HUD has agreed to implement both GAO recommenda- 
tions. The implementation of the first recommendation was 
completed on June 12, 1981. The second recommenda- 
tion is being implemented but a target date for completion 
has not been set. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Lenient Rules Abet the Occupancy of Low Income Housing by Ineligible Tenants 
(CED-81-74, 4-27-81) 

Budget Function: Community and Regional Development: Community Development (0451) 

The Department of Housing and Urban Development 
(HUD) recently took a number of positive steps when it: (1) 
lowered to 10 percent the percentage of section 8 assisted 
units in any new project that can be rented to ineligible 
households without explicit HUD approval, and (2) 
developed new sanctions for dealing with project owners 
who fail to comply with the limitation. 
Findlngs/Concluslons: GAO agreed with these changes but 
believed additional measures were needed, since all previ- 
ously completed projects continue to be covered by the old- 
er regulations and because HUD enforcement options are 
still limited. This problem warrants prompt attention be- 
cause under present regulations, the potential exists for 
greater occupancy by ineligible households in the future, 
and the incentives to house ineligible households and mar- 
ket forces that encourage such occupancy will increase as 
the cost of housing escalates and the scarcity of rental 
housing becomes more prevalent. Occupancy of section 8 
contracted units by ineligible tenants frustrates the intent of 
the program by causing it to fall short of its planned assist- 
ance, even though the money to achieve more assistance 
has been made available by Congress. The cost effective- 
ness of the program is degraded since indirect subsidy 
costs which are incurred, regardless of who occupies the 
housing units, must logically be counted against a lower 
number of assisted households. Ineligible occupancy works 
against or fails to enhance economic integration in many 
instances. Economic integration among assisted units 
should be achieved by selecting tenants across the broad 
range of income-eligible households. Units already ear- 
marked for assisting lower income households should not 
be rented to middle income households without regard to 
the availability of assisted households. 
Recommendations: Congress should enact legislation clari- 
fying the section 8 program’s original intent that housing 
units, for which section 8 subsidy contracts exist, be used to 
the maximum extent possible for section 8-eligible house- 
holds. Congress should consider whether a more stringent 
limitation on ineligible households should be applied to pre- 

viously completed section 8 projects. This limitation could 
be achieved by either (1) enacting legislation to apply a 5 
percent limitation to completed projects already under con- 
tract; or (2) directing HUD to change its regulations to have 
the same effect. The Secretary of HUD should issue explicit 
enforcement guidelines for use by HUD regional and area 
offices to deal with project owners who exceed the limitation 
on ineligible households or otherwise fail to comply with 
HUD’s policies on ineligible occupancy. The Secretary of 
HUD should lower the percentage limitation on ineligible 
households from 10 percent to 5 percent for new, fully as- 
sisted projects without HUD approval and allow no ineligible 
households to occupy contracted units in partially assisted 
projects without HUD approval. The Secretary of HUD 
should (1) modify program regulations for new, fully assist- 
ed projects to lower the percentage limitation from 10 per- 
cent to 5 percent on the number of units that can be occu- 
pied by ineligible households without HUD approval and al- 
low no ineligible households in contracted units in partially 
assisted projec$ without HUD approval; (2) issue explicit 
enforcement guidelines for use by HUD regional and area 
offices in dealing with project owners who exceed the limita- 
tion in ineligible households or otherwise fail to comply with 
HUD policies on occupancy by ineligible households; and 
(3) amend section 8 regulations to explicitly state a project 
owner’s responsibility to make every effort to rent all section 
8 contracted units to eligible households before utilizing the 
exception for ineligible households. 

Agency Comments/Action 

HUD declined to comment on this report because it felt that 
its comments made on the GAO August letter which ad- 
dressed the same topic were still applicable and it had noth- 
ing to add at this time. 

Approprlatlons 

Section 8 Housing Program funds - Department of Housing 
and Urban Development 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
The Community Development Block Grant Program Can Be More Effective in Revitalizing the Nation’s Cities 
(CED-81-76, 4-30-81) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legislative Authorlty: Housing and Community Development Act of 1974 (P.L. 93-383). P.L. 96-226. S. Rept 93-693. S. 
3066 (93rd Cong.). 24 C.F.R. 570.302.24 C.F.R. 570.607. 

The Community Development Block Grant Program allows 
cities to undertake a wide variety of activities to provide de- 
cent housing, jobs, and neighborhoods for their residents. 
Funds can be used for the acquisition and disposition of 
property, street improvements, water and sewer facilities, 
the rehabilitation of private properties, public services and 
parks, playgrounds, and other recreational facilities. The 
program’s legislative history shows that, while Congress in- 
tended communities to have great flexibility in implement- 
ing their block grant programs, cities were to design their 
individual programs within broad national object&es. 
Findings/Conclusions: The lack of limitations on how funds 
may be used is diluting the program’s impact. Cities often 
spread funds too widely, rehabilitation funds are spent for 
questionable purposes, and are not always provided to per- 
sons with the greatest need. In addition, there is sometimes 
insufficient information to determine whether funds are 
properly spent for eligible activities. The Department of 
Housing and Urban Development (HUD) has taken several 
initiatives to encourage better targeting by communities 
and, in response to past reports of weaknesses in its moni- 
toring of block grant recipients, it has modified its grantee 
monitoring system. The GAO review raises questions as to 
whether local flexibility should be tempered with more Fed- 
eral guidance on the overall limits within which cities can 
operate their block grant programs. 
Recommendations: The appropriate congressional com- 
mittees should examine the overall impact of assistance 
provided under the Community Development Block Grant 
Program and identify additional measures needed to meet 
the objectives of the Housing and Community Develop- 
ment Act of 1974. Specifically, the following issues should 
be considered: (1) the need for all grantees to concentrate 

their block grant funds in distressed geographic areas small 
enough so that visible improvements can be achieved in a 
reasonable time period and to ensure that claimed benefrts 
to low- and moderate-income persons are, in actuality, oc- 
curring; (2) the need to reduce the broad list of activities 
currently eligible so that funds can be focused on those ac- 
tivities which meet the cities’ most urgent revitalization 
needs; (3) the need to develop overall income eligibility re- 
quirements for recipients of block grant-supported rehabili- 
tation; and (4) the need to limit eligible rehabilitation work 
to that which is essential to restore the housing unit to a 
safe, decent, and sanitary condition, specifically prohibiting 
non-essential and luxury items, so that more homes need- 
ing basic repairs can be rehabilitated. The Secretary of 
HUD should direct the Inspector General to conduct an 
analysis to determine the extent of problems in grantees’ 
controls over expenditures of block grant funds and to 
recommend solutions to the problems. Such an analysis 
could be performed in two phases. The first phase should 
assess whether or to what degree such problems continue 
to exist The second phase, if warranted, should concentrate 
on identifying the basic causes of the problems and sug- 
gesting corrective actions. 

Agency Comments/Action 

Agency comments on this report had not been provided as 
of September 4, 1981. 

Appropriations 

Community development and block grants - Department of 
Housing and Urban Development 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Weaknesses in the Planning and Utilization of Rental Housing for Persons in Wheelchairs 
(CED-81-45, 6-l 9-81) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 

GAO reviewed Federal efforts to provide housing designed 
especially for the needs of people who use wheelchairs to 
determine whether the Departments of Agriculture and 
Housing and Urban Development (HUD) goals to produce 
wheelchair-accessible housing units were reasonable and 
being complied with and if people in wheelchairs were oc- 
cupying the special housing units. 
Findings/Conclusions: Housing units produced under HUD 
and Farmers Home Administration (FmHA) programs and 
designed especially for people who use wheelchairs are not 
being produced efficiently or rented primarily to wheelchair 
users. A CL40 review showed that only 27 percent of the un- 
its were occupied by persons using wheelchairs. The HUD 
and FmHA goals for constructing these units were based on 
inadequate data. The agencies did not have the essential 
data needed to establish and evaluate policies relating to 
housing people who use wheelchairs such as: the total 
number of accessible units in existence under their pro- 
grams, the number of people using wheelchairs who occu- 
py the units, and the people’s characteristics such as their 
age and income. There was limited occupancy of accessi- 
ble units by wheelchair users because the agencies do not 
require accessible units to be occupied by people using 
wheelchairs, project sponsors do not always have effective 
outreach programs to advertise the availability of accessible 
units and rental assistance projects do not often have serv- 
ices such as personal attendant care which people in wheel- 
chairs may need to live independently, and projects have re- 
strictions based on age or ability to live independently which 
preclude certain people from living in them. Almost no 
coordination exists between HUD, FmHA, and Federal, 
State, and local organizations providing services to people 
in wheelchairs living in HUD or FmHA assisted housing 
projects. 
Recommendations: The Secretaries of HUD and Agriculture 
should require project managers to give persons who use 
wheelchairs priority for the accessible units. One way of ac- 
complishing this is to require project managers to maintain 
separate waiting lists for the accessible units and give peo- 
ple in wheelchairs priority regardless of when they apply for 
admission. The Secretaries of HUD and Agriculture should 
establish procedures for project managers to use to adver- 
tise the availability of accessible units and rental assistance, 
including contacting public and private organizations serv- 
ing people in wheelchairs to obtain greater participation of 
people who use wheelchairs. The Secretaries of HUD and 

Agriculture should identify those elderly projects which do 
not admit nonelderly disabled persons or which require per- 
sons to live totally independent and notify the project spon- 
sors that the resuictions must be removed. The Secretaries 
of HUD, HHS, Agriculture, and Education should work with 
State and local social service and welfare organizations to 
coordinate housing with the other services people in wheel- 
chairs need. The Secretaries of HUD and Agriculture 
should require that the Annual Housing Survey be used 
periodically to gather data relating to people in wheelchairs, 
such as the total number in the United States and their geo- 
graphic location, age, income, family size, and need for 
federally subsidized housing. The Secretaries of HUD and 
Agriculture should eliminate the nationwide 5 and 10 per- 
cent goals and establish geographical (e.g., local or region- 
al) goals for constructing accessible units in family and el- 
derly projects. The Secretaries of HUD and Agriculture 
should, in approving projects, determine whether the geo- 
graphical goals as established are realistic by doing a mar- 
ket analysis of the demand for accessible units in each proj- 
ect. The Secretaries ot HUD and Agriculture should estab- 
lish adequate criteria for project sponsors to use to imple- 
ment the goal for constructing accessible units in family 
projects. Such criteria should include guidance on the type 
of unit (accessible or other), number of bedrooms in the 
unit, and under what circumstances exceptions will be al- 
lowed. The Secretaries of HUD and Agriculture should have 
their management information systems compile data on 
the number of accessible units constructed and the number 
and characteristics such as the age, income, family size, 
and rent paid by the people in wheelchairs living in assisted 
units. The Secretaries of HUD and Agriculture should 
periodically compile directories of projects with assisted ac- 
cessible housing units which contain information on loca- 
tion, number of bedrooms, rental costs, services available, 
and availability for occupancy and disseminate the direc- 
tories to organizations serving people who use wheelchairs 
so they can assist people seeking this type of housing. 

Agency Comments/Action 

HUD agreed with the findings and recommendations and is 
currently revising its regulations for implementing Section 
504 of the Rehabilitation Ad HUD is also studying adminis- 
trative changes which could be made in light of the recom- 
mendations. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
New Mortgages for Financing Homes Need Uniform and Comprehensive Consumer Safeguards 
(CED-81-53, 7-2-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 
Legislative Authority: Housing Act (42 U.S.C. 1437 et seq.; 12 U.S.C. 1701 et seq.). Housing Act of 1954 (12 U.S.C. 17152). 
Housing and Community Development Act of 1974 (P.L. 93-383). Housing and Community Development Amendments of 
1979 (6.L. 96-153). Home Loan-Bank Act. 

GAO reviewed several of the new mortgage instruments for 
single-family homes and their impact on homebuyers and 
lenders. The review was made because many Americans 
purchasing homes in the future will be faced with selecting 
one of the new alternative mortgage instruments instead of 
the standard level payment mortgage which has been in 
use for about 40 years. 
Findings/Conclusions: The principal types of alternatives to 
the standard mortgage are: (1) adjustable-rate mortgages 
on which interest rates vary with changes in one of the mo- 
ney market interest rates; (2) graduated payment mortgage 
(GPM) wherein the initial monthly payments are less than 
those under the standard mortgage but rise to higher than 
standard levels in later years; (3) variable-rate mortgages 
which permit the interest rate to vary both up and down ac- 
cording to some money market interest rate; (4) 
renegotiated-rate mortgages which permit a loan to be is- 
sued for a term of 3, 4, or 5 years, secured by a long-term 
mortgage of up to 30 years, and automatically renewable at 
equal intervals; and (5) adjustable-rate mortgage loans 
which permit a flexible loan instrument to be issued. The 
Office of the Comptroller of the Currency’s new adjustable- 
rate mortgage regulation provides that interest rate adjust- 
ments must occur at regular intervals and the maximum in- 
crease or decrease in the interest rate may not exceed 1 
percent for every 6-month period between rate adjust- 
ments. GAO analysis of the Department of Housing and Ur- 
ban Development’s (HUD) GPM program disclosed that: (1) 
HUD underwriters are not routinely assessing the 
homebuyer’s ability to meet increasing payments; (2) HUD 
refusal to include all GPM plans under the mortgage- 
backed securities program has impeded the program’s 
growth, and (3) many homebuyers are not fully apprised of 
all GPM plans available. 
Recommendations: The Federal Home Loan Bank Board 
should determine whether borrowers should be given the 
option of different note maturity dates than now offered. 
Federal regulators should study the interest rate cap struc- 
tures for the various instruments being offered and applica- 
ble risks with a view toward establishing standardized in- 
terest rate caps that provide mutual and equitable protec- 
tion to both consumers and lenders. The Comptroller of 
the Currency and the Chairman of the Federal Home Loan 
Bank Board should develop and administer uniform con- 
sumer safeguards in all adjustable-rate mortgage regula- 
tions. These safeguards should: (1) require that home- 
buyers under all adjustable-rate programs be provided a 
choice between a standard mortgage and the.adjustable- 
rate mortgage being offered; and (2) provide prospective 
borrowers full disclosure concerning monthly mortgage 
payments they potentially face over the life of their mort- 

gage commitment. The Secretary of HUD should: (1) pro- 
vide HUD underwriters with criteria to assess future income 
of homebuyers applying for a section 245(a) GPM; (2) re- 
quire that the Government National Mortgage Association 
work with securities dealers, investors, and issuers to assure 
partipation of section 245(a) IO-year plans in the 
mortgage-backed securities program; and (3) assure that 
homebuyers are apprised of all payment plan options avail- 
able under the GPM program. One way to do this would be 
a certification signed by the homebuyers that they were in- 
formed of all options available. 

Agency Comments/Action 

The Federal Home Loan Bank Board (FHLBB) generally 
disagreed with the GAO recommendations, arguing that 
lenders’ ability to use adjustable rate mortgages (ARM) 
would be restricted if the recommended consumer safe- 
guards were adopted. The Ofice of the Comptroller of the 
Currency (OCC) stated that it would be premature for it to 
comment because it had not yet finalized its regulations au- 
thorizing its new ARM. Both FHLBB and OCC subsequently 
issued ARM regulations which do not provide for the basic 
consumer safeguards recommended by GAO. HUD, while 
not disagreeing with the problems noted by GAO, generally 
disagreed with the GAO recommendations to improve its 
graduated payment mortgage program. In July and Sep- 
tember 1981, the Subcommittee on Financial Institutions 
Supervision, Regulation and Insurance of the House Com- 
mittee on Banking, Finance and Urban Affairs held hearings 
to discuss the issues identified in the GAO report and the 
need for legislation in this area. 

Appropriations 

Federal Housing Administration Fund - Department of 
Housing and Urban Development, Federal Housing Admin- 
istration 
Assessment funds - Department of the Trasury 
Federal Home Loan Bank Board Revolving Fund - Federal 
Home Loan Bank Board 

Appropriations Committee Issues 

The Committees should monitor the implementation of the 
adjustable rate mortgage programs authorized by FHLBB 
and OCC and the graduated payment mortgage programs 
implemented by HUD to determine the effect of these pro- 
grams and the need for adjustments to them on the hous- 
ing sector: lenders, buyers, sellers, builders, investors, sec- 
ondary markets, and others associated with the housing 
area. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
More Can Be Done To Measure HUD’s Success in Using Millions of Dollars for Rehabilitating Housing 
(CED-81-98, 7-14-81) 

Budget Function: Community and Regional Development: Community Development (0451) 
Legislative Authority: Housing and Community Development Act of 1974. Housing Act of 1954. Supplemental Appropria- 
tions and Rescission Act, 1981 (P.L. 97-12). 

GAO examined the current status of actions taken by the 
Department of Housing and Urban Development (HUD) on 
recommendations GAO made to the agency in a previous 
report. In this report, GAO estimated that s 150 million of a 
total $200 million in grants was directly granted to property 
owners to cover their rehabilitation costs in fiscal year 1980. 
By combining grant assistance to homeowners for housing 
rehabilitation with other funds, or by using loans to replace 
grants wherever feasible, GAO said that HUD should be able 
to more efficiently and effectively use millions of dollars an- 
nually in its Community Development Block Grant (CDBG) 
Program. HUD agreed with GAO that direct grants for hous- 
ing rehabilitation were costly and sometimes inappropriate, 
but disagreed with the recommendation that CDBG regula- 
tions be amended to prohibit the use of grants unless 
grants are combined with other resources. Instead HUD be- 
lieves that, through concerted technical assistance, its ef- 
forts to encourage communities to use more cost-effective 
financing techniques can achieve the desired results. 
Findings/Conclusions: GAO believes that the HUD technical 
assistance effort should help in assisting communities to a- 
dopt more effective and efficient rehabilitation financing 
techniques; however, HUD lacks sufficient data to deter- 
mine how successful its efforts have been and whether ad- 
ditional steps are needed. If HUD intends to rely on its tech- 
nical assistance efforts, then it needs to develop perform- 
ance standards and compare them with reliable manage- 
ment data to enable HUD to measure overall progress in 
meeting its objectives. GAO also found in its followup work 
that: (1) existing management data were inaccurate, thus 
preventing HUD from effectively monitoring recent changes 
to restrict the use of certain funds for refinancing home 
mortgages; and (2) the improved use of available data sys- 
tems, and the establishment of performance standards, 
could improve monitoring of and technical assistance to lo- 
cal communities in meeting objectives of giving loan priori- 
ty to certain persons. 

Recommendations: The Secretary of HUD should improve 
the existing HUD monitoring capabilities by revising the ap- 
plication forms for collecting information on the planned 
uses of block grant funds to require that, in the case of 
housing rehabilitation activities, local communities indicate 
the amount of funds they plan to budget for rehabilitation 
grants versus loans. The Secretary of HUD should revise 
the grantee performance reports to require that information 
reported on block grant expenditures for housing rehabilita- 
tion indicate the amount spent through the use of rehabili- 
tation grants versus loans. HUD should also incorporate this 
information on expenditures into its computer system as it 
has done for block grant budgets to enable routine and 
timely comparisons between planned and actual expendi- 
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tures. The Secretary of HUD should establish performance 
standards in conjunction with these block grant rehabilita- 
tion data systems, stating the HUD goals for using more 
cost-effective rehabilitation financing methods. The Secre- 
tary of HUD should use the improved management data, 
and accompanying performance standards, to measure the 
progress area offices and communities are making to 
reduce their reliance on the use of direct grants in rehabili- 
tating housing. HUD should also consider whether addition- 
al actions, such as incentives, are needed to reward com- 
munities for stretching block grant funds by adopting fi- 
nancing methods more cost effective than direct grants. 
The Secretary HUD should prepare periodic reports using 
existing data systems to routinely monitor the HUD objec- 
tive that communities give loan priority to low and 
moderate-income borrowers. The Secretary of HUD should 
establish performance standards to be used with reliable 
management data on refinancing and loan priority given to 
low and moderate-income borrowers, clearly stating the 
HUD goals for anticipated levels of performance. The per- 
formance standards should be communicated to field staffs 
and communities and used to focus the HUD technical as- 
sistance activities. 

Agency Comments/Action 

In commenting on the GAO draft report, HUD acknowl- 
edged that it lacked sufficient data to determine its success 
and/or how much more needs to be done to gauge the ex- 
tent of progress made by communities in adopting more 
cost-effective housing rehabilitation financing techniques. 
HUD told GAO thatz (1) it is currently accumulating data on 
financing techniques being used by entitlement communi- 
ties through the use of a-questionnaire; and (2) a decision 
was made several years ago, prior to its recent policy 
change encouraging the greater use of cost-effective fi- 
nancing techniques, to rely on special surveys rather than 
overburden communities by routinely requiring that such 
information be reported. In light of the recent policy change 
and the growing concern over Federal expenditures, HUD 
officials agreed that this decision should be reconsidered. 

Appropriations 

Community Development Grants and Rehabilitation Loan 
Fund - Department of Housing and Urban Development 

Appropriations Committee Issues 

The Committees may wish to monitor HUD progress in en- 
couraging communities to adopt more cost-effective 



methods of financing housing rehabilitation since leverag- 
ing arrangements can result in more rehabilitation being 
done with less Federal funds. 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 

FEDERAL HOUSING ADMINISTRATION 

How To House More People at Lower Costs Under the Section 8 New Construction Program 
(CED-81-54, 3-6-81) 

Budget Function: Community and Regional Development: Community Development (045 1) 
Legislative Authority: Housing and Community Development Act of 1974 (P.L. 93-383). Tax Reform Act of 1976. 

The Section 8 New Construction Program was reviewed in- 
cluding: (1) the nature and magnitude of financial benefits 
afforded to developers and investors in subsidized housing 
built under the program; (2) the reasonableness of develop- 
ment and operating costs for this housing; and (3) the pos- 
sibilities for reducing costs and improving the results of this 
program. 
Findings/Conclusions: Substantial financial incentives exist 
to attract developers and investors to the section 8 pro- 
gram. Projects can be undertaken with a fairly small cash 
investment in relation to total project development costs. 
Government-subsidized, below-market interest rates on 
project mortgages are provided to developers, and develop- 
ers earn profits by syndicating projects they undertake. Sig- 
nificant tax shelters are provided to owners and investors in 
new projects through the highly accelerated depreciation al- 
lowed for the projects and the way losses can be distributed. 
Other benefits include profits from construction, manage- 
ment fees, anticipated gains from the future sale or conver- 
sion to condominiums, operating profits, cash distributions, 
and other types of tax savings. GAO found that, for the 
caliber of housing being built, development costs were gen- 
erally reasonable. The quality of housing was generally 
better than the housing in the area in which the projects 
were built. GAO suggested that the quality of the housing 
could be lowered somewhat in order to increase cost sav- 
ings. GAO in no way suggested that section 8 housing be 
less than decent, safe, and sanitary. 
Recommendations: The Secretary of Housing and Urban 
Development (HUD) should study a variety of methods, in- 
cluding economic incentives and contractual sanctions, to 
encourage project owners under 5year assistance con- 
tracts to continue in the section 8 program after their 
present contracts expire. The Secretary of HUD should 
direct HUD area offices and delegate agency officials in- 
volved in reviewing section 8 development costs to ade- 
quately document their cost determinations. The Secretary 
of HUD should house the single elderly in efficiency/studio 
type units instead of one-bedroom units. The Secretary of 
HUD should direct the HUD area offices and delgate agency 
officials to closely survey the new rental housing construc- 
tion market and to develop alternate approaches for evalu- 
ating section 8 development costs when appropriate com- 
parable projects cannot be identified. The Secretary of 
HUD should enforce the requirement that project owners 
submit annual certified financial statements and use these 
statements to evaluate regularly the reasonableness of 
formula-based annual rent increases given to project own- 
ers. The Secretary of HUD should develop uniform pro- 
cedures and train staff to properly and promptly review proj- 
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ect financial statements. The Secretary of HUD should 
develop definitive guidelines for section 8 projects, requir- 
ing that units be assigned and reassigned to achieve op- 
timum utilization of all units. The Secretary of HUD should 
direct HUD field offices to monitor the use of section 8 units 
more closely, especially at the time of initial occupancy, and 
to invoke appropriate penalties where owners/managers 
consistently fail to comply with HUD occupancy guidelines. 
The Secretary of HUD should develop an explicit definition 
of “modest housing” for use under the Section 8 New Con- 
struction Program which limits the size of Family housing 
units to dimensions closely approximating those based on 
HUD minimum property standards and reduces the types 
and number of amenities permitted in new section 8 hous- 
ing. The Secretary of HUD should take steps to increase in- 
centives for high-quality management and long-term own- 
ership of section 8 new construction projects. One possible 
way of doing this would be to require developers to make 
higher equity investments and, in return, allow greater cash 
distribution during operations. This provision should attract 
investors who are less motivated to seek shelters from tax 
losses generated by production and more interested in 
yearly profits possible from operating section 8 projects and 
providing housing services. 

Agency Comments/Action 

HUD generally agreed with the thrust of the GAO findings 
and recommendations and has taken actions to implement 
several of the recommendations, including: (1) emphasiz- 
ing to HUD field staff the importance of adequately docu- 
menting development cost determinations; (2) publishing 
handbooks providing HUD field managers with enforce- 
ment tools to obtain delinquent statements and monitoring 
the timeliness and quality of the HUD servicer’s review of 
the statements; and (3) conducting training courses on re- 
viewing financial statements. 

Appropriations 

Annual contributions for assisted housing - Department of 
Housing and Urban Development 
Section 8 housing - Department of Housing and Urban De- 
velopment 

Appropriations Committee Issues 

The Committees should examine HUD actions to: (1) in- 
crease incentives for high-quality management and long- 
term ownership of Section 8 new construction projec@ (2) 
build more modest sized housing with fewer amenities; (3) 



make better use of family housing units; and (4) evaluate 
the propriety of automatic rent increases. 
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DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 

FEDERAL HOUSING ADMINISTRATION 

HUD Should Strengthen Mortgagee Monitoring To Reduce Losses 
(CED-81-108, 6-g-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 

Mortgagees approved by the Department of Housing and 
Urban Development (HUD) are responsible for originating 
and servicing HUD-insured single-family loans. If a mort- 
gagee fails to adequately assess a prospective home 
buyer’s ability to repay a loan or fails to provide proper ser- 
vicing of the loan, defaults, foreclosures, and substantial 
losses to the Federal Government can occur. HUD primarily 
monitors this program through its Office of Mortgagee Ac- 
tivities. If mortgagees violate HUD requirements in connec- 
tion with their HUD-insured lending activities, HUD can im- 
pose sanctions against them through its Mortgage Review 
Board. 
FindingsKZoncluslons: The HUD system for reviewing mort- 
gage lenders participating in HUD-insured loan programs 
needs revised review goal-setting techniques, strict compli- 
ance with existing procedures, more effective review cover- 
age, and a stronger commitment to quality control of mort- 
gagee reviews. Improved loan origination and servicing 
would reduce foreclosures and the Federal Government’s 
losses. HUD is, at times, selecting for review mortgagees 
which have originated small numbers of HUD-insured loans 
while more active mortgagees are not reviewed as often. 
Mortgagees experiencing high foreclosure rates are often 
not selected for review. This practice is an ineffective use of 
limited resources, contributes to inadequate review cover- 
age, and limits opportunities to correct loan origination 
problems. Mortgagee review coverage is hindered, in part 
by limited resources. Although HUD criteria for selecting 
mortgagees for servicing reviews are sound, they are often 
not followed. Seven of 11 area offices visited could not ac- 
curately account for all mortgagee servicing loans in their 
jurisdictions. The quality of the reviews is hindered by the 
loan specialists’ not spending sufficient time on reviews, 
inexperienced staff, and low priority given reviews by some 
area offices. 
Recommendations: The Secretary of HUD should reassess 
how mortgagee reviews can be conducted most effectively 
to cover active mortgagees and evaluate alternative ways to 
provide necessary review coverage. The Secretary of HUD 

should revise the methods the Office of Mortgagee Activi- 
ties and HUD regional offices use to set area office 
mortgagee-servicing review goals to ensure that factors 
such as the number of mortgagees and their total HUD- 
insured loan portfolio, other area office workload priorities, 
and review staff availability and experience levels are con- 
sidered. The Secretary of HUD should direct the Office of 
Mortgagee Activities (OMA) and all HUD area offices to fol- 
low existing HUD procedures on selecting mortgagees for 
origination and servicing reviews: and require that area of- 
fices submit to OMA, in advance, the required quarterly 
mortgagee review itineraries and document reasons why 
mortgagees were selected for servicing reviews. The Secre- 
tary of HUD should require the Office of Mortgagee Activi- 
ties to play a stronger role in the quality control of mart- 
gagee reviews by requiring more timely reporting of review 
findings to mortgagees, more followup reviews on prior 
mortgagee deficiencies, and the use of coordinated reviews 
to monitor the largest mortgagees or those active in HUD- 
insured programs nationwide. 

Agency Comments/Action 
Agency comments were not requested at the directron of 
Senator Levin. GAO was informed by his staff on Jury 15, 
1981, that after reviewing the report, the Senator has decid- 
ed to request agency comments and has asked GAO to re- 
view them when received. As of September 9, 1981, GAO 
has not seen the agency’s comments. 

Appropriations 

Housing/mortgage insurance - Department of Housing and 
Urban Development, Federal Housing Administration 

Appropriations Committee Issues 
Despite shortages in staffing and available funds, GAO be- 
lieves HUD could improve its mortgage monitoring and 
thereby reduce losses to the Federal Government which to- 
taled about $183 million in fiscal year 1980. 
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DEPARTMENTOFHOUSINGANDURBAhDEVELOPMENT 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 

Action Being Taken To Correct Weaknesses in the Rehabilitation Loan Program 
(FGMSD-79-14, 3-14-79) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Housing Act of 1964. Housing and Community Development Act of 1977. 4 C.F.R. 102.10.24 C.F.R. 
445.1. 

The Department of Housing and Urban Development 
(HUD) has outstanding loans of almost $334 million under 
its Rehabilitation Loan Program. Of the $334 million, over 
$53 million has already been returned to HUD as defaulted 
delinquent accounts and approximately $49 million may ul- 
timately be returned as defaulted delinquent accounts. The 
Rehabilitation Loan Program provides direct low-cost loans 
to property owners for the rehabilitation of basically sound 
structures. Loans are initially serviced by the Federal Na- 
tional Mortgage Association (FNMA). When a borrower be- 
comes 6 months delinquent or is at least 3 months delin- 
quent and misses 3 consecutive payments, the loan is re- 
turned to HUD for servicing. 
Findtngs/Conclusions: HUD did not maintain proper control 
over defaulted loans returned by FNMA. Some loans were 
delinquent for years, yet loan servicers had not recom- 
mended foreclosure or contacted the defaulted borrowers 
to arrange for loan payment. The manual record keeping 
system used by HUD cannot adequately handle the volume 
of defaulted loans on hand. The loan servicing activity has 
been hampered by a general lack of management attention. 
HUD has established a special task force under the supervi- 
sion of the Under Secretary of HUD to study all aspects of 
the program and recommend needed changes. HUD has 
never developed and submitted the design of the account- 
ing system for rehabilitation loans to the Comptroller Gen- 
eral for approval. 

Recommendations: The Secretary of HUD should direct the 
HUD Office of Finance and Accounting to develop and sub- 
mit the design of the revised accounting system for rehabili- 
tation loans to the Comptroller General for approval; and 
direct the HUD Inspector General to review actions taken to 
comply with suggestions of GAO and the task force and en- 
sure that adequate system changes are implemented. 

Agency Comments/Action 

HUD is still in the process of revising its accounting system 
to include a number of improvements suggested by GAO 
and a special HUD task force. HUD has set no specific tar- 
get for completing the project; however, historically it has 
taken a long time to complete projects to redesign account- 
ing systems. 

Appropriations 

Rehabilitation Loan Fund - Department of Housing and Ur- 
ban Development, Community Planning and Development 

Appropriations Committee Issues 

The Committees should ask the Secretary of Housing and 
Urban Development to provide a deadline for submitting its 
revised system for approval by GAO and to submit status 
reports explaining the reasons for any lengthy delays. 
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DEPARTMENT OF JUSTICE 

Some Criminal Offenses Committed Overseas by DOD Civilians Are Not Being Prosecuted: Legislation Is Needed 
(FPCD-79-45, 9-11-79) 

Budget Function: National Defense: Defense-related Activities (0054) 
Legislative Authority: Reid v. Covert, 354 U.S. 1 (1960). Kinsella v. Singleton, 361 U.S. 234 (1960). Grisham v. Hagan, 361 
United States 278 (1960). United States v. Catlow, 23 C.MA. 142,48 C.M.R. 758. United States v. Russo, 23 C.M.A. 5 11.50 
C.M.R. 630. 18 U.S.C. 7. 

International law recognizes that a host country has criminal 
jurisdiction over U.S. military personnel stationed in that 
country. Negotiated agreements allowing the United States 
to exercise jurisdiction over service members stationed 
overseas give it criminal jurisdiction over many offenses 
committed by service members that otherwise would have 
been prosecuted by the foreign country or not prosecuted 
at all. The United States has virtually no criminal jurisdiction 
over the 343,000 civilian personnel and dependents ac- 
companying the armed forces overseas. These civilians are 
subject to foreign criminal jurisdiction which is not always 
exercised. 
Findings/Conclusions: GAO analyses indicate that the ac- 
tions taken by the Department of Defense (DOD) in the mil- 
itary cases may be inadequate. Military officials believe that 
the civilians’ knowledge that the United States does not 
have criminal jurisdiction is an encouragement to of- 
fenders. Many military commanders dispose of these of- 
fenses through administrative sanctions which are inade- 
quate in terms of punishment and deterrency and safe- 
guarding an individual’s rights. The strongest administrative 
sanctions are often directed against the military 
member/sponsor, and not the civilian offender. 
Recommendations: The Secretary of DOD and the Attorney 
General should prepare provisions for implementing the ex- 
traterritorial extension OF laws and report their findings to 
the Congress by September 1980. They should consider 
provisions for: apprehending, restraining, and delivering 
these civilians to trial; bringing offenders back to the United 

States for trial; and establishing courts and/or magistrates 
overseas. The Secretary of DOD should direct the services 
to provide more information to the Congress about the 
number, type, and disposition of criminal offenses commit- 
ted by civilians accompanying the military forces overseas. 
Further, the Secretary of DOD should improve the present 
reporting system to accumulate and track information on 
the disposition of all overseas cases involving service 
members released to U.S. authorities and include it in the 
annual report to the Senate Committee on Armed Services. 
Legislation should be enacted to extend criminal jurisdic- 
tion over U.S. citizen civilians accompanying the military 
forces overseas. The extraterritorial jurisdiction should ex- 
tend to petty as well as serious offenses, because the less 
serious offenses appear to be the greatest disciplinary prob- 
lem. 

Agency Comments/Action 

DOD recognized the need to account for cases released to 
U.S. military authorities For disposition, but it stated that 
nothing has been brought to its attention to indicate that it 
is not already meeting requests For information by host 
countries. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force, Marine 
Corps 



DEPARTMENTOFJUSTICE 
Congress Should Clarify the Speedy Trial Act To Resolve Difsering Interpretations 
(GGD-81-1, 11-18-80) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: Speedy Trial Act of 1974. - 

The intent of the Speedy Trial Act of 1974 is to speed the 
prosecution of accused persons in order to isolate those 
found guilty and prevent additional crimes by setting uni- 
form time limits within which U.S. district courts have to 
process criminal cases. As of July 1, 1980, the Act provides 
for the dismissal of Federal criminal cases not processed 
within established time limits. The first time limit, 30 days 
(Interval I), includes the period from arrest to indictment. 
The second time limit, 70 days (Interval II), includes the 
period from either indictment or the defendant’s first ap- 
pearance before the court to the start of trial, plea of guilty, 
or dismissal. 
Findings/Conclusions: GAO found that compliance with the 
Act’s requirements has increased steadily over the past 4 
years. However, because the executive and judicial 
branches interpret some provisions of the Act differently, fu- 
ture criminal cases might be inappropriately dismissed. 
After the start of Interval 1, cases are sometimes dismissed 
because U.S. attorneys are unable or choose not to move 
the cases within the 30-day limit. With the case dismissed 
and the time limit removed, prosecutors gain more time to 
prepare their case and then indict at a later date. However, 
this practice has the effect of slowing down the processing 
of criminal cases. The Judicial Conference (JC) and the Ex- 
ecutive Office of the U.S. Attorneys (EOUSA) believe that 
the Act does not prohibit this practice and that it is often 
necessary to enable further investigation of criminal activi- 
ties. EOUSA believes that the Act is not clear as to the statt- 
ing date of Interval II. However, JC maintains that the Act is 
clear. Issues have arisen in the implementing of the 30-day 
minimum period after the defendant’s first appearance. The 
issues are: (1) whether excludable periods of delay apply; 

(2) what constitutes a defendant’s first appearance; and (3) 
whether the minimum period is applicable to superseding 
charges. GAO found that defendants were waiving their 
rights to dismissal before the case was subject to dismissal 
for exceeding the Act’s time limits. The waivers had the ef- 
fect of delaying the start of trials. 
Recommendations: Congress should amend the Speedy 
Trial Act to clarify the starting date of Interval Il. Congress 
should amend the Speedy Trial Act to specify whether 
dismissal waivers in advance of the expiration of the time 
limits are allowable and, if so, their effect on other provi- 
sions of the act. Congress should (1) clarify whether or not 
excludable periods of delay are to apply to the minimum 
30-day period before trial can commence, (2) define a 
defendant’s first appearance through counsel to start the 
30-day period, and (3) clarify whether and when the 30-day 
period is applicable to superseding charges. Congress 
should clarify how and under what circumstances pre- 
indictment dismissals followed by an indictment affect the 
Interval I time limit. 

Agency Comments/Action 

Both the Executive Office of U.S. Attorneys and the Admin- 
istrative Office of the United States Courts expressed the 
view that their respective positions on the issues discussed 
in the report were accurately presented. On two issues, the 
minimum period before trial can begin and defendants’ 
rights to waive the Act’s time limit, Executive Office and/or 
Administrative Office officials expressed the view that the is- 
sues would be resolved through the courts’ appellate proc- 
ess. 
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DEPARTMENT OF JUSTICE 

Women in Prison: Inequitable Treatment Requires Action 
(GGD-81-6, 12-10-80) 

Budget Function: Administration of Justice: Federal Correctional Activities (0753) 
Legislative Authority: Civil Rights of Institutionalized Persons Act (P.L. 96-247). Civil Rights Act of 1964. Education Amend- 
ments of 1972 (20 USC. 1681 et seq.). Glover v. Johnson, Civ. Act. No. 77-1229 (E.D. Mich. 1979). Barefield v. Leach, Civ. 
Act. No. 10282 (D. N.M. 1974). Gross0 v. Lally, Civ. Act. No. 4-74-447 (D. Md. 1977). Molar v. Gates, 159 Cal. Rptr. 239 (4th 
Dist. Ct. Cal. 1979). 

Women in correctional institutions do not have access to 
the same types of facilities, job training, jobs in prison in- 
dustries, and other services as men prisoners. An increasing 
number of suits have been brought by women demanding 
equality in the types of facilities and other opportunities pro- 
vided. Courts are frequently deciding in favor of female in- 
mates. 
Findings/Conclusions: Alternatives exist which would pro- 
vide for more equitable treatment without duplicating exist- 
ing programs and services. These alternatives include 
shared facilities, in which men and women would share 
available resources other than housing. This concept great- 
ly increases the range of programs, facilities, and other serv- 
ices for women. Community corrections is an alternative to 
the traditional approach of incarceration which involves the 
community in the corrections process. This approach 
greatly increases sentencing alternatives, may include resti- 
tution to the community or victim through either service or 
monetary means and, at the same time, may require educa- 
tion or training that will benefit the offender. Joint venture is 
a concept of pooling resources at the Federal, State, and lo- 
cal levels to better utilize incarceration facilities. Agreements 
between prisons could greatly enhance the possibilities for 
solving inequities in female corrections. Another alternative 
is private industry involvement either inside the institution or 
through contracts to provide a product or service. This con- 
cept could expand the industrial operations available in in- 
stitutions and could provide work and earnings for inmates. 

Private industry involvement could also be an effective link 
to the outside world for inmates. 
Recommendations: The Attorney General should require 
the National Institute of Corrections to place more em- 
phasis on research and evaluations of innovative ap- 
proaches that are being used at the different levels of 
corrections throughout the United States and serVe as a 
clearinghouse for disseminating information on successful 
alternatives to the Federal, State, and local levels. The At- 
torney General should provide the same level of resources 
and opportunities to women inmates as are provided men. 

Agency Comments/Action 

The Department of Justice agreed that incarcerated fe- 
males are not being treated equally and recognized the im- 
portance of correcting the situation. It stated further that the 
present era of fiscal austerity places a challenge on correc- 
tional administrators to reduce the inequities while working 
within the limits of existing resources. 

Appropriations 

Department of Justice 

Appropriations Committee Issues 

The Committees should consider the efficient use of re- 
sources. 

358 



DEPARTMENT OF JUSTICE 

The Multi-State Regional Intelligence Projects--Who Will Oversee These Federaiiy Funded Networks? 
(GGD-81-36, 12-31-80) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: Omnibus Crime Control and Safe Streets Act of 1968. Justice System Improvement Act of 1979.28 
C.F.R. 23. 

The Department of Justice funds seven regional intelli- 
gence information networks which provide State and local 
agencies with a broad range of intelligence and investigative 
support services. The Law Enforcement Assistance Admin- 
istration (LEAA) established an Intelligence Systems and 
Policy Review Board to oversee Federal funds going into the 
projects. LEAA also maintains a discretionary grant pro- 
gram which provides day-to-day monitoring of grants for 
the networks. Since LEM is being phased out, it is uncer- 
tain which agency or bureau in Justice will provide adminis- 
trative oversight of these networks in the future. 

Findings/Conclusions: Successors to the LEAA discretion- 
ary grant program and the policy review board are needed 
since continued Federal funding for the intelligence proj- 
ects has been appropriated. Since the emerging networks 
work or intend to work with a number of other Federal law 
enforcement agencies, representation on the new board 
may need to be expanded. The Drug Enforcement Admin- 
istration (DEA) is making contingency plans to assume the 
responsibility for day-to-day grant monitoring. However, 
some regional project officials are concerned because DEA 
is drug oriented and some of the networks focus on other 
types of crime. A clearly defined role for the networks is 
needed to enhance their relationship with Federal law en- 
forcement agencies. 
Recommendations: The Attorney General should define a 
role for the multi-State regional intelligence projects which 
will enhance their relationship with Federal law enforcement 

agencies. The Attorney General should assign only the ad- 
ministrative responsibility for grant funding and project 
monitoring to a Justice agency such as the Drug Enforce- 
ment Administration and reserve for the Board all policy de- 
cisions. The Attorney General should reestablish the lntelli- 
gence Systems and Policy Review Board at the department 
level with representation from appropriate Federal law en- 
forcement agencies. The Board, subject to the Attorney 
General’s approval, should set and review regional net- 
works compliance with criminal intelligence system operat- 
ing policies. 

Agency Comments/Action 

The Department of Justice disagreed with the need for the 
report’s recommendations and noted that no FY 1982 
funding has been proposed by the Administration. No ac- 
tion has been taken to date. 

Appropriations 

Federal law enforcement information system - Department 
of Justice 

Appropriations Committee Issues 

For FY’s 1980 and 1981, the Senate has inserted funds into 
the Department of Justice budget to continue funding of 
these programs. If this happens again in W 1982, the GAO 
report recommendations will need to be addressed. 
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DEPARTMENT OF JUSTICE 

The Bureau of Prisons’ Actions Since the Danbury Fire 
(GGD-81-52, 3-9-81) 

Budget Function: Administration of Justice: Federal Correctional Activities (0753) 
Leglslative Authority: National Fire Protection Association Life Safety Code 101. 

GAO surveyed the status of the efforts by the Bureau of 
Prisons to improve the fire safety programs at Federal insti- 
tutions. A comprehensive effort was initiated by the Bureau 
after a fatal fire in 1977 at the Danbury Federal Correctional 
institution. At the same time, GAO performed a limited as- 
sessment of the Bureau’s overall environmental health pro- 
gram. 
Findlngs/Conclustons: In 1978, the Bureau issued specific 
guidelines for institutions to follow in making fire safety im- 
provements to inmate housing. These guidelines specified 
the types of materials approved for walls, partitions, and 
ceilings: locks, signs, and doors to be used at building exits; 
and required alarms and protection systems in all living 
areas. The completion date was extended when officials 
learned that a great deal of confusion existed concerning 
the interpretation of the requirements. This confusion, cou- 
pled with limited funds, other demands on workers’ time, 
and difficulty in obtaining materials, resulted in the revision 
of the target completion date to July 1980. However, prog- 
ress has been noted. For example, the Bureau has involved 
local fire officials in institution safety programs. Safety offi- 
cers were routinely familiarizing local fire officials with their 
institutions’ layouts and structural conditions and seeking 
assistance with special problems. However, certain matters 
were noted that need attention, including the fact that: (1) 
institution safety officers could augment their technical 
knowledge by regularly taking advantage of outside exper- 
tise; (2) alternate safety officers are not being adequately 
trained; (3) trades foremen are not kept abreast of safety 
standards and product innovations, are not instructed in the 
proper use of specialized equipment, and are not aware of 
many Bureau safety requirements; and (4) more could be 
done to remedy safety hazards in community facilities. 
Recommendations: The Director of the Bureau of Prisons 
should direct that ail alternate safety officers be fully trained 

and given the opportunity to gain on-the-job experience so 
that they will be ready if it becomes necessary to call upon 
them in emergencies. The Director of the Bureau of Pris- 
ons should improve the ability of trades foremen to contrib- 
ute to the Bureau’s safety program. The foremen need 
technical training in safety standards and the use of special- 
ized equipment. The Bureau should also (1) disseminate its 
program statement for safety to ail those responsible for im- 
plementing it; (2) clarify its position on safety in the work- 
place: and (3) upgrade its efforts to monitor safety and sani- 
tation conditions in contractor-operated community facili- 
ties by developing standards for inspections performed by 
State and local agencies and requiring that the reports of 
such inspections be sent to the community program offi- 
cers. 

Agency Comments/Action 

The Bureau stated that it was revising Bureau policy to 
place greater emphasis on regular outside consultation in 
certain environmental health areas. it also recognized that 
initial and refresher training for alternate safety officers has 
been irregular and insufficient, but pointed out that re- 
sources for additional training have been limited in light of 
recent budget cuts. The Bureau stated that it would revise 
policy to define training requirements for these officers. 

Appropriations 

Federal prison system - Department of Justice 

Appropriations Committee issues 

The Committees should consider the efficient use of re- 
sources. 



DEPARTMENTOFJUSTICE 
Asset Forfeitare-A Seldom Used Tool in Combatting Drug Trafficking 
(GGD-H-51, 4-10-81) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legieiative Authority: Right to Financial Privacy Act of 1978. Controlled Substance Act. Confiscation Act (Civil War). RICO 
(Racketeer influenced and Corrupt Organization) Act. 

GAO reviewed the Department of Justice’s asset forfeiture 
program, described the extent to which forfeiture has been 
employed in narcotics cases, and discussed the problems 
limiting greater forfeiture use. 
FindWngs/Concluslon.s: Billions of dollars are generated an- 
nually by organized crime. These illicit profits and the assets 
acquired with them were the target of legislation passed to 
combat organized crime through forfeiture of assets. How- 
ever, assets obtained through forfeiture have been minis- 
cule. The Government has not exercised the kind of ieader- 
ship and management necessary to make asset forfeiture a 
widely used law enforcement technique. Justice has not 
given investigators or prosecutors the incentive or guidance 
to go after criminal assets. Emerging case law indicates that 
legislative changes are needed if investigators and prosecu- 
tors are to make meaningful attacks on the economic base 
of organized crime. Whether or not an improved asset for- 
feiture program will make a sizable dent in drug trafficking 
is uncertain. A successful forfeiture program could provide 
an additional dimension in the war on drugs by attacking 
the primary motive for such crimes, monetary gain. More 
forfeitures have not been realized because forfeiture stat- 
utes are ambiguous in some areas or incomplete and deli- 
cient in others, investigators and prosecutors are not given 
the guidance and incentive for pursuing forfeiture, and ac- 
cess to financial information may be limited. The Govern- 
ment lacks the most rudimentary information needed to 
manage the forfeiture effort. Justice is making efforts to 
remedy the matter by issuing guidance on the use of for- 
feiture statutes, analyzing in detail affected cases prosecut- 
ed since 1970, and preparing a manual on how to conduct 
financial investigations in drug cases. 
Recommendations: Congress should amend the criminal 
forfeiture provisions of the Racketeer Influenced and Cor- 
rupt Organizations (RICO) statute, 18 U.S.C. 1961 et seq., 

to: (1) make explicit provision for forfeiture of profits and 
proceeds that are (a) acquired, derived, used, or maintained 
in violation of RlCO or (b) acquired or derived as a result of 
a RICO violation; (2) authorize forfeiture of substitute assets, 
to the extent that assets forfeitable under RICO (a) cannot 
be located, (b) have been transferred, sold to, or deposited 
with third parties, or (c) have been placed beyond the gen- 
eral territorial jurisdiction of the United States. This authori- 
zation would be limited to the value of the assets described 
in (a), (b), and (c) above; and (3) clarify that interests forfeit- 
able under RICO include assets illicitly derived, maintained, 
or acquired that are held or owned in an individual capacity 
by defendants convicted of using a de facto 
association/enterprise to violate RICO. The Attorney Gen- 
eral should evaluate the workability of current forfeiture pro- 
cedures and take the appropriate steps to effect any neces- 
sary revisions. The Attorney General should direct Justice’s 
Criminal Division to analyze on a continuing basis the extent 
to which forfeiture statutes are used and the reasons for 
their success or failure. When problems restricting forfeiture 
use are identified, the Criminal Division should propose 
solutions, whether or not they involve administrative or ieg- 
isiative action. 

Agency Comments/Action 

The Department of Justice has taken several actions to im- 
prove the Government’s ability to pursue forfeiture. Legisla- 
tion has been introduced in both the Senate (S. 1126) and 
the House (H.R. 4110) which tracks the legislative package 
recommended. GAO believes this legislation should be 
enacted. 

Appropriations 

Salaries and expenses - Department of Justice 
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DEPARTMENTOFJUSTICE 

EXECUTIVE OFFICE FOR UNITED STATES ATTORNEYS 
FEDERAL BUREAU OF INVESTIGATION 

From Quad@ to Quality: Changing FBI Emphasis on Interstate Property Crimes 
(GGD-80-43, j-8-80) 

Budget Functfon: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: S. 1214 (96th Cong.). 18 U.S.C. 659. 18 U.S.C. 231 l-2313. 18 U.S.C. 2314. 

The Federal Bureau of Investigation (FBI) has recognized 
that with its limited resources it could never adequately in- 
vestigate all crimes within its jurisdiction. Thus in 1975, the 
FBI implemented a quality over quantity concept in case 
workload to eliminate marginal investigations or matters 
not warranting Federal attention. To achieve its strategy of 
concentrating on quality cases, the FBI must rely on State 
and local police and prosecutors. 
Findings/Conclusions: Although Justice Department poli- 
cymakers clearly support the quality over quantijl strategy, 
it has not been effectively integrated into the day-to-day 
operations of FBI field offices and U.S. attorneys’ offices. 
Statistics showed that in 253 of the 467 sample cases, the 
FBI never attempted to coordinate with the State/local PO- 
lice. Also, 56 percent of the cases were closed or declined 
because of no Federal violation. Moreover, in the property 
crimes area, conflicting requirements and a lack of reliance 
on State/local assistance have perpetuated the heavy load 
of nonquality unproductive cases for the FBI. Currently, the 
FBI believes it should concentrate its investigations on inter- 
state shipment thefts and interstate transportation of stolen 
property to quality cases over $50,000. However, U.S. attor- 
neys have prosecutive guidelines that require FBI involve- 
ment in offenses that exceed $5,000, the amount estab- 
lished by law as being a Federal offense. Thus, although 
limiting FBI involvement in cases where Federal jurisdiction 
is lacking or uncertain is a readily accepted goal, it is not 
easily implemented. 
Recommendations: The Attorney General, Department of 
Justice, should: (1) direct U.S. attorneys to change their 
prosecutive policies for property crimes to agree with FBI 
quality criteria; (2) determine corrective actions needed to 
establish or properly administer permanent Federal-State 
Law Enforcement Committees in each State; and (3) re- 
quire that the FBI refer to the appropriate local authorities 

the property cases it closes and those which U.S. attorneys 
decline for prosecution involving violations of local laws. 
Additionally, the Attorney General should require the FBI to: 
(1) minimize FBI involvement in property crimes not war- 
ranting a Federal presence by developing guidelines that 
stress greater reliance on State and local law enforcement 
agencies; (2) maximize its efforts against major interstate 
property crimes by more aggressively identifying and inves- 
tigating top property criminals; and (3) revise its quality cri- 
teria to exclude cases where Federal jurisdiction is uncer- 
tain. Congress should strike the reference to $5,000 from 
the statute governing the interstate transportation of stolen 
property so that Federal jurisdiction can be directed to 
those offenses where an expenditure of Federal resources 
would have the most impact on the Nation’s property crime 
problem. 

Agency Comments/Action 

No action had been taken on the recommendations as of 
September 30, 1981. 

Appropriatlons 
Salaries and expenses/criminal, security, and other investi- 
gations - Department of Justice, Federal Bureau of Investi- 
gation 
Salaries and expenses/US. attorneys - Department of Jus- 
tice, Executive Office for United States Attorneys 

Approprlatlons Commlttee Issues 

The $5,000 reference in the statute governing the interstate 
transportation of stolen property should be struck. Greater 
reliance on State and local law enforcement agencies needs 
to be stressed. 

362 



DEPARTMENTOFJUSTICE 

EXECUTIVE OFFICE FOR UNITED STATES ATTORNEYS ’ 
FEDERAL BUREAU OF INVESTIGATION 

From Quantity to Quality: Changing FBI Emphasis on Interstate Property Crimes--A Supplement 
(GGD-80-43(A), g-14-80) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (075 1) 

This supplement to an earlier GAO report contains the De- 
partment of Justice’s comments on the GAO analysis. The 
Department supported the GAO recommendation to 
change the legislation but has taken issue with the remain- 
ing findings, conclusions, and recommendations. They 
gave no indication that substantial changes would be forth- 
coming in either prosecutive or investigative policies and 
practices. GAO believes that existing Federal policies and 
practices insure that the Federal Bureau of Investigation 
(FBI) will continue to handle many nonquality property 
crime matters without solution andfor prosecution. They 
will be duplicating the work of State/local law enforcement 
agencies contrary to the cause of improving relationships 
with such agencies. GAO believes that their original recom- 
mendations are still valid after evaluating the Department’s 
comments. 
Findings/Conclusions: The FBI has recognized that, with its 
limited resources, it could never adequately investigate all 
crimes within its jurisdiction. They implemented procedures 
in case workload to eliminate marginal investigations or 
matters not warranting Federal attention. To concentrate on 
quality cases, they must rely on State and local police and 
prosecutors. The program has not been effectively integrat- 
ed into day-to-day operations of FBI field offices and U.S. 
attorneys’ offrces. Conflicting requirements and a lack of re- 
liance on State/local assistance work to perpetuate the 
heavy load of low priority unproductive cases. Department 
of Justice officials disagree about the types of cases the FBI 
should be involved in from the outset and those that should 
be left to local authorities. In a GAO study of FBI field office 
operations, only 14 percent of the cases investigated result- 
ed in the FBI recovering stolen property and 93 percent 
were not prosecuted. The FBI will not fully achieve a quality 
property crime caseload until U.S. attorneys’ prosecutive 
policies and FBI investigative priorities are coordinated. Im- 
proved coordination between the FBI and State/local law 
enforcement agencies is needed to determine the ap- 
proprate role of each in the initial investigation of properly 
crimes. By concentrating resources on major interstate 

property thefts, the Government is much more likely to 
prosecute major property criminals and thieves and recover 
substantial amounts of stolen property. 
Recommendations: The Attorney General should direct U.S. 
attorneys to change their prospective policies for property 
crimes to agree with FBI quality criteria. The Attorney Gen- 
eral should require the FBI to: minimize its involvement in 
property crimes not warranting a Federal presence by 
developing guidelines that stress greater reliance on State 
and local law enforcement agencies; maximize its efforts 
against major interstate property crimes by more aggres- 
sively identifying and investigating top property criminals; 
and revise its quality criteria to exclude cases where Federal 
jurisdiction is uncertain. Congress should strike the refer- 
ence to $5,000 from the statute governing the interstate 
transportation of stolen property so that Federal jurisdiction 
can be directed to those offenses where an expenditure of 
Federal resources would have the most impact on the 
Nation’s property crime problem. 

Agency Comments/Action 

No action has been taken on the basis of the recommenda- 
tions. 

Appropriations 

Salaries and expenses/criminal, security and other investi- 
gations - Department of Justice, Federal Bureau of Investi- 
gation 
Salaries and expenses/U.S. attorneys - Department of Jus- 
tice, Executive Office for United States Attorneys 

Appropriations Committee Issues 

The $5,000 reference in the statute governing the interstate 
transportation of stolen property should be struck. Greater 
reliance on State and local law enforcement agencies needs 
to be stressed. 
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DEPARTMENTOFJUSTICE 

FEDERAL BUREAU OF INVESTIGATION 

Special Agents Should Be Phased Out as FBI Crime Laboratory Examiners 
(GGD-80-60, 7-18-80) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 

Within the criminal justice community, the high costs of the 
special pay and retirement benefits granted to law enforce- 
ment officers have prompted analysis of the need for offr- 
cers to staff support positions. The Federal Bureau of Inves- 
tigation (FBI) crime laboratory represents an untapped op- 
portunity to achieve economies by replacing special agents 
with civilian examiners. Of the four major Federal crime la- 
boratories, only the FBI uses special agents as laboratory 
examiners. The FBI believes that special agent examiners 
bring an extra dimension to the analysis of physical evi- 
dence. It claims that agent/examiners provide superior ex- 
amination services, make better court witnesses, and per- 
form better field support functions. These views are not fully 
shared by the heads of other Federal laboratories; nor are 
they supported by the users of the laboratories, the majority 
of the examiners, and Federal prosecutors. 
Findings/Conclusions: While having special agents as ex- 
aminers has some benefits, the benefits are largely intangi- 
ble and infrequent and, therefore, do not outweigh the ad- 
ded costs. Specifically, GAO found that: (1) officials at other 
Federal laboratories believed the use of agent/examiners 
was not essential; (2) laboratory examiners, FBI 
agent/examiners included, did not believe that investigative 
experience was useful in performing the majority of physical 
evidence analyses, and investigative experience did not alter 
the nature of laboratory examinations; (3) investigators who 
used Federal laboratories were equally satisfied with the 
services provided by all laboratories; (4) Federal prosecu- 
tors believed examiners from all Federal laboratories pro- 
vided effective court testimony; and (5) FBI 
agent/examiners rarely performed field investigative sup- 
port. The FBI laboratory is concerned that civilian staffing 
would lead to personnel turnover, resulting in an unstable 
workforce and high training costs. However, other Federal 
crime laboratories report no problems in retaining person- 

nel. Finally, the use of special agent personnel imposes sig- 
nificant additional costs compared to civilian personnel. 
These costs arise because criminal investigators are usually 
higher graded and receive special retirement benefits. GAO 
estimates that annual cost savings of over $500,000 are 
possible. Firm estimates of the potential cost savings 
depend on decisions regarding staffing and compensation. 
Recommendations: The Attorney General should direct the 
FBI to develop and implement a plan leading to the orderly 
transition to a civilian workforce in the FBI crime laboratory. 
Such a plan would necessarily include a position classifica- 
tion and staffing study, and it would be useful to request the 
services of the Justice Department’s Position Classification 
and Pay Management Group, or the Office of Personnel 
Management’s Agency Compliance and Evaluation Group. 
Both groups have expertise in performing classification 
studies and in developing cost estimates for alternative 
staffing practices. 

Agency Comments/Action 

The Department of Justice recognized that some cost sav- 
ings could be effected. However, it does not believe that 
such savings warrant a change from the current proven sys- 
tem. 

Appropriations 

Forensic services - Department of Justice, Federal Bureau 
of Investigation 

Appropriations Committee Issues 

By phasing out its special examiners in favor of a civilian 
workforce, the FBI could reduce its spending. The Commit- 
tees should monitor the action of the FBI on this issue. 
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DEPARTMENT OF JUSTICE 

FEDERAL BUREAU OF INVESTIGATION 

Faster Processing of DOD Personnel Security Clearances Could Avoid Millions in Losses 
(GGD-81-105, 9-15-81) 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: Executive Order 12065. 

As part of a continuing review, GAO reported on the delays 
in the processing of security clearances for the Department 
of Defense (DOD) and contractor personnel. These delays 
are costly and increase the risks to national security. This is 
the sixth in a series of reports reviewing the protection of 
national security information. In accordance with Executive 
Order 12065, national security information is classified at 
three levels--top secret, secret, and confidential. To obtain a 
clearance, several types of investigations are necessary. 
These include a background investigation and a national 
agency check which includes an examination of criminal 
and security files at the Federa! Bureau of Investigation 
(FBI) and other Federal agencies. 
Findings/Conclusions: Requests for security clearances in- 
creased approximately 18 percent between 1978 and 1980, 
and estimates for 1981 and subsequent years show a con- 
tinuing increase. Although DOD standards for processing 
requests for background investigations and national agency 
checks are 90 and 30 days, respectively, as of May 1981, in- 
dustry requests for clearances were taking an average of 
220 and 103 days, respectively. GAO estimated that the de- 
lays in processing DOD requests could cost about $580 
million in 1982. Furthermore, in July 1981, the Secretary of 
Defense was notified that clearance delays resulted in costly 
slippage in initiation or schedules of classified contracts and 
some degradation of operational readiness. The urgency of 
some of the programs and the extensive delays in obtaining 
clearances have forced DOD to issue an increasing number 
of interim clearances. These clearances are followed at a 
later date by background investigations and national agen- 
cy checks. Some inte:im clearances have been revoked be- 
cause the subsequent investigations disclosed derogatory 

information. GAO believes that the increase in the use of in- 
terim clearances increases the risks to national security. 
The size of the Defense Investigative Service making investi- 
gations required for top secret and secret clearances has 
not kept pace with the increase in clearance requests. GAO 
believes that additional investigators and support staff are 
needed to reduce the time involved in obtaining a clear- 
ance. 
Recommendations: The Secretary of Defense should repro- 
gram the 1982 budget to provide the autho:ity to the De- 
fense Investigative Service to hire the additional personnel 
needed to expedite the investigation and processing of per- 
sonnel security clearances. The Attorney General should 
request, and the Director, Office of Management and Budg- 
et, should approve authority for the FBI to increase the 
number of personnel in the Identification Division. The At- 
torney General should expedite the implementation of the 
proposed automation program in the Identification Division. 

Agency Comments/Action 

The Department of Defense has programmed for 200 of 
the additional investigators needed by the Defense Investi- 
gative Service. 

Appropriations 

Fingerprint identification - Department of Justice, Federal 
Bureau of Investigation 
Personnel security clearances - Defense Investigative Serv- 
ice 
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DEPARTMEMT OF LABOR 

Department of Labor Has Failed To Take the Lead in Promoting Private Sector Productivify 
tAFiVD-81-10, IZ-4-W) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Labor Management Cooperation Act of 1978. Comprehensive Employment and Training Act of 
1973. Executive Order 12089. 

Productivity improvement is a critical factor underlying eco- 
nomic growth and prosperity. The National Productivity 
Council is directed to act as a focal point in the executive 
branch for efforts to improve productivity in the private and 
public sectors of the economy. The Department of Labor 
has been directed to provide Federal leadership in produc- 
tivity growth through improvement and innovative utilization 
of employee skills and capabilities, protection and improve- 
ment of the quality-of working life in conjunction with pro- 
ductivity improvement, and labor-management coopera- 
tion in productivity growth. 
Findings/Conclusions: GAO found that the Department of 
Labor has done very little to fulfill this leadership mandate 
because of the low priority which it assigned to this respon- 
sibility. Its existing, legislatively mandated programs do not 
have a direct focus on productivity, and it has developed no 
new programs In response to the President’s directive. 
Labor’s failure to respond to the President’s directive and 
provide leadership has hampered Federal efforts to im- 
prove private sector productivity. Because there are no 
funds in Labor’s annual appropriation specifically ear- 
marked for implementation of productivity improvement, 
Labor must use general funds from other programs for this 
program. 
Recommendations: Congress should enact the following 
provisions into law. The Secretary of Labor shall establish 
an organizational unit at the Assistant Secretary level to 
serve as a focal pornt for Federal efforts to increase produc- 
tivity within the private sector through more effective use of 
human resources, while at the same time protecting and 
promoting the economic and social well-being of workers. 
The organizational unit will (1) develop, monitor, and up- 
date a Department-wide human resource productivity plan: 
(2) coordinate productivity programs within the Department 
and among departments and agencies with human re- 
sources productivity programs; (3) monitor and evaluate 
the productivity impact of Department of Labor programs; 
(4) provide liaison with the private sector organizations con- 
cerned with human resources productivity; and (5) support 
research, rnformation dissemination, and technical and 
financial assistance for private sector efforts to enhance hu- 
man resources productivity. The Secretary of Labor should 
assign specific leadership responsibilities to agencies within 
the Department. The Secretary of Labor should establish 

an ad hoc group within the Department to assess program 
needs; consult with business, labor, and academic leaders 
to determine appropriate actions for the Department to take 
to improve productivity; define program goals and objec- 
tives, plan implementation; and recommend organizational 
changes for the Department. The Secretary of Labor 
should create a focal point at the Assistant Secretary level to 
prepare specific program goals and objectives, to coordi- 
nate and monitor the Department’s programs, and to coor- 
dinate programs with other agencies. 

Agency Comment&Action 

In its response under Section 236 of the Legislative Reor- 
ganization Act of 1970, the Department of Labor concurred 
with the GAO recommendations to the Secretary of Labor, 
but has taken no action to implement them. The Depart- 
ment maintains that it has addressed its assigned responsi- 
bilities under the memorandum implementing Executive 
Order 12089. The Department has stated that assignments 
have been carried out and that it is fulfilling its productivity 
leadership mandate through existing programs. 

Appropriations 

Private sector productivity and quality of working life activi- 
ties - Department of Labor 

Appropriations Committee Issues 

The Department of Labor has not implemented its leader- 
ship role as directed by the President under Executive Order 
12089 because of the low priority assigned to this responsi- 
bility by the Department. The low priority is best demon- 
strated by the fact that Labor has neither requested specific 
funding for this effort in its annual appropriation nor used 
funds available from other programs. To encourage Labor 
to place more emphasis on productivity improvement, 
Congress should enact legislation to hold the Secretary of 
Labor accountable for the results of the Department’s pro- 
ductivity efforts. This issue was discussed on September 9, 
1981, during hearings on the Human Factor in Innovation 
and Productivity before the Subcommittee on Science and 
Technology, House Committee on Science and Technolo- 
sY* 



DEPARTMENTOFLABOR 
Measurement of Homeowner-ship Costs in the Consumer Price index Should Be Changed 
(PAD-81 -12, 4-16-81) 

Budget Function: Education, Training, Employment and Social Services: Other Labor Services (0505) 

Many economists, members of Congress, and others have 
questioned whether the consumer price index (CPI) as 
presently constructed by the Department of Labor’s Bureau 
of Labor Statistics (BLS) is an appropriate measure of the 
rate of price change for the uses to which it is put. In partic- 
ular, they have charged that the present method of measur- 
ing homeownership costs does not accurately reflect the 
rate of price change experienced by homeowners in paying 
for their housing. GAO determined the validity of these con- 
cerns and evaluated alternative methods of measuring 
changes in homeownership costs in the CPI. 
Findings/Conclusions: Homeownership costs have a rela- 
tive importance of about 23 percent in the CPI. The present 
homeownership component of the CPI measures changes 
in the cost of purchasing, financing, and maintaining 
houses. Because of its emphasis on these cost changes the 
CPI homeownership component does not measure either 
the average change that all homeowners experience or the 
change in cost for an average homeowner. In addition, the 
present approach to measuring homeownership costs al- 
lows no logical determination of the weight assigned to ex- 
penditures on housing in calculating the overall CPI. User 
cost and nominal outlays are two widely discussed concep- 
tual approaches to measuring the cost of consuming hous- 
ing services. The user approach measures full economic 
costs of consuming housing services. The nominal outlays 
method includes only out-of-pocket expenses, not the full 
economic costs that homeowners incur. Rental equivalence 
and a user cost index are two methods of measuring user 
cost. Rental equivalence views the user as the rental income 
that homeowners forgo by residing in their houses rather 
than renting them to others. Both the rental equivalence 
and nominal outlays approaches to measuring the cost of 
consuming owner-occupied housing services have sub- 
stantial merit. BLS currently publishes five experimental 
measures of CPI in which homeownership costs are meas- 
ured by rental equivalence, user cost indexes, and nominal 
outlays. 
Recommendations: Congress should rely on the revised 
CPI-U in forming economic policy and amend the legisla- 
tion, if necessary, to use the revised CPI-U as the index by 

which Social Security payments, Civil Service and other 
Government retirement pensions, and other entitlement 
and transfer programs indexed in the CPI are adjusted. The 
Appropriations committees of Congress should consider 
favorably any Bureau of Labor Statistics requests for addi- 
tional funds for the purpose of modifying the homeowner- 
ship components of the CPI as GAO has recommended. 
The Secretary of Labor should determine that the existence 
of long term contracts incorporating CPI-W and a 
widespread desire among private sector groups to have 
available an index of consumer prices using the present ap- 
proach provide sufficient reasons for maintaining such an 
index. The Secretary of Labor should direct the Commis- 
sioner of the BLS to amend indexes of consumer prices 
published by BLS by substituting a flow-of-sewices ap- 
proach to measuring the cost of consuming owner- 
occupied services for the present method of measuring 
homeownership costs. 

Agency Comments/Action 

In compliance with section 236 of the Legislative Reorgani- 
zation Act of 1970, the BLS Commissioner wrote a letter to 
the Acting Comptroller General, as well as the appropriate 
congressional committees, in which it said that BLS is re- 
questing funds to continue research on the rental e- 
quivalency method of measuring homeownership costs, 
one of the two methods which GAO suggested had merit. 

Appropriations 

Consumer Price index - Department of Labor, Bureau of 
Labor Statistics 

Appropriations Committee Issues 

Since BLS did not request funds to change the CPI as GAO 
recommended, the Committees will not have to act on 
them. However, approving funds for further BLS develop- 
ment of a rental equivalency measure would be consistent 
with the GAO recommendation. 
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DEPARTMENT OF LABOR 

Stronger Federal Efforts Needed for Providing Employment Opportunities and Enforcing Labor Standards In 
Sheltered Workshops 
(HRD-81-99, g-28-81) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authorlty: Rehabilitation, Comprehensive Services and Developmental Disabilities Amendments of 1978 (P.L. 
95-602; 42 U.S.C. 1382(d); 42 USC. 1397 et seq.: P.L. 93-112; 29 U.K. 701 et seq.; P.L. 90-526; P.L. 92-595; P.L. 
96-302; 15 U.S.C. 636(h); P.L. 89-286; 41 U.S.C. 351 et seq.; P.L. 74-846; 41 USC. 35 et seq.; P.L. 91-596; 29 U.S.C. 251 
et seq.: 92 Stat. 2955: 87 Stat. 355; 82 Stat. 1064; 86 Stat. 1314; 94 Stat. 839; 79 Stat. 1034; 49 Stat. 2036; 84 Stat. 1590). 
Comprehensive Employment and Training Act of 1973 (P.L. 93-203; 87 Stat. 839). Fair Labor Standards Act of 1938 (P.L. 
75-718; 29 USC. 201 et seq.; 52 Stat. 1060). Fair Labor Standards Amendments of 1966 (P.L. 89-601; 80 . Stat, 830). 
Wagner-O’Day Act (Handicapped-Made Products, Government Purchase) (41 U.S.C. 46 et seq.; P.L. 92-28; 85 Stat. 77). 
Mental Retardation Facilities and Community Mental Health Centers Construction Act (P.L. 88-l 64; 77 Stat. 282). Develop- 
mental Disabilities Services and Facilities Construction Amendments of 1970 (P.L. 91-5 17; 42 U.S.C. 6001; 84 Stat. 13 16). 
Social Security Amendments of 1965 (42 USC. 422 et seq.). Social Security Amendments of 1967. Social Security 
Amendments of 1972. Social Security Amendments of 1974. Vocational Rehabilitation Act of 1973. Vocational Education 
Act. Small Business Investment Act Amendments of 1972. Small Business Amendments of 1980. Service Contract Act of 
1965. Walsh-Healey Act (Government Contracts). Occupational Safety and Health Act of 1970. Portal-to-Portal Act of 1947. 
Internal Revenue Code (IRC). 29 C.F.R. 775.2. P.L. 89-333. National League of Cities v. Usery, 426 U.S. 833 (1976). H. Rept. 
92-228. 18 U.S.C. 4121. 26 U.S.C. 170. 26 U.S.C. 2055. 26 USC. 2522, 79 Stat. 1282. 

Sheltered workshops, established at the State and local lev- 
els, provide both training and employment for the physically 
and mentally handicapped. GAO was asked to review the 
role of sheltered workshops in (1) employing the handi- 
capped, and (2) operating in the competitive business com- 
munity. GAO focused primarily on the administration and 
enforcement of the Fair Labor Standards Act’s provisions 
relating to handicapped workers employed in the sheltered 
workshops and the administration of the federally spon- 
sored procurement program established by the Wagner- 
O’Day Act. 
Flndings/Concluslons: The Fair Labor Standards Act au- 
thorizes Labor to issue special certificates to sheltered 
workshops for employing handicapped workers at wage 
rates lower than the minimum wage. Special exemptions 
are needed to prevent possible curtailment of employment 
opportunities for handicapped workers who are not able to 
produce at the subminimum wage rate. The majority of 
sheltered workshop workers are now paid based on their in- 
dividual productivity and, if the Federal subminimum wage 
requirement were eliminated, the workshops would still be 
required to base the workers’ wages on individual produc- 
tivity. Elimination of the requirement would permit Labor to 
simplify the process for certifying the eligibility of sheltered 
workshops to pay handicapped workers less than the 
minimum wage. Enforcement of Federal labor standards 
needs to be strengthened. The Act’s provisions concerning 
wages based on handicapped workers’ individual produc- 
tivity cannot be enforced by Labor if the resulting wage rate 
exceeds the statutory minimum. Also, employment oppor- 
tunities for the handicapped under the program are not 
adequately evaluated. Federal laws may provide a competi- 
tive advantage for sheltered workshops over private 
businesses. However, the workshops generally incur added 
costs which may offset the effect of whatever competitive 
advantages a workshop may receive. 
Recommendations: Congress should amend the Fair Labor 
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Standards Act to eliminate the provision that handicapped 
persons who are employed under special Labor certificates 
in sheltered workshops must not be paid less than 50 per- 
cent of the statutory minimum wage. Congress should 
consider amending the Fair Labor Standards Act to extend 
Labor’s authority for enforcing the provision that a handi- 
capped worker’s wages must be commensurate with those 
paid nonhandicapped workers. Congress should amend 
the Wagner-O’Day Act to require that the Committee for 
Purchase from the Blind and Other Severely Handicapped 
notify directly affected suppliers of the Committee’s intent 
to consider the suitability of a product or service for pro- 
curement from a sheltered workshop. Congress should 
consider requesting the Committee for Purchase from the 
Blind and Other Severely Handicapped to assess its over- 
sight responsibilities and provide Congress with an estimate 
of the resources needed for an adequate level of Federal 
oversight. Congress should amend the Wagner-O’Day Act 
to require that sheltered workshops meet a specific stand- 
ard for the percentage of handicapped direct labor hours on 
all commodities produced and/or services provided under 
the program. Specifically, the Act’s 75-percent requirement 
for measuring a workshop’s program eligibility should be a- 
dopted as the standard because it appears to provide a rea- 
sonable basis for assessing whether the employment op- 
portunities created by the program are used primarily for 
handicapped workers. Congress should amend the 
Wagner-O’Day Act to recognize that employment oportuni- 
ties created by the program should be used, to the max- 
imum extent, for preparing handicapped persons to engage 
in competitive employment outside the workshop. The 
Secretary of Labor should decide whether the requirements 
of the Fair Labor Standards Act should be applied to public- 
ly operated sheltered workshops. The Secretary of Labor 
should strengthen management control over the planning, 
implementation, and evaluation of the investigating process 
for sheltered workshops’ compliance with the requirements 



of the Fair Labor Standards Act by: (1) requiring regional 
and area offices to specify a level of staff resources for mak- 
ing workshop investigations; and (2) designating specific 
compliance officers in each regional or area office to 
develop expertise for making workshop investigations. The 
Secretary of Labor should establish management controls 
for assuring that sheltered workshop investigations are 
made on a uniform basis nationwide. Each investigation 
should include all analyses needed to determine a 
workshop’s compliance with the Fair Labor Standards Act’s 
requirements, including examinations of the: (1) production 
standards used for establishing piece rates; (2) productivity 
evaluations used for establishing hourly wage rates; (3) pro- 
cedures used to determine and document prevailing wage 
rates: (4) systems used to develop and maintain individual 
productivity records, time studies, performance evaluations, 
and records of total hours worked; and (5) procedures used 
for increasing individual wage payments to comply with the 
terms and conditions of a special certificate. The Chairman 
of the Committee for Purchase from the Blind and Other 
Severely Handicapped should establish procedures for veri- 
fying the accuracy of the reports submitted by the 
workshops for the number of direct labor hours worked by 
handicapped and nonhandicapped workers. The Chairman 
of the Committee for Purchase from the Blind and Other 
Severely Handicapped should establish procedures for eval- 
uating the adequacy of the commission rate and the com- 
missions received by the central nonprofit agencies. The 
Chairman of the Committee for Purchase from the Blind 
and Other Severely Handicapped should revise the Federal 
regulations and Committee procedures to require that each 
participating sheltered workshop submit information on the 
estimated direct labor hours for handicapped and nonhan- 
dicapped workers for each action proposing the addition to 
the procurement list of a product or group of products or a 
service. The Chairman of the Committee for Purchase from 
the Blind and Other Severely Handicapped should revise 
the Federal regulations and Committee procedures to re- 
quire that each participating sheltered workshop report the 
placements into competitive employment attributable to the 
employment opportunities created by the Javits-Wagner- 
O’Day Program. The Chairman of the Committee for Pur- 
chase from the Blind and Other Severely Handicapped 
should establish a system for monitoring the percentage of 
total direct labor hours performed by handicapped and 
nonhandicapped workers in each participating workshop in 
the production of commodities or provision of services 
under the Javits-Wagner-O’Day Program. As a minimum, 
the system should require that each participating sheltered 
workshop submit information in its annual report showing 
the total direct labor hours for handicapped and nonhandi- 
capped workers for all products produced and/or services 
provided to the Federal Government under the Javits- 
Wagner-O’Day Program. 

riate action to implement most of them. The Committee for 
Purchase from the Blind and Other Severely Handicapped 
agreed with some of the recommendations and proposed 
action to implement them. At a September 28, 1981, press 
conference announcing the publishing of the report, Repre- 
sentative Barry M. Goldwater, Jr. stated his intention to in- 
troduce legislation to implement the recommendations 
directed to Congress. These recommendations included 
those with which the Committee for Purchase from the 
Blind and Other Severely Handicapped disagreed. 

Appropriations 

Minimum wage - Department of Labor, Employment 
Standards Administration 
Javits-Wagner-O’Day Program - Committee for Purchase 
from the Blind and Other Severely Handicapped 

Appropriations Committee Issues 

The Committees should be concerned that the rules and re- 
gulations for administering the Javis-Wagner-O’Day Pro- 
gram are strengthened so that the program’s goals and ob- 
jectives are achieved efficiently and effectively. 

Agency Comments/Action 

The Department of Labor generally agreed with GAO 
recommendations and indicated that it would take approp- 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Unemployment Insurance: Need To Reduce Unequal Treatment of Claimants and Improve Benefit Payment Con- 
trols and Tax Collections 
(HRD-78-1, 4-5-78) 

Budget Function: Income Security: Unemployment Insurance (0603) 
Legislative Authority: Social Security Act (42 U.S.C. 501). Wagner-Peyser Act (29 USC. 49). Federal-State Extended 
Unemployment Compensation Act of 1970 (P.L. 91-373, title II; 26 U.S.C. 3304). Emergency Unemployment Compensa- 
tion Act of 1974 (P.L. 93-572; 26 U.S.C. 3304). Tax Reduction Act of 1975. Emergency Unemployment Compensation Ex- 
tension Act of 1977. Emergency Jobs and Unemployment Assistance Act of 1974. Federal Unemployment Tax Ad P.L. 
94-12. title Vll. P.L. 95-19. P.L. 93-567. 26 U.S.C. 3301. 29 U.S.C. 961. 

Unemployment insurance primarily provides temporary 
protection for qualified workers who lose jobs, until they can 
either be rehired or find new employment. Although 
Federal involvement has increased, program administration 
varies among jurisdictions, resulting in unequal treatment 
of claimants and in substantial costs to the unemployment 
insurance program. 
Findings/Conclusions: There are no uniform standards to 
determine who is eligible for unemployment insurance 
benefits and what amounts can be received. Greater effort is 
needed to assure that claimants look for work. Control of 
overpayments is weak, and improvements are needed to re- 
cover overpayments. Improvements are also needed in 
measuring payment timeliness and in tax collection efforts. 
Recommendations: Congress should establish uniform eli- 
gibility standards and methods for determining benefit 
amounts so that all claimants are treated equally. The 
Secretary of Labor should: disseminate results of new work 
test procedures which have been successful; encourage jur- 
isdictions to establish special work test units; encourage jur- 
isdictions to implement wage reporting to assure that data 
are available in all jurisdictions to identify overpayments 
through crossmatching; take appropriate steps to en- 
courage jurisdictions to adopt the model crossmatch sys- 
tem; encourage jurisdictions to establish programs to 
detect overpayments to various groups of individuals, such 
as full-time students; encourage jurisdictions to develop 
and implement more aggressive techniques for recovering 
overpayments; revise regulations so that all jurisdictions 
measure timeliness and are evaluated in the same way; 
develop timeliness standards for payments made to ex- 
service personnel and Federal employees; encourage jur- 
isdictions to adopt laws that provide agency officials with 

adequate authority to collect taxes; and require jurisdictions 
to develop and use more aggressive tax collection tech- 
niques. 

Agency Comments/Action 

Labor generally agreed with the GAO recommendations 
and plans to implement them. Labor disagreed, however, 
with the recommendation to Congress that it establish uni- 
form eligibility standards and methods for determining 
benefit amounts so that all unemployment insurance 
claimants are treated equally. Labor said that although it be- 
lieved some State law provisions produce inequitable 
results, it did not agree that the solution is uniform eligibility 
standards and methods of determining benefits amounts. 
No congressional or agency action had been taken as of 
September 30, 1981, 

Appropriations 

Grants to States for unemployment insurance and employ- 
ment services - Department of Labor, Employment and 
Training Administration 

Appropriations Committee Issues 

Congressional action is needed to establish uniform eligibil- 
ity standards and methods for determining unemployment 
insurance benefit amounts. Implementation of this recom- 
mendation would assure uniform eligibility of claimants, 
However, differences in benefit amounts payable among 
the States will continue. GAO believes that implementation 
of this recommendation would achieve a desirable goal. 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Job Corps Should Strengthen Eligibility Requirements and Fully Disclose Performance 
(HRD-79-60, 7-9-79) 

Budget Function: Education, Training, Employment and Social Services (0504) 
Legislative Authority: Comprehensive Employment and Training Act of 1973. 

To determine whether the Job Corps effectively enhances 
the employability of its target population, GAO reviewed 
data and visited some 12 Job Corps centers, selected re- 
cruitment and placement agencies, and other training pro- 
grams serving the disadvantaged. 
Findings/Conclusions: The Job Corps program has serious 
problems including the following: (1) little assurance exists 
that the Job Corps is serving only youths who need to be re- 
moved from their environment as the Congress intended; 
(2) inadequate criteria for determining a placement rate and 
questionable placement data allow the Corps to depict the 
program in a very favorable light, but the rate does not pro- 
vide adequate information to properly assess effectiveness; 
and (3) based on initial steps taken to determine the Corps’ 
long-term impact on earnings, graduates, while earning 
more than nongraduates, do not earn enough to break the 
poverty cycle. 
Recommendations: The Secretary of Labor should establish 
specific guidelines in accordance with Congressional intent 
to enable recruiters to identify youths who need a residential 
program to successfully participate in training; monitor to 
see that reruiters properly determine eligibility and give ap- 
plicants a full understanding of the program and informa- 
tion on what will be expected of them; if monitoring is inef- 
fective, determine the feasibility of a uniform intake process 
to serve all Labor employment and training programs for 
youths; and explore the use of vocational skills aptitude test- 
ing as part of the recruiting process. Regarding placements, 
the Secretary should compute and report to the Congress 
additional placement information, including a placement 
rate based on the total number of terminees. The rate 
should be accompanied by analysis to distinguish between 
full- and part-time employment. He should revise the place- 
ment definintion to include requirements that a placement 
(1) be counted only for those who spend a minimum 
amount of time in Job Corps, (2) be made within a 
prescribed maximum amount of time following termination, 

and (3) be effective for a prescribed minimum amount of 
time. He should also require that Job Corps randomly vali- 
date reported placements. Furthermore, the Secretary 
should evaluate Job Corps’ impact on terminees’ long-term 
earnings. 

Agency Comments/Action 

Although Labor advised congressional committees that it 
agrees with most of the recommendations, it does not ap- 

. . . . pear that Labor plans to establish specific elrgrbrlrty guide- 
lines. Unless such guidelines are established, eligibility 
determinations are not very meaningful, and Labor cannot 
demonstrate that Job Corps is serving only those needing 
this costly last resort program. Labor has reported that it 
has taken steps to shorten the length of time between ter- 
mination and the acceptance of a placement report. Howev- 
er, Labor disagreed with the GAO recommendation to re- 
vise the placement definition. Until Labor changes the de- 
finition, the placement rate, which is a principal measure of 
program effectiveness, will continue to be overstated and 
misleading. 

Appropriations 

Job Corps - Department of Labor, Employment and Train- 
ing Administration 

Appropriations Committee Issues 

To assure that program funds are spent in accordance with 
congressional intent, the Committees should require Labor 
to demonstrate, through tightened eligibility requirements, 
that Job Corps serves only youths who need to be removed 
from their environment. Also, when determining the proper 
funding level for Job Corps, the Committees should require 
Labor to portray its impact realistically through a revised 
placement definition. 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Unemployment Insurance - inequities and Work Disincentives in the Current System 
(HRD-79-79, 8-28-79) 

fiudget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Social Security Act (42 U.S.C. 501). Wagner-Peyser Act (Federal Employment Service) (29 USC. 
49). Federal-State Extended Unemployment Act of 1970 (P.L. 91-373; 26 USC. 3304n). 

Enacted as a Federal-State program under the Social Secu- 
rity Act, unemployment insurance was established to pro- 
vide a temporary income to unemployed workers and to 
help stabilize the economy by maintaining the purchasing 
power of laid-off workers. About 8 million people received 
$9.7 billion in compensation during 1978. Normally, States 
pay 26 weeks of compensation, but during periods of high 
unemployment, they pay additional weeks. Weekly com- 
pensation in most States is half of the recipient’s average 
weekly gross wage before becoming unemployed, up to a 
maximum limit. 
Findings/Conclusions: In interviews with 3,000 persons re- 
ceiving unemployment compensation, GAO found that 
compensation, either alone or combined with other in- 
come, replaced an average 64 percent of the recipient’s net 
income before unemployment; about 7 percent replaced 
over 100 percent. Persons who replaced over 75 percent of 
their net before unemployment collected compensation 
over 2 weeks longer than those who replaced 75 percent or 
less; were more apt to exhaust compensation; were most 
likely to have quit their most recent jobs; and generally held 
jobs similar to ones listed by the Employment Service. A- 
bout 30 percent of these persons stated they had only a lim- 
ited financial need to work. Factors limiting the financial in- 
centive to work are: (1) increased taxes on workers’ income; 
(2) supplementation of unemployment compensation by 
retirement income; (3) reduced expenses during unemploy- 
ment; and (4) unequal computation of unemployment 
benefits, 
Recommendations: Congress should consider the following 
as possible solutions to the inequities and disincentives in 
the program: including unemployment compensation in 

taxable income; reducing unemployment compensation by 
retirement income; and establishing a uniform methodolo- 
91 for determining compensation. 

Agency Comments/Action 

The Department of Labor differed with the GAO views on 
the possible ways suggested for the Congress to modify the 
unemployment compensation program so that recipients 
will be treated more equitably and have a better financial in- 
centive to work. Labor stated that the report contained ma- 
jor methodological weaknesses which lead directly to 
unwarranted policy recommendations. Labor did agree, in 
principle, that taxing unemployment compensation would 
be more equitable. However, Labor does not agree that 
unemployment compensation should be reduced by retire- 
ment income nor should Congress establish a uniform 
methodology for determining compensation amounts. No 
congressional action had been taken as of September 30, 
1981. 

Appropriations 

Employment and training assistance - Department of La- 
bor, Employment and Training Administration 

Appropriations Committee Issues 

Congressional action is needed to reduce the inequities and 
work disincentives in the current unemployment compen- 

. . . . sation system. Implementation of uniform elrgrbllty stand- 
ards and methods for determining unemployment com- 
pensation benefit amounts would aid in achieving this goal. 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TFiAlNlNG ADMINISTRATION 

Congress Should Scale Down Redwood Employee Program Benefits 
(HRD-80-63, 7-8-80) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Regional Rail Reorganization Act of 1973 (P.L. 93-236). Trade Act of 1974 (P.L. 93-618). Extended 
Unemployment Compensation Act of 1970 (Federal-State) (P.L. 91-373). P.L. 90-545. P.L. 95-250. 

In March 1978, when Congress added 48,000 acres to the 
Redwood National Park in northern California, it recognized 
that expansion of the park could adversely affect certain 
workers. Accordingly, the legislation also established the 
Redwood Employee Protection Program (REPP) which 
directed the Secretary of Labor to provide adversely affect- 
ed workers with various forms of monetary and nonmone- 
tary assistance. The law directed that laid off workers would 
receive benefits they would have received if they had not 
been laid off and that they be given benefits to assist in re- 
training and in obtaining employment outside the timber in- 
dustry and the affected area. REPP was intended to assist 
only a relatively small group of workers in northern Califor- 
nia. However, employees whose layoffs are not related to 
the 48,000 acre expansion of the park have qualified for 
benefits because the law presumes that layoffs within a 
specified period of time are related to park expansion. 
Findings/Conclusions: The Department of Labor has not 
restricted the %designation of affected employers to organi- 
zational units adversely affected by park expansion. An es- 
timated 30 percent or more of the employees who have es- 

. . . . tablished program elrgrbrlrty did so during temporary cur- 
tailments in their employment. Despite this increase in the 
number of eligible employees, some employees directly af- 
fected by park expansion have been denied program bene- 
fits due to legislative restrictions that prevented their em- 
ployers from being certified as affected. Complex legislative 
requirements have caused administrative problems. The 
generous benefits have reduced the incentive to work and 
contributed to workers seeking layoffs in preference to stay- 
ing on the job. Some provisions in the legislation have 
resulted in inconsistent and different treatment of employ- 
ees in similar situations. Management deficiencies have hin- 

. . . . dered employee elrgrbrlrty determinations and benefit enti- 
tlement processes; resulted in errors in benefit entitlements; 
and delayed employees’ receipt of health, welfare, pension 
coverage, and retraining benefits. Authority and responsibil- 
ity were not clearly defined for program components 
among groups involved. Timely guidance has not been pro- 
vided to the California Employment Development Depart- 
ment, which is responsible for the daily administration of 
the program, nor have that department’s procedures and 
controls been adequately evaluated. Health insurance bene- 
fits for most affected employees did not begin until 18 
months after the program began, and pension coverge has 
not yet begun. 
Recommendations: The Secretary of Labor should: develop 
criteria to restrict certification of affected employers to 
operations directly affected by park expansion; clarify the 

authority and responsibility of the various Labor groups in- 
volved with administering the program; provide guidance 
and direction to the California Employment Development 

. . . . Department on elrgrbrlrty and benefit determination matters 
more promptly; evaluate the California Employment Devel- 
opment Department controls and procedures and take 
necessary action to insure that information supplied by em- 
ployees and employers is routinely verified and that eligibili- 0 
ty and benefit determinations and entitlement calculations 
are periodically checked; require that the California Em- 
ployment Development Department adjust eligibility and 
benefit determinations affected by subsequent procedural 
changes and insure that benefit overpayments are collect- 
ed; accelerate the implementation of health, welfare, and 
pension coverage; and define the level of technical and pro- 
fessional training that is reasonable and necessary to 
enhance an affected employee’s prospects for obtaining 
suitable employment. Congress should amend the Red- 
wood National Park Expansion Act of 1978 to: delete the 
conclusive presumption provision in section 203 of the law 
and require that the Secretary of Labor certify that layoffs 
are related to a decrease in operations caused by park ex- 
pansion before program eligibility can be established; re- 

. . . . quire Labor to identify program recipients whose ehghlrty 
has been established for reasons other than park expansion 
and terminate their eligibility for future benefits; and elim- 

. . . . inate differences in elrgrbrlrty requirements between union 
and nonunion employees. 

Agency Comments/Action 

Labor did not comment on the merits of the report recom- 
mendations to the Congress, but Labor generally agreed 
with the report recommendations to the Secretary of Labor 
regarding the administration of the program, and said it had 
already begun implementing most of them. However, Labor 
does not believe there is any opportunity for developing re- 
strictive criteria to apply to the affected woods employees, 
nor does Labor believe such an effort would be compatible 
with the express language of the Act. Concerning the need 
to clarify the authority and responsibility of the various La- 
bor groups involved with administering the program, Labor 
said it did not concur that any formalized clarification effort 
was necessary or appropriate. GAO does not agree wit!! 
Labor’s position. Although Labor cannot be faulted on a le- 
gal basis for its approach to certifying affected woods em- 
ployees, GAO believes the legislation permits a narrower in- 
terpretation and that a more restrictive approach would help 
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ensure that only persons whose layoff is caused by park ex- 
pansion receive program benefits. GAO also disagrees with 
Labor’s position that clarification of authority and responsi- 
bility is not needed. Although a Secretary’s order formaliz- 
ing the delegation of authority and assignment of responsi- 
bility exists for the major Labor organizational components 
administering the Redwood Employee Protection Program, 
the GAO review indicated that implementation of the pro- 
gram has been hindered by confusion over the roles and 
functions of Labor staff and that clarification is needed to 
correct these problems. The California Employment Devel- 
opment Department characterized the report as thorough, 
and generally agreed with the findings. The Department, 
however, believed that tying program benefits more closely 
to the regular unemployment insurance program appeared 
to exceed the need to accomplish constructive reforms and 
suggested alternative solutions. 

Appropriations 

Federal unemployment benefits and allowances - Depart- 
ment of Labor, Employment and Training Administration 

Appropriations Committee Issues 

Congressional action is needed to amend Title II of the Red- 
wood National Park Act of 1968 to restrict the Redwood 
Employee Protection Program to park-related layoffs. Labor 
should also develop criteria and procedures to improve pro- 
gram operations. 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

CETA DemonstraIion Provides Lessons on Implementing Youth Programs 
(HRD-81-1, 12-a-80) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Comprehensive Employment and Training Act of 1973. Youth Employment and Demonstration 
Projects Act of 1977. Manpower Development and Training Act of 1962. Economic Opportunity Act of 1964. P.L. 96-226. 

The Department of Labor’s Youth Incentive Entitlement Pi- 
lot Projects is a demonstration designed to test whether a 
guaranteed jobs program would induce economically 
disadvantaged youths to remain in or return to school and 
provide jobs to reduce the high unemployment rate among 
these youths. While retaining overall responsibility for the 
program, Labor contracted with a private corporation for 
the research design, management, and evaluation of the 
demonstration. 
Findings/Conclusions: GAO found that most worksites pro- 
vided adequate work experiences, but others had problems 
in job quality, supervision, job development, counseling, 
and worksite operation. Many sponsors experienced serious 
operational problems implementing or complying with pro- 
gram requirements. Labor and the managing corporation 
frequently intervened in sponsor operations, raising ques- 
tions of whether the demonstration was a fair test of the 
guaranteed job concept and whether sponsors are capable 
of implementing such complex programs. Some sponsors 
had difficulty developing and sustaining sufficient jobs in 
the right locations, placed low priority on counseling, and 
did little worksite monitoring during the first year of the 
demonstration. Some problems were not identified and 
others, although identified, were not corrected. Some leg- 
islative and program requirements were largely ignored, 
others were too difficult to accomplish. Staff turnover was 
high. Many private sector jobs were with employers that nor- 
mally hire young workers, minimizing the job creation im- 
pact of the program. 
Recommendations: Congress should, if the Entitlement 
concept is to be extended or expanded to other sponsors or 
a similar program is adopted, assure that it is implemented 
gradually to allow sponsors time to develop the necessary 
management capacity. The Secretary of Labor should, if 
Entitlement is extended or expanded or a similar program is 
adopted, create, implement, and enforce adequate controls 
to prevent substitution. The Secretary of Labor should, if 

Entitlement is extended or expanded or a similar program is 
adopted, establish and enforce requirements that limit pro- 
gram management costs. The Secretary of Labor should, if 
Entitlement is extended or expanded or a similar program is 
adopted, increase efforts to promote cooperative relation- 
ships between sponsors, schools, and other organizations 
serving youths. If Entitlement is extended or expanded, or a 
similar program is adopted, the Secretary of Labor should 
help sponsors upgrade worksite supervision, job develop- 
ment, participant counseling, and sponsor monitoring. If 
Entitlement is extended or expanded or a similar program is 
adopted, the Secretary of Labor should require sponsors to 
strictly enforce reasonable attendance and academic stand- 
ards thereby enhancing the program’s credibility and effec- 
tiveness for both participants and the general public. 

Agency Comments/Action 

Labor did not comment on the merits of the GAO recom- 
mendation to Congress, but it did concur with all GAO 
recommendations to the Secretary of Labor should the pro- 
gram be extended or expanded, or a similar program a- 
dopted at some future date. 

Appropriations 

Employment and training assistance - Department of La- 
bor, Employment and Training Administration 

Appropriations Committee Issues 

If a program embracing the Entitlement concept of a 
guaranteed job tied to an academic commitment is author- 
ized for appropriations, the Committees should take ap- 
propriate funding action to assure that the program IS im- 
plemented gradually to allow program operators time to 
develop the necessary management capacity. 
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DEPARTMENT OF LABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Weak Internal Controls Make the Department of Labor and Selected CETA Grantees Vulnerable to Fraud, 
Waste, and Abuse 
(A FMD-81-46, 3-27-81) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Budget and Accounting Procedures Act of 1950. Comprehensive Employment and Training Act of 
1973. Comprehensive Employment and Training Act Amendments of 1978. H.R. 350 (97th Cong.). H.R. 1526 (97th 
Cong.). GAO 7 24.1. GAO 7 25.6. GAO 7 27.6. - 

GAO reviewed activities in the Department of Labor and 
selected Comprehensive Employment and Training Act 
(CETA) grantees to determine (1) whether Labor had a sys- 
tem of internal controls to protect adequately against fraud, 
waste, and abuse; and (2) how grantees of the CETA Pro- 
gram protect against improper use of Federal funds and as- 
sets. 

Findings/Conclusions: Internal controls over disburse- 
ments, receipts, and property management at Labor head- 
quarters and four regional offices are not adequate to pro- 
tect Federal funds and assets. The result is fraud and abuse 
of Federal funds at Labor headquarters, some regional of- 
fices, and selected CETA grantees. Labor officials have not 
sufficiently monitored CETA grantee programs and activi- 
ties in terms of: (1) verifying internal controls; (2) ensuring 
that required audits are performed; and (3) ensuring that 
funds disbursed to grantees were spent in accordance with 
CETA legislation. Labor has initiated several efforts intend- 
ed to improve its internal controls and visibility over grantee 
activities. When fully implemented, these actions should im- 
prove controls over receipts and disbursements, Although 
these actions should result in a more effective CETA Pro- 
gram, further improvements are still needed. 

Recommendations: The Secretary of Labor should require 
regional offices to establish and/or effectively implement 
controls over separation of duties for those employees han- 
dling CETA cash receipts from prime sponsors. The Secre- 
tary of Labor should take action to correct the deficiencies 
that were cited. The Secretary of Labor should require that 
the payroll system include data on employees’ outstanding 
travel advances so advances can be liquidated promptly 
through deduction from wages. The Secretary of Labor 
should more aggressively impose sanctions upon grantees 
who have not corrected previously known management 
and internal control deficiencies. The Secretary of Labor 
should require the Department to seek competitive bids on 
proposed procurements and to evaluate the results of a 
contractor’s ongoing performance before granting addi- 
tional funding. The Secretary of Labor should require La- 
bor headquarters, regional offices, and all grantees to 
thoroughly review vendor-submitted invoices and compare 
them with supporting documentation to determine whether 
they are legitimate or have already been paid. The Secre- 
tary of Labor should require Labor’s Comptroller to write 
and implement procedures governing the operation and 
maintenance of imprest funds and require periodic surprise 
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audits of these funds. The Secretary of Labor should re- 
quire the Inspector General’s office to examine the au- 
tomated procurement system and, after it is fully operation- 
al, determine whether controls built into the system are ade- 
quate to protect against payment of duplicate invoices. The 
Secretary of Labor should require the Department’s pay- 

ment services group to review disbursements to vendors 
who have previously received duplicate payments to deter- 

mine whether more have occurred and, if so, take steps im- 
mediately to collect these duplicate payments. The Secre- 
tary of Labor should require the Department’s Comptroller 
to implement consistently the employee termination pro- 
cedure so that the office responsible for controlling travel 
advances must indicate whether a departing employee has 
an outstanding advance. The Secretary of Labor should re- 
quire the Office of the Inspector General to audit the regular 
and supplemental payroll systems to ensure that improve- 
ments have been made and to determine whether they pro- 
vide adequate controls over payroll disbursements. The 
Secretary of Labor should require the Office of the Inspec- 
tor General to conduct reviews of prime sponsor independ- 
ent monitoring units to ensure that: (1) Employment and 
Training Administration regulations are followed; and (2) 
they are properly staffed with personnel skilled in evaluating 
internal controls. The Secretary of Labor should require 
headquarters and regional office property staff to: (1) 
promptly enter newly purchased property into inventory 
records and into the general ledger system and to reconcile 
the records periodically; (2) take regular physical inven- 
tories; (3) segregate duties to provide adequate checks and 
balances; and (4) attend training courses that will increase 
their understanding of sound controls over property. The 
Secretary of Labor should require headquarters and region- 
al office staff to ensure that audits of subgrantees are per- 
formed when required and that they include an evaluation 
of internal controls. The Secretary of Labor should require 
the Office of the Inspector General to determine the amount 
of resources necessary to perform needed audits as soon 
as the Department’s responsibility under the single audit 
concept becomes clear. Resources should include the La- 
bor audit staff and the funds necessary to engage inde- 
pendent public accountants and State or local government 
auditors. The Secretary of Labor should require headquar- 
ters and regional office staff and prime sponsors to aggres- 
sively enforce existing requirements that cash collections be 
safeguarded, recorded, and promptly deposited upon re- 
ceipt 



Agency Comments/Action 

The Department of Labor has implemented corrective ac- 
tion on 8 of the 16 recommendations. Labor has imple- 
mented corrective action such as: establishing new and up- 
dated control directives, technical assistance, and an inter- 
nal control group; implementing an annual formal perform- 
ance assessment to trigger sanctions of mandatory correc- 
tive action upon grantees; and providing training to ensure 
proper implementation of Labor’s property handbook and 
guidelines. 
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DEPARTMENTOFLABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Labor Needs To Better Select, Monitor, and Evaluate Its Employment and Training Awardees 
(HRD-81-111, 8-28-81) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Comprehensive Employment and Training Act of 1973 (P.L. 95-524; 29 U.S.C. 801). Older Ameri- 
cans Act of 1965 (42 U.S.C. 3001 et seq.). Older Americans Act Amendments of 1975. Federal Grant and Cooperative 
Agreement Act of 1977 (41 U.S.C. 504). 41 C.F.R. 29-1.453. 29 U.S.C. 873. 

The Department of Labor’s Office of National Programs ad- 
ministers about $600 million each fiscal year in grant and 
contract awards under the Comprehensive Employment 
and Training Act and the Older Americans Act. GAO re- 
viewed the activities of the Office to assess how well it car- 
ried out its administrative processes. 
Findings/Conclusions: The Office often used sole-source a- 
wards for special projects and, for most of the awards re- 
viewed, did not adequately consider the awardee’s prior per- 
formance when making a renewal award. Because of the 
potential for better work agreements and lower costs result- 
ing from competition, the Office should justify each in- 
stance when it considers only one organization for a special 
project award. For 140 of the sole-source awards reviewed, 
GAO found little evidence supporting the award decisions. 
The Office did not separate grant and contract manage- 
ment from program responsibilities. Consequently, most of 
the award activities, such as evaluating and negotiating pro- 
posals, were handled by program staff who placed little em- 
phasis on following proper grant and contracting practices. 
More than two-thirds of the awards which GAO studied were 
not fully reviewed and negotiated. Many contained vague 
statements of the proposed work, questionable or unjusti- 
fied costs, and budget errors. Some awardees were author- 
ized to begin work before the awards were made without the 
Government’s interests being protected by specifying the 
terms of the work authorizations. Many awardees were 
placed on a letter-of-credit payment system without ade- 
quate documentation that they met the system’s require- 
ments. The effective date of the award was frequently 
predated. The Office has not adequately monitored its 
awardees. When Office representatives identified awardee 
problems, they did not always attempt to resolve them. Also, 
GAO found many problems that had not been identified. 
Recommendations: The Secretary of Labor should direct 
the Office of National Programs to place a greater emphasis 
on its monitoring activities. This emphasis should include: 
(1) increased site visits; (2) prompt identification, follow-up, 
and resolution of problems with awardee performance: (3) 
documentation in award files of substantive agreements, 
problems, resolutions, or outstanding issues; and (4) devel- 
opment of a system to ensure that awardees submit re- 

quired reports. The Secretary of Labor should direct the 
Office of National Programs to prepare written assessments 
of an awardee’s performance under prior awards before re- 
funding the awardee. The Secretary of Labor should 
separate the Office of National Programs’ grant and con- 
tract management functions from its program manage- 
ment functions. The award management function, includ- 
ing grant and contracting officer authority, should be inde- 
pendent of the Office of National Programs. The Secretary 
of Labor should require that the Office of National Pro- 
grams’ program offices fully carry out and document all 
evaluations of proposals and negotiations with applicants. 
The Secretary of Labor should require that the Office of Na- 
tional Programs’ preaward authorization letters specifically 
state what the Government and awardees have agreed 
upon to protect the Government’s interests. The Secretary 
of Labor should require that the Office of National Pro- 
grams place awardees on letters of credit only after award- 
ees document that they meet Federal requirements. The 
Secretary of Labor should require the Office of National 
Programs to begin award processing early enough so that 
award effective dates occur on or after the dates both par- 
ties sign the awards. The Secretary of Labor should request 
proposals for Indian program activities only after appropria- 
tions are known. The Secretary of Labor should direct the 
Office of National Programs to fully justify in writing all a- 
wards made on a noncompetitive basis. The Secretary of 
Labor should direct the Office of National Programs to 
make greater use of competitive awards for its special proj- 
ects. 

Agency Comments/Action 

The Department of Labor has established a task force to 
develop detailed guidance and procedures for implement- 
ing the report’s recommendations. The task force’s target- 
ed completion date is fall 1981. 

Appropriations 

Employment and training assistance - Department of La- 
bor, Employment and Training Administration 
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DEPARTMENTOF 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Department of Labor Needs To Give CETA Prime Sponsors More Guidance and Assistance for Hmplementing 
Monitoring Requirements 
(HRD-81-136, 9-3-81) 

Budget Function: Education, Training, Employment and Social Services: Training and Employment (0504) 
Legislative Authority: Comprehensive Employment and Training Act Amendments of 1978 (P.L. 95-524). 

GAO reviewed the Comprehensive Employment and Train- 
ing Act (CETA) prime sponsor’s activities in region 1 for im- 
plementing the independent monitoring unit (UW) function 
required by the Comprehensive Employment and Training 
Act Amendments of 1978. 
Findings/Conclusions: GAO found that, because the IMU 
was a new function, prime sponsors looked to Labor for 
guidance and assistance in setting up the units and in cany- 
ing out the requirements of the 1978 amendments. Howev- 
er, the prime sponsors generally received little guidance on 
what resources they should devote to the IMU and what 
practices and procedures should be followed in carrying out 
the monitoring function. This condition led to wide vari- 
ances in the IMU monitoring activities. A major contribution 
to this situation was that IMU staffs were small and 
members lacked training or expertise in the use of monitor- 
ing techniques, especially in the area of financial manage- 
ment.. 

Recommendations: The Secretary of Labor should direct 
the Regional Administrators to (1) give prime sponsors 
better guidance on determining the appropriate staff sizes 
for an IMU, and (2) help prime sponsors develop or obtain 
periodic training for their staffs on the objectives and re- 
quirements of the 1978 amendments. 

Agency Comments/Action 

As of October 19, 1981, no comments had been received 
from Labor on the actions it plans to take on the recom- 
mendations. 

Appropriations 

Employment and training assistance - Department of La- 
bor, Employment and Training Administration 
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DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Improvements Still Needed in Administering the Department Of Labor’s Compensation Benefits for injured Fed- 
eral Employees. 
(HRD-78-119, 6-28-78) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: Federal Employees’ Compensation Act (5 U.S.C. 8101). 

The Federal Employees’ Compensation Act, as amended, 
provides for paying compensation benefits for the disability 
or death of Federal civilian employees injured or killed while 
performing their duties. These benefits include compensa- 
tion for loss of wages, dollar awards for bodily impairment, 
medical care for an injury or disease, rehabilitation services, 
and compensation for survivors. 
Findings/Conclusions: Although the number of civilian em- 
ployees in the Government has remained fairly constant, 
from fiscal year 1970 through fiscal year 1977, injuries re- 
ported by employees increased by 72.1 percent; claims in- 
creased by 70.3 percent; persons drawing compensation 
for extended periods increased by 90 percent; and benefits 
paid increased by 315.1 percent. In about 41 percent of the 
233 cases reviewed, the Office of Worker Compensation 
Programs (OWCP) awarded benefits without adequately es- 
tablishing a causal relationship between the employee’s dis- 
ability or death and his or her employment. Many benefits 
were awarded without adequate supporting medical evi- 
dence, supporting medical rationale, or resolution of con- 
flicting medical evidence. Other factors contributing to 
OWCP’s improper determination of benefits involved a lack 
of onsite investigations and personal contact and a lack of 
agency appeal rights. District offices visited did not sys- 
tematically review the condition and status of injured em- 
ployees who received benefits for extended periods. 
Recommendations: The Secretaly of Labor should instruct 
all officials and employees of OWCP that they are responsi- 
ble for making claims determinations that are equitable to 
the employee, the Federal Government, and the taxpayers; 
and their responsibilities require that benefits be denied in 
all cases in which adequate medical and other evidence are 
not provided establishing that the employee’s injury was 
work related. The OWCP should: make onsite investigations 
of all claims in which causal relationship is not conclusively 

shown, place as much emphasis on decisions to approve as 
those to deny benefits, and install a management informa- 
tion system. The Director of the Office of Management and 
Budget should consider placing specific monitoring and 
vocational rehabilitation responsibilities in the employing 
agencies. Congress should amend the Act to place in the 
employing agencies the authority to appeal any finding of 
causal relation which is not consistent with or supported by 
available evidence. 

Agency Comments/Action 

In responding to this report in May 1979, the Department of 
Labor stated that for the past 6 years the Federal Employ- 
ees’ Compensation Act program has had serious problems 
in administration and management. However, for more 
than 3 years the present Administration has been taking sig- 
nificant steps to eliminate these problems. These steps 
closely parallel the actions recommended in this report. The 
Department did not comment on the recommendation to 
Congress. In August 1981, H.R. 4388 was introduced which 
would allow the employing agency to request an additional 
physical examination. 

Appropriations 

Special benefits - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

Claims for benefits are being approved without adequate 
evidence that the disability or death was work related. The 
quality of Labor’s claims determinations would be improved 
if employing agencies were given the right to appeal Labor’s 
decisions. 
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DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

The Davis-Bacon Act Should Be Repealed 
(HRD-79-18, 4-27-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Davis-Bacon Act (Wage Rates) (40 USC. 276a). 40 USC. 276(c). Walsh-Healey Act (Government 
Contracts) (41 U.S.C. 35 et seq.). Milfer Act (Public Building Contracts) (40 U.S.C. 270). Wagner-Peyser Act (Federal Em- 
ployment Service) (29 U.S.C. 49). Fair Labor Standards Act of 1938 (29 U.S.C. 201). Contract Work Hours Standard Act 
(40 U.S.C. 327). Service Contract Act of 1965 (41 U.S.C. 351). Administrative Procedure Act (5 U.S.C. 55 et seq.). (P.L. 
91-129; 83 Stat, 269). P.L 95-585. OMB Circular A-102. 

The Davis-Bacon Act requires that each contract for the 
construction, alteration, or repair of public buildings in ex- 
cess of $2,000 to which the United States is a party or 
shares the financing must state the miniium wages to be 
paid to various classes of laborers and mechanics. The 
minimum wages are those determined by the Secretary of 
Labor to be prevailing for laborers employed on projects of 
a similar character in the area in which the work is to be 
performed. lhe Act was intended to discourage nonlocal 
contractors from successfully bidding on Government pro- 
jects by hiring cheap labor from outside the project area, 
thus disrupting the prevailing local wage structure. In 1977 
about $172.5 biion was spent on new public and private 
construction projects, but only $37.8 billion was for direct 
Federal or Federally assisted construction spent by State 
and focal agencies and involved about 22 percent of the 
Nation’s 3.8 miffion construction workers. The remaining 
s 134.7 biion was for privatefy financed projects without the 
prevailing wage protection of the Davis-Bacon Act 
Findings/Conclusions: The significant changes in the 
Nation’s economic conditions and the economic character 
of the construction industry since 193 1, plus the passage of 
other wage laws, make the Davis-Bacon Act unnecessary. 
After nearly 50 years of administering the Davis-Bacon Act, 
the Department of Labor (DOL) has not developed an ef- 
fective system to plan, control, or manage the data collec- 
tion, compilation, and wage determination functions. A re- 
view of the wage determination activities in five regions and 
headquarters showed continued inadequacies, problems, 
and obstacles in the attempt by DOL to develop and issue 
wage rates based on prevailing rates. The review of 30 
Federal or Federally assisted projects, costing an estimated 
$25.9 million, showed that the majority of the rates issued 
by DOL were higher than the prevailing rates in 12 of the lo- 
calities and lower in the other 18. In the 18 projects where 
the DOL rates were lower than those prevailing locally, local 

contractors were generally awarded the contracts and paid 
workers the prevailing rates in the community. When the 
DOL rates were higher than those prevailing locally, it was 
found that nonlocal contractors worked on most of the pro- 
jects, indicating that the higher rates may have discouraged 
local contractors horn bidding. In addition, the weekly pay- 
roll reporting requirement resulted in unnecessary contrac- 
tor costs estimated at $189.1 million for 1977. 
Recommendations: Congress should repeal the Davis- 
Bacon Act and rescind the weekly payroll reporting require- 
ment of the Copeland Anti-Kickback Act for the following 
reasons: (1) significantly increased costs have resulted to 
the Federal Government; (2) excessive wage determination 
rates have inflated construction costs and disturbed local 
wage scales; and (3) the fact that contractors tend to pay 
prevailing rates when DOL determinations are too low, thus 
negating the intent of the Act. Congress should also repeal 
the provisions in the 77 statutes related to the Davis-Bacon 
Act 

Appropriations 

Labor standards - Department of Labor, Employment Stan- 
dards Administration 
Construction - Department of Housing and Urban Develop- 
ment 
Miktary construction and all other appropriations that au- 
thorize direct Federal and federally assisted construction 
activities subject to the Davis-Bacon Act 

Appropriations Committee Issues 

The Davis-Bacon Act resuits in unnecessary construction 
and a-e costs of several hundred million dollars 
annuafly on Federal and federafiy assisted construction pro- 
jects; therefore, the Davis-Bacon Act should be repealed. 



DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Multiple Problems With the 1974 Amendments to the Federal Employees’ Compensation Act 
(HRD-79-80, 6-11-79) 

Budget Function: Income Security: Federal Employee Retirement and Disabilii (0602) 
Legislative Authority: Federal Employees’ Compensation Act (5 U.S.C. 8101). 

The number of lost-time injury claims filed by Federal work- 
ers increased sharply following legislative changes to the 
Federal Employees’ Compensation Act in 1974, which al- 
lowed employees’ pay to continue uninterrupted for 45 days 
after a traumatic injury and gave them free choice of a phy- 
sician. 
Findings/Conclusions: Removal of a previously required 
waiting period has encouraged employees to file claims for 
minor and frivolous injuries and for injuries of short dura- 
tion. A random selection of 410 continuation-of-pay (COP) 
claims showed that, based on the duration of the injuries 
and on other available factors, as many as 46 percent of all 
claims might have been eliminated by a 3-day waiting 
period. Lacking agency controls, the free-choice-of- 
physician provision has contributed to COP abuse. The De- 
partment of Labor (DOL) has not provided employing 
agencies with sufficient authority to carry out their responsi- 
bility for managing injury claims; and the degree of man- 
agement varies widely among agencies. A large backlog of 
claims in DOL district offices has hindered the COP pro- 
gram; while short-cuts taken to try to control the volume of 
claims has allowed erroneous and unsupported claims to 
get through the system. 
Recommendations: The Secretary of Labor should actively 
encourage employing agencies to develop programs for 
working with employees and their physicians to determine 
the best resolution of a claim and the length and extent of 
the disability. The Secretary of Labor should require the As- 
sistant Secretary for Employment Standards to instruct the 
Office of Workers’ Compensation Programs to: (1) require 
district office claims examiners to obtain sufficient evidence 

for all COP claims before rendering final decisions, and (2) 
to assist agencies in establishing uniform policies for deal- 
ing with COP. In controversial claims, which should be 
given priority adjudication, agencies must be given the au- 
thority to controvert and withhold COP until employees 
have provided sufficient medical evidence to substantiate 
their claims; or, when the employee refuses to return to 
work on a suitable light-duty assignment in accordance with 
the attending physician’s diagnosis. Congress should re- 
quire that the 3-day waiting period for traumatic injuries be 
applied before the payment of COP, rather than 45 days 
later; and provide employing agencies with the authority to 
require an employee to submit to a second medical exami- 
nation by a Federal medical officer or a physician designat- 
ed by the Secretary of Labor when there is a question about 
the initial diagnosis or the resulting length of disabiii. 

Agency Comments/Action 

In August 1981, H.R. 4388 was introduced which would ad- 
dress many of the problems to which the report is directed. 

Appropriations 

Special benefits - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

The 1974 amendments to the Act have caused a sharp in- 
crease in lost-time injury claims and compensation costs to 
the taxpayer. 



DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 
Compensation for Federal Employee Injuries: If’s Time To Rethink the Rules 
(HRD-79-78, 8-22-79) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602). 
Leglslatlve Authority: Federal Employees’ Compensation Act 

Over the years, Department of Labor decisions have provid- 
ed an expansive interpretation of what constitutes a com- 
pensable injury under the Federal Employees’ Compensa- 
tion Act. When an employee of the Federal Government is 
injured or killed on the job, the worker or survivors are enti- 
tled to benefits. The criteria for determining compensable 
injuries are not always clear. Uncertainties are developing 
over how far the Government’s liability should extend. 
FlncHngslConcluslons: Increased costs are caused by in- 
creased employee salaries, increasing costs of medical 
care, and inflation. Another basic cause is the expanding 
concept of a compensable injury. Broad definitions, inade- 
quate guidelines on the work relatedness of diseases, and 
uncertainty about the causes of many diseases have ex- 
panded program coverage. 
Recommendations: To aid the determinations of causal re- 
lationships, the Secretary of Labor should establish guide- 
lines that have at least minimal factual and medical stand- 
ards for developing and evaluating evidence, and for decid- 
ing whether an injury is compensable; determine whether 
specific guidelines can be established for cases of aggrava- 
tion, or whether an alternative system for occupational 
diseases might be possible; and codify specific instructions 
on approved policies, procedures, and practices for deter- 
mining causal relationships. To better understand the occu- 
pational disease problem and its effect, the Secretary 

should evaluate the Federal workers’ compensation system 
for the number of claims, types of diseases,*related cost, 
and other pertinent information; and for the potential effects 
of the occupational health problem on the system. 
Congress should review the Department of Labor’s deter- 
minations of what constitutes a compensable injury, pro- 
vide any needed guidance on the Government’s liability, 
and review guidelines for causal relation. To better under- 
stand the guidelines’ meaning and effect, Congress should 
enact legislation directing the Secretary of Labor to report 
the results of the guidelines’ application and to document 
his report by specific references to cases. 

Approprlatlons 

Special benefits - Department of Labor, Employment 
Standards Administration 

Appropriations Commlttee Issues 

Broad definitions of compensable injury, inadequate guide- 
lies on the work relatedness of diseases, and uncertainty 
about the causes of many diseases have expanded pro- 
gram coverage and increased its costs. 
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DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Service Contract Act Should Not Apply to Service Employees of ADP and High-Technology Companies 
(HRD-80-102, 9-16-80) 

Budget Function: Education, Training, Employment and Social Services: Other Labor Services (0505) 
Legislative Authority: Service Contract Act of 1965 (41 USC. 351 et seq.). Walsh-Healy Act (Government Contracts) (41 
U.S.C. 35 et seq.). Fair Labor Standards Act of 1938 (29 USC. 201). Davis-Bacon Act (Wage Rates). Communications Act 
of 1934. Classification Act (5 U.S.C. 5102(c)(7)). Truth in Negotiations Act (Military Procurement) (P.L. 87-653). 29 C.F.R. 
4.132. 29 C.F.R. 4.141. 29 C.F.R. 541. P.L. 91-379. 5 U.S.C. 1082(7). 

The Service Contract Act of 1965 protects workers’ wages 
on Federal contracts when the contracts’ principal purpose 
is to provide services in the United States using service em- 
ployees. Minimum wages and fringe benefits must be based 
on rates the Secretary of Labor determines as prevailing for 
service employees in the locality. The Department of Labor 
notified the General Services Administration (GSA) that the 
maintenance and repair services specifications of all Feder- 
al contracts for the purchase or rental of supplies or equip- 
ment were subject to the Act. Soon thereafter, several major 
automatic data processing (ADP) and other equipment 
manufacturers announced their refusal to accept any Gov- 
ernment contract subject to the Act. Labor later issued an 
interim, nationwide wage determination covering ADP 
maintenance and repair services which accepted currently 
paid wages and fringe benefits as prevailing for such serv- 
ices. Nevertheless, major ADP and other equipment 
manufacturers continued to reject Government contracts 
subject to the Act. Labor then developed a proposed aver- 
age entrance-level wage rate that could be paid to the 
industry’s service technicians subject to the Act. Labor’s at- 
torneys raised serious legal and policy questions concern- 
ing the use of a nationwide entrance-level wage rate, so La- 
bor shelved the rate and issued wage determinations that, in 
effect, extend and expand the interim determination while 
Labor officials continue to study the matter. 
Findings/Conclusions: Labor’s decision could seriously af- 
fect maintenance and repair of the Government’s comput- 
ers, many of which are critical to national defense and secu- 
rity. GAO believes that Labor’s position is not supported by 
the Act’s language and legislative history, Labor’s regula- 
tions, or its administrative manual. The Act was not intend- 
ed to cover maintenance services related to commercial 
products acquired by the Government. ADP, high-technolo- 
gy, and other commercial product-support service con- 
tracts, where Government sales represent a relatively small 
portion of a company’s total sales, do not have the same 
characteristics or incentives for contractors to deliberately 
pay low wages to successfully bid on Government con- 
tracts. The industries’ argument, that the Act’s application 
to such services is not needed, has merit. Industry compli- 
ance would be counterproductive and costly. The adminis- 
trative burdens and operating costs of each corporation 
would be increased. Merit pay systems and staff assignment 
practices would be disrupted. The application of the Act 
could also have an inflationary impact on the industries’ 
wage rates. 
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Recommendations: Pending such action by Congress, the 
Secretary of Labor should temporarily exempt from the 
Act’s coverage certain contracts and contract specifications 
for ADP and other high-technology commercial product- 
support services. Congress should amend the Service Con- 
tract Act to make it clear that the Act excludes coverage for 
ADP and other high-technology commercial product- 
support services, that is, services the Government procures 
based on established market prices of commercial services 
sold in substantial quantities to the public. 

Agency Comments/Action 

In its December 1980 response to this report, Labor strong- 
ly disagreed with the report’s conclusions and totally reject- 
ed the GAO recommendations. In January 1981, Labor is- 
sued regulations which would have reinforced its position 
on the issue. However, in February 1981, responding to the 
President’s request, Labor stayed the effective date of those 
regulations so it could conduct a regulatory analysis and 
fully review the rules before they took effect. On August 14, 
1981, Labor proposed revised regulations which, if adopt- 
ed, would reverse previous regulatory positions helcl and 
would, among other things, administratively exempt from 
the Act’s coverage contract requirements for the mainte- 
nance or repair of ADP and other high technology equip- 
ment. This latest action is in accord with the GAO recom- 
mendations to the Secretary of Labor. However, GAO be- 
lieves that a more permanent legislative solution to the 
problem is still needed. 

Appropriations 

Salaries and expenses - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

Labor’s proposed administrative exemption is a temporary 
solution that could be withdrawn at any time. If Labor were 
to reimpose its earlier ruling on ADP and other high-tech- 
nology companies, maintenance and repair of the Govern- 
ment’s computers and other vital equipment could be seri- 
ously affected. Congress should amend the Act to per- 
manently exclude ADP and other high-technology commer- 
cial product-support services from the Act’s coverage. 



DEPARTMENTOFLABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Administrative Changes Needed To Reduce Employment of Illegal Aliens 
(HRD-81-15, l-30-81) 

Budget Function: Education, Training, Employment and Social Services: Other Labor Services (0505) 
Legislative Authority: Fair Labor Standards Act of 1938. Farm Labor Contractor Registration Act of 1963. P.L. 95-412. 

American citizens are being displaced from the work force 
by illegal aliens employed in the United States. The Depart- 
ment of Labor lacks the necessary enforcement tools to 
deter employers from hiring nonagricultural undocumented 
workers. Employers making a practice of hiring such work- 
ers remain Virtually free from punishment. The President 
proposed legislation which would make the hiring of undo- 
cumented workers subject to civil and/or criminal penalties, 
but the legislation was not enacted. The proposed legisla- 
tion would have: (1) intensified enforcement of both the Fair 
Labor Standards Act (FLSA) and the Farm Labor Contrac- 
tor Registration Act; (2) adjusted the immigration status of 
certain undocumented aliens; (3) increased the resources 
available to prevent illegal immigration along entry points; 
and (4) promoted cooperation with nations that are the ma- 
jor sources of undocumented workers. Two hundred and 
sixty additional Labor employees were authorized to begin 
investigations and enforce the Farm Labor Contractor 
Registration Act. By enforcing the minimum wage and over- 
time requirements, Labor believed that there would be no 
incentive for hiring undocumented workers. The Labor pro- 
gram had little impact on hiring undocumented workers 
when their wages were above established minimums. GAO 
examined 606 Labor investigations and Immigration and 
Naturalization Service (INS) records. 
Findings/Conclusions: GAO found that Labor did not con- 
centrate enough of its investigations on companies where 
the INS found undocumented workers. It focused on wage 
complaints received from employees, which would ordinari- 
ly be investigated during routine enforcement efforts. 
Labor’s compliance officers were not authorized to question 
employees covered by the Fair Labor Standards Act about 
their citizenship status. Because of its high case load, INS 
may not have been able to act on additional Labor referrals. 
Employers were permitted to retain back wages owed to 
undocumented workers who could not be found. Farm la- 
bor contractors generally did not prepare required written 
documentation on workers’ citizenship or work permit stat- 
us. Labor erroneously believed it did not have authority to 
question farm labor contractor employees’ citizenship or 
work permit status. Labor had a substantial backlog of 
cases awaiting prosecution for violations of the Farm Labor 
Contractor Registration Act. Labor took several steps to im- 
prove the undocumented worker program; however, addi- 

tional statutory and administrative changes are needed if 
the Federal program is to be effective. Both agencies 
should continue to exchange information necessary to en- 
sure that employers pay workers in accordance with the 
minimum wage and overtime laws and that undocumented 
workers are identified and dealt with according to immigra- 
tion laws. 
Recommendations: The Congress should amend the FLSA 
to require that back wages resulting from violations of the 
Act found to be due employees--whether undocumented or 
legally entitled to work in the United States--who cannot be 
located, be deposited in the U.S. Treasury as miscellaneous 
receipts. The Secretary of Labor should act more aggres- 
sively to reduce the backlog of prosecution cases for viola- 
tions of the Act. The Secretary of Labor should: (1) enforce 
the regulations that require farm labor contractors to show 
evidence that they made a bona fide inquiry into each pro- 
spective employee’s status as either a U.S. citizen or alien 
authorized to work in the United States. 

Agency Comments/Action 

Labor concurred with the GAO recommendation advising it 
to reduce the backlog of cases involving violations of the 
Farm Labor Contractor Registration Act. However, Labor 
disagreed with the recommendation that it should enforce 
the regulations that require farm labor contractors to show 
evidence that they made a bona fide inquiry into each pro- 
spective employee’s status as either a U.S. citizen or alien 
authorized to work in the United States. Labor cites the fact 
that there is no requirement in the Act requiring contractors 
to show evidence of their inquiries as to the status of each 
prospective employees’ citizenship. GAO believes that 
Labor’s acceptance of the contractors’ oral assurance 
meets the Act’s requirements. 

Appropriations 

Salaries and expenses - Department of Labor. Employment 
Standards Administration 

Appropriations Committee Issues 

The Committees should develop methods to improve and 
protect employee’s wages. 
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DEPARTMENTOFLABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Federal Employees’ Compensation Act: Benefit Adjustments Needed To Encourage Reemployment and Reduce 
costs 
(HRD-81-19, 3-9-81) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: Employees’ Compensation Act (Injuries) (5 U.S.C. 8101). H. Rept. 64-678. S. Rept. 93-1081. 

The increasing number of long-term disabled beneficiaries 
under the Federal Employees’ Compensation Act, together 
with increased benefits and changes in economic condi- 
tions, have caused program costs to increase sharply. A re- 
view was undertaken to determine: (1) whether benefits 
under the Act are adequate and equitable compensation for 
wages lost by Federal employees because of their on-the- 
job injuries, while providing an economic incentive for them 
to be rehabilitated and return to work: and (2) the kinds of 
claimants being compensated for long-term disabilities and 
their chances and incentives for returning to work. 
Flndlngs/Conclusions: The high compensation structure 
under the Act provides little financial incentive for injured 
employees to return to work as originally intended by 
Congress. In some instances, benefits are higher than 
preinjury take-home pay. One cause of the high level of 
Federal workers’ compensation benefits is the rate at which 
benefits are paid; 66.7 percent of gross salary for benefi- 
ciaries without dependents and 75 percent for those with 
one or more dependents. Since many long-term disabled 
beneficiaries are close to or beyond the average age when 
most Federal employees retire and have extremely limited 
employment possibilities, they are, in effect, retired. The De- 
partment of Labor has drafted proposed legislation which 
would: (1) subject Federal workers’ compensation benefits 
to Federal income tax; (2) eliminate increased benefits for 
dependents; and (3) provide for the.transfer of beneficiaries 
to the Civil Service retirement program. 
Recommendations: Congress should integrate the Federal 
workers’ compensation and Federal retirement programs to 
provide for the transfer of compensation beneficiaries to the 
retirement program within 3 years of the time the employee 
would be eligible to retire. This would help ensure that the 
Act’s objectives are accomplished and better define the 
roles and responsibilities of these programs. Congress 
should make Federal workers’ compensation benefits sub- 
ject to Federal income taxes and reconsider at what level 
Federal workers’ compensation benefits should be set 
(probably near the original 66-2/3 percent level) to lessen 
inequities among beneficiaries and to reestablish the origi- 
nal congressional intent of providing economic incentives 
to return to work. At whatever level decided upon, 

Congress should incorporate a single percentage, as this 
will eliminate the increased benefits for dependents. The 
Secretary of Labor should revise Labor’s legislative propos- 
als integrating these programs, to provide for the transfer of 
compensation beneficiaries to the retirement program 
within 3 years of the time the employee would be eligible to 
retire, rather than at Labor’s presently proposed 65 years of 
age. The Secretary of Labor should revise the Depart- 
ment’s proposals to delete the increase in benefits iom 
66-213 and 75 percent to 80 percent and reconsider at what 
level Federal workers’ compensation benefits should be set, 
probably near the original 66-213 percent level established 
by the Congress. At whatever level decided upon, Labor 
should retain a single percentage as now proposed, as this 
will eliminate the increased benefits for dependents. 

Agency Comments/Action 

In responding to this report in April 1981, the Department 
of Labor stated that it did not concur with the GAO recom- 
mendations. However, it stated that the Administration’s 
proposals for wage replacement rates for injured workers 
are consistently lower than their preinjury wages. Thus, the 
problem of overcompensation discussed in the report has 
been addressed. Legislative proposals that would adjust 
compensation rates to provide adequate incentives for in- 
jured workers to return to work and convert workers into the 
retirement system from the Federal Workers’ Compensa- 
tion System at age 65 have not been enacted. 

Appropriations 

Special benefits - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

Adjustments to workers’ compensation rates are needed to 
provide incentive for injured workers to return to work. In- 
tegration of the benefits paid under the Federal Workers’ 
Compensation System with those paid under the Federal 
Retirement System is needed. 



DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 

Changes Needed To Deter Violutbzs of Fair Labor Standards Act 
(HRD-81-60, 5-28-81) 

Budget Function: Education, Trainiig, Employment and Social Services: Other Labor Services (0505) 
Legislative Authority: Fair Labor Standards Act of 1938. Admiiistrative Procedure Act Portal-to-Portal Act of 1947 (29 
U.S.C. 255). S. Rept 93-300. 

The Fair Labor Standards Act (FLSA) sets standards for 
recordkeeping, minimum wage, overtime pay, and other 
protections for workers in establishments engaged in inter- 
state and foreign commerce. Noncompliance with the Act 
can severely harm low-wage workers. 
Findings/Conclusions: While the Act does protect employee 
wages when employers voluntarily comply, there are insuffi- 
cient deterrents to discourage employers from violating the 
Act Admiiistrative and statutory limitations can prevent the 
Department of Labor from fully recovering wages illegally 
withheld. GAO found extensive recordkeeping violations. 
However, there are no civil penalties for recordkeeping vio- 
lations and, while criminal penalties exist, they are not used. 
There are also no civil money penalties for violating 
minimum wage and overtime violations. Although criminal 
and liquidated damage penalties exist for willful violations, 
they have not been used extensively. Many employers ap- 
pear to have willfully violated the Act Labor officials rarely 
seek crirniial sanctions because the Department of Justice 
is hesitant to prosecute them, and filing criminal suits 
reduces Labor’s ability to recover employee back wages. 
Regional solicitors have seldom sought liquidated damage 
penalties against willful violators. As a result, habiial or 
flagrant violators receive no harsher treatment than do em- 
ployers who inadvertentJy violate the Act The statute of limi- 
tations restricts an employer’s obligation to repay employ- 
ees back wages in such a manner that back wages are lost 
Several administrative practices followed by Labor also liiit 
the back wages that employees eventually recover. 
Recommendations: Congress should amend FLSA to elim- 
inate the section 16(c) liquidated damage provision of the 
Act and, in its place, give Labor authority to assess civil mo- 
ney penalties large enough to deter minimum wage and 
overtime violations. The legislation should provide for an 
administrative system for adjudicating cases when em- 
ployers appeal Labor’s actions. Congress should amend 
FLSA to authorize Labor to formally assess a violation as 
well as the amount of illegally withheld back wages due, in- 
cluding interest Congress should amend section 6 of the 
Portal-to-Portal Pay Act of 1947 so that the statute of limita- 
tions tolls when an FLSA violation is formally assessed by 
Labor. Congress should amend FLSA to give Labor the au- 

thority to assess civil money penalties large enough to deter 
recordkeeping violations. The legislation should provide for 
a formal administrative process to adjudicate cases when 
employers appeal Labor’s assessments. The Secretary of 
Labor should issue instructions requiring compliance offi- 
cers to compute the thiid year’s back wages in willful viola- 
tion cases. The Secretary of Labor should reinvestigate 
firms before settling cases referred to the regional solicitor’s 
offices to assure that employers have come into compli- 
ance and to calculate any additional back wages owed to 
employees. The Secretary of Labor should establish a pro- 
gram to systematically monitor firms found in violation of 
the Act All fkrns considered likely to again violate the Act 
and a sample of other firms that have violated the Act 
should be reinvestigated within the 3-year statute of limita- 
tions period to assure that employers do not profit from 
continuing violations and that illegally withheld employee 
back wages are fully restored. The Secretary of Labor 
should make more use of FLSA criminal sanctions for will- 
ful rninimum wage and overtime violations, after consulting 
with Justice officials to coordinate criminal and civil liiga- 
tion strategies. 

Agency Comments/Action 

Congress has not enacted any of the changes GAO recom- 
mended. The Department of Labor concurred with the 
GAO recommendations that: (1) instructions be issued re- 
quiring compliance officers to compute the third year’s 
back wages in willful violation cases, and (2) a program be 
established to systematically monitor firms found in viola- 
tion of the Act GAO still believes that Labor should take ac- 
tion on its two other recommendations. 

Appropriations 

Salaries and expenses - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

The Committees should monitor the improvement and pro- 
tection of wages and consider the GAO recommendations. 
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DEPARTMENT OF LABOR 

EMPLOYMENT STANDARDS ADMINISTRATION 
office of Workers’ Compensation Programs 

Injury Compensation Process Delays Prompt Payment of Benefits to Federal Workers 
(HRD-81-123, 9-25-81) 

Budget Function: income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: Federal Employees’ Compensation Act (5 U.S.C. 8101). 

GAO reviewed claims processing under the Federal Em- 
ployees’ Compensation Act to determine where and why 
delays in the procedure were occurring. 
Findings/Conclusions: Of the 564 compensation payments 
reviewed, GAO found that, under the Department of Labor’s 
criteria, about 98 percent of the payments for wage loss 
were not timely. The average processing time from the date 
workers made the claim to the date of payment were 129 
days for traumatic injuries and 270 days for occupational 
diseases. Workers, Federal agencies, physicians, and Labor 
must coordinate the processing of claims, and the failure of 
any party to act promptly at a given point can delay the en- 
tire process. GAO found that all parties contribute substan- 
tially to delays in claims processing. Injured workers are not 
filing timely and well documented injury notices and com- 
pensation claims. Federal agencies are not complete or 
timely in processing injury notices and claims, and physi- 
cians’ reports are often untimely and incomplete. Labor’s 
actions to resolve questions about notices of injury and to 
develop and pay claims are not timely. Labor has taken or 
plans to take actions which will help workers, Federal agen- 
cies, and physicians better understand their claims process- 
ing responsibiliies. Finally, GAO found that a large claims 
workload and staff problems contributed to Labor’s proc- 
essing problems. 
Recommendations: The Secretary of Labor should: (1) 
reemphasize to Federal agencies the need to provide work- 
ers with pamphlets and to post and maintain injury posters 
in the workplace; (2) encourage Federal agencies to use 
their local newspapers for periodic reminders to workers on 
benefits for work-related injuries; (3) develop a flow chart 
type checklist outlining workers’ rights, responsibilities, and 
procedures for claiming benefits for work-related injuries; 
(4) provide Federal agencies with periodic reports on the 
time it takes them to process claims before the claims are 
submitted to Labor for adjudication; (5) ascertain whether 

the electronic transfer of compensation data between Labor 
district offices and other Federal agencies would improve 
claims processing and, if so, implement the use of such 
electronic data transfer techniques where appropriate; and 
(6) expedite the development of a national program to im- 
prove cooperative efforts with the medical community. The 
Director of the Office of Management and Budget should: 
(1) determine the feasibility of placing in Federal agencies 
specific processing and monitoring responsibilities; and (2) 
if these actions are determined to be feasible, submit legis- 
lation to Congress to amend the Federal Employees’ Com- 
pensation Act. 

Agency Comments/Action 

In responding to this report, Labor concurred with the find- 
ings and agreed to take the actions recommended. The Of- 
fice of Management and Budget commented that a study of 
the feasibility of placing in Federal agencies specific proc- 
essing and monitoring responsibilities under the injury 
compensation program would not be meaningful at this 
time because of Labor’s actions to improve claims process- 
ing and the proposed legislation to correct problems in the 
structure of the law. 

Appropriations 

Special benefits - Department of Labor, Employment 
Standards Administration 

Appropriations Committee Issues 

Claims for benefits take a long time to process. Thus the 
feasibility of placing specific processing and monitoring 
responsibiiies in the employing agencies needs to be stu- 
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DEPARTMENT OF LABOR 

LABOR MANAGEMENT SERVICES ADMINISTRATION 

Funding of State and Local Government Pension Plans: A National Problem 
(HRD-79-66, a-30-79) 

Budget Function: Income Security: General Retirement and Disability Insurance (0601). 
Legislative Authority: Emplovee Retirement Income Securitv Act of 1974 (29 U.S.C. 1001). National League of Cities v. 
Us& 426 U.S. 833 (1976). - 

Public pensions are becoming a large financial burden on 
State and local governments, and that burden will increase 
in the future. Many jurisdictions do not systematically fund 
retirement benefits accruing to their employees. 
Findings/Conclusions: Many State and local government 
pension plans are not funded on a sound actuarial basis be- 
cause they are not setting aside sufficient funds to provide 
for estimated future benefits. Billions of dollars in unfunded 
liabilities have accumulated, and unless remedial steps are 
taken, these liabilities will increase. For the 72 State and lo- 
cal government pension plans reviewed, 53 did not receive 
large enough contributions to satisfy the Employee Retire- 
ment Income Security Act of 1974 funding standards. To 
meet the standard, many of the plans would have to in- 
crease annual contributions by more than 100 percent. 
Pension plan funding to the Act’s standard would have a 
serious initial impact on some jurisdictions. But doing noth- 
ing will eventually have an even more serious impact. Pen- 
sion reform at the State and local levels is moving slowly, 
and the prospects for significant improvement in the fore- 
seeable future are not bright It is clear that, to protect the 
pension benefits earned by public employees and to avert 
fiscal disaster, State and local governments should fund the 
normal or current cost of their pension plans on an annual 
basis and amortize the plans’ unfunded liabilities. Although 
sponsoring governments are responsible for sound funding 
of State and local government plans, the Federal Govem- 
ment has a substantial interest in these pension plans. Many 
jurisdictions have increasingly relied on Federal grant funds 
and revenue sharing to help meet pension plan costs. 
These plans directly affect the continued well-being and 
security of millions of State and local government employ- 
ees and their dependents. It might be in the national interest 
for the Congress to assure, through legislation, the long- 
term financial stability of these pension plans through 
sound funding standards. But the Federal Government’s 

authority to regulate State and local government plans has 
not been resolved. 
Recommendations: Congress should closely monitor ac- 
tions taken by the State and local governments to improve 
the funding of their pension plans to determine whether and 
at what point congressional action may be necessary in the 
national interest to prevent fiscal disaster and to protect the 
rights of employees and their dependents. 

Agency Comments/Action 

The consensus among State and local governments, Fed- 
eral agencies, and other interested parties who commented 
on the report was that adequately funding public pension 
plans is a serious problem; however, there is no clear agree- 
ment on what the solution should be. Many believe that any 
funding standard for public plans should be less demand- 
ing than the standard imposed on private plans. There was 
general opposition to Federal involvement in establishing a 
funding standard for State and local government pension 
plans. Most officials argue that the Federal Government has 
not dealt adequately with its own pension funding prob- 
lems, as evidenced by the poorly funded Social Security 
system and the pension plans for Federal personnel. 

Appropriations 

Salaries and expenses - Department of Labor, Labor Man- 
agement Services Administration 

Appropriations Committee Issues 

The Committees should closely monitor actions taken by 
State and local governments to improve funding of their 
pension plans and determine if any congressional action is 
necessary to protect the rights of employees and their de- 
pendents. 



DEPARTMENT OF LABOR 

OCCUPATIONAL SAFETY AND HEALTH ADMlNlSTRATlON 

Improvements Needed in Assessing Penalties and Controlling Penalty Collections Resulting From OSHA Inspec- 
tiOllS 

(HRD-81-150, 9-15-81) 
D 

Budget Function: Health: Health Planning and Construction (0554) 
Legislative Authority: Occupational Safety and Health Act of 1970. 

The Occupational Safety and Health Act authorizes the 
Secretary of Labor to establish national occupational safety 
and health standards and to enforce compliance through 
workplace inspections and penalties for violations. GAO re- 
viewed the adequacy of the accounting controls and pro- 
cedures used by the Occupational Safety and Health Ad- 
ministration (OSHA) and the Office of the Solicitor for proc- 
essing penalty cases and collecting and safeguarding 
penalty payments. 
Findings/Conclusions: GAO found that the OSHA manage- 
ment information system was not providing accurate data 
showing penalty balances due because data were not en- 
tered into the system to record regional solicitor adjust- 
ments to penalties proposed by OSHA area offices and con- 
tested by employers. Penalty receipts were often transmitted 
between offices without internal controls or acknowledg- 
ment of receipts. Thus, penalty receipts could become lost 
in the mail or otherwise misplaced, and SUGI a loss might 
not be detected. Recent system changes, if effectively im- 
plemented, should provide accurate data on penalties due 
from employers. GAO believes that internal controls over 
remittance of penalties could best be achieved by requiring 
the sending offices to prepare a list identifying each check 
and money order and the total amount being remitted and 
by requiring receiving officers to acknowledge receipt of the 
remittances by signing and returning one copy of the list to 
the sending officers. Penalty payments have not been 
promptly deposited, thereby delaying access to the funds by 
the Treasury and increasing the potential for loss or mis- 
placement of funds. GAO also found that most employers 
who contest citations receive substantial reductions, despite 
the fact that they are supposed to pay the full penalty. This 
practice suggests that the proposed penalties may be too 
high, settlements may be too lenient, or both. Further, GAO 
found that the regional solicitors’ offices followed incon- 

sistent practices of initiating court suits to recover unpaid 
penalties in collection cases. 
Recommendations: The Secretary of Labor should require 
OSHA and the Office of the Solicitor to develop and imple- 
ment a recordkeeping system to provide improved man- 
agement controls over penalty receipts in transit between 
Labor offices. At a minimum, such a system should require 
receiving offices to acknowledge receipt of payments. The 
Secretary of Labor should require OSHA and the Office of 
the Solicitor to emphasize to their field offices the impor- 
tance of forwarding penalty receipts promptly. Receipts 
should be forwarded on the day of collection, or at least by 
the following business day. The Secretary should also re- 
quire OSHA headquarters to make daily collections and de- 
posits of penalty receipts from the post office box. The 
Secretary of Labor should require the Office of the Solicitor 
to establish a uniform minimum penalty for regional solici- 
tors to use in determining whether to pursue court action to 
recover unpaid penalties in collection cases. 

Agency Comments/Action 

The Department of Labor’s comments on the report have 
not been received as of October 30, 1981. 

Appropriations 

Salaries and expenses - Department of Labor, Occupational 
Safety and Health Administration 

Appropriations Committee Issues 

The Committees should monitor Labor’s actions to im- 
prove the assessment and control of penalties resulting 
from OSHA inspections. 
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DEPARTMENT OF LABOR 

OFFICE OF INSPECTOR GENERAL 

More--And Better--Audits Needed of CETA Grant Recipients 
(FGMSD81-1, 11-6-80) 

Budget Function: Financial Management and information Systems: Internal Audit (1103) 
Legislative Authority: Comprehensive Employment and Training Act. 

The Department of Labor relies on the audit as a basic tool 
for preventing unauthorized expenditures and seeing that 
Comprehensive Employment and Training Act (CETA) pro- 
grams are carried out as Congress intended. 
eindings/Conclusions: Labor has fallen far short of its goal 
of auditing all organizations receiving CETA funds every 2 
years; some sponsors have not yet been audited even once. 
Fewer than half the required audits of CETA funds have 
been performed, and the quality of completed audits is 
uneven. The audit function could accomplish more if it had 
additional resources. Labor did not have adequate informa- 
tion on the extent to which subsponsor’s funds are being 
audited. For audits of prime sponsors, Labor has not re- 
quired an analysis of the grantee’s controls over funds 
subgranted or contracted. Although Labor has subsponsor 
audit requirements, such audits are performed separately 
and are the grantee’s responsibility. If controls are weak at 
the subsponsor level, the fragmented audit process makes 
it difficult for Labor to identify and correct such weaknesses. 
Labor’s difficulty in controlling the audit process stems 
largely from a shortage of staff in the Inspector General’s 
Office and a historic lack of commitment to the audit proc- 
ess on the part of Labor. Audits performed did not always 
conform to required audit standards. The audit function has 
nevertheless benefited the CETA program and the Depart- 
ment of Labor. Auditors have recommended that grantees 
establish better internal controls and better management of 
cash transactions. 
Recommendations: The cognizant congressional commit- 
tees should eliminate the audit backlog when further CETA 
authorization and funding are considered. The Secretary of 
Labor should increase the surveillance over prime sponsor 
audits to make sure that the effectiveness of controls over 
sub-granted or contracted funds is tested. The Secretary of 

Labor should institute more comprehensive quality as- 
surance procedures to ensure that all CETA audits meet re- 
quired audit standards. The quality testing procedures 
should be applied to a scientifically selected sample of au- 
dits. Further, the tests should be a balanced mix of contract 
reviews, desk reviews, workpaper reviews, and onsite re- 
views. The results of such testing would provide a standard 
against which the quality of all audits being done by Depart- 
ment of Labor auditors, independent accountants, and 
State and local auditors could be measured. The Secretary 
of Labor should determine the amount of resources neces- 
sary to perform needed audits as soon as it becomes clear 
what the Department will be responsible for under the sin- 
gle audit concept Such resources should include both the 
Labor audit staff and the funds necessary to engage inde- 
pendent accountants and State or local government audi- 
tors. 

Agency Comments/Action 

The Department of Labor concurred with all three recom- 
mendations. No evaluation has been made of Labor’s ac- 
tions to implement the recommendations. 

Appropriations 

Comprehensive Education and Training Act - Department 
of Labor, Office of Inspector General 

Appropriations Committee Issues 

When further CETA appropriations are considered, cog- 
nizant congressional committees should ask Labor to pro- 
vide information on the status of efforts to eliminate the au- 
dit backlog. 
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DEPARTMENTOFSTATE 
State Department Should Improve Foreign National Pay Setting 
(FPCD-78-81, I-8-79) 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislative Authorlty: Foreign Service Act of 1946 (P.L. 86-723). P.L. 93-273. P.L. 77-4 11. B- 179700 (1974). 56 Stat, 13. 

Federal agencies overseas employ about 178,000 foreign 
citizens at a cost of about $1.5 billion annually, Legislation 
provides that compensation for foreign national employees 
will be based on locally prevailing wage rates that are con- 
sistent with the public interest. In adopting foreign national 
labor provisions, Congress expected U.S. agencies in a par- 
ticular locale to establish uniform wage rates and employ- 
ment practices, GAO visited Germany, Italy, Japan, Korea, 
and the Philippines to determine if employees were paid lo- 
cal rates and to what extent U.S. Government agencies 
coordinate compensation plans. 
Findings/Conclusions: The Departments of State and De- 
fense vary in the compensation they establish for their for- 
eign employees, and in general, the Department of State 
pays more than the Department of Defense. State Depart- 
ment officials contended the differences were justified be- 
cause of different duties and responsibilities. GAO found lit- 
tle to support that job demands were consistently or appre- 
ciably greater in one agency or the other. State Department 
wage survey techniques generally provided a valid base for 
applying total comparability principles to periodically adjust 
wages. Nonetheless, wage setting would be improved if: (1) 
embassy salary schedules reflected average private sector 
rates, (2) the true costs of retirement and separation pay 
benefits were included in comparability adjustments, (3) 
surveyed jobs were representative of the embassy’s work 
force, and (4) State Department wage survey guidance was 
followed more closely. Despite State Department urgings 
to adopt local retirement plans, most of the Department’s 
overseas posts still enroll foreign national employees in the 
U.S. civil service retirement system. GAO believes the 
disadvantages of enrolling foreign employees in civil service 
far outweigh the advantages. Some of the disadvantages 
are: (1) annuities stated in dollars but paid in local currency 
and thus subject to windfall gains or losses from currency 
fluctuations, (2) annuities adjusted according to domestic 

cost-of-living indexes, and (3) minimum annuities clearly 
excessive in low-wage countries such as the Philippines. 
Recommendations: The Secretary of State should improve 
coordination of foreign national pay systems and wage 
schedules with the Department of Defense and other over- 
seas agencies to the extent that: (1) joint wage surveys and 
uniform pay schedules are adopted in countries where both 
agencies directly employ foreign nationals, and (2) Defense 
wage rates are included in State Department wage surveys 
where Defense operates under indirect hire arrangements. 
The Secretary should also monitor overseas wage setting 
more closely to insure that missions: (1) have salary 
schedules that reflect private sector average pay or average 
pay ranges, (2) include the cost of severance in pay adjust- 
ments, (3) survey private sector jobs that represent the 
mission’s work force as closely as possible, and (4) correct 
other wage setting errors such as those which occurred in 
Korea and Italy. Finally, the Secretary of State should re- 
place civil service retirement with prevailing local plans. 

Agency Comments/Action 

The Department of State disagreed or partially disagreed 
with certain of the recommendations and agreed to imple- 
ment others. The Department’s authorizing bills for fiscal 
years 1980 and 1981 express the sense of Congress that 
the Secretary of State should implement the GAO recom- 
mendations, with slight modification, to the extent possible. 

Appropriations 

Salaries and expenses - Department of State 

Appropriations Committee Issues 

Cost of foreign national employees will continue to be a 
problem for the forseeable future. 



DEPARTMENTOFSTATE 
Improving the Management and Coordination of Reviews, Inspections, and Evaluations in the U.N. System 
(10-81-11, 11-19-80) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (0151) 
Legislative Authority: Foreign Assistance Act of 1973 (P.L. 93-189; 22 U.S.C. 2221). 

Ways in which management and coordination of reviews, 
inspections, and evaluations in the United Nations (UN.) 
system can be improved are discussed. The primary 
methods of improvement must be through member 
governments and through increased support of the Joint In- 
spection Unit by the Department of State. 
Findings/Conclusions: A number of actions were taken to 
improve the external and internal auditing and evaluations 
of UN. activities. The creation of the Joint Inspection Unit 
(JIU) was one such improvement. The aim of JIU was to im- 
prove management and coordination in the UN. system. 
The JIU had broad investigative powers covering all UN. 
operations but had no specific evaluation responsibilities. 
Congress amended the Foreign Assistance Act in 1973 at 
the suggestion of GAO. Instead of creating a new U.N. in- 
vestigative body, the Department of State decided to urge 
the strengthening of JIU. With the change in the Foreign 
Assistance Act, JIU increased the number of inspectors and 
expanded its scope, but more can be done. GAO noted that 
the General Assembly is not always aware of the qualifica- 
tions of inspector candidates. There is often a duplication of 
reviews, and each group is not always aware of what others 
are working on. 
Recommendations: The Secretary of State should specifi- 
cally task a senior officer to ensure that adequate support 
and attention is provided to the work and reports of JIU. 
The Secretary of State should work through his representa- 
tives in the UN. system and other member-government 
representatives to seek to have JIU intensify its reviews of 
the evaluation reports. The Secretary of State should in- 
struct the U.S. Mission and U.S. delegates to the UN. to 
work with other member-country delegates to stress the 
need to annually publish the status of the JIU recommenda- 
tions. The Secretary of State should work through his 
representatives in the UN. system and other member-gov- 
ernment representatives to urge UN. organization executive 
heads to increase their commitments to evaluations. The 
Secretary of State should instruct the U.S. Mission and U.S. 
delegates to the U.N. to work with other member-country 
delegates to stress the need to have U.N. organizations 
carefully consider requests to JIU, taking into account the 
needs of the U.N. system, and whether objectives can be 
accomplished through other means. The Secretary of State 
should instruct his representatives to the United Nations 
and the specialized agencies to work with other member- 
governments to formulate a request that JIU adopt specific 

review and reporting guidelines that will be made available 
to member-governments. The Secretary of State should 
work through his representatives in the U.N. system and 
other member-government representatives to urge UN. 
system organizations to complete their internal evaluation 
systems as quickly as possible, and provide evaluation 
results when practicable to all member-governments. The 
Secretary of State should instruct the U.S. Mission and U.S. 
delegates to the UN. to work with other member-country 
delegates to stress the need to encourage JIU to exchange 
and discuss work programs with other review groups, such 
as internal and external audit groups and other UN. organi- 
zations involved in inspections and evaluations. In this re- 
gard, GAO believes that the State Department, through its 
representatives to the United Nations, should continue to 
support the proposal to establish an Auditor General posi- 
tion and an expanded Board of Auditors. The Secretary of 
State should instruct the U.S. mission and U.S. delegates to 
the UN. to work with other member-country delegates to 
stress the need to consider and appoint highly qualified 
candidates as JIU inspectors who have experience which 
parallels the inspection and evaluation work performed by 
JIU, and that all General Assembly members have a chance 
to review and discuss the qualifications of the inspectors be- 
fore deciding on the appointments. 

Agency Comments/Action 

The Department of State was in agreement with some of 
the GAO recommendations, but it disagreed with others, 

Appropriations 

Contributions to international organizations - Department of 
State 

Appropriations Committee Issues 

A 1973 amendment to the Foreign Assistance Act, Section , 
301(e)(3), requires that the President advise Congress on 
actions taken on recommendations made by the UN. JIU. 
The Department of State, in commenting on the GAO re- 
port, said that an annual status of all JIU recommendations 
would involve a very substantial expenditure for an en- 
deavor of doubtful value. Thus, this legal requirement is not 
being met,. 
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DEPARTMENTOFSTATE 
Much More Can Be Done by the State Department To improve Overseas Real Estate Management 
(ID-81 -15, 2-9-81) 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislative Authority: Foreign Service Buildings Act, 1926 (22 USC. 291 et seq.). 

The Department of State’s Office of Foreign Buildings. 
Operations (FBO) is responsible for acquiring, construct- 
ing, selling, and maintaining properties located around the 
world. FBO has had numerous problems in managing its 
overseas real estate for many years. GAO reviewed these 
problems in a previous report, and some improvements 
have been made including: general criteria and guidelines 
have been issued concerning employee housing; a preven- 
tive maintenance and repair handbook has been prepared 
and issued to the posts; a pilot preventive maintenance pro- 
gram has been started; and staffing levels at the Office of 
Foreign Buildings Operations headquarters have increased. 
However, other problems remain. 
FlndingslConclusions: GA@ found that post-level property 
managers lack the experience and technical expertise to ful- 
fill their responsibilities effectively. At present the Office has 
no control over the careers, assignment, or training of either 
the General Services officers or the area officers. The full 
costs of operating and maintaining individual buildings are 
still not known; as a result, it is nearly impossible to deter- 
mine whether and when a building should be replaced. Real 
property inventory records continue to be inaccurate and 
incomplete, and construction projects continue to experi- 
ence unnecessary delays and consequent cost overruns. 
Further, excess overseas property is not promptly identified 
and, therefore, is unnecessarily retained. Finally, State’s 
current housing policies and standards overseas are incon- 
sistent with those agreed to at the Washington level. 
Recommendations: Congress should consider increasing 
FE0 accountability by requesting detailed explanations of 
the financial impact of project deferrals during budget jus- 
tifications. Congress should consider exercising greater 
control over FBO operations by limiting the availability of 
sales income and the expenditure of carryover funds in any 
fiscal year to the amounts budgeted and approved by the 
committees during annual budget reviews. The Secretary 
of State should limit the expansion of the computerized 
preventive maintenance test program until it is proven ef- 
fective. The Secretary of State should require that FBO and 
the posts develop an accurate, complete, and timely inven- 
tory records system. The Secretary of State should reduce 
fragmentation by having all real estate matters at the posts 
assigned to the General Services Officer. The Secretary of 
State should direct that FBO identify the current and pro- 
jected budget impact of project delays and cost increases 

when requesting funding authority from Congress. The 
Secretary of State should direct FBO to establish con- 
sistent, world-wide criteria for timely identification and dis- 
posal of excess or uneconomical properties. Current inven- 
tory listings of such properties should be made available to 
the Congress during budget hearings. The Secretary of 
State should reaffirm the Department’s commitment to the 
housing standards and instruct the Inspector General to 
periodically review post compliance with the housing policy. 
The Secretary of State should change the Department’s 
budget so that all real estate costs will be consolidated 
within the FBO appropriation. FBO, as the single property 
manager, should be given complete budgeting and control 
authority for these funds. The Secretaty df State should in- 
crease the effectiveness of real property managers through 
more formalized training, rotation in and out of area officer 
positions, and increased input from the Director of FBO on 
reassignments and performance ratings. The Secretary of 
State should accelerate the development of an integrated 
property management information system that will provide 
accurate data on costs as well as compare and contrast 
various data. Such comparisons would enable FBO to 
determine cost trends and identify uneconomical buildings. 
The Secretary of State should ask Congress for full funding 
to cover the project site, design, and construction. Full 
funding would compress the time frames needed to com- 
plete the project and allow for a more realistic estimate. 
The Secretary of State should instruct FBO management 
officials to document, as part of the project file, how and 
why any particular architect is selected to design State De- 
partment Buildings. The Secretary of State should direct 
FBO and the posts to maintain specific cost records that 
will identify all costs related to the operation and mainte- 
nance of individual properties abroad. 

Agency Comments/Action 

The Department of State expressed agreement in principle 
with the objectives of many of the nine recommendations in 
the report, but it promised no new actions. 

Appropriations 

Acquisition, development, and construction - Department 
of State, Office of Foreign Buildings Operations 
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DEPARTMENTOFSTATE 

The 1978 Diplomatic Relations Act’s Liability Insurance Provision--A Requirement Needing Added Attention 
(ID-81 -31, 4-28-81) 

Budget Function: International Affairs: Conduct of Foreign Affairs (0152) 
Legislative Authority: Diplomatic Relations Act (P.L 95-393). 

The Diplomatic Relations Act requires all foreign missions, 
members of missions and their families, and officials of the 
United Nations entitled to diplomatic immunity to carry lia- 
bility insurance against risks arising from their operation of 
motor vehicles, vessels, or aircraft in the United States. It 
also creates a substantial right of an injured party to 
proceed directly against the insurance company where the 
insured member enjoys immunity from suit. GAO reviewed 
the Office of Protocol’s administration of this requirement. 
Findings/Conclusions: A random sample of the foreign di- 
plomatic representatives residing in the Washington, D.C., 
metropolitan area showed that there has been substantial 
compliance with the requirement by those owning motor 
vehicles. However, the locally established minimum limits of 
liabii coverage which the Department of State requires 
the foreign diplomatic representatives to have are inade- 
quate and should be higher. ln the District of Columbia, 
there have been 69 traffic accidents involving foreign di- 
plomatic representatives or their families, and these individ- 
uals were at fault in 39 of the accidents. The required liabili- 
ty insurance must provide no less than the minimum limits 
of liability specified by law in the jurisdiction where the car is 
garaged, and also suggests that every person subject to the 
Act should have and maintain adequate insurance to afford 
reasonable compensation to accident victims. Although it 
recommends higher limits, the State Department cannot 
ensure that they are being obtained. GAO believes the 
higher limii should be required. The minimum limits es- 

tablished and required do not adequately afford reasonable 
compensation to victims of accidents caused by foreign di- 
plomats. The need exists to impose separate limits for the 
foreign missions that are higher than those imposed by 
State and local jurisdictions because of the inability of ac- 
cident victims to sue and successfully collect damages 
from those enjoying diplomatic immunity. 
Recommendations: The Secretary of State should establish, 
for those who enjoy diplomatic immunity, minimum limits 
of liability that are in excess of the minimum limits 
prescribed by State and local governments that will ade- 
quately afford reasonable compensation to accident vic- 
tims. 

Agency Comments/Action 

In its section 236 response to the report recommendation, 
the Department stated that: (1) it agrees that the minimum 
coverage required by most local jurisdictions is unrealistic; 
and (2) it recommends higher minimum limits in its regula- 
tions, but it does not believe it appropriate at this time to re- 
quire higher minimum limits than those prescribed by local 
authorities. 

Appropriations 

Administration and staff activities - Department of State, Of- 
fice of Protocol 
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DEPARTMENT OF STATE 

Fundamental Changes Needed To Achieve Shared Support Services for Federal Agencies Overseas 
(10-81-37, 4-29-81) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: 22 U.S.C. 2695. 31 U.S.C. 66a. 

R 

The State Department offers support services, such as 
security, housing, and motor pools to most Federal agen- 
cies overseas on a reimbursable basis. At some posts, serv- 
ice organizations are jointly staffed by the State Department 
and other agencies. In 1976, the State Department estab- 
lished the Foreign Affairs Administrative Support (FAAS) 
system which provides for charging other agencies only for 
the incremental support costs incurred because of their 
presence overseas. 
Findings/Conclusions: While the State Department provid- 
ed some services on a reimbursable basis at the posts GAO 
visited, many agencies had developed extensive duplicate 
capabilities. Requiring all agencies to combine administra- 
tive capabilities could reduce duplication. However, no re- 
quirement exists for agencies to consolidate and, as a 
result, sharing remains largely voluntary and vanes from 
post to post. The lack of independence of the administrative 
support function is perceived as a problem by the agencies 
because the State Department both provides and uses 
these services. The most commonly duplicated services are 
motor pools and personnel management systems. At posts 
located within reasonable proximity of Department of De- 
fense (DOD) activities, GAO found potential for some con- 
solidation of similar administrative functions. The State De- 
partment’s approach to establishing charges to agencies 
for administrative support is unacceptable, because it bases 
charges on estimated rather than actual costs. The prob- 
lems identified should be considered in the Department’s 
current redesign of its accounting system. The FAAS is 
complicated and not adequately documented, allocation 
principles are applied inconsistently from post to post, and 
the quality of administrative support is generally adequate. 
Recommendations: Congress should establish a policy of 
mandatory consolidation of most administrative support for 
those agencies under the jurisdiction of an ambassador a- 
broad. Congress should task the Secretaries of State and 
DOD to identify those posts which are located within rea- 
sonable proximity of DOD activities and to determine which 
administrative support activities should be shared. The 
Secretary of State should submit the accounting system, 

which includes the FAAS system, to GAO for formal ap- 
proval as required. The Secretary of State should include 
the development of documentation describing the FAAS 
system in the redesign of the accounting system. The 
Secretary of State should ensure that charges for adminis- 
trative support are established on actual rather than es- 
timated costs as the redesign of the State Department’s ac- 
counting system continues. The Secretary of State should 
establish department and post level training programs to 
achieve a consistent, accurate, and adequate understanding 
of the overseas administrative support program and the 
FAAS system by State Department and other agency per- 
sonnel. The Secretary of State should develop and imple- 
ment a program to enhance the selection, development, 
and placement of personnel within the administrative func- 
tion. Such a program should include as a minimum the 
identification of (1) administration as an area of expertise 
which requires special skills; (2) appropriate selection cri- 
teria which reflect a need for the identified skills; (3) internal 
and external training programs which will aid in developing 
and maintaining the ability to satisfactorily provide adminis- 
trative services; (4) critical experience and training require- 
ments for placement in the various administrative positions 
at overseas posts. 

Agency Comments/Action 

In commenting on the report, the Department stated that, 
among other things, it is convening a task force to examine 
the objectives and methods used in the selection, training, 
placement and career development of administrative of- 
fices. Hearings on the report were held by Chairman Jack 
Brooks, Legislation and National Security Subcommittee, 
House Committee on Government Operations. Testimony 
was provided by GAO, State, AID, the International Com- 
munication Agency, and the Defense Intelligence Agency. 

Appropriations 

Administrative and staff activities - Department of State, 
Under Secretary for Management 
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DEPARTMENT OF STATE 

Management of the Department of State Office of Passport Services Needs To Be Improved 
(10-81-39, 8-6-81) 

Budget Function: lntemational Affairs: Foreign Information and Exchange Activities (0153) 
Legislative Authority: Independent Offices Appropriation Act, 1952 (31 U.S.C. 483a). 22 C.F.R. 51 .l. 22 U.S.C. 21 la. 18 
U.S.C. 3291. 8 U.S.C. 1104.44 U.S.C. 3312. 

GAO reviewed the Department of State’s Office of Passport 
Services, the Travel Document Issuance System (TDIS), the 
Passport Files Miniaturization (PFM) system, passport 
records storage, passport fraud programs, special handling 
fees, and the Passport Lookout System. The objective of the 
review was to evaluate the effectiveness of these functions 
within the Department 
Findings/Conclusions: TDIS, the Department’s new com- 
puterized system for issuing passports, is plagued by defi- 
cient planning. TDIS will cost between $12 to $15 million 
over the next 4 years, and management needs to take on 
more comprehensive planning. The PFM system is anothor 
problem area that has presented difficulties to the passport 
management staff. Because of technical complications 
withii the system, operational performance troubles, and 
inadequate management attention to the new file system, a 
severe backlog of work has developed, clogging the system 
with over 2 million passport applications. Still another relat- 
ed records management problem is the storage of original 
passport records. Costing over s200,OO each year, the De- 
partment has over 140 million passport documents in 
storage. One of the most severe problems facing the De- 
partment is that of passport fraud. Although the Depart- 
ment discovered 1,002 cases of passport fraud in fiscal year 
1980, it has been presumed that this is just the tip of the 
iceberg. GAO identified two operational areas of concern 
that are performed as daily passport functions: (1) the ine- 
quitable provision for the special handling of passports that 
require fast delivery because of urgent departure dates or 
because of requests by passport applicants; and (2) the 
operation of the Passport Lookout System, a system that is 
used to screen passport applications for admiiistrative, law 
enforcement, and national security purposes. GAO believes 
that the system is basically sound but is experiencing a 
number of difficulties. 
Recommendations: The Secretary of State should restruc- 
ture the system to use one standard design at a reduced 
number of passport processing centers. The Secretary of 
State should use the methodology provided by the 1977 
Arthur D. Little, Inc., study on passport markets to continu- 
ally review the geographic sources of potential market 
growth so that workloads can be maintained at appropriate 
levels. The Secretary of State should develop and imple- 
ment a plan, when appropriate, to issue the new TDIS type 
passports for the Honolulu agency, the insular offices, and 
the overseas foreign service posts. The Secretary of State 
should tiect that a technical team be formed to review the 
Passport files miniaturization system to identify and correct 
design, operation&, and technical problems that are impair- 
ing the system’s efficiency. The Secretary of State should 
correct the passport files miniaturization system’s program- 
ming and data entry. The Secretary of State should rees- 

tablish and clarify specific responsibility for passport 
records matters, including oversight of the passport files 
miniaturization system by the Foreign Affairs Information 
Center. The Secretary of State should direct that periodic 
inspections of the passport files miniaturization system be 
performed and inspection logs be maintained by Foreign 
Affairs Information Center. The Secretary of State should 
initiate a project to separate permanent records from 
disposable passport records. The Secretary of State should 
adjust the retention schedule from 100 years to 15 years for 
disposable passport records originating from 1925 to the 
first half of 1978. The Secretary of State should adjust the 
retention schedule for disposable passport records that 
have been microfilmed from 15 years to the validity period 
of a passport. The Secretary of State should establish a for- 
mal agreement with the various components of the Depart- 
ment of Justice to establish firm jurisdictional responsibility 
for the investigation of passport fraud. The Secretary of 
State should examine the possibility of entering into an 
agreement with the Postmaster General to investigate 
passport fraud cases using U.S. mails. The Secretary of 
State should begin passport fraud seminars for passport 
agents at insular offices. The Secretary of State should 
conduct more frequent or extended fraud seminars and re- 
lated training for outside acceptance facilities. The Secre- 
tary of State should provide more timely and complete 
feedback to adjudicators on individual cases of suspected 
fraud. The Secretary of State should send fraud bulletins to 
foreign service posts and insular offices regularly. The 
Secretary of State should improve fraud statistical reporting 
from foreign service posts and passport agencies. The 
Secretary of State should implement recommendations in 
the Department’s passport fraud report of June 3, 1980. 
The Secretary of State should amend passport application 
instructions to require special handling fees when special 
mailing services are either requested or required by the ap- 
plicant The Secretary of State should initiate a task force 
composed of Department personnel associated with com- 
puter, communication, and passport functions to 
comprehensively evaluate the adequacy of equipment, 
communication lines, and code identifiers of the Lookout 
computer system. The Secretary of State should purge un- 
necessary names from the tookout data base by effective 
annual reviews of the Lookout system The Secretary of 
State should assign specific responsibii for the adminb- 
tration of both the computerized Lookout and Ciicular Post 
Lookout File to one office. The Secretary of State should 
send the three insular offices whih do not have the equip- 
ment to screen applications through the computerized 
Lookout copies and updates of the Circular Post Lookout 
File. The Secretary of State should direct foreign service 
posts and insular offices to consistently and properly use 



the computerized Lookout or Circular Post Lookout Files. 
The Secretary of State should establish an improved system 
of assuring that wanted Federal felons, individuals with ap- 
plicable court ordered restrictions, and others are denied 
passports as required by law. 

Agency Comments/Action 

The Department of State generally agreed with the recom- 
mendations contained in the report and has initiated 
corrective actions. The Department agrees that processing 
centers should be kept to a minimum. One agency is 
scheduled to close and other agencies are being con- 
sidered for reduction to acceptance facilities. The Depart- 
ment favors creation of a technical team to review and 
resolve operational and technical problems of the Passport 
File Miniaturization System. The Department agreed that re- 
taining records for 100 years is excessive and is considering 
actions that can be taken to resolve the problem. Twelve 
new permanent positions have been allocated by the De- 
partment exclusively For anti-Fraud efforts. The Department 
agrees that fees should be charged for special mailing of 
passport applications, but only when the need for special 
mailing services is noted and requested by the applicant at 
the time of application. The procedure for annual review of 
the Lookout System will be strengthened. The Department 
will review all computer-assisted systems for efficiency and 
to predict future needs. 

Appropriations 

Administration of foreign affairs - Department of State, 
Bureau of Consular Affairs 

Appropriations Committee Issues 

The Committees should assure that the Department of 
State has implemented the recommendations in the report. 
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DEPARTMENTOFSTATE 
Identifying Marginal Activities Could Help Control Growing U.N. Costs 
(ID-81 -61, g-30-81) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (0151) 

GAO reported on the efforts of the Secretary General of the 
United Nations (UN.) to reduce UN. costs by identifying 
marginal and ineffective activities. The review was undertak- 
en because Congress is concerned about the growing UN. 
budget and the corresponding U.S. contribution. Member 
countries believe that the real growth of the UN. budget can 
be lowered by shifting resources from obsolete, marginal, 
and ineffective activities to new activities. Every year, the 
Secretary General identifies more marginal activities to be 
terminated; however, he still has not identified enough to 
have much effect on the budget. 

FindingslConcluslons: The Secretary General has asked 
program managers to determine if any of their activities are 
of marginal value. GAO believes that not many activities 
have been identified as marginal because program manag- 
ers are unable to objectively evaluate their own activities. In 
a recent study, the UN. Joint Inspection Unit also conclud- 
ed that a main reason for the unsatisfactory response is the 
reliance on program managers to identify marginal activi- 
ties. Unit inspectors believe that, to make the identification 
process meaningful, more decisive efforts are needed. It 
suggested establishing a monitoring unit in the Secretariat 
that would have the authority to terminate activities. The 
unit also suggested establishing groups outside the Secre- 
tariat to analyze U.N. operations. GAO agreed that there 
may be a need to adopt alternative identification ap- 
proaches and believes that the unit’s suggestions provide a 
basis for pursuing such approaches. GAO believes that ex- 
isting U.N. programming, financial, audit, and evaluation 
groups can satisfy these needs without additional costs. 

Recommendations: The Secretary of State should instruct 
the U.S. Mission and U.S. delegates to the United Nations to 
call for the Secretary General and appropriate intergovern- 
mental bodies to evaluate the Joint Inspection Unit’s 
recommendations. The Secretary of State should instruct 
the U.S. Mission to suggest to the United Nations that the 
Office of Program Planning and Coordination, the Office of 
Financial Services, the U.N. Board of Auditors, and the Joint 

Inspection Unit be used to identify possible marginal activi- 
ties. The Secretary of State should continue to review in de- 
tail the proposed UN. budget and the Secretary General’s 
reports on marginal activities. In addition, the information 
developed by program managers as a result of these exer- 
cises should be shared with U.S. representatives on the Fifth 
Committee and the Committee for Program and Coordina- 
tion. This action will enhance their credibility by demon- 
strating to other member countries that these activities are 
included in the proposed budget. The Secretary of State 
should consult with other major contributors in the Western 
European and Other Group on the importance of identify- 
ing such activities so that a common strategy for reducing 
budget growth can be developed. The Secretary of State 
should continue to stress the importance for the Secretary 
General to comply with repeated resolutions requesting him 
to identify marginal activities. The Secretary of State should 
annually advise the appropriate congressional committees 
on the status of U.N. identification efforts and the effect on 
U.S. contributions. 

Agency Comments/Action 

No agency comments were received as of the date of this 
report. 

Appropriations 

International organizations - Department of State 

Appropriations Committee Issues 

In view of growing U.N. costs and the corresponding U.S. 
contribution, the Committees should gain assurances from 
the Department that: (1) it is continuing its efforts to gain 
compliance by the Secretary General in identifying marginal 
U.N. activities, and (2) it has urged consideration of the 
Joint Inspection Unit recommendations and has suggested 
that existing rather than new U.N. bodies be used to identify 
marginal activities to preclude additional costs. 
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DEPARTMENTOFTHEINTERIOR 
Tram-Alaska Oil Pipeline Operations: More Federal Monitoring Needed 
(EMD-81-11, l-6-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: 49 C.F.R. 195. P.L. 93-153. 

To see how well the pipeline monitoring of both pipeline 
and environmental integrity is being carried out, GAO 
evaluated several technical and environmental stipulations 
imposed on the operating company as conditions for the 
pipeline’s right-of-way across Federal lands. 
Findings/Conclusions: The operating company has deviat- 
ed from various technical requirements designed to prevent 
or detect oil leaks, and corrective action has not always 
been taken. It was also found that: the company is not com- 
plying with the stipulation for a system that would detect 
pipeline settling and thus provide an early warning leak 
prevention system; it has not run internal corrosion pitting 
surveys as frequently as required in the approved corrosion 
control plan: the line volume balance leak detection method 
is not operating at the sensitivity specified in the approved 
design; the effectiveness of the earthquake-monitoring sys- 
tem has not been thoroughly evaluated by the agency; and 
the monitoring office of the agency is experiencing difficulty 
in staffing because of executive branch hiring limitations 
imposed to cut costs and the agency’s deemphasis on the 
use of consultants. Since applicable costs are charged to 
the operating company, these hiring limitations are un- 
necessary. GAO and a consultant spot-checked conditions 
along the length of the pipeline. The operating company 
has been responsive to various environmental problems 
which had been identified. However, in order to fully ad- 
judge the company’s compliance with the stipulations, 
long-term environmental impact research is necessary. The 
research which has been done has been uncoordinated and 
inadequate. The problem is exacerbated by the fact that 

other agencies, including the U.S. Fish and Wildlife Service 
and the U.S. Geological Survey, cannot charge the cost of 
pipeline-related environmental studies to the operating 
company. 
Recommendations: The Secretary of the Interior should 
direct the authorized officer to establish a list of the priority 
research requirements necessary to evaluate the long-term 
environmental impact of the Alyeska Pipeline Service 
Company’s actions, and conduct or arrange to have such 
studies conducted. Consideration should be given to the re- 
search projects previously mentioned in this report. 

Agency Comments/Action 

Interior has taken action on the GAO recommendations. A 
plan for an early warning leak prevention system is being 
prepared and analyses on long-term environmental studies 
are being conducted. Whether these studies address GAO 
concerns remains to be determined. 

Appropriations 

Energy development in Alaska - Department of the Interior 
Energy development in Alaska - Department of Energy 

Appropriations Committee Issues 

The Appropriations Committees should review the ability of 
the Department of the Interior to effectively monitor the 
pipeline, given staffing limitations to cut the program’s 
costs during coming fiscal years. 
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DEPARTMENT OF THE INTERIOR 

Actions Needed To Increase Federal Onshore Oil and Gas Exploration and Development 
(EMD-81-40, 2-11-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Mineral Lands Leasing Act (30 U.S.C. 181 et seq.; 30 USC. 351 et seq.). Federal Coal Leasing 
Amendments Act of 1975 (90 Stat. 1083). Wilderness Act (16 USC. 1131 et seq.). Wild and Scenic Rivers Act (16 U.S.C. 
1280). Department of Energy Organization Act (42 U.S.C. 7101). 

The use of Federal lands for fossil fuels exploration has be- 
come an important issue. Managing these lands involves 
difficult trade-offs between the often-conflicting issues of 
development, conservation, and environmental protection. 
An examination was performed to determine how the ex- 
ploration and development of oil and gas from Federal 
lands could be accelerated. 
Findings/Conclusions: GAO found that the use of Federal 
lands for fossil fuels exploration and development is ham- 
pered by: (1) the unavailability for leasing of prospectively 
valuable Federal oil and gas lands; (2) the imposition of 
stipulations on leases which restrict exploration and devel- 
opment; and (3) lengthy delays in the approval of Federa! 
leases and drilling permits. GAO has determined that the 
first two of these issues are more significant due to the in- 
definite duration of actions which have closed lands, the 
severeness of stipulations on leases, the large acreages in- 
volved, and their substantial oil and gas potential. 
Recommendations: Congress should determine whether it 
wishes to be excluded from the review and possible disap- 
proval of decisions to close lands to mineral leasing. If not, 
Congress should amend section 202(e) of the Federal Land 
Policy and Management Act to provide that the manage- 
ment decisions closing lands to mineral leasing and affect- 
ing smaller sized tracts should be reported to Congress. 
Section 202(e) should be further amended to require that 
Department of the interior submit with each report to the 
Congress the minerals report described in section 
204(c)(2) for withdrawals and any other information re- 
quired in section 204(c)(2) which the Congress considers 
appropriate. Congress should also amend section 3 of the 
Engle Act so that the withdrawal information for military ap- 
plications conforms with the Land Policy and Management 
Act’s section 204(c)(2) requirements for mineral analyses. 
The Secretary of Defense should formulate a minerals poli- 
cy, consistent with current national energy needs and 
evaluations of oil and gas potential on affected lands, that 
will provide guidance to the military services in making in- 
stallations available to leasing. The Secretaries of Agricul- 
ture and the Interior should direct the Forest Service and 
the Bureau of Land Management, respectively, to establish 
standards and criteria for the use of restrictive stipulations, 
such as surface disturbance and “no surface occupancy” 
restrictions. Leasable lands should then be inventoried to 
determine the extent of the use of such stipulations and to 
verify if the stipulation use meets the standards and criteria. 
Stipulation uses which are determined to be unjustified 
should be removed. The Secretary of the Interior should (1) 
direct the Bureau of Land Management to change its guide- 
lines implementing the National Environmental Policy Act 

to defer the requirement for environmental assessments for 
oil and gas activities until surface disturbance is proposed; 
(2) direct the Bureau to establish standard timeframes for 
the completion of lease processing; (3) direct the Bureau to 
work with surface management agencies to develop 
cooperative agreements and goals for lease processing; (4) 
direct the Bureau to develop a standard followup system for 
tracking outstanding lease applications; (5) direct the Geo- 
logical Survey to clearly state in its guidelines (Notice to 
Lessees No. 6) what the operator is required to submit, 
such as designation of operator, and unit agreements, to 
meet the Survey’s legal and administrative requirements; 
(6) direct the Survey to review drilling permit applications 
and notify an applicant within 7 days of filing date if his ap- 
plication is incomplete; (7) direct the Survey to develop 
standard procedures for tracking and recording actions tak- 
en on Applications for Permit to Drill; and (8) direct the Sur- 
vey to coordinate with operators so that they have an ar- 
chaeologist available during joint-site inspections, whenever 
a surface-managing agency requires that an archaelogical 
survey be done prior to drilling. The Secretary of the Interi- 
or should (1) establish criteria upon which “no leasing” de- 
cisions must be based and also require the Bureau of Land 
Management to maintain records of “no leasing” decisions 
adequate enough to permit periodic F ongressional over- 
sight; (2) require the Bureau to inventory lands which have 
been closed by management decision to oil and gas leas- 
ing, and then retain closure only to the extent it can demon- 
strate that a continuation of the decision not to lease is 
based on the criteria defined above; (3) direct the Bureau to 
give priority to evaluating pre-Engle Act Defense with- 
drawals under the Bureau’s withdrawal review program, and 
any existing prohibitions on oil and gas leasing should be 
reviewed and revoked where possible; and (4) direct the 
Geological Survey to review the oil and gas potential of the 
Fish and Wildlife refuges in the lower 48 states, and report 
its findings to the Bureau and the Fish and Wildlife Service. 
The Secretary should then seek regulatory changes to 
make these lands available for leasing in a manner compat- 
ible with their fish and wildlife resources, and report his find- 
ings to Congress; direct the Bureau to develop a withdrawal 
review program, similar to the Federal Land Policy and 
Management Act’s program, to include the remaining 38 
States; and direct the Bureau to inventory and justify lands 
withheld from the simultaneous leasing system. 

Agency Comments/Action 

The Department of the Interior agreed with most of the re- 
port’s recommendations and has taken actions to better 
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coordinate mineral leasing actions with the Department of 
Agriculture. However, Interior does not feel that its land use 
planning closes land to leasing, that an inventory of lands 
closed administratively to leasing is warranted, or that 
timeframes for lease issuance should be implemented by 
the Bureau. 

Appropriations 

Energy and minerals - Department of the Interior, Bureau of 
Land Management 
Energy and minerals - Department of the Interior, Geologi- 
cal Survey 

Appropriations Committee Issues 

The Committees should consider the loss of Federal reve- 
nue from lengthy delays in issuance of oil and gas leases as 
well as oversight of management of Federal lands. 
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DEPARTMENTOFTHEINTERIOR 
Fedend Charges for h&&on Projects Reviewed Do Not Cover Costs 
(PAD-81 -07, 3-3-81) 

Budget Function: Natura! Resources and Environment: Water Resources (0301) 
Legislative Authority: Reclamation Act Water Resources Development Act of 1974 (P.L 93-251). Desert Land Act. Carey 
Act (Irrigation). Fact Finders Act (Reclamation Projects) (43 Stat 703). Reclamation Extension Act. Reclamation Project Act 
of 1939. Omnibus Adjustment Act (Irrigation Projects) (44 Stat 636). H.R. 4127 (96th Cong.). H.R. 4135 (96th Cong.). S. 
1599 (96th Cong.). Gibbons v. Ogden, 22 U.S. 1 (1824). 

The Water and Power Resources Service (WARS) is respon- 
sible for most Federal irrigation projects and charges bene- 
ficiaries for the use of water. GAO reviewed several WARS 
projects under construction to determine: (1) what charges 
wil! be made for the water; (2) to what extent the charges 
will cover the costs to the Federal Government for providing 
the water; and (3) whether farmers could pay more for the 
water without impairing their operations or seriously 
damaging their profits. 
Findings/Conclusions: Legislation origina!ly stipulated that 
the charges for Federal water should return a!! the costs of 
building the irrigation projects; however, subsequent laws 
have not required certain beneficiaries to repay their share 
in full. WARS fixes a price for its irrigation water according 
to the farmer’s ability to pay for the water, which is the 
amount left over from an average farmer’s gross income 
aFter deducting a!1 production costs. T!$s amount is much 
less than the Federal Government’s cost of producing the 
water. A GAO economic analysis indicated that charging full 
cost for the water at a 7.5 percent interest level would be too 
expensive for farmers to afford Federal water. GAO found 
that charging a full-cost price without the interest charge, 
called the interest-subsidy price, would lower the cost of irri- 
gated agriculture and increase yield enough so that farmers 
could probably increase their net income by buying Federal 
water. 

Recommendations: ne Secretary of the Interior should 
direct the Commissioner of WPRS to develop and include 
the following economic analyses in their documents 
prepared as support for Congress during the authorization 
and appropriation process: (1) estimates of the Federal 
Government’s fu!! cost of producing irrigation water, includ- 
ing an interest rate that reflects the then-current cost of mo- 
ney borrowed by the Federal Government. To place this 

cost in perspective, it should be presented as an annual fig- 
ure on an acre-foot and irrigated acre basis; (2) estimates of 
only the yield increases expected for the acres that will re- 
ceive Federal water which wi!! a!!ow Congress and other de- 
cisionmaketi to compare the gains in net income from the 
WPRS. farm budget approach to the gains direct!y atiuta- 
ble to the application of more irrigation water; and (3) esti- 
mates of the change in net income on the acres to receive 
Federal water at fu!! cost. This comparison of costs and 
gross income changes because of irrigation wil! show policy 
makers the direct economic value of producing more irriga- 
tion water. 

Agency Comments/Action 

A letter dated June 16.1981, from the Interior says that the 
Commissioner of the Bureau of Reclamation assured it that 
the existing analyses done by the Bureau do cover the areas 
recommended by GAO. The letter specifical!y stated that 
Bureau budget documents reveal the full cost of the irr!ga- 
tion function. 

Appropriations 

Water project construction - Department of the Interior, 
Bureau of Reclamation 

Appropriations Committee Issues 

During a review of the budget justification documents, the 
Committees and staff should question Bureau representa- 
tives about the interest rate used to arrive at the full cost 
data which they say is presented therein. They should also 
be asked to compare the increase in per-acre farm income 
due to direct application of Bureau water to the annual full 
cost (per acre) of Federal water. 
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DEPARTMENT OF THE INTERIOR 

Issues in Leasing Offshore Lands for Oil and Gas Development 
(EMD-81-59, 3-26-81) 

Buelget Function: Energy: Energy Supply (0271) 
Legislative Authority: Outer Continental Shelf Lands Act (P.L. 83-212; 43, 43 USC. 1331; 16 U.S.C. 1361). Outer Con- 
tinental Shelf Lands Act Amendments of 1978 (P.L. 95-372). Fish and Wildlife Act of 1956 (16 USC. 742a). Fishery Con- 
servation and Management Act of 1976 (16 U.S.C. 1801). Environmental Policy Act of 1969 (National) (P.L. 91-190; 42 
U.S.C. 4321). Water Pollution Control Act Amendments of 1972 (Federal) (33 U.S.C. 1251). Coastal Zone Management Act 
of 1972 (P.L. 94-370; 16 U.S.C. 1451). Coastal Zone Management Act Amendments of 1976. Marine Protection, Research, 
and Sanctuaries Act of 1972 (P.L. 92-532; 16 U.S.C. 1431). Marine Mammal Protection Act of 1972. Endangered Species 
Act of 1973. 

Up to 60 percent of the Nation’s undiscovered oil and gas 
resources are believed to be contained in the Outer Con- 
tinental Shelf (OCS). Over the past 10 years, Congress and 
three Administrations have attempted to accelerate the 
leasing of these areas for oil and gas exploration and devel- 
opment. OCS leasing and development increased signifi- 
cantly during the 1970-80 period. The number of sales in- 
creased by more than 50 percent, and sales were held for 
the first time in seven new OCS frontier areas. These in- 
creases were achieved during a time when sales were con- 
tinuously delayed by lawsuits. However, the planned goals 
of the 1970’s were never achieved, only about 60 percent of 
the planned sales were held, the amount of land leased was 
only a small fraction of what was planned, and nine frontier 
areas were not opened for leasing. 
Findings/Conclusions: Environmental concern and limited 
industry interest in the areas proposed for leasing appear to 
be the two major factors that have affected achievement of 
the leasing goals of the 1970’s. Public concern and the 
need to develop more information about the environmental 
aspects of offshore development have led to an extension in 
the time needed to plan for lease sales, resulting in 
numerous lease sales being delayed or canceled. Concern 
as to whether the Government is receiving a fair monetary 
return on OCS resources, the restriction of OCS leasing in 
offshore national defense areas, and boundary disputes 
have also had an impact on the leasing goals. Because of 
these, about 25 million acres of OCS are not currently avail- 
able for leasing. The majority of this acreage is thought to 
have good resource potential. Legislation enacted in 1978 
seems to be working toward expediting the leasing and 
developing of OCS lands, but it is not leading to a timely 
resolution of the problems being surfaced. Numerous 
groups involved in the OCS program, including the Depart- 
ment of the Interior, have developed their individual percep- 
tions of how the law is to be implemented. Also, there is 
considerable disagreement between Federal and State 
Governments on how State and local governments are to 
participate in the OCS decisions. Judicial decisions have 
significantly affected the policies and direction of offshore 
development as well as the administrative procedures of In- 
terior. interior is considering proposals to streamline the 
preiease process and to increase offshore leasing. 

Recommendations: The Secretary of the Interior should 
identify and examine alternatives for leasing more of the 
tracts offered in lease sales. The Secretary of the Interior 
should take appropriate steps to ensure that sales 
scheduled under the present program are held as planned, 
thus giving a greater degree of credibility to the OCS leas- 
ing program. The Secretary of the Interior should continue 
to seek ways to streamline the leasing process with special 
emphasis on reducing the amount of time needed to plan 
for second and follow-on sales in a lease area, particularly 
the time needed to comply with environmental impact 
statement requirements. The Secretary of the Interior 
should reexamine the justification and rationale for the with- 
drawal of the 25 million acres of offshore lands currently 
not available for lease. The resource potential of these lands 
should be reexamined and reweighed against the reasons 
for exclusion to see if any additional high potential lands 
could now be made available for lease. The Secretary of 
the Interior should direct the United States Geological Sur- 
vey to intensify its efforts to define more precisely the por- 
tions of the OCS that are potentially attractive for leasing. 
This action should lead to increased leasing in those specif- 
ic areas within OCS regions where oil and gas resources are 
thought to be located. 

Agency CommentslAcGon 

interior announced a proposed, revised OCS leasing 
schedule in April 1981. However, Interior’s plans are still 
vague in two areas: (1) ensuring that sales are held on 
schedule; and (2) examining alternatives for leasing more 
tracts. 

Appropriations 

Energy leasing - Department of the Interior, U.S. Geological 
Survey 

Appropriations Committee Issues 

The Committees should monitor the progress of OCS 
sales, given their impact on revenues. OCS sales are a pri- 
mary source of budget revenues and would be expected to 
increase under Interior’s new schedule. 
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CQIWS QF ENGINEERS (CIVIL FCINCTIQNS) 

Montana’s Libby Datn Project: More Study Needed Before Adding Generators and a Deregulating Dam 
(EMD-80-25, II-20-79) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 

The Army Corps of Engineers has proposed modifications 
to the Libby Dam in Montana to increase its generating ca- 
pacity. The increased capacity would not produce more 
electricity than the existing facility, but would help meet 
high-demand daytime needs. The project has been the sub- 
ject of controversy for several years. The Corps has con- 
tended that it is necessary to meet the peak power needs of 
the area. However, others have questioned whether the proj- 
ect would be economically and environmentally sound. 
Findings/Conclusions: In making the benefit-cost analysis 
of the proposed Libby Dam project, the Corps used 
methods which no longer apply in the Pacific Northwest 
Use of this methodology resulted in an overestimation of 
the benefits of the project. The Corps planned to undertake 
a new analysis using more precise data and production cost 
model concepts. State officials and others felt that river fluc- 
tuation limits should be reduced for safety reasons and to 
lessen the effects on the fish population. Such a reduction 
would impair the operating flexibility of the main dam and 
decrease the power benefits at the reregulating dam. No 
studies or other evidence have shown the need to reduce 
the fluctuation limits, and the fishery below the dam was ap- 
parently flourishing. The Corps did not fully analyze five al- 
ternatives to the proposed project. These alternatives in- 
cluded: (1) combustion turbines similar to aircraft engines 
for driving electric generators; (2) cogeneration using heat 
from industrial operations to power the generators; (3) 
power exchanges using the inter-tie that stretches from Cali- 
fornia to Washington; (4) load management which smooths 

out the peaks in electricity use by means of remote control 
switches, thermostats and circuit breakers in homes and 
businesses; and (5) peak pricing options involving in- 
creased power prices during periods of heaviest demand. 
Recommendations: The Secretary of the Army should direct 
the Chief of Engineers to recompute and to report to the 
Congress the costs and benefits for the project, using I.he 
production cost model approach, and taking care to select 
the authorized discount rate, valid power values, and all ap- 
plicable costs. 

Agency Comments/Action 

As agreed, GAO did not obtain written agency comments. 
The matters presented in the report, however, were dis- 
cussed with appropriate agency officials who agreed that 
further studies are warranted. The Corps has performed fur- 
ther studies. 

Appropriations 

Department of the Army, Corps of Engineers (Civil Func- 
tions) 

Appropriations Committee Bssues 

The Committees should look closely at appropriating mon- 
ey for the Libby Project until the entire project has been au- 
thorized by Congress. 
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DEPARTMENT OF THE INTERIOR 

Are Agencies Doing Enough or Too Much for Archeological Preservation? Guidance Needed 
{CED-81-61, 4-22-81) 

Budget Function: Natural Resources and Environment: Recreational Resources (0303) 
Legislative Authority: Environmental Policy Act of 1969 (National) (P.L. 91-190). Historic Preservation Act (P.L 89-665). 
Historic Sites Act (P-L 74-292). Archaeological Resources Protection Act of 1979 (P.L 96-95). National Historic Preserva- 
tion Act Amendments of 1980 (P.L 96-515). Antiquities Act (P.1 59-209). Executive Order 11593. P.L 86-523. P.L. 
93-291. Department of Interior Order 3060. 

Congress has passed the National Historic Preservation Act 
Amendments to provide additional guidance and clarifica- 
tion to the National Preservation Program. The amend- 
ments give the Secretary of the Interior the authority to 
waive the 1 -percent limitation on the use of project funds to 
defray the costs of data recovery, increase the role of State 
historic preservation programs, and clarify Federal agency 
responsibilities. GAO reviewed the programs of eight agen- 
cies whose activities had potential major impacts on ar- 
cheological sites, the operations of five State historic preser- 
vation offices, and the program management of the Heri- 
tage Conservation and Recreation Service and the Advisory 
Council on Historic Preservation. 
Findings/Conclusions: The National Archeology Program, 
which costs about s 100 million a year, is not working well. 
The Department of the Interior must provide better leader- 
ship and direction to Federal agencies and States. Without 
better guidance, some Federal agencies could spend bil- 
lions of dollars over the next 10 to 30 years for archeologi- 
cal surveys, many of which may not be necessary, while 
other agencies may not do enough to identify and protect 
archeological sites. interior has not established good criteria 
for agencies to use in determining whether identified sites 
are important to the national heritage nor has it provided 
guidance on the extent to which archeological resources 
must be recovered, recorded, or preserved to comply with 
Federal laws and regulations. This has resulted in project 
delays, increased costs, and general confusion over what is 
required to identify sites, determine their significance, and 
protect their resources. Federal departments and agencies 
interpret their responsibiii for identifying archeological re- 
sources differently. Federal agencies rarely coordinate ar- 
cheological overview studies which could avoid duplication 
and save money. State historic preservation offices could 
help Federal agencies determine which properties have 
State and local significance and are eligible for listing on the 
National Register. While some agencies limit archeological 
excavation to project areas, others require Federal permit- 
tees and grantees to excavate sites well outside those areas. 
Lack of information on program costs and accomplish- 
ments hampers the program. 
Recommendations: The Secretary of the Interior should 
seek an amendment to the Archeological and Historic 
Presenmtion Act clar@ing Interior’s rulemaking authority. 
The Advisory Council on Historic preservation should re- 
quire Federal agencies, on large and controversial archeo- 
logical projects, to establish peer review panels to help 
agencies determine how much archeological excavation is 
necessary and to monitor contractor progress and perform- 

ante. The Secretary of the lnterior should promulgate re- 
gulations on Federal data recovery efforts and reporting 
systems including improved dissemination of archeological 
reports to the National Technical Information Service so 
that information can be made available to the archeological 
profession and Federal, State, and local officials in a de- 
cisionmaking capacity. The Secretary of the Interior should 
promulgate regulations on Federal data recovery efforts 
and reporting systems including the development of agen- 
cy reporting systems for providing information to Interior 
and agency management on program costs and accom- 
plishments so that program effectiveness can be monitored 
and reported to Congress. The Secretary of the Interior 
should allocate a portion of Historic Preservation Fund 
grants for State presevation plan development and make 
available to States 70 percent Federal against 30 percent 
State matching grants to use in developing statewide plans 
based on criteria established by the Secretary in consulta- 
tion with the various States. The Advisory Council on His- 
toric Preservation should require Federal agencies to define 
specific significant research questions to be addressed in 
data recovery, in order to justify archeological excavation 
costs. The Secretaries of HUD, Interior, and the Advisory 
Council on Historic Preservation should, either together or 
separately, seek the opinion of the Attorney General con- 
cerning the extent to which HUD is required to make ar- 
cheological surveys to determine whether archeological re- 
sources will be affected by federal@ assisted housing proj- 
ects. The Secretary of the Interior should promulgate regu- 
lations on Federal data recovery and reporting systems in- 
cluding who should pay for archeological work so that un- 
necessary project delays and increased costs can be 
prevented The Secretary of the Interior should promulgate 
regulations on Federal data recovery efforts and reporting 
systems including the specific circumstances and that ex- 
tent to which agencies are required to excavate sites outside 
a project’s direct impact area. The Secretary of the lnterior 
should make State historic preservation offices the focal 
point for determining whether archeological resources are 
significant enough to list on the National Register of Hiioric 
Places. The Advisory Council on Historic Preservation 
should require Federal agencies to relate data recovery to 
priorities defined in State historic preservation plans, where 
approved plans exist The Secretary of the interior should 
issue guidelines for the appropriate and consistent develop- 
ment of State archeological data management capabilities, 
State archeological surveys, and determination of State and 
local site significance. The Secretary of Agriculture should 
direct the Forest Service to improve its program for identify- 



ing archeological resources by making sufficiently compre- 
hensive surveys to preclude the need to resurvey the same 
lands for future projects. The Secretary of Agriculture 
should direct the Forest Service to improve its program for 
identifying archeological resources by monitoring projects 
to verify that significant archeological sites are protected. 
The Secretary of the Interior should propose to OMB revi- 
sions to Executive Order 11593 to state that Federal agen- 
cies are required to conduct archeological surveys on Fed- 
eral lands only (1) when a land-disturbing activity is 
planned; (2) when the operation of existing projects may 
threaten resources: or (3) on a sampling basis as part of 
overview studies for general planning purposes. The Secre- 
tary of Agriculture should require the Forest Service to im- 
prove its program for identifying archeological resources by 
performing archeological surveys on Forest Service lands 
before timber harvests or other land-altering projects. The 
Secretary of the Interior should finalize regulations setting 
forth detailed procedures explaining how Federal agencies 
are to conduct surveys and investigations to locate and 
identify archeological properties. The Secretary of the lnte- 
rior should require States to submit adequate plans as a 
condition of receiving Historic Preservation funds. The 
Secretary of the Interior should establish formal coordina- 
tion procedures among Federal and State agencies per- 
forming archeological overviews. 

Agency CommentslActlon 

HUD and Interior have not responded to date as to the ac- 
tions they have taken or are planning to take. The Forest 
Service ls proposing a restatement of current policy, con- 
cerning the performance and surveys on forest lands before 
timber harvests, to fulfill the GAO recommendations. It is 
also developing a data management support and sampling 
system to preclude the need to resurvey lands that have al- 
ready been surveyed and expects to be operational in FY 
1982. In monitoring projects to verify that significant ar- 
cheological sites are protected, the Forest Service is requir- 
ing the monitoring and reporting results of surface disturb- 
ing projects to be developed. This reporting will be integrat- 
ed into the budget and planning process and will be reflect- 
ed in the targets established for each management unit and 
in measuring the accomplishment of each unit The Adviso- 
ry Council on Historic Preservation (ACHP) has contacted 
both Interior and HUD about jointly seeking the opinion of 
the Attorney General to see’if HUD is required to make ar- 
cheological surveys to determine whether ACHP is working 
with the Corps of Engineers’ various State Historic Preserva- 
tion Offices (SHPO), the Bureau of Land Management, and 
the Forest Service in developing regional archeological 
planning to develop a framework to make better decisions. 
A handbook is being developed to help agencies define 
specific significant research questions. ACHP is also com- 
piling a list of qualified archeologists willing to serve on a 
peer review panel. 

Approprlatlons 

Archeology and historic preservation - Department of the 
Interior, National Park Service 

Appropriations Committee Issues 

In chapter three of the report, GAO pointed out the impor- 
tance of the SHPO’s in being the focal point to help Federal 
agencies determine which properties have State and local 
significance and are eligible for listing on the national regis- 
ter. (iA0 recommended that a larger portion of the Historic 
Preservation Fund grants go to the States to help them 
develop federally approved State plans. However, the 
President’s budget calls for reducing the Historic Preserva- 
tion Fund from $32 million to $5 million in FY 1982 which 
would cut off Federal funding of SHPOs and greatly reduce 
their role in determining significance. This will seriously im- 
pede the Government’s program to determine archeologi- 
cal significance because, without adequate State plans and 
criteria, almost any site can be justified as significant. The 
most likely result of this reduction is that the Government 
will probably spend millions more than it would save in try- 
ing to assess State and local significance. 
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DEPARTMENT OF THE INTERIOR 

Minerals Management at the Department of the Interior Needs Coordination and Organization 
(EMD-81-53, 6-5-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Mining and Minerals Policy Act of 1970 (30 U.S.C. 2 1 a; 16 U.S.C. 153 1). Multiple-Use-Sustained-Yield 
Act of 1960 (16 USC. 528 et seq.). Forest Management Act (16 U.S.C. 472a). Land Policy and Management Act (43 U.S.C. 
1701 et seq.). Wilderness Act (16 U.S.C. 1131 et seq.). Engle Act (Minerals). Environmental Policy Act of 1969 (National) 
(42 U.S.C. 4321 et seq.). Wild and Scenic Rivers Act (16 U.S.C. 1271 et seq.). Clean Air Act. Endangered Species Act of 
1973. 

Growing national awareness of the strategic importance 
and uncertain sources of some minerals is leading to devel- 
opment of a strategic minerals policy. In 1980, Congress 
enacted the National Materials and Minerals Policy Re- 
search and Development Act. The Act establishes the Exec- 
utive Office of the President as the focus of policymaking in 
this area. Any national policy for assuring availability of such 
strategic minerals as cobalt, tin, chromium, and platinum 
must be formulated in light of the potential of federally con- 
trolled resources and the ramifications of Federal land use 
decisions for domestic supply of these commodities. 
Findings/Conclusions: There is a need to improve access to 
Federal lands for mineral exploration and development 
while continuing to protect social and esthetic values. Im- 
proving access for mineral prospectors and mining opera- 
tions will best take the form of clarifying the conditions 
under which exploration and development will be allowed to 
occur for all types of minerals. GAO found that the Depart- 
ment of Interior does not have an adequate minerals man- 
agement policymaking process. Decisions affecting ex- 
ploration and development of mineral resources are made 
without reference to larger strategies for affected commodi- 
ties or markets and the satisfaction of strategic supplies. 
Not having a minerals management policymaking process 
has contributed to: (1) a lack of a a clear understanding of 
the public interest in federally owned mineral resources; (2) 
the potential for large Federal outlays to acquire valid min- 
eral rights to resolve land use conflicts; (3) a disregard for 
the repercussions of decisions to limit mineral activities on 
affected industries; and (4) a limitation of acquisition of 
mineral resource information for areas closed to private in- 
dustry, uncertainty as to the conditions for access and 
tenure needed to encourage investment in mining ventures, 
and delays in reaching decisions affecting access to Federal 
lands for mineral exploration and development. Secure 
sources and stable prices for mineral commodities can be 
overlooked or inadequately assessed. Access and tenure 
should be denied only where an identifiable public interest 
would be unnecessarily or permanently damaged. 
Recommendations: The Secretary of the Interior should 
develop a minerals management program plan which out- 

. lines and discusses in detail the objectives and goals of the 
Department of the Interior with respect to the key questions 
of Federal mineral resource management. He should ex- 
amine how such an explicit statement of objectives could 

be used to evaluate and provide consistency to the Depart- 
ment’s mineral-related budget submissions, program pro- 
posals, and administrative actions. The plan should include 
specific national objectives for the Department’s mineral re- 
source programs, explain criteria for establishing priorities 
for mineral exploration and development, examine con- 
straints to long-term mineral management goals and alter- 
natives for coping with them, and devise strategies for anti- 
cipating and contributing to national industrial and strategic 
requirements. Initial formulation of Federal minerals man- 
agement objectives should be done without regard to the 
constraints of existing legislation and organization. Howev- 
er, development of the plan should include explicit evalua- 
tion of the adequacy of existing legislative and administra- 
tive authority to integrate the objectives of minerals man- 
agement with those of other resource management pro- 
grams. Then, from the perspective of multiple resource 
management, avoidable conflicts should be resolved and 
procedures for site-specific trade-off analysis of both social 
and economic values should be developed. For mineral re- 
sources, in particular, the long-term as well as current re- 
percussions of land disposition decisions should be periodi- 
cally and cumulatively monitored. Both legislative and ad- 
ministrative corrections to achieve this end may need to be 
proposed. Development of the mineral management pro- 
gram plan should provide an opportunity for public and in- 
dustry participation and coordination with local and region- 
al planning agencies. The Secretary should also evaluate 
the need to consolidate or otherwise coordinate Interior’s 
mineral resource authorities, such as assigning responsibili- 
ty for all mineral management functions to a single Assist- 
ant Secretary. 

Agency Comments/Action 1 

The Department of the Interior was late in responding to the 
GAO report. The Department agrees substantively with the 
recommendations. However, it does not believe a minerals 
program plan can be devised at this time. 

Appropriations 

Energy and minerals management - Department of the In- 
terior, Bureau of Land Management 
Energy and minerals management - Department of the In- 
terior, Geological Survey 

. 



DEPARTMENTOFTHEINTERIOR 
Assessing the Impact of Federal and State Taxes on the Domestic Minerals Industry 
(EMD-81-13, 6-8-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Mining and Minerals Policy Act of 1970 (30 U.S.C. 21a). National Materials and Minerals Policy, Re- 
search and Development Act of 1980 (P.L. 96-479). Revenue Act. Tax Reform Act of 1969. Tax Reform Act of 1976. Na- 
tional Materials Policy Act of 1970. Congressional Budget and Impoundment Control Act of 1974 (88 Stat. 297). S. Rept. 
96-937. 

A quantitative assessment was made of one quantitative 
method for assessing the effects of Federal and State taxes 
on the profitability of domestic mines and mineral deposits 
and the attendant implications for domestic mineral pro- 
duction. On the Federal level, GAO analyzed the depletion 
allowance, the investment tax credit, and the provision for 
expensive exploration and development costs. Property, 
severance, and income taxes were analyzed on the State 
level. In seeking to develop a method for measuring the im- 
pact of Federal and State taxes on domestic mineral profita- 
bility, production, and investment, GAO used a computer 
model developed by the Bureau of Mines. The model calcu- 
lates net present values and discounted cash-flow rates of 
return for currently producing mines and for undeveloped 
deposits. Further, the analysis was performed on four min- 
eral commodities. Copper, lead, zinc, and molybdenum 
were selected because the United States is a competitive 
producer of these minerals. These minerals are also impor- 
tant to the Nation’s economy; they contribute $2.6 billion 
toward the gross national product and provide employment 
for 65,000 people. 
Findings/Conclusions: In its review, GAO found that: (1) 
sufficient quantitative studies have not been performed to 
analyze the effectiveness of percentage depletion as an in- 
centive for mineral production, investment, and exploration; 
(2) sufficient analysis has not been undertaken on the in- 
vestment tax credit or on the tax benefits to the minerals in- 
dustry through the expensing of exploration and develop- 
ment costs; (3) 97 percent of depletion allowance-tax ex- 
penditure benefits accrue to mines which would be profit- 
able even in the absence of this incentive; (4) only a small 
percentage of the benefits go to marginal mines which 
might not produce otherwise; (5) modifications could be 
applied which would increase the benefits of the allowance 
to marginal mines and could result in increased production; 
(6) the investment tax credit has little or no significant effect 
on unprofitable mines because they have no Federal tax lia- 
bility against which the credit might be applied; (7) the 
model results show that 34 percent of the available invest- 
ment tax credit cannot be used by domestic copper, 
lead/zinc, and molybdenum mines; (8) the present model is 
not capable of determining whether the credit rewards pro- 
duction would have occurred regardless or whether it en- 
courages new investment; and (9) changes in the bases, 
rates, and timing of State taxes can significantly affect the 
present value of producing mines and the investment po- 
tential of nonproducing deposits. 
Recommendations: The Secretary of the Interior should 
take the lead in developing and refining a framework to 
quantitatively analyze the link between taxes and mineral 

policy, and report to Congress on his findings. At such time 
as the President formally designates an organization within 
the Executive Office of the President to be responsible for 
policy assessments under the 1980 Act, the Secretary of the 
Interior should inform the head of that organization of the 
progress and nature of the Interior study and invite any as- 
sistance in its completion and evaluation. When completed, 
the study could be used by such an organization in its policy 
analysis and decisionmaking functions. The Secretary of 
the Interior’s studies should include a broadening and shar- 
pening of the analysis of percentage depletion presented 
herein. The analysis should be broadened to include the 23 
critical minerals included in the Bureau of Mines Minerals 
Availability System data base and eligible for percentage de- 
pletion. It should be sharpened to reduce the uncertainty in 
the major assumptions, especially those relating to cost, 
price, and the treatment of each mine as a separate tax- 
payer. Sensitivity analysis should be performed to deter- 
mine the importance of the assumption to the results. This 
analysis should not be either a defense or support of per- 
centage depletion, but rather, it should objectively examine 
the effectiveness of percentage depletion as a tax incentive 
for production, investment, and exploration. The studies 
should include a more refined analysis to determine the ef- 
fects of the proposal to refund the unused portion of the in- 
vestment tax credit. Given that a substantial portion of the 
investment tax credit is unused, and that the beneficiaries of 
refunding the unused credit would be marginal and unpro- 
fitable mines, further attention should be paid to this type of 
refund as a way to stimulate production at marginal mines 
and to provide a source of funds for mineral exploration 
and development. The studies should also include further 
work on the provisions for expensing exploration and devel- 
opment costs. This should include an analysis of the effect 
of the recapture provision for exploration costs on the profi- 
tability of domestic deposits. 

Agency Comments/Action 

The Department of the Interior offered qualified support for 
the development of capability to analyze the relationship be- 
tween tax policy and national minerals development objec- 
tives. The Department’s performance in this regard should 
be examined in the context of overall executive branch ac- 
tivity to implement the National Materials and Minerals Poli- 
cy, Research and Development Act of 1980. 

Appropriations 

Tax policy - Department of the Treasury 
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DEPARTMENT OF THE INTERIOR 

Continuing Need for a National Helium Conservation Policy 
(EMD-81-91, 6-15-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: National Materials and Minerals Policy Research and Development Act. Helium Conservation Act. 
H.R. 3877 (97th Cong.). H.R. 7336 (96th Cong.). H.R. 2620 (96th Gong.). H. Rept. 96-1022. 

Helium is currently used for a number of scientific and tech- 
nical purposes, and it may be essential to the future devel- 
opment and implementation of several energy-related tech- 
nologies presently being researched. However, helium re- 
sources are rapidly decreasing as their most economical 
sources, natural gas fields, are depleted, and as uncaptured 
helium is released to the atmosphere through the burning 
of natural gas. Of further concern is the fact that the natural 
gas with the greatest helium content is now being produced 
and will be substantially depleted within the years 1990 to 
1995, Therefore, GAO undertook a review to determine 
what action has been taken in the past 2 years to develop a 
national helium conservation policy. GAO had previously 
recommended enactment of new legislation that would 
redefine the Nation’s helium conservation program to take 
cognizance of the changing needs for helium and establish 
the objective of conserving helium resources to meet na- 
tional requirements. GAO has also recommmended that 
the Secretary of the Interior, while working with Congress 
for the development of a new helium policy, undertake any 
steps necessary to conserve in the most efficient manner 
the helium from the Tip Top Gasfield in Wyoming, the 
Nation’s largest known nondepleting reserve. 
Findings/Conclusions: GAO found that, in the past 2 years, 
no significant Federal helium conservation action has been 
taken. Additionally, although legislation focusing on 
helium’s energy-related uses has been introduced in 
Congress, none has been enacted into law. Meanwhile, heli- 
um continues to be depleted, the largest private helium ex- 
traction plant is still not operating, and very soon only one 
Federal plant will produce the gas. Furthermore, minimal 
Government and private conservation efforts have barely 
added to the existing helium stockpile since 1979. Although 
research and development funding cutbacks in the pro- 
posed 1982 Federal budget have touched on several 
helium-related technologies, funding for magnetic fusion, a 
potentially large user of helium, has increased, and the oth- 

er cuts do not indicate that the ongoing Federal commit- 
ment to developing helium dependent technologies will 
soon end. However, the prospects for future conservation 
have been aided by the settlement of long-running litigation 
that has constantly hampered past conservation efforts. 
Also, the helium value litigation which has impeded conser- 
vation seems to be well on the road to settlement. 
Recommendations: The Secretary of the Interior should 
direct the Department to develop and make available to the 
appropriate congressional committees its views on legisla- 
tion to restructure the Nation’s helium conservation pro- 
gram along lines which assure long range national helium 
supplies. The Secretary of the Interior should take the 
necessary steps to conserve helium from the Tip Top Gas- 
Field in the most timely and efficient manner, including 
preparation of a comprehensive conservation plan and re- 
lated budget requests. 

Agency Comments/Action 

Interior has begun actions to keep abreast of gas usage at 
Tip Top Gasfield and to study options to conserve its heli- 
um. However, Interior still maintains that legislation is not 
needed to restructure the Nation’s helium conservation pro- 
gram. 

Appropriations 

Helium conservation program - Department of the Interior, 
Bureau of Mines 

Appropriations Committee Issues 

A long-term concern would be for appropriations to ensure 
that the large helium resources available in the Tip Top 
gas-field are conserved. This would be an appropriations 
item by about fiscal year 1987. 
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DEPARTMENT OF THE INTERIOR 

How Interior Should Handle Congressionally Authorized Federal Coal Lease Exchanges 
(EMD-81-87, 8-6-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Federal Coal Leasing Amendments Act of 1976 (P.L. 95-554; 30 U.S.C. 181 et seq.). Surface Mining 
Control and Reclamation Act of 1977 (30 U.S.C. 1201 et seq.). 

GAO examined the experience of the Department of the In- 
terior in handling a proposed exchange of Federal coal 
lands involving the Utah Power and Light Company, an ex- 
change authorized by Congress in October 1978. 
Findings/Conclusions: GAO found an unanswered question 
as to whether the company had a valid right to be issued 
leases, thus whether an exchange was even appropriate. 
The prior Administration entered into an exchange agree- 
ment with the company and began its evaluation on the 
basis that this question did not need to be addressed be- 
cause Congress authorized the exchange. However, 
Congress clearly expressed its intent that before granting a 
noncompetitive lease, the requirements of the Mineral Leas- 
ing Act of 1920 be met Secondly, there was a lack of data 
to make a realistic estimate of the coal reserves on the 
preference right lands, thus making it impossible to make a 
valid equal value determination, as required by legislation 
authorizing the exchange. Finally, consummation of the 
proposed exchange would have resulted in leasing non- 
competitively a prospectively highly competitive tract In ad- 
dition, serious management weaknesses were noted which 
include: (1) the Interior tended to overlook technical prob- 
lems and disregard normal operating procedures; (2) Interi- 
or officials did not involve U.S. Geological Survey (USGS) 
technical people in planning the technical requirements for 
making an equal value determination; (3) becausq coal data 
were inadequate and transportation and marketing as- 
sumptions were of questionable validity, the method used 
was inappropriate; (4) USGS present coal reserve evalua- 
tion standards were not adequate for evaluating complex 
coal deposits; and (5) USGS unnecessarily spent $800,000 
and may spend about $640,000 more this year for drilling 
exchange lands. 

Recommendations: The Secretary of the Interior should 
direct USGS to set standards for the minimum level of data 
that are needed to evaluate a proposed exchange and not 
allow the exchange where that level of data is not available. 
The Secretary of the interior should direct USGS to estab- 
lish definiie criteria for determining when the discounted 
cash flow economic evaluation method is appropriate for 
use in exchange evaluations. The Secretary of the Interior 
should direct USGS to revise USGS Bulletin 1450-B or es- 
tablish separate guidelines to clarify guidance on how 
reserve estimates are to be made for lease sale purposes, 
particularly in instances where coal deposits reside in com- 
plex geologic formations. The Secretary of the Interior 
should direct USGS to develop explicit procedures under 
which the land exchange applicants could, and should, drill 
possible exchange tracts, thereby saving Federal expendi- 
tures and freeing the USGS limited resources to satisfy oth- 
er higher priority drilling requirements. 

Agency Comments/Action 

Based on the GAO reporf Interior announced its rejection 
of the proposed coal lease exchange in Utah and plans to 
include the exchange tracts in future competitive lease 
sales. Interior basically agreed with the recommendations to 
improve management of lease exchanges and has prom- 
ised a number of actions to improve management of future 
exchanges. Specific interior plans and revised regulations 
have yet to be issued. 

Appropriations 

Mineral leasing - Department of the interior 

- . 
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DEPARTMENT OF THE INTERIOR 

Simplifying the Federal Coal Management Program 
(EMD-81-109, a-20-81) 

8udget Function: Energy: Energy Supply (0271) 
Legislative Authority: Federal Coal Leasing Amendments Act of 1976. 

GAO reviewed the Department of the Interior’s regulations 
for the management of existing Federal coal leases and 
preference right lease applications (PRlA’s). The objective 
was to ident@ regulatory modifications that could simplify 
and ultimately enhance the timely and orderly development 
of coal on existing coal leases and PRlA’s:The subjects of 
principal concern to GAO were: (1) the difficulties in imple- 
menting requirements for maximum economic recovery 
(MER); (2) the regulatory requirements for diligent develop- 
ment; (3) the designation of leases as logical mining units 
(LMU’s); (4) duplication of effort in environmental review of 
coal mine plans; and (5) the lack of data needed to meet 
regulatory requirements for processing PRIA’s. 
Findings/Conclusions: GAO found that: (1) the existing and 
proposed regulations on MER were unnecessarky burden- 
some and almost impossible to administer; (2) the lack of 
flexibility in regulations directed at achieving more diligent 
development of existing Federal coal leases could be ad- 
versely affecting certain leases; (3) many of the leases 
designated as LMU’s do not qualify as such, and the 
Interior’s authority for making these designations is ques- 
tionable; (4) in some instances, the mine plan review proc- 
ess was being reviewed by more than one organization, 
resulting in duplicate documents; and (5) the processing of 
many leases could be expedited by waiving certain regula- 
tions that were not in effect at the time the lease applica- 
tions were submitted. 
Recommendations: The Secretary of the Interior should 
direct that existing leases be formed into LMU’s based on 
definitive criteria that considers owner’s consent, tract size, 
and geology, rather than on arbitrary and universal criteria. 
The Secretary of the Interior should consider. in the anaIvsIs 

of coal leasing regulations, possible ways of eliminating 
costly and time-consuming duplication in the environmen- 
tal review process. The Secretary of the Interior should re- 
vise the PRL4 regulations to eliminate the inherent conflicts 
and to provide for a more expeditious means of administer- 
ing and disposing of the outstanding PLRA’s. The Secretary 
of the Interior should redefine MER and examine the imple- 
menting regulations with a view toward keeping the regula- 
tions and their administration as simple as possible. The 
Secretary of the Interior should consider incorporating in ln- 
terior regulations provisions providing for relaxation of the 
diligence requirements when market conditions or other 
factors beyond the lessees’ control make strict compliance 
with existing diligence requirements impractical. 

Agency Comments/Action 

Interior believes that some regulations currently being draft- 
ed for the coal lease program may resolve GAO concerns. 

Appropriations 

Minerals management - Department of the Interior, Bureau 
of Land Management 
Minerals management - Department of the Interior, Geolog- 
ical Survey ,?- 

Appropriations Committee Issues 

Streamlining the coal leasing program will assist the Feder- 
al Government to increase revenues. Therefore, the Com- 
mittees should oversee progress by Interior in reducing du- 
nlicative. costlv oractices in its oroararn. 
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DEPARTMENTOFTHEINTERIOR 

Mining on National Park Service Lands--What Is at Stake 
(EMD-81-119, 9-24-81) 

Budget Function: Natural Resources and Environment: Other Natural Resources (0306) 
Legislative Authority: Mining in the Parks Act (P.L. 94-429). National Materials and Minerals Policy, Research and Develop- 
ment Act of 1980. Land Police and Management Act. Mining and Minerals Policy Act of 1970. Defense Production Act of 
1950. Strategic and Critical Materials Stork Piling Act. - 

The Mining in the Parks Act prohibited further mineral ex- 
ploration in six National Park Service (NPS) areas and 
placed environmental restrictions on development of exfst- 
ing mining claims in these areas. The Act also required the 
Secretary of the Interior to submit to Congress studies of 
the environmental consequences of mining in these areas 
accompanied by estimated acquisition costs of mining 
claims. GAO reviewed the adequacy of the reports submit- 
ted and looked at the NPS management of present mining 
operations in the park areas and the Department of 
Interior’s analysis of the mineral policy implications of the 
Act 
Findings/Conclusions: GAO found that Interior’s reports do 
not provide Congress with the information that it needs to 
weigh the environmental effects of mining against the cost 
of acquiring claims in the NPS areas. The environmental re- 
ports on mining in Death Valley and Glacier Bay National 
Monuments are so vague that they are of little use for deter- 
mining the possible environmental impacts of mining in 
these areas. They contain little or no discussions of the 
steps that could be taken to minimize adverse impacts and 
thereby lessen the need to acquire certain mining claims. 
Additionally, the acquisition cost estimates submitted to 
Congress to purchase certain mining claims were not sup- 
ported by sufficient documentation and were unreliable and 
misleading. As a result, much disagreement exists as to the 
worth of the mining claims recommended for acquisition. 
Further, GAO found that Interior did not perform a 
thorough analysis of the need and costs of acquiring miner- 
al properties in Death Valley and Glacier Bay National 
Monuments. GAO believes that the recommendations 
based on the environmental data submitted to Congress by 
Interior for the acquisition of the properties could result in 
court awards substantially in excess of Interior’s acquisition 
cost estimates. In addition, GAO found that Interior has not 
adequately analyzed the mineral policy implications of the 
Act Therefore, the potential long-term effects on mineral 
resouces remains unanswered. 
Recommendations: Congress should consider the need for 
the Federal Government to acquire additional information 
regarding the mineral potential of the Death Valley National 
Monument area. This information could be used for any fu- 
ture land use decision regarding the monument. In order to 
better understand the economic consequences of limiting 
mineral production in the monument area, Congress 
should consider returning the supply and marketing studies 
concerning borate and talc minerals developed by Interior 
for revision and updating. Congress should base no deci- 
sion on the Secretary of the Interior’s recommendations 
submitted in 1979 to acquire mineral properties in Death 

Valley and Glacier Bay National Monuments. Before taking 
any action, Congress should await new recomendations by 
the Secretary based on more adequate analysis. The 
Secretary of the Interior should notify Congress that Interior 
no longer supports the recommendations made in 1979 to 
Congress to acquire certain valid unpatented and patented 
mining claims in Death Valley and Glacier Bay National 
Monuments. The Secretary of the Interior should reexam- 
ine the need to acquire any mining claims in Death Valley 
and Glacier Bay National Monuments based on the prog- 
ress to date in regulating mining activities to prevent ad- 
verse environmental effects and submit new recommenda- 
tions to Congress. The Secretary of the Interior should in- 
sure that any future recommendations to Congress to ac- 
quire mineral properties on NPS lands be made only after 
determining what is at stake for all aspects of the public in- 
terest. Any recommendations should be based on site- 
specific analysis, acquisition cost estimates based on the 
best information available, and mineral supply and market- 
ing analyses. This information should be developed in coor- 
dination with other pertinent Interior agencies such as the 
Bureau of Land Management, Bureau of Mines, and the 
U.S. Geological Survey to insure a consistent Department 
policy position. In addition, a description of the methodolo- 
gies and supporting data used to develop the information 
and any limitations on the use of that information should 
accompany the recommendations. The Secretary of the In- 
terior should amend sections 9.9 and 9.10 of the regula- 
tions for mining on NPS lands to include an economic eval- 
uation of the changes required for mining plan approval. 
The Secretary of the Interior should remove the mineral 
management functions, including the mineral examination 
function, from the NPS. The Secretary of the Interior 
should consider the need to consolidate all of the Interior 
mineral management functions under a single Assistant 
Secretary. 

Agency Comments/Action 

In response to the GAO draft report., the Department of the 
Interior did not specify how it planned to implement the 
GAO recommendations. In fact, Interior’s comments were 
nonresponsive and will be addressed in a supplemental re- 
pot 

Appropriations 

National parks and recreation areas - Department of the In- 
terior, National Park Service 

I 
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Appropriations Committee Issues 

Congress should not take action to buy out any mining 
claims based on Interior’s recommendations. 
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DEPARTMENTOFTHEINTERIOR 

BUREAU OF INDIAN AFFAIRS 

Bureau of Zndian Affairs Violated Anthieficiency Act in 1977 
(FGMSD-80-88, 1 o-2-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Leglslatlve Authority: Antideficiency Act (31 U.S.C. 665 et seq.). 31 U.S.C. 712a. 

A Bureau of Indian Affairs violation of the Antideficiency Act 
in fiscal year 1977 was an overobligation of at least 
$186,000, but perhaps as much as $13 million. It was not 
reported to the Office of Management and Budget and to 
Congress as required by law, and because problems per- 
mittlng the violation prevailed throughout most of fiscal 
1978, the Bureau may have had another Antideficiency Act 
violation that year. The Antideflciency Act was violated when 
the Bureau exceeded its fiscal 1977 obligational authority 
for the operation of Indian programs appropriation. 
Findings/Conclusions: In attempting to alleviate the overob- 
ligation and avoid requesting a deficiency appropriation, the 
Bureau made a series of questionable adjustments. It 
dropped hundreds of valid obligations from the records and 
transferred many of them to the fiscal 1978 appropriation. 
An unsupported adjustment of $300,000 was made so that 
the Bureau’s report on obligation status would show an 
unexpended balance. In this way, many unrecorded but 
valid field offices’ obligations found after yearend could be 
included in the Bureau’s records without showing an 
overobligation. The Bureau should have sought a deficien- 
cy appropriation to cover obligations for these costs. The 
actions to shift the fund shortages unnecessarily increased 
the Bureau’s administrative costs. Two factors contributed 
to the Bureau’s violation of the Antideficiency Aa (1) its 
budgeting and fiscal reporting systems did not contain con- 
trols to keep obligations within amounts specified in ap- 
propriation acts, and (2) extensive delays in recording obli- 
gations made it necessary to record numerous valid obliga- 
tions after the books were initially closed for fiscal 1977. 
Both fund control problems have persisted for years in the 

Bureau’s financial system. Improper measures to prevent 
overobligations may have resulted. 
Recommendations: The Secretary of the Interior should: 
make sure the violation is reported as soon as practicable to 
the President and Congress as required by 31 U.S.C. 
665(i)(2); have the review completed on the current year 
closing to make certain that fund shortages related to the 
violation are not shifted to future years’ appropriations; en- 
sure that the Bureau redesigns its accounting system to in- 
clude appropriate fund controls, and submits the revised 
system to GAO for approval as soon as practicable; and re- 
quire the Bureau to use its planned interim approach to 
validate fund availability until the redesigned system is 
operational. 

Agency Comments/Action 

The Bureau reported the violation and said that controls 
had been instituted to prevent future violations. The Bureau 
also said that the accounting system would be redesigned 
by the beginning of 1982 to daily identify any action which 
would cause an overobligation of funds. 

Appropriations 

Operation of Indian programs - Department of the Interior, 
Bureau of Indian Affairs 

Appropriations Commlttee Issues 

The Committees should monitor progress in redesigning its 
accounting system. 
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DEPARTMENTOFTHEINTERIOR 

BUREAU OF INDIAN AFFAIRS 

Inappropriate Use of an Indian Trust Fund To Subsidize BIA Activities 
(FGMSD-80-78, 10-7-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authoritv: 25 U.S.C. 155.25 USC. 1616.31 U.S.C. 483a. 31 U.S.C. 686.31 U.S.C. 686(b). 40 U.S.C. 303b. 40 
U.S.C. 490(a). 22 Siat. 582. 22 Stat. 590. 44 Stat. 560. 

The Indian Moneys, Proceeds of Labor Trust Fund is sup- 
posed to finance the Bureau of Indian Affairs’ operation of 
Indian schools and agencies which should generate the 
trust fund’s revenue. However, the Bureau uses the fund to 
support other administrative activities that are funded 
directly by appropriations. Contrary to law, trust fund reve- 
nue is generated from sources unrelated to authorized trust 
fund activities. 
Findings/Conclusions: Although the fund should not fi- 
nance the Bureau’s operating expenses, it was used for 
such purposes. It was also used as a revolving fund to fi- 
nance activities that support the Bureau’s operations, other 
Federal agencies, and/or private organizations. Bureau offi- 
cials told GAO that the trust fund was used for administra- 
tive expenses when appropriated funds ran out. By doing 
so, the Bureau used the fund to circumvent attempts by 
Congress to reduce the Bureau’s administrative costs. The 
Bureau’s appropriations accounting structure has pro- 
cedures for handling reimbursements for goods and serv- 
ices. The trust fund is no longer needed to account for ex- 
penses and revenue of Indian agencies and schools operat- 
ed by the Bureau. 
Recommendations: Congress should repeal legislation 
which authorizes the trust fund known as Indian Moneys, 
Proceeds of Labor and then, in consultation with the Bureau 
of Indian Affairs, it should transfer moneys to appropriate 
sources such as other Indian trust funds, or to the Treasury 
as miscellaneous receipts. The Secretary of the Interior 
should make certain the Bureau of Indian Affairs revised ac- 

counting system be submitted to GAO for approval and in- 
clude adequate fund controls to keep its organizational 
costs within amounts budgeted. The Secretary of the Interi- 
or should require the Bureau of Indian Affairs to follow ap- 
plicable laws and regulations to manage the types of reve- 
nue that have been placed in the trust fund and make sure 
the amounts of revenues from such sources are fully dis- 
closed to Congress. 

Agency Comments/Action 

BIA officials said that new regulations governing the fund’s 
operations were proposed in November 1980 in response 
to the concerns raised by the GAO report. Issuance of the 
regulations was delayed primarily because of the Adminis- 
tration’s moratorium on the promulgation of new regula- 
tions. Even if the regulations are approved, GAO believes 
that the fund’s authorizing legislation should be repealed. 

Appropriations 

Operation of Indian programs - Department of the Interior, 
Bureau of Indian Affairs 

Appropriations Committee Issues 

The Senate Committee, in its FY 1982 Interior Department 
appropriation bill, provided for termination of the fund as 
GAO recommended. The House Committee should adopt 
a similar provision. 
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DEPARTMENT OF THE INTERIOR 

BUREAU OF INDIAN AFFAIRS 

Still No Progress in Implementing Controls Over Contracts and Grants With Indians 
(CED-81-122, 9-10-81) 

Budget Function: Procurement--Other Than Defense (1007) 
Legislative Authority: Indian Self-Determination and Education Assistance Act (P.L. 93-638). Buy Indian Act. Tribally Con- 
trolled Community College Assistance Act of 1978. P.L. 91-129. 31 USC. 712a. 

GAO was asked to review the accountability of Federal 
funds and property involving contracts and grants awarded 
for the benefit of Indians. 
Findings/Conclusions: A GAO review of 178 grants and 
contracts disclosed that the Bureau of Indian Affairs contin- 
ues to have problems administering and monitoring Indian 
programs and accounting for Federal funds. GAO found 
that 141 contracts and grants were awarded retroactively, 
resulting in expenditure of Federal funds over which the 
Federal Government has little or no control. Contracts and 
grants that the Bureau awarded to Indian tribes did not al- 
ways have adequate criteria for measuring tribal perform- 
ance. Thus, the Bureau cannot evaluate program results 
and properly audit the use of Federal funds. Contract and 
grant monitoring has been hampered by part-time supervi- 
sion, inadequate monitoring of reports, little personnel 
training, and insufficient auditing. The Bureau was not re- 
quiring some tribes to submit timely expense vouchers 
which justified cash withdrawals under their letters of credit. 
Two Indian tribes did not have adequate control over Feder- 
al contract and grant funds which resulted in improper ex- 
penditure of funds, funds being transferred between Feder- 
al contract and grant programs, inadequate supporting ex- 
penditures, and improper reimbursements. GAO noted a 
potential conflict of interest between the program-related 
duties of the contract/grant officer representatives and their 
procurement-related duties of monitoring and reporting on 
tribal performance. Five of the nine tribes which GAO re- 
viewed had inadequate or no property management sys- 
tems. As a result, the tribes do not have adequate controls 
for the Government property in their possession. 
Recommendations: During its authorization, oversight, and 
appropriation deliberations, Congress should require the 
Secretary of the Interior to report on the progress made in 
implementing the recommendations of GAO. The Secre- 
tary of the Interior should direct the Assistant Secretary for 
Indian Affairs to revise Bureau policies, procedures, and 
practices to require that all contract and grant agreements 
include specific criteria against which to measure perform- 
ance. The Secretary of the interior should direct the Assist- 
ant Secretary for Indian Affairs to revise Bureau policies, 
procedures, and practices to terminate a contract or grant 
where tribal performance constitutes grounds for termina- 
tion under the pertinent statute. The Secretary of the Interi- 
or should direct the Assistant Secretary for Indian Affairs to 
revise Bureau policies, procedures, and practices to prohibit 
award of contracts in which the starting date precedes the 
date of award. The Secretary of the Interior should direct 
the Assistant Secretary for Indian Affairs to revise Bureau 

policies, procedures, and practices to enforce compliance 
with the letter-of-credit procedures. This should include: (1) 
precluding tribes from obtaining cash in excess of their 
immediate needs; (2) requiring the tribes to submit timely 
expense vouchers; and (3) revoking the letter-of-credit au- 
thority for tribes that fail to comply with the letter-of-credit 
procedures. The Secretary of the Interior should direct the 
Assistant Secretary for Indian Affairs to revise Bureau poli- 
cies, procedures, and practices to require monitoring of tri- 
bal letter-of-credit withdrawals on each contract or grant to 
ensure that a tribe does not withdraw more than the 
amount authorized by the contract or grant. The Secretary 
of the Interior should direct the Assistant Secretary for 
Indian Affairs to revise Bureau policies, procedures, and 
practices to require the Bureau to arrange with certified 
public accounting firms for annual financial audits of con- 
tracts and grants with Indian tribes. The Secretary of the 
Interior should direct the Assistant Secretary for Indian 
Affairs to revise Bureau policies, procedures, and practices 
to prohibit, where no law specifically permits carryover of 
funds, the practice of using prior fiscal year funds to pay for 
goods and services that are to be provided in the subse- 
quent fiscal year unless the services are part of a contract 
which is not feasible to divide between fiscal years. The 
Secretary of the Interior should direct the Assistant Secre- 
tary for Indian Affairs to revise Bureau policies, procedures, 
and practices to prohibit award of contract modifications 
without a request from the tribe and a corresponding 
increase in the work statement or in the amount of services 
to be provided. The Secretary of the Interior should direct 
the Assistant Secretary for Indian Affairs to revise Bureau 
policies, procedures, and practices to require tribes to sub- 
mit appropriate financial and program progress reports. 
The Secretary of the Interior should direct the Assistant 
Secretary for Indian Affairs to revise Bureau policies, pro- 
cedures, and practices to require tribes to develop adequate 
property management systems. The Secretary of the Inte- 
rior should direct the Assistant Secretary for Indian Affairs to 
consider three possible alternative organizational structures 
for the Bureau. Also, the reorganization should include 
establishing full-time contract administrators that report 
directly to the contracting officer. The Secretary of Health 
and Human Services should direct the Administrator of the 
Health Services Administration to revise Indian Health Serv- 
ice policies, procedures, and practices as appropriate to 
require that all contract and grant agreements include 
specific criteria against which to measure performance. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Services Administration to 
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revise Indian Health Service policies, procedures, and prac- 
tices to terminate a contract or grant where tribal perform- 
ance constitutes grounds for termination under the per- 
tinent statute. The Secretary of Health and Human Services 
should direct the Administrator of the Health Services Ad- 
ministration to revise Indian Health Service policies, pro- 
cedures, and practices to prohibit award of contracts in 
which the starting date preoedes the date of award, The 
Secretary of Health and Human Services should direct the 
Administrator of the Health Services Administration to 
revise Indian Health Service policies, procedures, and prac- 
tices to require tribes to develop adequate property man- 
agement systems. The Secretary of Health and Human 
Services should direct the Administrator of the Health Serv- 
ices Administration to revise Indian Health Service policies, 
procedures, and practices to require tribes to submit ap- 
propriate financial and program progress reports. 

Agency Comments/Action 

The Department of the interior generally agreed with the 
GAO findings and recommendations and has taken over 
planning to take a number of actions to deal with the identi- 
fled problems. 

Appropriations 

Operation of Indian programs - Department of the Interior, 
Bureau of Indian Affairs 



Oil and Gas Roytal&y Collections--Serious Financial Management Problems Need Congressimal Atm&ion 
(FGMSD-79-24, 4-M-79) 

Budget Function: Financial Management and lnformation Systems: Accounting Systems in Operation (1101) 
Legisiative Authority: Accounting and Auditing Act of 1950 (31 U.S.C. 66a). Department of Energy Organization Act (91 
Stat 578). Mineral Leasing Act of 1920. 10 C.F.R. 212. 25 C.F.R. 171.25 C.F.R. 172. 30 C.F.R. 225.43 C.F.R. 3106. 30 
USC. 181.30 U.S.C. 187. 30 U.S.C. 192.30 U.S.C. 275.43 U.S.C. 29. 

A significant portion of domesticaky produced oil and natu- 
ral gas comes from Federal and Indian lands leased to the 
private sector. During 1977, the Geological Survey collect- 
ed about $12 billion in royalties on these lands from the oil 
and gas industry. Extensive congressional interest in Gov- 
ernment debt collection procedures prompted a review of 
the system and related controls used by the agency in col- 
lecting these royalties. 
FindingsICxxrclusions: Serious deficiencies in the way the 
Geological Survey maintained records of amounts due the 
Government under the leases resulted in losses of millions 
of dollars. Statements of lease accounts contained 
numerous errors and omissions. Failure to perform an 
adequate number of lease account reconciliations and au- 
dits meant that the agency had to rely on unverified data 
from the oil and gas industry to compute and collect royal- 
ties due. Lack of interest charge provisions resulted in de- 
layed receipt of payments. Understaffing was a chronic con- 
dition. Many factors beyond the control of the agency con- 
tributed to the breakdown in the collection system. 
FIeeorPPmendaticrns: For the short range, the Secretary of the 
interior should require the Director of the Geological Survey 
to: inform field personnel of the need to determine the rea- 
sonableness of inventory and sales data shown on produc- 
tion reports, making accounting personnel aware of any 
discrepancies; include on lease account records codes 
identifying reasons for account adjustments on a lease; pro- 
vide for and charge appropriate admiiistrative fees and in- 
terest on delinquent accounts; and encourage companies 
with computer capabilities to provide direct tape input of re- 
port data. For the long range, the Director should modify or 

redesign the collection system to reduce the volume of re- 
ports submitted by the industry for processing; consider les- 
see dependability and prior reporting and paying record in 
selecting accounts for reconciliation and audit; provide for 
cross-service audit agreements with the Department of Err- 
ergy; and designate one office as responsible for establish- 
ing agencywide collection policies. 

The Department of the Interior agreed with the report and is 
developing a completely new royalty collection system. This 
system is being reviewed and evaluated by agency officials. 
However, this system has not been fully developed and will 
not be implemented for some time. Until this system is ef- 
fectively implemented, the Department of the lnterior does 
not have adequate assurance that it is collecting all that is 
owed by the oil and gas industry. The Geological Survey is 
in the process of designing a new royalty management sys- 
tem. They do not expect the system to be fully implemented 
and operating until fiscal 1985. 

Energy and minerals - Department of the Interior, Geologi- 
cal Survey 

A~~r~~rl~tlQ~~ COrnrnltiM lssua 

The Appropriations Committees should review the status of 
actions taken to modify or redesign ‘he collection system. 
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DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

Alternatives for Achieving Greater Equities in Federal Land Payment Programs 
(PAD-79-64, 9-25-79) 

Budget Function: General Purpose Fiscal Assistance: General Revenue Sharing (0851) 
Legi&tive Authority: P.L. 94-565. 

A variety of land payment programs have evolved over the 
years to compensate States and counties for tax exemp- 
tions on Federal land within their jurisdiction. GAO reviewed 
programs in eight Western States where 80 percent of the 
Federal land payments are made and found many inequi- 
ties and inconsistencies. 
Findings/Conclusions: The basic aim of Congress in enact- 
ing these programs was to compensate States and counties 
for lost tax revenues and the economic burdens of tax- 
exempt Federal land. As laws were designed and imple- 
mented, most programs paid States and counties a per- 
centage of the annual receipts generated from the public 
lands, rather than on the basis of equivalent taxes that 
would have been paid if the land were privately owned. Be- 
cause the payment bears no relationship to tax equivalency, 
States and counties do not receive equitable payments. 
Many States and counties are overpaid compared to tax e- 
quivalency, while others receive little or no payment. The 
Public Land Law Commission recommended in 1970 that 
counties receive one payment rather than a number of pay- 
ments under the various receipt-sharing programs. 
Congress decided not to repeal the Federal land payment 
programs. Nevertheless, some counties that already re- 
ceived more in land payments than they would have in 
taxes for the same land received an additional bonus. In 
revising Federal land payments laws, Congress may find it 
useful to consider alternatives to the type of receipt-sharing 
approach now used, such as fee-per-acre, other types of 
revenue sharing, fee for service, and tax equivalency. 
Recommendations: To make corrections in past payments, 
the Bureau of Land Management should take steps to vali- 
date receipt-sharing deductions for fiscal year 1977 and 
1978 payment computations to all States except for the 
eight States GAO reviewed. GAO has already given the 
Bureau correct data on those States. Congress should 
change the laws to require payments on a tax equivalency 
basis. If Congress decides to continue receipt-sharing pay- 
ments and acreage payments under Public Law 94-565, it 
should take action to correct several weaknesses and 
amend the law so that: payments under the law are disasso- 
ciated from receipt-sharing payments; or deductions for 
receipt-sharing payments are allocated to counties where 
receipts were earned; or deductions for receipt-sharing pay- 
ments are allocated to counties based on population or 
some other allocation method. 

Agency Comments/Action 

GAO notified the Bureau of Land Management (BLM) of er- 
rors in the 1977 and 1978 public land payments. BLM 
recognized these errors and took action to correct under- 
payments totaling $12.6 million. BLM also acted to recover 
overpayments of more than $1 million. Adjustments 
represent a recurring savings because BLM has corrected 
its data base. In addition, the House passed a payments-in- 
lieu-of taxes appropriation for fiscal year 1981 which was 
$23 million below the 1980 appropriation. Of the $81 mil- 
lion appropriated, $400,000 was made available for admin- 
istrative expenses so that BLM could comply with GAO 
recommendations to review and test the validity of certified 
State reports on funds passed through to local govern- 
ments. The House Committee on Appropriations strongly 
recommended that the authorizing committee review this 
program and develop legislation that will address the issues 
raised in the report 

Appropriations 

Payments in lieu of taxes - Department of the Interior, 
Bureau of Land Management 

Appropriations Committee Issues 

Funding for the payments in lieu of taxes (PILT) program 
for fiscal years 1981 and 1982 has been a subject of con- 
gressional interest. For fiscal year 1981, the executive 
branch recommended that the $108 million appropriated 
for this program be rescinded. Subsequently, Congress re- 
stored the $108 million to allow for full fiscal year 1981 PILT 
payments. Uncertainties regarding PILT future funding lev- 
els continue. In the March 1981 budget revisions for fiscal 
year 1982, the President’s budget plan recommended 
budget authority for this program to be $45 million. That 
level of funding was contingent upon passage of new legis- 
lation revising the payment formula. The requested amend- 
ment of the program was to simplify procedures by which 
calculations are made, eliminate the need to rely on State 
reports for basic information, provide for a more equitable 
system for making payments to local governments, and as- 
sure that the payment formula nets out all revenue pay- 
ments made to either State of local governments. 



DEPARTMENTOFTHEINTERIOR 

BUREAU OF RECLAMATION 

Zmpact Uncertain From Reorganization of the Water and Power Resources Service 
(CED-81-80, 4-29-81) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 

The December 1979 reorganization of the Water and Power 
Resources Service (WPRS) decentralized some authority 
from the Service’s Engineering and Research Center in 
Denver, Colorado to its seven regional offices. The Service 
had three major objectives for the reorganization: (1) to in- 
crease program accomplishment; (2) to improve contract- 
ing; and (3) to resolve the internal power struggle between 
the Engineering and Research Center and the regional of- 
fices. GAO reviewed a number of alleged adverse impacts 
concerning the reorganization and its possible effects on 
operations. 
Findings/Conclusions: GAO found that the alleged adverse 
impacts were varied in that: (1) lines of authority were not 
blurred; (2) efficiency has decreased; (3) costs have in- 
creased; (4) safety and technical quality should not be 
compromised, (5) chaos and mass resignations did not oc- 
cur; and (6) nonuniform contract administration did not oc- 
cur. GAO cannot be certain whether the reorganization will 
accomplish the stated objectives because the Commission- 
er of the Service implemented the reorganization without 
identifying ways to measure its impacts. 
Recommendations: The Secretary of the Interior should 
direct the Commissioner of the WPRS to (1) establish 
methods to measure the reorganization’s effectiveness; and 

(2) reevaluate staffing needs and capabilities for contract 
administration and reassign responsibilities where needed. 

Agency Comments/Action 

lnterior agreed with the recommendations and plans to es- 
tablish methods to measure the reorganization’s effective- 
ness as part of a broader effort to change the manner in 
which program accomplishment is determined. In addition, 
the Bureau of Reclamation’s (formerly the Water and Power 
Resources Service) Permanent Management Committee 
reaffirmed plans to decrease staff in the Contract Adminis- 
tration Branch commensurate with the workload transferred 
to the regions. 

Appropriations 

General administrative expenses - Department of the Interi- 
or, Bureau of Reclamation 

Appropriations Committee Issues 

The Committees should monitor the progress being made 
in developing a method to measure Bureau program ac- 
complishment. 
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National Direction Required for Effective Management of America’s Fish and Wildlife 
(CED-81-107, 8-24-81) 

Budget Function: Natural Resources and Environment: Recreational Resources (0303) 
Legislative Authority: Animal Damage Control Act of 1931 (7 U.S.C. 426 et seq.; 16 U.S.C. 703 et seq.: 16 U.S.C. 528 et 
seq.; 43 U.S.C. 1701 et seq.; 43 U.S.C. 1601 et seq.). Fish and Wildlife Coordination Act (16 U.S.C. 661 et seq.). Environ- 
mental Policy Act of 1969 (National) (42 U.S.C. 4321 et seq.). Water Pollution Control Act (33 U.S.C. 1251 et seq.). Estua- 
rine Act (16 U.S.C. 1221 et seq.). Geothermal Steam Act of 1970 (30 U.S.C. 1001 et seq.). Marine Mammal Protection Act 
of 1972 (16 U.S.C. 1361 et seq.). Endangered Species Act of 1973 (16 U.S.C. 1531 et seq.). Alaska National Interest Lands 
Conservation Act of 1980 (P.L. 96-487; 16 U.S.C. 3101 et seq.; 94 Stat 2371). Migratory Bird Treaty Act. Wildlife Refuge 
System Administration Act. White Act (Alaska Fisheries). Multiple-Use Sustained-Yield Act of 1960. Land Policy and Man- 
agement Act Alaska Native Claims Settlement Act. Surface Mining Control and Reclamation Act of 1977. 

GAO conducted a review of specific Federal fish and wildlife 
programs to evaluate the overail effectiveness of Federal 
agencies’ management of fish and wildlife resources and 
habitat to assure that development activities have the least 
possible adverse effect on fish and wildlife. 
Findings/Conclusions: Several laws require Federal agen- 
cies to seek the advice of the Fish and Wildlife Service on 
planned activities that may affect fish and wildlife. However, 
the Service is able to respond to only about half of these re- 
quests because of lack of staff and funds. The Service has 
not established a priority system to identify and respond to 
those projects having the worst potential impact on fish and 
wildlife. Effective management of the National Wildlife Re- 
fuge System has been limited because the Service has not 
provided the needed guidance. The Service is also having 
problems managing the National Fish Hatchery System. It 
has not been able to establish and carry out national priori- 
ties for identifying which fish species to produce and which 
hatcheries to operate. Lack of direction and funding limita- 
tions contribute to this problem. For example, the National 
Wildlife Refuge and Fish Hatchery Systems have deteriorat- 
ed to the point where there is a $650 million new develop- 
ment and rehabilitation backlog. The Service’s current poli- 
cy and attitudes stress conservation and protection of fish 
and wildlife, and this conflicts with the Animal Damage 
Control Act’s original intent of predator control. The current 
program has not significantly reduced livestock losses 
caused by predators. Livestock insurance as an alternative 
was considered but was not feasible. Thus, managing the 
newly designated Alaskan Federal lands presents a chal- 
lenge between conservation and development interests. 
&zcorsrrnendations: The Secretary of the Interior should re- 
view the Fish and Wildlife Service’s operations to determine 
whether its new priority system is effective in identifying 
those projects that have the greatest potential adverse im- 
pact on fish and wildlife. The Secretary of the Interior 
should establish policies, objectives, and guidance for an ef- 
fective fish and wildlife research program. As part of this ef- 
fort, the Secretary should consolidate the Fish and Wildlife 
Service’s two research programs into one organizational 
unt The Secretary of the Interior should direct the Assist- 
ant Secretary for Fish and Wildlife and Parks to update the 
fish and Wildlife Service’s Wildlife Refuge Manual and fly- 
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way management plans. The Secretary of the Interior 
should direct the Assistant Secretary for Fish and Wildlife 
and Parks to establish priorities on the types of refuges and 
hatcheries that should be developed, operated, and main- 
tained. The Secretary of the Interior should direct the As- 
sistant Secretary for Fish and Wildlife and Parks to deter- 
mine which marginal refuges and hatcheries could be elim- 
inated, propose a plan to the Senate and House Appropria- 
tions Committees setting forth the reasons why they should 
be discontinued, and seek approval from the Committees 
to close them. The Secretary of the Interior should direct 
the Assistant Secretary for Fish and Wildlife and Parks to re- 
view the condition of refuges and hatcheries and establish 
priorities for a rehabilitation program. Should the Animal 
Damage Control Program remain in Interior, the Secretary 
of the Interior should direct the Assistant Secretary for Fish 
and Wildlife and Parks to develop and propose to Congress 
amendments to the Animal Damage Control Act of 1931 
that reflect the current objectives of the Animal Damage 
Control Program to bring predators under control, rather 
than to eradicate, suppress, and destroy them. ShouId the 
Animal Damage Control Program remain in Interior, the 
Secretary of the Interior should direct the Assistant Secre- 
tary for Fish and Wildlife and Parks to determine whether 
the control program should: (1) be continued as is, or be 
modified to increase effectiveness; and (2) more fuliy ex- 
plore alternatives such as livestock insurance to determine 
if they are viable. The Secretaries of Agriculture and the In- 
terior should direct the Bureau of Land Management, the 
Park Service, and the Forest Service to give greater em- 
phasis to conserving and managing fish and wildfe. The 
Secretaries of Agriculture and the Interior should enter into 
a cooperative agreement which will give the Fish and 
Wildlife Service the authority to decide how animals should 
be managed by other agencies in those instances where 
wildlife species migrate across the boundaries and are be- 
ing managed by more than one Federal agency. Such an 
agreement should also include the States where approp- 
riate. 

Fish and wildlife management - Department of the Interior, 
Fish and Wildlife Service 



Appropriations Committee huer 

The Committees should determine if the new Fish and 
Wildlife Setice’s priority system is effective in identifying 
projects that have the greatest potential adverse impact on 
fish and wildlife. 
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DEPARTMENTOFTHEINTERIOR 

NATIONAL PARK SERVICE 

Better Management of National Park Concessions Can Improve Services Provided to the Public 
(CELI-80-102, 7-31-80) 

Budset Function: Natural Resources and Environment: Recreational Resources (0303) 
Legi&tive Authority: 16 U.S.C. 1. 16 USC. 20. 

Lodging, food, transportation, and other services are pro- 
vided to visitors to national parks by concession operators. 
The Park Service has allowed concessioners to operate fa- 
cilities with major safety deficiencies and has not taken ade- 
quate steps to make sure that deficiencies were corrected. 
Evaluations and followup inspections of concessioner per- 
formance are not made as required. Without inspections, 
the Park Service cannot be certain that visitors are receiving 
satisfactory service and does not have a firm basis for as- 
signing concessioners an annual performance rating. The 
annual rating is used as a basis for determining if conces- 
sioners should be allowed to continue operating. The Park 
Service has developed a comprehensive system to deter- 
mine whether rates charged the public for the use of park 
facilities are fair and reasonable, but the system has not 
been implemented nationwide. The prescribed procedures 
do not cover all concessioner services, and the quality of fa- 
cilities and services may not be adequately considered dur- 
ing the rate approval process. Legislation requires that rates 
charged the public for concession services be comparable 
to those charged for similar facilities and services outside 
the park. The Park Service does not always ensure that rates 
are fair and reasonable. They have established a task force 
to resolve problems with the new rate approval system. 
Franchise fees are paid by concessioners for the privileges 
granted under their contracts. The Park Service has not es- 
tablished the proper criteria to ensure that the rates are 
proper. Personnel lack the financial backgrounds needed to 
set rates effectively. Concessioners that no longer want to 
provide the services authorized by their contracts are per- 
mitted to transfer their operations to other qualified parties. 
The concessioner determines who is qualified to operate 
the facility or service and it is difficult for the Park Service to 
turn down the transfer. The only remedy the Park Service 
has for controlling the quality of service of the concession- 
ers is often terminating the contract and purchasing the 
possessory interest, a time consuming and expensive pro- 
cedure. Granting preferential rights to concessioners for 
contract renewal and for providing new and additional serv- 
ices eliminates or discourages competition and the buildup 
of large possessory interests. 
FlndingsXonclusfons: Concessioner performance evalua- 
tion would be more effective if visitors’ opinions and com- 
ments were used in appraising concessioner performance. 
Existing concessioners already have a competitive advan- 
tage over others who want to operate in the parks, so they 
do not need additional legal advantages. By using single 
concessioners to provide the services in a park, the Park 
Service has limited its options for requiring improvement 
without serously disrupting service to the public. As a result, 
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the Park Service does not take necessary corrective actions. 
Concession rates are not always studied, justified, or docu- 
mented before approval; and the quality of facilities is given 
little or no consideration in approving the rates. 
Recommendations: The Secretary of the Interior should re- 
quire the National Park Service (NPS) Director to take ac- 
tion to ensure that: park visitors and concession employees 
are adequately protected against health and safety deficien- 
cies at concession operations; and all required health and 
safety inspections are conducted in a timely manner and 
that followups are made to assure that deficiencies have 
been corrected. If these measures do not improve condi- 
tions, the concessioner’s contract or permit should be ter- 
minated. NPS safety personnel should receive the training 
necessary to identify safety deficiencies and a qualified sani- 
tarian should be available to conduct required health in- 
spections. The NPS Director should be required to develop 
and implement procedures to obtain visitor comments and 
opinions on the quality of concession facilities and services 
to be used in determining if concessioners are performing 
satisfactorily. He should assure that evaluation inspections 
and followups are carried out and provide additional staff 
where necessary, developing a training program to imple- 
ment the Concessioner Evaluation Program. The NPS 
Director should expand the responsibilities of the task force 
established to develop alternatives to resolve the problems 
which were identified with the concessioner comparability 
study procedures. He should provide adequate training to 
personnel responsible for implementing concessioner rate 
approval procedures. The Director should develop a new 
franchise fee rate system that reflects the value of privileges 
granted under concession contracts, develop criteria and 
procedures to help concessions management staff make 
appropriate adjustments to franchise fee rates, and supply 
the field staff with individuals that have the financial back- 
ground and experience needed to set equitable franchise 
fee rates. He should emphasize the need to adequately do- 
cument action taken on requests for convention and group 
use of concession facilities, assure that the field offices fol- 
low environmental guidelines, and establish a firm policy to 
permit concessioners to participate in NPS planning 
processes only during the public participation phase. 
Congress should finance construction of needed facilities to 
accommodate park visitors whenever possible. Congress 
should amend the Concessions Policy Act to allow posses- 
sory interest only in those instances where no other alterna- 
tive is available and then only if possessory interest is valued 
by the Government at no more than the original cost to 
construct or improve the facility less amortization over a 
period no longer than the estimated useful life of the facility 



or the term of the contract, whichever is shorter; or if the 
contract is terminated by the National Park Service or the 
concessioner and the facility has not been fully amortized: 
(1) satisfactory concessioners should be permitted to sell 
their possessory interest to third parties at the best price ob- 
tainable, provided the operation is to be continued, howev- 
er, the original cost should continue to be amortized and at 
the end of the amortization period the possessory interest 
would be extinguished and the Government would have to- 
tal ownership; and (2) unsatisfactory concessioners should 
be required to sell their remaining possessory interest to the 
Goverment at no more than its unamortized value. It should 
also amend the Act to eliminate the right of preference for 
contract renewal. 

Agency Comments/Action 

In June 1981, the Secretary of the Interior announced a 
series of initiatives designed to help improve visitor services 
in national parks, with emphasis on concession operations. 
The proposals included the need for longer concession 
contracts where larger investments are needed to upgrade 
services. 

Appropriations 
Operation and maintenance - National Park Service 

Appropriations Committee Issues 

The Committees should determine whether the Federal 
Government should fund future construction facilities 
operated by park concessioners. 
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DEPARTMENT OF THE INTERIOR 

NATIONAL PARK SERVICE 

Lands in the Lake Chelan National Recreation Area Should Be Returned to Pn’vate Ownership 
(CED-81-10, I-22-81) 
Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Land and Water Conservation Fund Act of 1965. P.L. 90-544. H. Rept. 90-1870. S. Rept. 90-700. 

GAO was requested to examine the land acquisition and 
management practices of the National Park Service at Lake 
Chelan National Recreation Area. Through the law which 
established this area, it was congressional intent that land 
acquisition costs be minimal, that a private community in 
the recreation area continue to exist, that commercial devel- 
opment not be eliminated, and that additional compatible 
development be permitted to accommodate increased visi- 
tor use. 
FlndlngslConclusions: The National Park Service has not 
acted in accordance with congressional intent. The Service 
has spent millions of dollars to acquire over half of the 
privately owned land in the recreation area. Moreover, the 
Service plans to acquire most of the area’s remaining 
privately owned land. These additional land acquisitions are 
planned without a clear definition of the uses that are in- 
compatible with the enabling legislation. The acquisitions 
are based on the premise that the Service must acquire the 
major areas subject to subdivision to prevent a prospective 
boom in recreational homesites. The Service has also 
prohibited new private commercial development to in- 
crease lodging accommodations and to provide needed 
restaurant and grocery services for both residents and visi- 
tors. 
Recommendations: Congress should exempt land acquired 
pursuant to Public Law 90-544 from the 2-year limitation in 
16 U.S.C. 4601-22(a). This would give the last owner(s) the 
right to match the highest bid price and reacquire property 
sold to the National Park Service. Congress should not in- 
crease the statutory land acquisition appropriation ceiling 
for the North Cascades National Park and the Ross Lake 
and Lake Chelan National Recreation Area above the $4.5 
million already approved until the Service has defined com- 
patible and incompatible development, prepared a land ac- 
quisition plan justifying the need to acquire land from 
private owners, and spent the funds obtained from selling 
all compatible land back to private individuals. The Senate 
Committee on Energy and Natural Resources and the 

House Committee on Interior and Insular Affairs should 
hold oversight hearings to determine why the National Park 
Service has not carried out the Congress’ intent at the Lake 
Chelan National Recreation Area. The Secretary of the De- 
partment of the Interior should require the Director of the 
National Park Service to sell back to the highest bidder, in- 
cluding previous owners or other private individuals, all 
lands compatible with the recreation area. This would in- 
clude the modest homes, the lodges, and the restaurant. 
The Service could attach scenic or developmental restric- 
tions to the deeds before the properties are resold to assure 
that their use will be consistent with the enabling legislation. 
The proceeds would be credited to the Land and Water 
Conservation Fund in the U.S. Treasury. Funds obtained in 
this manner would then be available for future acquisitions 
if an incompatible use is identified, subject to the $4.5 mil- 
lion appropriation ceiling on total acquisitions under Public 
Law 90-544. The Secretary of the Interior should require 
the Director of the National Park Service, to develop a land 
acquisition plan for the Lake Chelan National Recreation 
Area consistent with the Service’s April 26, 1979, land ac- 
quisition policy. The plan should define compatible and in- 
compatible uses based on the legislative history; clarify the 
criteria for condemnation; identify the reasons for fee sim- 
ple acquisition versus alternative land protection and man- 
agement strategies, such as scenic easements and zoning; 
address recreational development plans for the area; and 
establish acquisition priorities. The plan should apply to 
both private and Service actions. 

Appropriations 

Conservation and land management - Department of the 
Interior, National Park Service 

Appropriations Committee Issues 

The Committees should determine whether Federal land 
acquisition is inconsistent with congressional intent. 
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DEPARTMENT OF THE INTERIOR 

NATIONAL BARK SERVICE 

Estilishing Deveiopmerd Ceilings for All National Park Service Units 
(AFMD-81-31, 4-10-81) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 

GAO interviewed program, planning, and budget officials at 
the National Park Service to examine Park Service records 
relating to development ceilings and to compare those 
records with the legislation cited to ascertain if development 
ceilings had been exceeded GAO tried to determine if de- 
velopment ceilings were controlling the development costs 
of Park Service units. A development ceiling is the total au- 
thorization available for development of a particular park 
unit 
Findings/Conclusions: Development ceilings have not been 
an effective tool for Congress to use in controlling costs be- 
cause: (1) ceilings have not been established for most 
parks; (2) where ceilings have been established, record- 
keeping is inadequate to readiiy ascertain if ceilings are ex- 
ceeded; (3) ceilings do not have estimated completion 
dates; and (4) there is uncertainty about which expenses are 
covered by ceilings. Appropriations have surpassed author- 
ized iimits in two cases; however, neither case constitutes a 
legal violation because lawful appropriations were passed 
allowing authorized limii to be exceeded. GAO found 36 
errors in recording the remaining 136 development ceil- 
ings. Such recording errors raise the possibii that other 
ceilings may have been exceeded without the records indi- 
cating it. From a previous review, GAO knows of incon- 
sistencies in identifyins expenditures to be charged against 
development ceilings. 
Recommendations: If Congress wishes to continue to use 
ceilings, it should establish them for all units, review them 
on a cyclical basis, and require proper accounting pro- 

cedures to make them effective in controlling development 
costs. Congress could eliminate development ceilings ako- 
gether, but this would dimiih the control that authorizing 
committees now exercise. If ceiliigs are to be continued, 
the Park Service and Congess should agree upon precise 
definitions of the type of expenditures to be charged against 
the ceilings. 

Agency Comments/Action 

The Park Service contends that the ceilings have not proven 
useful and thatthey impose additional work in establishing 
cost estimates and monitoring remaining balances. Accord- 
ing to the Park Service, each development unit should be 
judged on its own merits and not against a ceiling estab- 
lished when circumstances may have been different 

Appropriations 

Planning and construction - Deparbnent of the Interior, Na- 
tional Park Service 

Appropriations Committee Issues 

The Committees should consult with the House Committee 
on Interior and Insular Affairs, Subcommittee on public 
Lands and National Parks, to review the use of development 
ceilings and coordinate appropriations and ceilings for park 
units. 
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DEPARTMENTOFTHEINTERIOR 

NATIONAL PARK SERVICE 

Need To Reexamine the Federal Role in Planning, Selecting, and Funding State and Local Parks 
(CED-81-32, 4-22-81) 

Budget Function: Natural Resources and Environment: Recreational Resources (0303) 
Legislative Authority: Land and Water Conservation Fund Act of 1965 (P.L. 88-578; 78 Stat. 897). Comprehensive Em- 
ployment and Training Act of 1973. (P.L. 88-29; 77 Stat. 49). 

GAO assessed how well the Heritage Conservation and Rec- 
reation Service (HCRS) has administered the share of a 
fund established under the Land and Water Conservation 
Fund Act of 1965 which was spent for State and local out- 
door recreation to evaluate the basis for making grants 
from the fund and to provide recommendations to help 
guide future public funding of park and recreational land fa- 
cilities. 
Findings/Conclusions: Under the Act, these plans must es- 
tablish a framework for identifying recreational demands 
and needs and provide a basis for funding projects. Im- 
provements are needed in State planning methods and in 
project selection, approval, and funding. HCRS and States 
also need to develop methods to evaluate the effectiveness 
of projects financed through the fund as a basis for subse- 
quent planning. Many grantees are becoming increasingly 
dependent on other Federal programs to help finance their 
share of the park and outdoor recreation facilities financed 
through the fund. Many State and local governments con- 
tinue to request acquisition and development grants even 
though they are having difficulty operating and maintaining 
their existing park systems. The present trend of increased 
reliance on Federal support for operation and maintenance 
funds to help satisfy the Act’s matching requirements could 
lead to the Federal Government’s providing most of the 
funds for State and local government park systems. GAO 
believes that this Federal financial commitment was not in- 
tended under the Act. GAO agrees with the proposed budg- 
et cuts, because eliminating the State share would enable 
States to use funds earmarked for land acquisition and de- 
velopment for the operation and maintenance of existing 
systems. 

Recommendations: Congress should authorize the Secre- 
tary to waive all or par& of the required match for fiscally 
stressed grantees. Congress should review the Land and 
Water Conservation Fund Act’s matching requirement and 
the Act’s corollary restriction against using Federal funding 
sources to satisfy the match. Congress should decide 
whether the matching requirement should be eliminated or 
modified so that the match must be satisfied by State or lo- 
cal origin funds and resources, exclusive of funds available 
under other Federal grant-in-aid programs. Congress 
should”amend the Land and Water Conservation Fund Act 
to provide the Secretary with explicit authority to discontin- 
ue funding projects in whole or in part in States where it is 

determined that existing projects are not adequately operat- 
ed and maintained. Congress should accept the President’s 
proposed elimination of funding to States for recreation 
projects from the Land and Water Conservation Fund be- 
cause States are becoming dependent on Federal funding 
sources for planning, acquiring, developing, operating, and 
maintaining their outdoor recreation facilities. The Secre- 
tary of the Interior should clarify and provide guidance to 
States on how the new project selection guidelines should 
be developed and implemented. The Secretary of the Inte- 
rior.should monitor State plan implementation to assure 
that the awarding of grants is directly linked to the planning 
process. The Secretary of the Interior should monitor the 
States to ensure compliance with the statutory require- 
ments for disclosing the amount and sources of Federal 
funds. The Secretary of the Interior should withhold States’ 
eligibility to participate in the fund program during periods 
when plans do not meet applicable requirements, as deter- 
mined under criteria established by the Secretary. The 
Secretary of the Interior should develop uniform criteria for 
monitoring the flow of all Federal funds to State and local 
governments, including a cross-referencing index system to 
identify the various Federal sources and amounts going to 
each project. The Secretary of the Interior should en- 
courage State and local governments to budget the entire 
life-cycle costs of proposed projects showing the Federal 
contribution and the State or local government total obliga- 
tion for the estimated useful life of the project. The Secre- 
tary of the Interior should also encourage States to collect 
user fees whenever practicable to lessen the burden of 
operation and maintenance costs on local tax revenues and 
Federal programs. The Secretary of the Interior should re- 
quire States to prepare comprehensive outdoor recreation 
plans that identify and rank the recreational needs of the 
State and establish project funding priorities. 

Appropriations 
Recreation programs - Department of the Interior, National 
Park Service 
Acquisition and development assistance to States for parks 
and recreation facilities 

Appropriations Committee Issues 

The Committees should consider National Park Service ac- 
quisition and development grants to States. 
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DEPARTMENTOFTHEINTERIOR 

NATIONAL PARK SERVICE 

The National Park Service Should improve Its Land Acquisition and Management at the Fire Island National 
Seashore 
(CED-81-78, 5-8-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Land and Water Conservation Fund Act of 1965. Fire Island National Seashore Act (P.L. 88-587). 
Wild and Scenic Rivers Act. 36 C.F.R. 28.4(c)(l)(i). 

The National Park Service’s zoning standards at Fire Island 
National Seashore are more restrictive than necessary to 
meet the requirements of Federal regulations, and the Park 
Service is unnecessarily acquiring private lands at Fire Is- 
land. GAO was requested to review these issues. 
Findings/Conclusions: The Park Service issued zoning 
standards for Fire island in September 1980 that were to be 
followed by local communities. The applicable regulations 
protect property owners in existing developed communities 
from the threat of condemnation and undue intervention by 
the Federal Government The Park Service’s zoning stand- 
ards are particularly restrictive for homes that have to be re- 
built after being damaged or destroyed by a catastrophe. In 
addition, the Park Service’s zoning standards restrict some 
property owners from increasing the size of their homes. 
GAO believes that the applicable regulations permit these 
property owners to increase the size of their homes. The 
Park Service acquired a number of properties on which the 
owners had built at variance with the local community’s 
zoning ordinances. Many of these variances do not appear 
to harm Fire Island’s natural resources. The applicable reg- 
ulation allows, but does not require, the Park Service to con- 
demn properties with variances. However, the Park Service 
routinely objects to almost all variances granted by the local 
communities apparentty to be in a position to condemn the 
properties when funding is available. Park Service letters to 
a Senate committee requesting authority to take Fire island 
properties do not specify the reasons for acquisition. The 
draft land plan for Fire Island is inconsistent with the Park 
Service’s land acquisition policy. 
Recommendations: Congress should exempt land acquired 
from the a-year limitation stipulated in the Land and Water 
Conservation Fund Act., as amended. The purpose of this 
recommendation was to give the last owner(s) in the recrea- 
tion area the right to match the highest bid price and re- 
quire property sold to the National Park Service. The Secre- 
tary of the Interior should require the Director of the Nation- 
aI Park Service to stop routineb objecting to variances, un- 
less the Park Service specifically shows why the variances 
would harm Fire Island’s natural resources, and revise the 
zoning standards accordingly. The Secretary of the Interior 
should require the Director of the National Park Service to 
explain in its letters to the Senate Committee on Energy 
and Natural Resources requesting declarations of taking 

specifically why variances would adversely affect Fire 
Island’s natural resources. The Secretary of the Interior 
should require the Director of the National Park Service to 
revise the Fire Island acquisition plan to state (1) more 
specifically the circumstances under which properties will 
be acquired; and (2) that all properties will not be acquired 
just because they were rebuilt at variance with a local ordi- 
nance. The Secretary of the Interior should require the 
Director of the National Park Service to sell to the highest 
bidder all acquired lands in exempt communities that are 
compatible with the purposes of Fire Island. The previous 
owner should be offered first opportunity to reacquire the 
property at the highest bid price unless the Park Service can 
demonstrate that the last owner’s use of the property ad- 
versely affected Fire Islands natural resources. The Park 
Service could attach scenic or developmental restrictions to 
the deeds before selling the properties to assure that their 
use will be consistent with the enabling legislation. The 
Secretary of the Interior should direct the Director of the 
National Park Service to revise the Fire Island zoning stand- 
ards to make it clear that homes rebuilt or improved in ac- 
cordance with approved variances to local zoning ordi- 
nances will not be subject to condemnation unless the vari- 
ances adversely affect Fire Island’s natural resources. 

Agency Comments/Action 

Interior indicated it is: (1) developing new guidelines for pro- 
tecting and acquiring interests in land; (2) considering ways 
to reduce objections to minimizing variances; (3) planning 
to explain specifically why variances would adverse& affect 
Fire Island’s natural resources when requesting declaraton 
of rating authority; and (4) studying a possible sellback pro- 
gram for application for Fire Island and other areas of the 
national park system. 

Appropriations 

Conservation and land management - Department of the 
Interior, National Park Service 

Appropriations Committee Issues 

The Committees should consider land acquisition and 
management practices. 



Federal Land Acquisition and Mmagement Practices 
(CED-N-135, 9-Ii-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legistative Authority: Declaration of Taking Act (Eminent Domain) (40 U.S.C. 258a). Land and Water Conservation Fund 
Act of 1965. P.L. 91-479. P.L. 95-625. P.L. 95-290. P.L. 95-344. P.L. 90-544. P.L. 88-587. P.L. 90-209.92 Stat. 290.92 Stat. 
3534. 92 Stat. 305 1. 92 Stat. 474. 

Pursuant to a congressional request, GAO addressed the 
following specific areas: (1) what a study of the land man- 
agement and acquisition practices of the National Park 
Service at a few selected sites which are representative of 
different types of Federal lands would show; (2) what the in- 
terrelationships of the National Park Service and Fish and 
Wildlife Service with the nonprofit organizations’ increased 

role in the acquisition of lands are; (3) whether Federal land 
acquisition through donation directly to the Government 
would cost the public more than donations through 
nonprofit organizations; and (4) whether the National Park 
Sevice’s purchase of 195,000 acres of land shown by Park 
Service records as being acquired outside park boundaries 
was in compliance with the laws and intent of Congress and 
whether there was any relationship of this acquisition to 
boundary alterations by the Secretary of the Intenor. Addi- 
tionally, GAO reviewed authorizing legislation for 1 1 of the 
323 areas in the Park Service’s system. 
Findings/Conclusions: In 1979, the Park Service revised its 
land acquisition policy to give greater consideration to pro- 
tecting areas through the use of easements, zoning, and 
cooperative agreements with State and local governments. 
An analysis of plans from 33 park areas showed that 21 
plans discussed alternate land protection methods and that 
13 did not address or adequately justify the reasons for fee 
simple acquisition of property. Land acquisition offkzers in 
six areas stated that the policy has had no effect on their 
land acquisition programs. While nonprofit organizations 
play a unique and significant role in land acquisition, Feder- 
al agencies have no written policies or procedures to guide 
them as to when it is appropriate to use a nonprofit organi- 
zation, what the working relationship should be between the 
agencies and the organizations, or what the proper amount 
of compensation for purchasing the land should be. These 
organizations use the tax laws and their nonprofit status to 
acquire land at a savings to the Government by successfully 
obtaining donations and bargain sales. However, these sav- 
ings are not as great if the tax revenue lost as a result of the 
charitable deduction and capital gains reduction is con- 
sidered part of the total cost to the Government.. GAO deter- 
mined that about 6,000 acres of Park Service land were out- 
side the boundaries but that the Park Service records are 
inadequate and incomplete. It did not appear that land out- 
side park area boundaries was acquired contrary to the au- 
thorizing legislation or the intent of Congress. 
Recommendations: The Secretary of the Interior should 
direct the Director of the National Park Service to require 
park superintendents to more aggressively use alternatives 

to fee simple acquisition, such as zoning and easements to 
protect areas. The Secretary of the Interior should direct 
the Director of the National Park Setice to develop specific 
criteria to be used in determining which properties should 
be purchased because of economic hardships to landown- 
ers or acquired in fee simple because of the high cost of 
easements. The Secretary of the Interior should direct the 
Director of the National Park Service to determine for each 
area in the National Park System which properties are com- 

patible with the purposes of the area and not subject to ac- 
quisition and include this information in land acquisition 
plans. The Secretary of the Interior should direct the Direc- 
tor of the National Park Service to leave pastoral and histor- 
ic settings in private ownership, as intended by Congress, 
for specific areas by using easements or other methods. 
The Secretary of the !nterior should direct the Director of 
the National Park Service to reevaluate all units currently be- 
ing used for employees’ housing and discontinue all hous- 
ing rentals not in accordance with Interior’s Departmental 
Handbook. The Secretary of the Interior should direct the 
Director of the National Park Service to accurately deter- 
mine how much land, especially for Badlands National 
Park, the Park Service has currently outside its parks’ boun- 
daries. The Secretaries of Agriculture and the Interior 
should jointly establish policies and guidelines on the use of 
nonprofit organizations in acquiring land. The policy should 
provide guidance to the agencies on when to use nonprofit 
organizations, what the working relationship should be be- 
tween Federal agencies and these organizations, and what 
unique land acquisition pr&edures might be appropriate. 
The Secretary of the Interior should direct the Director of 
the National Park Service to promptly dispose of all unneed- 
ed land outside authorized boundaries to the General Serv- 
ices Administration. 

Agency CommentslA~tion 

In general, the Departments of Agriculture and the Interior 
and nonprofit organizations did not disagree with the GAO 
conclusions. However, there seemed to be some concern 
by most of them regarding the GAO recommendation that 
Federal agencies should have written policies or pro- 
cedures to guide them in their working relationships with 
nonprofit organizations. GAO made modifications to the re- 
port based on the comments received but did not change 
its recommendation. The Department of the Interior’s com- 
ments were primarily directed toward the GAO recommen- 
dations. In general, the Department agreed with the recom- 



mendations and has already taken or plans to take action to 
address most of them. 

Appropriations 

Land and Water Conservation Fund - Department of the In- 
terior, Assistant Secretary for Fish and Wildlife and Parks 

Appropriations Committee Issues 

The Committees should consider whether Congress should 
limit or terminate, for the immediate future, further Federal 
land acquisitions, and instead, use funds from the Land and 
Water Conservation Fund for the purpose of restoring the 
National Park System as proposed by the President. 
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DEPARTMENTOFTHEINTERIOR 

WATER AND POWER RESOURCES SERVICE 

Water Supply Should Not Be an Obstacle To Meeting Energy Development Goals 
(CED-80-30, I-24-80) 

EMget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: National Environmental Policy Act of 1969. Federal Water Pollution Control Act Amendments of 
1972. Environmental Defense Fund, Inc. v. Morton, 420 F. Supp. 1037 (D. Mont. 1976). Environmental Defense Fund, Inc. 
v. Andrus, 596 F.2d 848 (9th Cir. 1979). 

Alternative energy technologies, such as oil shale develop- 
ment, coal gasification, geothermal power generation, coal 
liquifaction, and coal slurry lines were heralded as key con- 
tributors to the Nation’s energy independence and were ex- 
pected to consume lots of water. Consequently, many re- 
ports predicted that the Nation’s quest for energy and min- 
eral independence will stimulate a prolonged thirst for water 
and will virtually exhaust all unused water in the mineral- 
rich, water-short West. However, recent evidence indicates 
that these predictions are unfounded or outdated and that 
adequate water is available for energy development through 
at least the year 2000. 

Flndings/Conclusfons: Slower growth of energy use and in- 
creased reuse of water have reduced the need to divert wa- 
ter from other uses. New production techniques and experi- 
ence have demonstrated that individual plant requirements 
are as much as 50 percent less than anticipated. Demand 
for Federal project water by energy developers has fallen 
off, leaving reservoirs with undelivered and apparently 
unwanted water. Uncertainties exist about the extent of en- 
ergy development, the future of reclamation projects, en- 
vironmental requirements, reserved water, and project de- 
velopment delays. However, these uncertainties only limit 
the number of sites where development can occur. Since 
water requirements are modest and water supplies are large 
and scattered, water supply problems in one location will 
result in new site selection. One new technology, transpor- 
tation of coal through slurry pipelines, offers the promise of 
actually decreasing water consumption in water-short areas. 
The most common sources for additional water for energy 
development probably will be development of new storage 
facilities, procurement of water rights, or procurement of 

water stored in Federal reservoirs. Federal reservoirs could 
provide much of the supply needed for development and 
that would mean additional revenue which would speed 
repayment of Federal costs for building the projects without 
the environmental, social, and political problems implicit in 
new construction. 
Recommendations: The Secretary of the Interior should: 
direct the Bureau of Reclamation to immediately begin 
preparation of environmental impact statements for the two 
Yellowstone Basin reservoirs; require similar environmental 
impact statements for other reservoirs whose marketing 
programs are threatened; update, improve, and establish 
unit water consumption estimates based upon more recent 
analyses of water requirements; and update and improve 
energy production estimates for electricity and synthetic fu- 
els. 

Agency Comments/Action 

The Water and Power Resources Service concurred with 
each recommendation in the report. The Service has initiat- 
ed environmental impact statements for the Yellowtail and 
Boysen reservoirs. 

Appropriations 

Operations and maintenance - Department of the Interior, 
Water and Power Resources Service 

Appropriations Committee Issues 

The Committees should assure that the Water and Power 
Resources Service has implemented the recommendations 
of this report. 



DEPARTMENTOFTHEINTERIOR 

WATER AND POWER R-ESOURCES SERVICE 

Selected Water Sales Contracts 
(CED-80-69, 3-25-80) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legi&tive Authority: Fryingpan-Arkansas Project Act. 

A review was conducted of the adequacy of western water 
supplies to support energy and mineral development. Water 
marketing practices were briefly analyzed on selected water 
sales contracts, These contracts are administered by the 
Water and Power Resources Service and are short-term 
contracts. In an effort to recover a portion of the project 
costs associated with the water sales contracts, Resources 
Service project authorizations require that project users 
reimburse the U.S. Treasury for costs associated with cer- 
tain uses such as irrigation, municipal and industrial water, 
or power. Most of the other project costs are classified as 
nonreimbursable and are financed from the U.S. Treasury. 
Findings/Conclusions: In each of the three contracts re- 
viewed, the Resources Service charged water rates that 
were too low to guarantee expeditious Federal cost 
recovery. Unfortunately, when water intermediaries or users 
do not pay an appropriate share of Federal project costs, 
others must make up the difference. Since the water con- 
sumers had already paid higher prices than the Resources 
Service charged, higher Federal rates would probably have 
had little, if any, impact on them. Low rates were not justi- 
fied when the Resources Service had the authority to base 
the sales price of municipal and industrial water on the local 
market price of that water as established by comparison 
with other water sales or the subsequent resale of the Fed- 
eral project water. Thus there was a need for additional 
monitoring of water marketing policies to assure adequate 
water prices, project repayment, and regional and project 
consistency. 
Recommendations: The Secretary of the Interior should re- 
quire the Commissioner, Water and Power Resources Serv- 
ice, to: (1) set water prices at an amount that will at least re- 
cover all reimbursable costs when additional contracts for 

Fontenelle water are issued; (2) include in the Fryingpan- 
Arkansas contract a requirement that some revenue from 
the sale of return flows be repaid to the U.S. Treasury; and 
(3) use prices that recognize the current value of water 
when new North Platte River municipal and industrial water 
contracts are issued. 

Agency Comments/Action 

The agency disagreed with the recommendation that water 
prices be set at an amount that will at least cover all reim- 
bursable costs when additional contracts for Fontenelle wa- 
ter are issued. It states that reclamation already requires that 
all reimbursable costs be covered and that it is complying 
with the law. It stated that it will have to look at the legal im- 
plications before addressing the second recommendation 
to include in the Fryingpan-Arkansas contract a require- 
ment that some revenue from the sale of return flows be 
repaid to the U.S. Treasury. Further, it implemented the 
third recommendation to use prices that recognize the 
current value of water when it renegotiated the Glendo 
Reservoir contract. 

Approprlations 

Construction - Department of the Interior, Water and Power 
Resources Service 

Appropriations Committee Issues 

Because of the substantial reimbursement to the Federal 
Treasury, the Committee should see that the GAO recom- 
mendations are carried out. 
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DEPARTMENT OF THE INTERIOR 

WATER RESOURCES COUNCIL 

River Basin Commissions Have Been Helpful, but Changes Are Needed 
(CED-81-69, 5-28-81) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 
Legislative Authority: Water Resources Planning Act (P.L. 89-80). P.L. 95-502. 

River basin planning should match the needs of water users 
with the amount of water available irrespective of State 
boundaries or Federal agency responsibilities. A review was 
made to determine how successful river basin commis- 
sions have been in meeting their legislative objectives of 
planning and coordinating water resource development. 
Findings/Conclusions: The river basin commissions, as 
they are now operating, do not accomplish optimum plan- 
ning. While the commissions have provided a forum for 
Federal and State members to exchange views and have 
assisted States in various water studies, they have fallen 
short of meeting some of their legislative objectives. Leg- 
islative changes are needed to ensure continued State par- 
ticipation and regional water resources planning input into 
Federal agencies’ budget submissions. Commissions have 
not become the principal coordinators of water resource 
projects as intended, and Federal and State members who 
make up the six river basin commissions do not use their 
collective authority to carry out commission objectives. 
Commissions agree that authority is lacking, and Federal 
and State water plans and programs continue to be 
prepared independently of commission influence. GAO be- 
lieves that river basin commissions have the opportunity to 
be more successful in planning and coordinating water de- 
velopment. However, changes are needed to: (1) provide 
broad water resource planning input and ensure continued 
State participation; and (2) encourage more participation in 
resolving regional and national water resource problems. 
Recommendations: Congress should amend title I11 of the 
Water Resources Planning Act to require State membership 

in river basin commissions or other regional planning ar- 
rangements prior to authorization of title Ill funds. Congress 
should amend title II of the Water Resources Planning Act to 
require information regarding priorities established by river 
basin commissions or other regional planning arrange- 
ments be included in the appropriate Federal agencies’ an- 
nual budget submissions to Congress. Such information 
should (1) include a comparison of the relative priority of 
each project with all other water projects within the 
commission’s or other regional arrangement’s jurisdiction; 
and (2) be required before major Federal water projects are 
authorized. 

Agency Comments/Action 
Most agencies generally agreed with the overall assessment 
of river basin commissions and supported the recommen- 
dations. Interior, however, disagreed with the assessment 
stating that the commissions do not perform any function 
or provide a service that the States could not do them- 
selves. 

Appropriations 

Federal funds - Water Resources Council 

Appropriations Committee Issues 

If Congress decides to continue funding river basin com- 
missions, the recommended legislative changes should be 
made. 
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DEPARTMENTOFTHETREASURY 

Electronk Funds Transfer-Its Potential for improving Cash Management in Government 
(FGMSD-80-80, 9-19-80) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: P.L. 95-147. 

Electronic funds transfer (EFT) technology is being in- 
creasingly used in government and industry to replace 
checks for sending and receiving money. The use of EFT in 
the Federal Government is expected to increase the Gov- 
ernment’s opportunities for realizing interest savings. Funds 
which flow faster into the Treasury’s interest-earning tax and 
loan accounts at banks and other financial depositories be- 
gin earning interest sooner. In addition, funds which flow 
faster into the Treasury’s accounts at the Federal Reserve 
can also begin earning income sooner. 
Findings/Conclusions: However, EFT has only limited abili- 
ty to affect borrowing decisions. Although it can make funds 
available a few days earlier, borrowing decisions are gen- 
erally insensitive to short-term changes in the timing of re- 
ceipts. The overriding consideration in the Treasury’s bor- 
rowing decisions is debt management not cash manage- 
ment. Faster EFT receipts, though, can sometimes reduce 
the amount bon-owed. This can occur when the aggregate 
of such receipts effectivety raises the monthly low points of 
the Treasury’s projected cash balances. To avoid a shortage 
of cash, borrowing decisions tend to focus on these low 
points, which normally occur around midmonth and are 
created by the timiig differences in Government disburse- 
ments and receipts. For EFf’ to have a more positive influ- 
ence on borrowing decisions, the faster fltiw.must be tied 
into the forecasting process. EFT can give the Treasury 
greater accuracy in forecasting its daily cash balances be- 
cause it eliminates the timiig uncertainties in the mailing, 
cashing, and clearing of checks. Recurring EF-T payments 

and receipts can provide more reliable data for estimating 
the future effect of these transactions on the daily cash bal- 
ances. 
Recommendations: The Secretary of the Treasury should 
ask all Federal agencies to report to the Treasury the 
amounts and timiig of large receipts and payments to be 
made by EFf as soon as they know when such transactions 
will be made, preferably at least 10 days in advance. 

Agency Comments/Action 

Treasury concurs with the recommendation and is explor- 
ing ways to implement it In September 1980, Treasury is- 
sued a regulation requiring agencies to not@ Treasury of all 
large EFT disbursements prior to payment date. Treasury is 
still considering a similar requirement for large EFT re- 
ceipts. 

Appropriations 

Fiscal operations - Department of the Treasury 

Appropriations Committee Issues 

ln view of the potential cash management improvements 
available through the use of EFT, the Committees may 
want to inquire about the Treasury’s efforts to: (1) get Fed- 
eral agencies to use EFT for various receipts; and (2) re- 
quire them to give the Treasury advance notice of such re- 
ceipts. 

435 



DEPARTMENTOFTHETREASURY 

BUREAU OF ALCOHOL, TOBACCO AND FIREARMS 

Occupational Taxes on the Alcohol Industry Are Not Being Adequately Enforced, but Repeal Appears Preferable 
to Additional Enforcement 
(GGD-75-111, 1-16-76) 

Budget Function: Central Fiscal Operations (0803) 
Legislative Authority: Federal Alcohol Administration Act (26 U.S.C. 5146). 

Alcoholic beverage occupational taxes collected in fiscal 
year 1975 amounted to $21.5 million. 
Findings/Conclusions: Taxpayer compliance with the 
alcohol-related occupational tax has dropped below accept- 
able levels and enforcement by the Bureau of Alcohol, To- 
bacco and Firearms is inadequate. Although additional 
manpower in this area would undoubtedly increase both 
revenue and compliance, repeal of the occupational taxes 
appears preferable to increased enforcement. 
Recommendations: Congress should repeal all occupation- 
al taxes in section 5081 through 5148 of the Internal Reve- 
nue Code on retail and wholesale dealers in distilled spirits, 
wines, and beer; manufacturers of nonbeverage alcoholic 
producks; brewers; manufacturers of stills; and rectifiers. 
Congress should also amend the Federal Alcohol Adminis- 
tration Act to clarify the authority of the Bureau of Alcohol, 
Tobacco and Firearms to investigate possible consumer 
and/or unfair trade practice violations of the Act prior to a 
permit hearing. 

Agency Comments/Action 

The Treasury Department is opposed to the repeal of the 
occupational tax authority. Further, in its reply to the Office 
of Management and Budget on the report, the Department 
stated that the GAO report raised a broad issue concerning 
whether the entire practice of regulating the retail liquor in- 
dustry should revert to the Federal Trade Commission or to 
State authorities. 

Appropriations 

Salaries and expenses - Department of the Treasury, 
Bureau of Alcohol, Tobacco and Firearms 
Taxpayer compliance - Department of the Treasury, Bureau 
of Alcohol, Tobacco, and Firearms 

Appropriations Committee issues 

It is necessary to determine whether additional funds should 
be requested to enforce collection of occupational taxes on 
the alcohol industry. 



DEPARTMENTOFTHETREASURY 

BUREAU OF THE MINT 

Opportunities Still Exist To Better Use the Mint’s Data Processing Center 
(GGD-81-64, 3-27-81) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: OMB Circular A-121. 

The Bureau of the Mint’s automatic data processing center 
in San Francisco, California, serves not only the Bureau but 
other Department of the Treasury bureaus and Federal 
agerr:ies as well. A review was performed to evaluate how 
well the Bureau’s data processing resources are managed. 
Findings/Conclusions: Incomplete and inaccurate comput- 
er utilization measurements have caused Bureau officials to 
believe that the data center was functioning at close to full 
capacity. In fact, the computer can accommodate almost 
twice its present workload. In addition, the center is incur- 
ring unnecessary costs for the maintenance of excess peri- 
pheral equipment for the computer. These problems have 
occurred because the Bureau is not collecting the perform- 
ance data necessary to assess the computer’s workload, 
evaluate its efficiency, and determine what additional equip- 
ment is or is not necessary to support it. 
Recommendations: The Bureau of the Mint should: (1) as- 
sure that the San Francisco automatic data processing 
center is performing as effectively as possible by making 
certain that the necessary performance and utilization 
measurements are collected and properly interpreted; (2) 
use this information as a basis for a computer performance 
management program to furnish periodic reports to man- 
agement at the center and Mint headquarters on the extent 
to which data processing capacity is available and comput- 
er equipment is being used; and (3) on the basis of the in- 
formation provided by the performance management pro- 

gram, try to ensure that the Mint’s data processing capacity 
is fully utilized and that the data center’s computer equip- 
ment is commensurate with its needs. 

Agency Comments/Action 

In discussions following the audit, the Mint generally agreed 
with the GAO recommendations and observations that the 
center could support additional work. It disagreed, however, 
as to the extent of computer underutilization. The Depart- 
ment of the Treasury subsequently informed GAO that it 
would review the center’s workload in greater depth using 
additional and more appropriate measurements than were 
previously available. Further actions are pending the study’s 
completion. 

Appropriations 

Administrative operations (ADP) - Department of the 
Treasury, Bureau of the Mint 

Appropriations Committee Issues 

GAO estimated that, at the rates being charged non-Mint 
users, unused capacity at the center represents a loss in an- 
nual billings in excess of s 1.2 million. More importantly, 
other agencies may be incurring unnecessary costs for data 
processing equipment or services when the Mint’s facility 
could be used to meet their requirements. 
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DEPARTMENTOFTHETRFASURY 
INTERNAL REVENUE SERVICE 

How Taxpayer Satisfaction With IRS Handling of Problem Inquiries Could Be increased 
(GGD-79-74, 9-18-79) 

Budget Function: General Government: Tax Administration (0807) 

The U.S. tax system is based on voluntary compliance and 
each individual and business is responsible for filing all re- 
quired tax returns, assessing the amount of the tax, and 
paying that amount Because the Federal tax laws, publica- 
tions, and forms are complex, taxpayers often need answers 
to difficult questions. The Internal Revenue Service (IRS) 
has two systems through which it handles tax inquiries; nor- 
mal handling and special handling. The normal system 
used by district offices is intended to answer most taxpayer 
inquiries on the first contact The special system was estab- 
lished to handle problem inquiries. While taxpayers may 
not always be right, extensive taxpayer dissatisfaction could 
affect their compliance with the tax laws. As a result GAO 
sent out questionnaires to determine taxpayer satisfaction 
with IRS handling of inquiries. 
Findings/Conclusions: The majority of the 2,223 taxpayers 
responding to the questionnaire were satisfied with the way 
IRS handled their inquiries. About 32 percent were dissatis- 
fied, most complaining about the way IRS communicated 
its answers and the fact that resolving, or not resolving, their 
problems took too many contacts and too much time. GAO 
estimates that 54 percent of the taxpayers handled by the 
national office and 40 percent handled by service centers 
were dissatisfied. Due to weaknesses in implementing the 
special handling system, many problem inquiries which 
should have received special handling either did not or were 
referred too late. The control procedures were also found to 
have weaknesses. Followup of taxpayers with problem in- 
quiries is too limited and taxpayers whose problems are tiot 
solved after the first attempt either have to keep trying in 
frustration or give up. Followup is needed to see that the 
problems are solved and that the taxpayers are satisfied to 
the extent possible. Followup would also provide data for 
the systematic evaluation of possible problem causes. Sa- 
tisfaction could be increased by making the district offices’ 
special handling units the focal point for controlling more 
such inquiries, since the national office and service centers 
are further removed and are not primarily intended to han- 
dle taxpayer problems. 
Recommendations: The Commissioner of Internal Revenue 
should: (1) require that all IRS employees contacted by tax- 
payers obtain information on any prior contacts to make 
sure that problem inquiries are properly referred for special 
handling and are controlled; (2) increase the extent to which 
problem inquiries are handled and controlled by the district 
offices; (3) send comprehensive followup questionnaires to 

a statistically valid selection of all taxpayers with problem in- 
quiries; (4) increase evaluation and correction of the com- 
mon causes of taxpayer problem inquiries, particularly 
those identified by the GAO taxpayer questionnaire survey; 
and (5) make sure that IRS looks for ways to improve its 
communication of responses to taxpayers’ inquiries as part 
of its efforts to simplify tax forms and instructions. 

Agency Comments/Action 

IRS generally agreed with most of the GAO recommenda- 
tions. The major disagreement related to the IRS belief that 
it should obtain information about previous contacts on the 
same question or problem from only certain taxpayers re- 
questing assistance. GAO believes that, unless IRS identifies 
all second-time contacts and provides those requirers with 
special handling, some deserving persons will still not get 
special service, while others who do not meet the criteria, 
but who complain the most, will receive it IRS has issued 
instructions directing its employees to determine whether 
faxpayers making an inquiry had previously contacted IRS 
on the same matter. However, the requirement only covers 
matters which made up 15 percent of the total inquiries in 
1978. IRS believes that querying all taxpayers about previ- 
ous contacts on the same inquiry will put a possible strain 
on its taxpayer service resources. However, GAO believes 
this is the only way IRS can properly implement its criteria 
for referring taxpayer inquiries to its special handling sys- 
tem, or Problem Resolution Program. Until it queries all tax- 
payers about prior contacts on the same problem, IRS will 
never know how much, if any, additional resources are re- 
quired to make such inquiries. IRS would then be better 
able to determine whether it needs different criteria for iden- 
tifying problem inquiries and/or whether it needs to devote 
more resources to operating its special handling system. 

Appropriations 

Taxpayer service - Department of the Treasury, Internal 
Revenue Service 

Appropriations Committee Issues 

The Commitiees should question IRS as to the success of 
its limited requirement to query taxpayers on prior contacts. 
They should also inquire as to the cost of extending the re- 
quirement to cover all taxpayers. 



DEPARTMENTOFTHETREASURY 

INTERNAL REVENUE SERVICE 

IRS Can Expand and Improve Computer Processing of information Returns 
(FGMSD-81-4, 10-20-80) 

Budget Function: General Government: Tax Administration (0807) 
Legislative Authority: Revenue Act. P.L. 94-202. 

GAO reviewed the information document matching pro- 
gram of the Internal Revenue Service (IRS) to (1) determine 
the progress made, (2) assess the adequacy of IRS comput- 
er capabilities for a full matching program, (3) determine 
the feasibility and costs of upgrading IRS computer capabil- 
ity, (4) determine the general status of IRS computer capa- 
bilities, and (5) identify any other problem areas related to 
the IRS management and use of computers. 
Findings/Conclusions: IRS has made considerable progress 
toward achieving a full document matching program, but 
still does not use millions of information returns. About 79 
percent of the information returns received for tax year 
1978 entered the processing cycle for the matching pro- 
gram. IRS has sufficient computer capacity to process all 
the information returns, but additional funding and person- 
nel are needed to transcribe the returns and follow up on 
unreported income. IRS plans to replace much of its com- 
puter equipment under a 3-phase replacement program 
that will cost an estimated $218 million over 8 years. This 
replacement and conversion to machine independent soft- 
ware offers the potential to improve IRS computer opera- 
tions. An opportunity exists to expand the use of informa- 
tion returns by reducing the need for transcription by ob- 
taining returns in computer-readable form and by cooperat- 
ing with the Social Security Administration (SSA). IRS use of 
its data processing systems could be improved by improv- 
ing the design of the information returns system and by 
better matching job requirements to computer resources. 
Recommendations: The Commissioner of Internal Revenue, 
in cooperation with SSA, should seek ways to increase the 
filing of information returns on computer-readable media. 
The Commissioner of Internal Revenue should investigate 
the use of optical character recognition equipment to tran- 
scribe non-wage paper information returns, possibly 
through equipment sharing with SSA. The Commissioner 
of Internal Revenue should require the ADP performance 
evaluation staff to develop a comprehensive resource- 
need-based workload scheduling and management system 
to improve computer productivity at the National Computer 
Center. The Commissioner of Internal Revenue should 
redesign the information returns processing system to im- 
prove efficiency along the lines recommended in the IRS 

draft report entitled “System Design Recommendations for 
an Improved Information Returns Program,” August 1979. 
The Commissioner of Internal Revenue should do a feasibil- 
ity and cost-benefit study of a redesign, and development in 
higher level language, of the business and individual master 
files and related applications presently written in machine- 
dependent languages. 

Agency Comments/Action 

IRS concurred with, and is taking a number of actions to 
comply with, the first four GAO recommendations. Regard- 
ing the fifth recommendation, IRS did not dispute the need 
for upgrading its master file applications--the key central 
processing functions--to higher level computer program- 
ming languages. However, IRS believes that a redesigning 
of the master files and associated applications is to risky 
and that staff resources and skills are unavailable because 
of the current efforts on equipment replacement and up- 
grading computer programs to a higher level language. 
GAO believes that a feasibility and cost benefit study of 
master files redesign is needed because of their critical role 
in the tax processing system and IRS productivity. 

Appropriations 

Salaries and expenses - Department of the Treasury, Inter- 
nal Revenue Service 

Appropriations Committee Issues 

GAO believes that IRS should be appropriated the re- 
sources needed to begin redesign of the master files. The 
design and use of the master files are keys to the effective 
use of most tax data and thus to the overall effectiveness of 
the IRS. The resources needed to accomplish this planning 
and design work are modest and should not impact the 
current system replacement efforts. Thus, GAO believes 
that the redesign effort should begin now to ensure that the 
computer systems and software obtained in the replace- 
ment program are the most appropriate to the IRS needs to 
ensure that the new equipment will enable the most effec- 
tive and efficient use of the master files. 
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DEPARTMENT OF THE TREASURY 

INTERNAL REVENUE SERVICE 

illegal Tax Protesters Threaten System 
(GGD-81-83, 7-d-81) 

Budget Function: General Government: Tax Administration (0807) 
Legislative Authority: internal Revenue Code (IRC). Tax Reform Act of 1976. 

GAO reviewed the efforts of the Internal Revenue Service 
(IRS) to detect and deter illegal tax protesters. The review 
was based primarily on a random sample of cases identified 
as protesters in 1978 and 1979 by three IRS districts. IRS 
defines an illegal tax protester as a person who advocates or 
participates in a scheme with a broad exposure that results 
in the illegal underpayment of taxes. To counter this threat 
to the Nation’s voluntary compliance tax system, IRS has 
taken some important actions, including the establishment 
of a nationwide program to detect and deter protesters and 
a related program to identify persons who file false form 
W-4’s to evade taxes. 
Findings/Conclusions: IRS has had some important 
successes, including convictions of major illegal protest 
leaders, but it needs to improve its efforts to identify illegal 
tax protesters and to bring them into compliance in a more 
timely and effective manner. IRS also needs to develop an 
overall strategy and better target its resources to maximize 
their deterrent effect on the protester problem. The exact 
extent and makeup of the illegal tax protest movement are 
unknown; illegal tax protesters have developed various 
complex and sophisticated schemes to evade or reduce 
their taxes. The largest number of cases in the review sam- 
ple involved protesters who were nonprofessional wage 
earners, had incomes between $15,000 and $50,000, and 
on the average owed about $3,700 in taxes. The Illegal Tax 
Protester Program was designed primarily to identify and 
control protester returns and documents. The Questionable 
Form W-4 Program was designed to identify illegal tax pro- 
testers and others who file false income withholding certifi- 
cates to evade taxes. IRS procedures for detecting illegal tax 
protesters are limited primarily to identifying those who 
chose to file a protest return or notify IRS of their protest; 
other protesters elude detection. IRS has not been as timely 
and effective as it could be in bringing illegal tax protesters 
into compliance. Additional opportunities exist for IRS to 
use the public media in dealing with the problem. 
Recommendations: Congress should revise the summons 
provisions of the 1976 Tax Reform Act by requiring tax- 
payers to expeditiously show cause to a court for not com- 
plying with a summons. The Commissioner of IRS should 
direct IRS officials to routinely determine whether persons 
detected through the IRS nonfiler program are protesters 
and assure that they are pursued accordingly. The Com- 
missioner of IRS should direct IRS officials to develop a 
service center computer program to identify returns with 
large charitable contributions and establish procedures for 
questioning those contributions before making refunds or 
accepting the return as filed. The Commissioner of IRS 
should direct IRS officials to provide appropriate personnel 

with sufficient training on protester identification pro- 
cedures. The Commissioner of IRS should direct IRS offi- 
cials to conduct an annual delinquency check on previously 
identified protesters to verify that filing requirements were 
met and proper tax assessed and paid. The Commissioner 
of IRS should institute the following change: when service 
centers identify a protester, they should accumulate a file of 
all pertinent data from sources within IRS, including infor- 
mation documents, questionable W-~‘S, and prior returns. 
The Commissioner of IRS should institute the following 
change: shipment of protester cases from service centers to 
districts should be specially handled to reduce lost time. 
The Commissioner of IRS should institute the following 
change: when protesters are uncooperative, IRS should 
prepare and process substitute tax returns based on availa- 
ble information, such as employer-provided information. 
The Commissioner of IRS should institute the following 
change: explicit guidance should be provided to examina- 
tion and appeals personnel regarding how family estate 
trust cases should be expeditiously examined and proc- 
essed. The Commissioner of IRS should institute the fol- 
lowing change: when a protester case involves a paid 
preparer, IRS should expeditiously assert, where approp- 
riate, a penalty against the preparer. The Commissioner of 
IRS should establish criteria on the time it will allow for pro- 
testers to provide records before issuing summons. The 
Commissioner of IRS should establish a working group in 
each district division to handle protester and other special 
compliance cases and designate one district official with the 
responsibility and authority for cutting across functional 
lines to ensure that such cases receive adequate and 
expeditious attention. Similar positions should be estab- 
lished at the national and regional office levels to ensure 
that the protester program and other special compliance 
programs receive the attention they need. The Commis- 
sioner of IRS should develop, with input from the Justice 
Department, an overall plan for dealing with illegal protest- 
ers. The Commissioner of IRS should develop more com- 
prehensive management information for use in planning, 
allocating resources, and making other strategic decisions 
relative to the illegal tax protester efforts. The Commission- 
er of IRS should on a test basis, seek Joint Committee ap- 
proval under Code section 6103(k)(3) to disclose taxpayer 
return information or any other information necessary to 
correct misstatements of fact. 

Agency Comments/Action 

IRS either has taken or plans to take action on nine GAO 
recommendations aimed at (1) improving IRS procedures 



for detecting illegal tax protesters and determining the ex- 
tent and makeup of the protester problem; and (2) increas- 
ing the timeliness and effectiveness of IRS compliance en- 
forcement efforts against protesters. IRS did not agree with 
three of four GAO recommendations aimed at improving 
the overall efficiency and effectiveness of IRS efforts against 
illegal tax protesters. IRS believed that establishing working 
groups in each district to handle protesters and other spe- 
cial compliance cased, and designating organizational 
structure and effective tax administration. IRS implied that 
an overall plan for dealing with illegal tax protesters was not 
necessary because it had an ongoing liaison with the Jus- 
tice Department. Also, IRS did not see the need for more 
comprehensive management information to plan, allocate 
resources, and make other strategic decisions regarding its 
illegal tax protester efforts. GAO continues to believe that, to 
improve its effectiveness against protesters, IRS needs to 
better focus organizational responsibility, develop a plan, 
and develop more comprehensive management informa- 
tion. IRS did agree with one of the GAO efficiency and effec- 
tiveness recommendations, and is developing a proposal to 
be forwarded to the Joint Committee on Taxation which 
would allow IRS, as authorized by the Internal revenue Code, 
to expeditiously correct misstatements of fact made by ille- 
gal tax protesters. 

Appropriations 

Operation and maintenance - Army, Navy, Air Force 
Criminal tax - Department of Justice 
Taxpayer compliance - Department of the Treasury, Internal 
Revenue Service 
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DEPARTMENTOFTHETREASURY 

INTERNAL REVENUE SERVICE 

Billions of Dollars Are Involved in Taxation of the Life insurance Industry--Some Corrections in the Law Are 
Needed 
(PAD-81-1, 9-17-81) 

Budget Function: General Government: Tax Administration (0807) 
Legislative Authority: Revenue Act of 1964. Internal Revenue Code (IRC). Life lnsurarrce Company Income Tax Act of 
1959. Tax Reform Act of 1976. United States v. Atlas Life Insurance Co., 381 U.S. 233 ( i979). United States v. Consumer 
Life Insurance Co., 430 U.S. 725 (1977). 

GAO examined the provisions of the Internal Revenue Code 
under which life insurance companies are taxed to deter- 
mine whether the provisions, which were enacted in 1959 
and have not been reviewed since, were in need of revision. 
Findings/Conclusions: The Life Insurance Company In- 
come Tax Act needs updating to reflect substantial changes 
in the industry and the economy. The Act contained a 
number of controversial provisions. Also, many features of 
the Act were written to tax the industry when it was dominat- 
ed by mutual companies, whole life insurance was the 
predominant product sold, the rate of inflation was low, and 
earning rates on investments were much lower than current 
rates. Special features in the Act recognized the competitive 
balance between mutual and stock companies, the impor- 
tance of fostering the survival of small life insurance com- 
panies, and the long-term nature of the life insurance busi- 
ness. In the past 20 years, the balance in the industry has 
shifted, and mutual companies no longer dominate. The 
lines of business that life insurance companies write have 
shifted from whole life to term and group insurance. There 
has been a dramatic increase in the pension line of busi- 
ness and tax-deferred annuities. Policy loan provisions have 
induced unanticipated demands on life insurance company 
assets in recent years. Because of these factors, Congress 
should consider changing sections of the Act which deal 
with the method by which the reserve deduction, that por- 
tion of current income necessary to meet future obligations, 
is calculated. Taxable income should be redefined as well 
as the method for approximating those reserves that are 
computed on a preliminary term basis. 
Recommendations: Congress should consider selecting as 
an alternative to replacing the 10 to 1 rule for adjusting 
reserves one of the following: (1) substituting the interest 
based on assumed rates for the 10 to 1 adjustment, the free 
interest method; (2) replacing the IO to 1 rule with a reserve 
deduction based on a geometric approximation that pro- 
vides a larger reserve deduction in the current economic 
environment; or (3) substituting a 4.5 percent maximum for 
the average earnings rate with either the 10 to 1 reserve ad- 

* 

justment or with the geometric reserve adjustment. 
Congress should amend Sections 802(b) and 815(c)(2)(A) 
of the Life Insurance Company Income Tax Act of 1959 to 
reflect the current condition of the life insurance industry. 
There should be no automatic deferral of half the excess of 
gain from operations over taxable investment income for all 
life insurance companies. However, eliminating this deferral 
should be gradual and indexed according to the age of the 
individual company. Congress should amend the legisla- 
tion to allow only $15 per thousand dollars of the amount at 
risk in revaluing reserves for permanent insurance plans. 
When considering the issue of deferred annuities, Congress 
should decide the issue of taxation at the corporate or indi- 
vidual level. Congress should amend the language of Sec- 
tion 801 (a) of the Life insurance Company Income Tax Act 
of 1959 to define a life insurance company. Congress 
should consider amending Section 801(b) of the Life In- 
surance Company Income Tax Act of 1959 which defines 
life insurance reserves. Congress should consider amend- 
ing Section 804(c)(l) of the Life Insurance Company In- 
come Tax Act of 1959 to provide a specific definition of in- 
vestment expenses. Congress should amend Section 
805(b)(4) of the Life Insurance Company Income Tax Act of 
1959 to clarify the definition of assets. Congress should 
determine the extent of any abuses of reinsurance and ex- 
amine Section 802 of the Life Insurance Company Income 
Tax Act of 1959 as it refers to modified coinsurance in any 
evaluation of the Act. 

Appropriations Committee Issues 

In its report, GAO provided recommendations to make 
specific changes in the law. GAO also suggested several ai- 
ternatives associated with revenue estimates and specific 
criteria guiding the selection from among various alterna- 
tives. Two of the alternatives concerning the reserve deduc- 
tion as well as two specific recommendations GAO present- 
ed would result in increased taxation but without the prob- 
lems inherent in the current law. 
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INTERNAL REVENUE SERVICE 

IRS Could Better Protect U.S. Tax Interests in Determining the Income of Multia&tionaL Corporations 
(GGD-81-81, 9-30-81) 

Budget Function: General Government: Tax Administration (0807) 
Legislative Authority: Internal Revenue Code (IRC). Revenue Act. 

GAO reported on the Internal Revenue Service’s (IRS) ad- 
ministration of the tnternai Revenue Code Section 482 
when auditing multinational corporations. Specific changes 
were discussed which would improve IRS enforcement of 
existing regulations. The larger question was explored of 
whether more fundamental changes in the regulations to- 
gether with additional approaches to taxation of multina- 
tional corporations could alleviate some of the uncertainty 
and adminktrative burden presently being experienced by 
IRS and corporate taxpayers. 
Findings/Conclusions: Multinational corporations have both 
the incentive and the opportunity to shift income between 
jurisdictions to take advantage of disparate corporate tax 
rates. One incentive is the minimization of taxes. The oppor- 
tunity ties in the pricing of interorganizational transactions. 
This presents an excellent opportunity for abuse. IRS has 
not yet developed baseline information on the incidence 
and magnitude of multinational corporation noncompli- 
ance ln terms of improper shifting of income. Thus, IRS has 
no basis for determining the amount of audit resources to 
be assigned to the problem, nor for gauging the success of 
those resources that are applied to it Enforcement difficul- 
ties are compounded by the complexities involved in 
measuring the amount of income misallocated. Thus, regu- 
lations and the resulting enforcement process create an 
unacceptable level of uncertainty and a significant admiis- 
trative burden both for corporate taxpayers and IRS examin- 
ers. Neither GAO nor IRS knows how much noncompliance 
exists, nor how many more adjustments IRS should have 
made. However, it can reasonably be concluded that the po- 
tential for greater enforcement exists. 
Recommendations: Congress should amend section 6038 
of the Internal Revenue Code to further provide that every 
United States person, as presently defined by the code, shall 
furnish such information as the Secretary of the Treasury 
may prescribe by regulation with respect to any foreign cor- 
poration which controls such person. The Secretary of the 
Treasury should adjust the safe haven interest rate as fre- 
quently as necessary to realistically reflect the current costs 
of borrowing on the open market The Secretary of the 
Treasury should initiate a study to identiify and evaluate the 
feasibii of ways to allocate income under section 482, in- 
cluding formula apportionment, which would lessen the 
present uncertainty and admin&rative burden created by 
the existing regulations. The Commissioner of internal 

. 
Revenue should aggregate and analyze existing data from a 
management perspective, consider ways to get a better 
measure of noncompliance, and establish procedures for 
continuously assessing the appropriateness of the IRS sec- 
tion 482 enforcement strategy. The Commissioner of Inter- 
nal Revenue should reassess the appropriateness of the IRS 
criteria for requesting economists’ participation in section 
482 adjustments and require that participation be mandato- 
ry for ail adjustments that meet the criteria established. The 
Commissioner of Internal Revenue should require IRS 
economists to evaluate whether the information they 
develop in one examination would be useful in other exami- 
nations and establish a procedure for communicating such 
information to other audit teams which examine corpora- 
tions having similar operations or products. The Commis- 
sioner of internal Revenue should clarify the description of 
the information that corporations should report concerning 
the sale and purchase of stock in trade and intercorporate 
loan transactions either by revising the form 2952 when 
current supplies are depleted or by issuing the new consoli- 
dated form currently being developed in the interim, IRS 
should notify its examiners of the shortcomings in the 
present form. 

Agency Comments/Action 

The Department of the Treasury agreed in principle with 
GAO conclusions and recommendations concerning the 
need to more frequently adjust the safe haven interest rate. 
Treasury stated that a change in the current safe haven rate 
was made on July I, 1981, and it anticipated that the rate in 
the future wiil be adjusted periodically so as ?o reff ect major 
changes in interest costs. Both Treasury and IRS generally 
agreed with the GAO recommendations concerning specif- 
ic improvements that need to be made to current section 
482 enforcement procedures. However, both agencies ex- 
pressed disagreement with the recommendation that 
Treasury urrdertake a study to identify ways to lessen the 
uncerttinty and administrative burden created by existing 
regulations. 

Examinations and appeals - Department of tile Treasury, 
lntemd Revenue Selrvice 



DEPARTMENT OF THE TREASURY 

INTERNAL REVENUE SERVICE 

Tax Revenues Lost and Beneficiaries Inadequately Protected When Private Pension Plans Terminate 
(HRD-81-117, 9-30-81) 

Budget Function: Education, Training, Employment and Social Services: Other Labor Services (0505) 
Legislative Authority: Employee Retirement Income Security Act of 1974 (29 U.S.C. 1OG 1 et seq.). Internal Revenue Code 
(IRC). 

In response to a congressional request, GAO reviewed the 
effectiveness of the practices and procedures of: (1) the 
Internal Revenue Service (IRS) and the Pension Benefit 
Guaranty Corporation (PBGC) for ensuring that pension 
plan terminations are reported; (2) IRS for processing plan 
terminations; and (3) IRS for ensuring compliance with in- 
come tax requirements by individuals receiving pension 
payouts. 
Findings/Conclusions: The review showed that, for about 
two-thirds of reported terminations, plan sponsors were not 
requesting IRS reviews at the time of termination because 
they are not mandatory under the internal Revenue Code. 
Termination actions were not being reported to PBGC, 
which is responsible for insuring participants’ benefits. 
Thus, at the time of termination there is no assurance that, 
for many such plans, the participants are adequately pro- 
tected as required by the Employee Retirement Income 
Security Act and the Internal Revenue Code. IRS reviews of 
terminating pension plans requested by plan sponsors have 
not been effective in protecting participants’ benefits, and 
IRS processes for collecting taxes due on plan asset dis- 
bursements are incomplete. Substantial tax revenues have 
been lost because IRS had not fully compared employer 
and employee tax reporting information on asset disburse- 
ments to individuals. PBGC and IRS have begun actions to 
correct some of these problems. 
Recommendations: Congress should enact legislation re- 
quiring plan sponsors to request an IRS determination for 
tax qualification of terminating pension plans before plan 
dissolution. The Commissioner of IRS should: (1) establish 
quality control procedures to ensure that termination appli- 
cations approved contain all necessary data for making 
such determinations; (2) establish a level of turnover for re- 
viewers to use in deciding whether to question participant 
departures before plan termination; and (3) identify docu- 
mentation for reviewers to obtain when questioning possi- 
ble discriminately vesting, participant forfeitures, and ques- 
tionable benefit distributions. The Commissioner of IRS, in 
cooperation with the Pension Benefit Guaranty Corporation, 

should use the automated records of both agencies to iden- 
titj~ nonreporters of plan terminations. The Executive Direc- 
tor of Pension Benefit Guaranty Corporation, in cooperation 
with IRS, should use the automated records of both agen- 
cies to identify nonreporters of plan terminations. In addi- 
tion, the Executive Director should establish procedures for 
timely followup with potential nonreporters to ensure parti- 
cipants in terminated plans, entitled to retirement benefit in- 
surance, are afforded the protection intended by Congress 
under Employee Retirement Income Security Act. The 
Commissioner of IRS should determine for tax year 1982 
the amount of pension payouts reported by employers as 
capital gains to employees and whether an effective method 
to compare such reporting with individual tax returns can 
be developed. If an effective comparison method cannot be 
developed, the employer reporting requirements of pension 
payouts as capital gains should be discontinued. The Com- 
missioner of IRS should use relevant reporting areas on in- 
dividual tax returns, such as a reported rollover for comput- 
er matching with employer pension payout reports, to allevi- 
ate the need for manual reviews. The Commissioner of IRS 
should develop procedures for testing employers’ filing 
compliance of pension payouts by obtaining, on pension 
plan annual reports, summary information on the number 
of payouts made above established dollar tolerances during 
the year to be compared with employer summary miscel- 
laneous income reports. 

Agency Comments/Action 

IRS and PBGC officials advised GAO that they’ agreed with 
the recommendations in the report Action has been taken 
or initiated to correct many of the problems discussed in 
the report. 

Appropriations 

Salary and expenses - Internal Revenue Service, Pension 
Benefit and Guaranty Corp. 



DEPARTMENTOFTHETREASURY 

OFFICE OF REVENUE SHARING 

The Revenue Sharing Act’s 1976 Amendments: Little Effect on Improving Administration and Enforcement of 
Nondiscrimination Provisions 
(GGD-81-9, 12-10-80) 

Budget Function: General Purpose Fiscal Assistance: General Revenue Sharing (0851) 
Legislative Authority: Revenue Sharing Act, 

Previously reported problems identified in the Office of 
Revenue Sharing’s (ORS) administration of the Revenue 
Sharing Act’s nondiscrimination provisions continue to exist 
despite enactment of the 1976 amendments. 
Findings/Conclusions: GAO found that: (1) case processing 
time continues to be lengthy; (2) the case backlog is steadi- 
ly increasing; (3) compliance agreements are not adequate- 
ly monitored, (4) self-initiated compliance reviews are not 
generally made because of the consistent backlog of com- 
plaints awaiting investigation; and (5) cooperative agree- 
ments with State and other Federal agencies are not being 
effectively used. However, despite the problems, the Office 
has prompted changes in recipient jurisdictions’ employ- 
ment practices and delivery of services. 
Recommendations: The Secretary of the Treasury should 
require the Director of ORS to direct the two-person moni- 
toring teams to make a stipulated number of self-initiated 
compliance reviews. The Secretary of the Treasury should 
require the Director of ORS to implement the cooperative 
agreement with the Office of Personnel Management and 
make greater use of the agreement with the Law Enforce- 
ment Assistance Administration. The Secretary of the 
Treasury should require the Director of ORS to fully imple- 
ment its plan to use two-person teams for each branch to 
monitor jurisdictions’ compliance agreements. The Secre- 
tary of the Treasury should require the Director of ORS to 
modify the compliance tracking system to enable supervi- 
sors to use the system to manage case workload and to im- 
prove the monitoring of cases after agreements have been 
reached. The Secretary of the Treasury should require the 

Director of ORS to finalize the revised agreement with the 
Department of Justice and establish cooperative agree- 
ments with other Federal agencies whose civil rights man- 
dates overlap with those of ORS. The Secretary of the 
Treasury should require the Director of ORS to actively seek 
to establish more cooperative agreements with State civil 
rights agencies, focusing on practical areas of cooperation 
such as information exchange, State assistance in monitor- 
ing compliance agreements, and mutual support for each 
other’s compliance efforts. The Secretary of the Treasury 
should require the Director of ORS to prepare single- 
document compliance agreements, to be signed by ORS 
and the jurisdiction, specifying the corrective actions agreed 
upon. 

Agency Comments/Action 

The Department has taken action to implement several of 
the GAO recommendations. Specifically, the Department: 
(1) has implemented the cooperative agreement with OPM; 
(2) is using a single-document compliance agreement; (3) 
is using the compliance tracking system to identify cases 
for action; (4) is planning greater use of the system in 
managing case workload; and (5) is using two-person 
teams to monitor compliance agreements. 

Appropriations 

General purpose fiscal assistance - Department of the 
Treasury, Office of Revenue Sharing 

44s 



DEPARTMENT OF THE TREASU(RY 

OFFICE OF THE COMPTROLLER OF THE CURRENCY 

Comptroller of the Currency Needs Authority To Dispose of Property Remaining From Failed National Banks 
(GGD-H-94, Y-2.5-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Depository Institutions Deregulation and Monetary Control Act of 1980 (P.L. 96-221). 10 U.S.C. 2575. 

GAO examined the management by the Office of the 
Comptroller of the Currency (OCC) of property remaining 
from closed receiverships of national banks which became 
insolvent prior to the assumption of responsibility by the 
Federal Deposit Insurance Corporation for liquidating failed 
national banks in 1934. The property has been in the custo- 
dy of OCC for many years. During the past 20 years, no one 
has filed claims for the property, and the agency has not at- 
tempted to locate the owners. 
Findings/Conclusions: Without an appraisal by experts, 
OCC has no official estimate of the value of this property. A- 
side from the obviously worthless items, the intrinsic value 
of much of the property probably would be overshadowed 
by its appeal to collectors for its antique or historic value. 
Also, there exists the possibility that some of these items 

might be priceless because of their condition, history, or 
uniqueness. The most recent audit of the inventory by OCC 

internal auditors disclosed major discrepancies between the 
physical inventory and the inventory control records. In view 

of the problems in safekeeping the property and the lack of 
action by either the owners to obtain or the agency to return 
the property, GAO believes that OCC should initiate actions 

to dispose of it. GAO has been unable, however, to find any 
statutory authority which authorizes the final disposition of 
the property. 
Recommendations: Congress should enact legislation to 
authorize the Comptroller of the Currency to dispose of 
property remaining from safe-deposit boxes and other safe- 
keeping arrangements of closed national banks. The 

Comptroller of the Currency should attempt to locate the 
owners of property remaining from insolvent national banks 
liquidated by the Office of the Comptroller of the Currency- 
appointed receivers. It may be appropriate to advertise for 
such owners once a week for 3 or 4 consecutive weeks in a 
newspaper of general circulation in the liquidated bank’s 
community followed by final notice in the Federal Register. 
The Comptroller of the Currency should develop adequate 
procedures for safekeeping +he property until its disposition 
is accomplished. 

Agency Comments/Action 

The Comptroller of the Currency agreed with and endorsed 

the recommendations. After the GAO report was issued, 
legislation was introduced which would authorize the 

Comptroller of the Currency to dispose of the property 
(Section 208(b) of S. 1720). On October 30, 1981, both 
GAO and the Acting Comptroller of the Currency testified 
before the Senate Committee on Banking, Housing, and Ur- 
ban Affairs in support of this legislation. 

Appropriations Committee Issues 

The Committees should monitor the progress that is made 
in disposing of the property because, under the pending 
legislation, proceeds from the sale of property would go to 
the Treasury as miscellaneous receipts. 



DEPARTMENTOFTHETREASURY 

OFFICE OF THE COMPTROLLER OF THE CURRENCY 

The Comptroller of the Currency Should Decide the Extent to Which His Action Control System Is Needed 
(GGD-81-93, 9-28-81) 

Budget Function: General Government: Other General Government (0806) 

As part of its study of changes in bank supervision since 
1976, GAO reviewed the Action Control System (ACS) of 
the National Bank Surveillance System (NBSS) under the 
supervision of the Office of the Comptroller of the Currency 
(OCC). The review consisted of an overall study of super- 
visory changes and a review of selected cases of banks re- 
quiring special supervisory attention to determine how ACS 
was used. 
FlndlngslConcluslons: In its review GAO found that ACS 
was not meeting its objective of assuring uniform, timely ac- 
tion by OCC for banks deserving supervisory attention. A 
major reason may be that OCC never made an adequate 
study of how best to solve its perceived problem, and con- 
sequently the ACS design was faulty. As a result, neither re- 
gional nor headquarters personnel fully use the system. Ac- 
cording to the Action Control Improvevent Committee, 
ACS is receiving limited use because its output is not in a 
format usable to readers. Additionally, officials at other reg- 
ulatory agencies question the need for a computerized sys- 
tem to monitor their banks which are of supervisory con- 

cern since each bank is already closely monitored. GAO be- 
lieves that a primary cause of the problems of ACS was the 
lack of an adequate cost/benefit or other system justifica- 
tion study before ACS was developed. Moreover, since 
some OCC regions and other banking agencies question 
the need of a computerized system to insure adequate fol- 
lowup, the system may not be the right system to fulfill the 
nee’d of a standardized monitoring system. 
Recommendations: The Comptroller of the Currency 
should expand the study of the Action Control System to 
assess the system’s purpose, usefulness, and role in moni- 
toring banks, as well as its cost effectiveness, and to evalu- 
ate the risks that reducing the system’s coverage would en- 
tail. 

Appropriations 

Operations - Department of the Treasury, Office of the 
Comptroller of the Currency 



DEPARTMENTOFTHETREASURY 

UNITED STATES CUSTOMS SERVICE 

Achieving Needed Organizational Change: A Customs Service Dilemma 
(FPCD-78-29, 3-30-78) 

Budget Function: General Government: Central Fiscal Operations (0803) 
Leglslative Authority: 1 Stat. 29. 

The United States Customs Service is organized on four lev- 
els, or tiers (headquarters, 9 regions, 45 districts, and 303 
ports). The four-tier structure stems from the Stover report, 
the result of a Department of the Treasury management 
study, which gave the impetus for the 1965-66 reorganiza- 
tion. 
Findings/Conclusions: While the four-tier structure has con- 
tributed to management efficiency, the Stover report and 
later studies recommended a reduction in the number of 
regions and districts. Customs has been unwilling to make 
the reductions because of external opposition to consolida- 
tion. Fewer regions and districts would allow Customs to 
reduce overhead and reassign personnel to day-to-day 
operations. This could be achieved without eliminating a 
Customs presence at affected communities, and it would 
improve services. 
Recommendations: The Secretary of the Treasury should 
direct the Commissioner of Customs to: reduce the number 

of regions and districts in keeping with workload require- 
ments and sound organizational principles, clarify the 
responsibilities of organizational levels and units, realign 
responsibilities for functions among and within organiza- 
tional levels, and establish definitive criteria for reviewing 
port status and use these criteria to identify unneeded ports. 

Appropriations 

Operation and maintenance - Department of the Treasury 

Appropriations Committee Issues 

The Customs Service can improve its efficiency and reduce 
overhead by reducing the number of its regional and district 
offices. 



DEPARTMENTOFTHETREASURY 

UNITED STATES CUSTOMS SERVICE 

Customs’ Efforts To Develop a System for Assigning inspectors Need Top Management Support 
(GGD-78-48, 5-2-78) 

Budget Function: General Government: Executive Direction and Management (0802); General Government: Central Per- 
sonnel Management (0805) 
Legislative Authority: National Productivity and Quality of Working Life Act (P.L. 94-136). 

The method the U.S. Customs Service uses to allocate in- 
spectors to ports-of-enw has created staffing inconsisten- 
cies and the potential for their inefficient use. Although Cus- 
toms has been aware of these shortcomings for many 
years, only recently have efforts been made to correct the 
problem. In August 1976, Customs established the Produc- 
tivity Task Force to develop an approach to productivity 
management. 
Findings/Conclusions: Despite the magnitude of its respon- 
sibilities, Customs does not have a system which provides 
detailed information on its inspection efforts and which re- 
lates such efforts to accomplishments, considering such 
factors as volume, processing complexity, enforcement 
risks, and facility restrictions. In addition, Customs terminol- 
ogy has not been standardized, thereby hindering the 
conversion of workload data to staffing requirements. A re- 
view of Customs operations at several locations showed no 
apparent correlation between the number of inspectors as- 
signed to a port-of-entry and the workload in terms of activi- 
ty levels, work complexity, or enforcement risks. Efforts to 
correct these problems through the Productivity Manage- 
ment and Improvement Program appear to be weakening, 
and top management support is needed if Customs is to 
make a more rational allocation of inspectors. 
Recommendations: The Secretary of the Treasury should 

direct the Commissioner of Customs to provide the Produc- 
tivity Task Force the necessary leadership and the authority, 
guidance, and personnel to accomplish its objectives; mon- 
itor the progress of the Productivity Management and Im- 
provement Program; and develop standardized Customs 
terminology for current and proposed information systems. 

Agency Comments/Action 

Treasury agrees in part with the GAO recommendations. 
Customs believes that although the GAO report recom- 
mendations and comments are well intended, there would 
be considerable difference in the report’s conclusions to- 
day. Customs said it is now concentrating its efforts to 
develop a system for assigning inspectors. 

Appropriations 

Salaries and expenses - Department of the Treasury, U.S. 
Customs Service 

Appropriations Committee Issues 

There is a need for a better system of assigning inspectors 
to achieve more effective and efficient use of inspection 
staff. 
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DEPARTMENT OF THE TREASURY 

UNITED STATES CUSTOMS SERVICE 

Ship Manifest Laws Need To Be Administered in a More Consistent, Less Burdensome Manner 
(GGD-80-22, 4-10-80) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (0751) 
Legislative Authority: Custom Duties Act. Customs Procedural Reform and Simplification Act of 1978. Tariff Act of 1930. 
P.L. 94-410. 19 U.S.C. 1431. 19 U.S.C. 1453. 19 U.S.C. 1584. 19 U.S.C. 1618. 

GAO was asked to analyze the Customs Service’s use of a 
ship’s cargo manifest and the administration of penalties for 
discrepancies in the manifest. The cargo manifest, which 
lists the quantity, description, and destination of all cargo on 
board ships entering the United States, has been and con- 
tinues to be a useful document for controlling imports. The 
merchandise quantity and description as shown on the 
manifest is compared to that shown on importers’ mer- 
chandise entry documents. Since the manifest is prepared 
by the carrier and entry documents are prepared by the im- 
porter, the comparison provides some control that the 
quantity and type of merchandise entered by the importer is 
correct. Further, Customs encourages cargo manifest ac- 
curacy through a system of penalties. 
Findings/Conclusions: Presently, Customs has difficulty 
determining whether penalties for manifest discrepancies 
should be levied. The law provides that carriers will not in- 
cur penalties if Customs believes that the manifest is in- 
correct by reason of clerical error or other mistake. Clerical 
errors are defined as nonnegligent, inadvertent, or typo- 
graphical mistakes in the preparation, assembly, or submis- 
sion of the manifest. However, it is difficult to determine pre- 
cisely what types of errors constitute negligence. Moreover, 
the penalties for manifest discrepancies are generally miti- 
gated, and mitigation creates an unnecessary administrative 
burden. Therefore, Customs needs a new system of levying 
penalties to improve the administration of penalties. The 
system should set an initial penalty that would not generally 
have to be mitigated, would be able to be administered uni- 
formly, and would automatically determine the amount of 
the penalty based on the number of discrepancies in the 
manifest. To do that, Customs will have to stop determining 
whether negligence was involved for each discrepancy. 
Moreover, carriers are in a position to identify manifest 
discrepancies and thus aid Customs in the levying of penal- 
ties. Therefore, carriers need to be provided with a greater 
incentive to report manifest errors. 
Recommendations: The Secretary of the Treasury should 

establish a system whereby: (1) the parties responsible for 
manifest discrepancies are not penalized if the discrepan- 
cies are reported within certain timeframes; (2) Customs 
does not notify carriers of the manifest discrepancies it dis- 
covers until the carriers’ reporting timeframes have lapsed; 
and (3) a penalty scale is established for carrier manifest 
discrepancies based on the number of discrepancies per 
manifest. Additionally, the unloading permit penalty should 
not be used to penalize carriers who have inaccurate mani- 
fests. Congress should amend the Tariff Act of 1930 to 
provide the Secretary of the Treasury with the authority to 
establish manifest penalties based on the number of 
discrepancies in the manifest. 

Agency Comments/Action 

The Department of the Treasury agrees that there is a lack 
of consistency in the assessment and mitigation of manifest 
penalties. However, it does not agree with the recommend- 
ed system for correcting these problems. Treasury pro- 
poses to remedy the problems by tuning the present sys- 
tem. That may help, but GAO believes it will not be sufh- 
cient. 

Appropriations 

Operation and maintenance - Department of the Treasury 

Appropriations Committee Issues 

Customs needs to administer manifest-related penalties in 
a more consistent, less burdensome manner. The Commit- 
tees should require the Customs Service to demonstrate a 
new approach for administering manifest penalties, which 
would provide incentives to carriers to submit accurate 
manifests and report discrepancies. To provide the Secre- 
tary of the Treasury with the authority to establish manifest 
penalties based on the number of discrepancies in the 
manifest, Congress should amend the Tariff Act of 1930. 
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UNITED STATES SECRET SERVICE 

Secret Service Has More Computer Capmity Than It Needs 
(GGD-8143, 3-17-81) - - - 

Budget Function: Automatic Data Processing (1001) 

The Secret Service relies heaviIy on data processing to carry 
out its protective and law enforcement functions. GAO re- 
viewed the use of computers by the Service to evaluate how 
effectively these resources are managed and how well they 
contribute towards the accomplishment of its mission. 

Findings/Conclusions: The Secret Service has computer re- 
sources in excess of its requirements. Because the Service 
did not define its data processing needs beforehand, it has 
acquired two separate and identical computers when one 
would have been sufficient for its workload. The Service has 
no basis for determining that it needs two computers or if it 
is realizing any advantages from having two. GAO believes 
that one of the Service’s two computers has enough proc- 
essing power and memory capacity to handle its current 
demands as well as any planned increases. However, before 
the specific excess equipment can be identified, the Service 
will need to measure precisely what its computer needs are 
and assure itself that these needs are being met in the most 
efficient and effective manner. 

Recommendations: The Director of the U.S. Secret Service 
should take immediate steps to define its data processing 
requirements and ensure that its computer resources are 
commensurate with its needs. Specifically, the Service 
should perform a cost-benefit analysis of its data process- 
ing requirements and determine the equipment necessary 
to support these needs. At a minimum, this analysis should 
establish criteria to define and quantify the computer 
response time, security, and backup requirements for the 
Service to carry out its mission; explain the justification of 
these requirements; and demonstrate how the equipment 

necessary to meet these needs was decided on. The Service 
should also obtain and install the necessary performance 
monitoring tools to measure computer utilization and use 
this information as a basis to ensure that data processing 
resources are being used as efficiently as possible. 

Agency Comments/Action 

By memorandum dated May 10, 1981, the Secret Service 
informed GAO that it had installed additional performance 
monitoring tools as GAO recommended but had deter- 
mined that the Service’s data processing operation was be- 
ing conducted as effectively and efficiently as possible. The 
Department of the Treasury subsequently informed GAO 
that it would assess the Service’s equipment needs itself 
when staff was available and would take appropriate action 
based on the results. 

Administrative operations (ADP) - Department of the 
Treasury, U.S. Secret Service 

On the basis of how they are currently used, the Secret 
Service does not need two computers. Both computers 
were acquired in 1980 with a 6-year lease/purchase agree- 
ment expected to have a total cost of $3.5 million. A signifi- 
cant amount of the costs not already incurred, perhaps as 
much as half, could be avoided by retuning unnecessary 
equipment to the vendor. 
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DEPARTMENTOFTRANSPORTATION 
flow To Improve the Federal Aviation Administration’s Ability To Deal With Safety Hazards 
(CED-80-66, 2-29-80) 

Budget Function: Transportation: Air Transportation (0402) 
Legislative Authority: Airline Deregulation Act of 1978 (P.L. 95-504). Airport and Airway Development Act of 1970. Airport 
and Airway Development Act Amendments of 1976. Federal Aviation Act of 1958 (49 USC. 1421). Executive Order 
12044. 49 Fed. Reg. 65550. DOT Order 5800.2. FAA Order 1000.1. FAA Order 1000.27. FAA Order 1300. FAA Order 
1800.13A. NPRM 77-l. NPRM 78-3. 

The Federal Aviation Administration (FAA) is responsible by 
law for ensuring the safe and efficient use of the Nation’s 
airspace and fostering civil aeronautics and air commerce. 
FAA attaches great importance to its safety-related pro- 
grams. Aviation, compared with other transportation 
modes, has a good safety record. 
Findings/Conclusions: However, FM has not been effective 
or timely in developing systems to identify safety hazards 
because it has not: (1) recognized their importance; (2) em- 
phasized information gathering and analysis, nor (3) under- 
taken long-term planning for comprehensive identification 
systems. Organizational problems along with the lack of a 
comprehensive planning process for addressing aviation 
safety issues have also hampered the effectiveness of FAA. 
Without this process, management lacks a reference frame 
for planning, approving, implementing, and evaluating 
specific safety projects. Also, once FAA has identified its 
overall safety priorities, it must have a procedure to insure 
that safety project plans are prepared, reviewed, and ap- 
proved. To date, such a procedure has either been incom- 
plete or nonexistent Additionally, FAA management needs 
a system of controls to govern the implementation phase of 
safety projects. The difficulties that FAA has had regarding 
priorities, requirements, cost-benefit analyses, interim 
corrective actions, internal coordination, staffing-workload 
analyses, and accountability need to be addressed through 
logical and systematic planning. Also, specifications and ef- 
forts have not been documented in project files, safety proj- 
ects have not always been adequately monitored, and no 
agencywide requirement for recording actual time charged 
on safety project work existed. Further, evaluation and ap- 
praisal functions have not received much priority and have 
diminished in use at FAA. 
Recommendations: The Secretary of Transportation should 
direct the FAA Administrator to: (1) prepare a long-range 
plan to improve the identification of safety hazard problems, 
the integration of various syste.ms to solve them, and mile- 
stones for arriving at solutions; (2) monitor the progress of 
the safety information effort at the highest management lev- 
els within FAA and periodically report progress to the Secre- 
tary of Transportation; (3) adhere to milestones for plan im- 
plementation; (4) explore all means for obtaining a com- 
mon FAA/National Transportation Safety Board approach 
to accident information; (5) achieve better coordination of 
human factors research by establishing an agencywide hu- 
man factors spokesman and preparing a statement of posi- 
tion on human factors, an FAA human factors definition, an 
agency long-range plan, and a summary of dollars spent or 
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needed on human factors research; (6) establish a planning 
process which defines organizational goals, objectives, poli- 
cies, and priorities to guide the overall safety mission and 
provides a reference frame for planning and approving 
specific safety efforts, implementing individual safety proj- 
ect plans, and evaluating safety projects; (7) establish a top 
management group to identify overall safety priorities; (8) 
develop formal safety project plans showing how the total 
agencywide solution is to be accomplished; (9) require that 
formal plans for individual safety projects be reviewed and 
approved at the Associate Administrator level; (10) develop 
a system of controls to guide and monitor safety project 
work both before and during the rulemaking process; (11) 
develop a mandatory, written progress report system; (12) 
implement a system of recording in project folders staff 
time charged to safety projects; (13) see that each safety 
project is monitored continually; (14) prepare an annual re- 
port on the safety evaluation activities, both as planned and 
achieved by the Office of Aviation Safety; (15) assign ap- 
praisal responsibilities and the requisite manpower re- 
sources to the Program Review Staff to conduct independ- 
ent and objective agencywide evaluations of major issues of 
concern, or assign this responsibility to a new organizational 
component reporting to the FAA Administrator; (16) estab- 
lish permanent procedures to ensure that adequate feed- 
back about compliance is obtained on nonregulatory safety 
actions; and (17) have the management of the safety mis- 
sion of FAA periodically evaluated. 

Agency Comments/Action 

In responding to this report, the Department of Transporta- 
tion concurred with many of the GAO observations and in- 
dicated that action would be taken with respect to the five 
areas cited in the report regarding FAA-wide planning, 
priorities, and decisionmaking in all major mission areas. 

Appropriations 

Operations - Department of Transportation, Federal Avia- 
tion Administration 

Appropriations Committee Issues 

Continuing committee oversight is needed to assure that 
specific improvements to FAA procedures, processes, and 
controls, which should make FAA able to respond more 
quickly and effectively to aviation safety hazards, are imple- 
mented by FAA. 



DEPARTMENT OF TRANSPORTATION 

Actions Needed To Increase BicyclefMoped Use in the Federal Community 
(EMD-H-41, 1-19-81) 

Budget Function: Energy: Energy Conservation (0272) 
Legislative Authority: Energy Conservation Policy Act (P.L. 95-619). Tort Claims Act. Surface Transportation Assistance of 
1978 (P.L. 95-599). Land and Water Conservation Fund Act of 1965 (P.L. 88-578). 

GAO conducted a study to determine what needs to be 
done to encourage greater use of bicycles and other two- 
wheeled vehicles in the Federal community and to assess 
the proposal to reimburse those who use these vehicles for 
official travel. 
Findings/Conclusions: If Government employees and those 
visiting Federal buildings and facilities are to increase bicy- 
cle or moped usage, existing barriers must be dealt with, 
and the Government’s role must be clearly defined. Major 
governmental departments should set the example by iden- 
tifying opportunities for, and encouraging greater use of bi- 
cycles or mopeds within their departments. Fears for per- 
sonal safety, lack of facilities, unresolved legal issues, and 
attitudes bar bicycle usage. Decreasing the fear of riding in 
traffic will necessitate effective education, training, and en- 
forcement of cyclist traffic laws. The provision of bikeways, 
secure parking, showers, and lockers for cyclists would 
serve to reduce barriers. A general lack of awareness of the 
bicycle and moped as transportation modes must be over- 
come. The Department of Transportation and the Environ- 
mental Protection Agency have been the most active in en- 
couraging the use of bicycles or mopeds. Other depart- 
ments have not promoted the idea of using these vehicles, 
attempted to identify situations where they could be used, 
and disseminated information on successful bicycle and 
moped programs. Federal employees should be reim- 
bursed for official travel by bicycle or moped. The cost of 
owning and operating a bicycle falls between 3 and 5 cents 
per mile. The reimbursement rate presently proposed to 
Congress is reasonable. The cost of owning and operating a 

moped ranges from 8.2 to 16.3 cents per mile. An a-cent 
reimbursement rate for moped use by Federal employees 
seems to be reasonable until additional cost data are ob- 
tained. 
Recommendations: Congress should amend Sections 5704 
(a) and 5707 (b)(2) of Title 5 of the United States Code to 
provide for an allowance of 4 cents per mile to Federal em- 
ployees using their privately owned bicycles while on official 
business. An 8 cents per mile allowance should also be pro- 
vided for the use of privately owned mopeds. Language 
similar to that contained in H.R. 6180 could be used. The 
Secretary of Transportation should give specific attention to 
two major barriers, lack of secure parking and lack of 
shower facilities, which appear to be precluding widespread 
use of these vehicles by Federal employees. 

Agency Comments/Action 

DOT agreed that increased bicycle ridership would be 
desirable and will seek to encourage such an increase 
within the limits of budgetav and manpower constraints. 

Appropriations 

Department of Transportation, Office of the Secretary 

Appropriations Committee Issues 

Continuing Committee oversight is needed to ensure that 
the Agency accomplishes the desired goal of increased bi- 
cycle use by Federal employees. 
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The Federal Investment in Amtrak’s Assets Should Be Secured 
(PA D-81-32, 3-3-81) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: Amtrak Reorganization Act of 1979. Rail Passenger Service Act of 1970. Amtrak Improvement Act of 
1978 (P.L. 95-421; 45 U.S.C. 601 et seq.; 92 Stat 923). 

Amtrak has not become the profit-making corporation that 
was originally planned in 1970. Instead, it has become de- 
pendent on Federal funds and subject to greater Federal 
control while legally remaining a private corporation. As of 
fiscal year 1980, the Federal Government had given Amtrak 
over $3 billion for its capital acquisition and improvement 
programs. 
Findings/Conclusions: Only $2.5 billion of the Govern- 
ment’s investment in Amtrak is subject to Federal security 
arrangements. The only probable condition that would 
cause the Government to exercise its security rights would 
be under a liquidation of Amtrak’s assets. Because of the 
Government’s commitment to rail passenger service and 
Amtrak’s dependence on Federal funds, liquidation is only 
likely to occur if Congress stops funding the railroad. If liqui- 
dation did occur, however, the market for Amtrak’s equip- 
ment would not be good since the equipment is unique to 
rail passenger service. Since the Government has funded 
the majority of Amtrak’s assets, this amount should be fully 

secured so that the Government can recover as much of its 
investment as possible should liquidation occur. 
Recommendations: Congress should further amend section 
601(b) of the Rail Passenger Service Act of 1970 so that any 
future appropriations for Amtrak’s capital program can only 
be available after Amtrak and the Secretary of Transporta- 
tion have entered agreements creating a Federal claim and 
securing, in favor of the United States, all assets acquired in 
the past and the future using Federal capital funding. 

Agency Comments/Adion 

Amtrak concurred that the Government has a need and a 
right to protect its investment It believed that the mecha- 
nism employed to assure thii protection should be con- 
sistent with actions Congress may take to retire Amtrak’s 
guaranteed debt According to Amtrak, the most feasible 
way to retire the debt is by issuing nonvoting and converti- 
ble stock. If the debt is not retired or if the GAO recommen- 
dation for retirement is followed, Amtrak agrees that securi- 
ty agreements are appropriate. Amtrak prefers to enter 
them voluntarify.but would not strongly object to legislation 
requiring such agreements. 

Department of Transportation - National Railroad 
Passenger Corporation 

Appropriations 63mmittee Issues 

Congress should further amend section 601(b) of the Rail 
Passenger Service Act of 1970 (45 U.S.C. 601). This 
amendment would allow future appropriations for Amtrak’s 
capital program to be available only after Amtrak and the 
Secretary of Transportation have entered agreements that 
create a Federal claim and secure, in favor of the United 
States, all assets acquired in the past and in the future using 
Federal guarantees and capital funding. 
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DEPARTMENT OF TRANSPORTATION 

Information on U.S. Coast Guard’s Decision To Purchase M/V Cowslip Vessel 
(CED-81-128, 6-25-81) 

Budget Function: Procurement--Other Than Defense (1007) 

GAO reviewed a Coast Guard decision to purchase a buoy 
tender, as opposed to a second vessel that was available for 
purchase, to replace a Coast Guard vessel which sank. GAO 
utilized Coast Guard vessel inspection reports and pur- 
chase, renovation, and repair cost data in evaluating the re- 
lative merits of the two vessels and arriving at the purchase 
decision. 
Findings/Conclusions: GAO found no basis to conclude 
that the purchase decision was improper. However, the 
Coast Guard relied on its own assessments of the relative 
conditions of both vessels. These assessments were not 
verified by a separate Coast Guard in-house assessment or 
by commercial vessel surveyors. Furthermore, cost com- 
parisons developed by the Coast Guard and used in the 
purchase decision were based on cost estimates provided 
by the Coast Guard’s Office of Engineering and were not in- 
dependently verified. Both of the vessels in question had 
been Coast Guard vessels which the Coast Guard declared 
excess and transferred to the General Services Administra- 
tion for disposal. The Coast Guard generally does not pur- 
chase used vessels, thus did not have specified procedures 

for their inspection and purchase. Periodically, however, it 
determines the overall condition and remaining service life 
of its vessels. The Coast Guard did not complete the full 
prescribed inspections on the vessels. The inspection re- 
ports described the ship that was purchased as being in 
substantially better condition than the other ship. In addi- 
tion, the Coast Guard could provide no detailed supporting 
worksheets to show how additional costs were determined. 
The fact that the purchased ship could be activated relative- 
ly quickly was a major factor in the purchase decision. 
Recommendations: The Secretary of Transportation should 
require the Coast Guard, when it purchases used vessels, to 
complete a second, confirmatory inspection and cost esti- 
mate in its vessel assessment and cost estimating process. 
The assessments could be obtained by the Coast Guard’s 
in-house capability or by a commercial surveyor. 

Agency Comments/Action 

NO action has been taken on the recommendations as of 
September 30, 1981. 
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DEPARTMENT OF TRANSPORTATION 

Management Improvements Needed in Coast Guard Supply System 
(PLRD-81-37, 7-2-81) 

Budget Function: National Defense: Defense-Related Activities (0054) 

GAO reviewed Coast Guard efforts to establish a more vi- 
able supply system by eliminating wholesale inventories of 
items which are also stocked and managed by other Feder- 
al agencies and reducing the number of inventory control 
points (ICP). 
Findings/Conclusions: GAO found that some progress had 
been made in resolving these problems. However, GAO 
determined that: ( 1) the Coast Guard could save millions of 
dollars annually by obtaining supplies and spare parts from 
other Government agncies when needed, instead of main- 
taining inventories; (2) the Coast Guard stocks thousands of 
inactive line items at levels above Coast Guard needs, 
although many of these items are needed and are being 
procured by other Federal agencies; (3) ship inventory 
records were inaccurate, and item managers do not know 
what repair parts and components are available to them; (4) 
duplicate filings of aeronautical requisitions result in air sta- 
tions receiving supplies in excess of the amount authorized; 
(5) inventory discrepancies are not adequately corrected, 
and records do not accurately reflect available stock levels; 
and (6) improvements are needed in controls over project 
material by the inventory control point and headquarters’ 
offices. The Coast Guard needs to purge its system of other 
Government agency-managed items. Stockage of parts 
managed by these agencies contributes to unnecessary 
storage, handling, and transportation costs. The Coast 
Guard has a large amount of inactive inventory that could 
be redistributed to other Government agencies. Periodic 
physical inventories at Coast Guard control points have not 
been taken as required and, when taken, discrepancies be- 
tween onhand stocks and stock records have not been 

properly reconciled nor adequately researched to prevent 
similar occurrences. 

Recommendations: The Secretary of Transportation should 
require the Commandant of the Coast Guard to direct the 
ICP’s to adopt requisitioning procedures that would permit 
shipments directly to the users. The Secretary of Transpor- 
tation should require the Commandant of the Coast Guard 
to direct the ICP’s to (1) eliminate wholesale levels of stock 
available from other Government supply sources; and (2) 
report to the Commandant on the progress made. The 
Secretary of Transportation should direct the Commandant 
of the Coast Guard to implement Coast Guard-wide inactive 
item program similar to the Aviation ICP program. This pro- 
gram would ensure that unneeded items are purged regu- 
larly from the supply system and made available to other 
Government agencies. The Secretary of Transportation 
should direct the Commandant of the Coast Guard to mon- 
itor the ICP supply management practices to ensure that (I) 
periodic physical inventories are systematically taken to 
identify items in excess of needs and those not needed for 
other projects; (2) stock discrepancies are reconciled prop- 
erly and stock records are adjusted properly to reflect on- 
hand stocks; (3) discrepancies are researched adequately 
to determine and correct the causes; and (4) units assign 
the appropriate designators to their requisitions. 

Appropriations 

Operation and maintenance - Department of Defense 
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DEPARTMENTOFTRANSPORTATION 
Conrail Needs To Further improve Inventory Control and Management 
(CED-81-140, 9-4-81) . 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Regional Rail Reorganization Act of 1973 (45 U.S.C. 701). 

Since 1976 Congress has provided $3.3 billion in Federal 
funds to Consolidated Rail Corporation, commonly known 
as Conrail. Of this, about $1.4 billion has been spent for 
track rehabilitation. The Regional Rail Reorganization Act of 
1973 provides that GAO should keep Congress informed of 
the security of Federal funds invested in Conrail. GAO 
evaluated the physical and management controls Conrail 
has for its maintenance-of-way losses, thefts, or unauthor- 
ized use that could occur and not be detected. Mainte- 
nance-of-way inventory consists of items required to main- 
tain and rehabilitate tracks, bridges, and buildings, as well 
as items to maintain and repair maintenance-of-way work 
equipment. 
Findings/Conclusions: To help manage its inventory, Con- 
rail uses a computer-based inventory control system. The 
system is designed to provide information on where the in- 
ventory is, how much is on hand, and what is on order. 
However, GAO found that Conrail’s inventory system is not 
providing accurate and reliable information. Inventory 
records are largely inaccurate and are not maintained for 
many field locations. As a result, the only time, when Conrail 
knows what it has in inventory and where it is, is when the 
inventory is counted once each year. During the rest of the 
year, Conrail cannot rely on the information produced by its 
inventory system. Without reliable inventory information, 
Conrail managers cannot be sure that items being pur- 
chased are actually needed. Inventory records are inaccu- 
rate due to: (1) inadequate physical controls over the inven- 
tory; (2) failure or delay of Conrail field personnel to com- 
plete and process material transaction documents; (3) lack 
of a requirement to document transfer of materials between 
Conrail divisions; and (4) lack of inventory records for many 
field locations. 
Recommendations: The Chairman and Chief Executive Of- 
ficer of Conrail should: (1) establish and monitor reason- 
able inventory record accuracy standards based on the per- 
centage of gross physical inventory variance; (2) maintain 
stock status inventory records for each inventory store loca- 
tion: (3) revise procedures to provide for the investigation 
and evaluation of a representative number of gross, rather 
than net, physical inventory variances at each store; (4) 

change the organizational structure so that users and custo- 
dians of maintenance-of-way materials are not in the same 
department; (5) assess the physical security of the individu- 
al inventory stores, make improvements such as installing 
fencing and lighting if needed and where deemed economi- 
cally feasible, and limit access to authorized persons; (6) es- 
tablish a procedure for the transfer of inventory items from 
one Conrail location to another, requiring that the receiving 
store verify all items received against accompanying trans- 
fer documents and prepare a receiving report for input to 
the material, accounting, and purchasing system; (7) in- 
struct Conrail personnel to comply with existing procedures 
requiring that purchase orders be on hand at inventory 
stores when purchased materials and supplies are received; 
and (8) require that open purchase orders be monitored 
and that the need for purchase orders that are outstanding 
for a considerable period beyond the requested delivery 
dates be reevaluated. 

Agency Comments/Action 

The United States Railway Association agreed with the GAO 
findings and recommendations. Conrail agreed that im- 
provements were needed and cited its efforts to reduce the 
number of inventory control points. Conrail did not agree 
with the GAO gross variance method of inventory analysis 
and did not indicate that it would adopt the GAO recom- 
mendation to revise its organizational structure so that 
users and custodians of materials are in the same depart- 
ment. 

Appropriations 

Payments for purchase of Conrail securities - United States 
Railway Association 

Appropriations Committee Issues 

Adoption of the GAO recommendations would save money, 
but it is not clear whether Conrail will need additional Feder- 
al subsidies. Accordingly, the effect on Federal expenditures 
is not clear. 
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DEPARTMENTOFTRANSPORTATION 
DOT Should Terminate Further LORAN-C Development and Modernization and Exploit the Potential of the 
NAVSTARIGlobal Positioning System 
(MASA D-81-42, 9-18-81) 

Budget Functfon: Transportation: Water Transportation (0403) 

GAO performed a follow-up review of a previous report 
which concluded that the Department of Defense’s 
satellite-based NAVSTARKlobal Positioning System (GPS) 
could be a national asset and could replace many existing 
navigation systems at substantial savings. The report con- 
sidered these systems, including the Department of Trans- 
portation’s (DOT) LORAN-C system, to be unneeded by the 
early 1990’s and cautioned against further investment in 
LORAN-C. It also recommended that the Secretary of 
Transportation become more involved in the GPS program 
to ensure the timely availability of low-cost civil receivers. 
FindlngsKonclusions: DOT has continued to develop, ex- 
pand, and improve navigation systems which GPS could re- 
place. Further, DOT has devoted little effort to evaluating 
the GPS capability as a marine and land navigation system 
and has not initiated a program to develop and demon- 
strate the technology necessary to ensure the availability of 
low-cost receivers for marine and land users. More specifi- 
cally, GAO found that the Coast Guard: (1) plans to make a 
recommendation in 1982 to the Secretary of Transporta- 
tion which should clarify the future role of GPS versus 
LORAN-C without adequately developing the technology 
necessary to ensure the availability of low-cost GPS re- 
ceivers that are essential to effect widespread acceptance of 
GPS by the civil marine community; (2) plans to continue 
operating LORAN-C until at least the year 2000 although 
GPS is scheduled to provide coverage equivalent to 
LORAN-C as early as 1986; and (3) plans to spend at least 
$25 million to replace certain existing LORAN-C 
transmitters without adequately demonstrating either the 
need for or the cost effectiveness of the replacement. 
Recommendations: The Secretary of DOT should direct the 
Coast Guard to discontinue developing and demonstrating 
new and additional LORAN-C marine applications which 
GPS has the potential to satisfy and to focus efforts and re- 
sources on developing and demonstrating the GPS poten- 

tial as a marine navigation system, especially the low-cost 
GPS user equipment technology essential to civil accept- 
ance and use of GPS. THe Secretary of DOT should direct 
the Coast Guard to develop a tentative timetable to phase 
out LORAN-C by the early 1990’s and, if the DOT prelimi- 
nary decision in 1983 supports GPS, inform the public at 
that time of this tentative timetable so as to allow users to 
make informed decisions on replacing current LORAN-C 
receivers. The Secretary of DOT should direct the Coast 
Guard to terminate its planned replacement of certain exist- 
ing LORAN-C vacuum-tube transmitters with new solid- 
state transmitters unless the Coast Guard can validly 
demonstrate on a station-by-station basis that this upgrade 
will be cost effective by the early 1990’s. 

Agency Comments/Action 

DOT did not agree that LORAN-C could be phased out by 
the early 1990’s. It also commented that replacement of the 
vacuum-tube transmitters is necessary to provide reliable 
LORAN-C service through the late 1990’s. 

Appropriations 

LORAN-C - Department of Transportation, United States 
Coast Guard 

Appropriations Committee Issues 

The Committees should continue to closely examine future 
Coast Guard budget requests in order to prevent the un- 
necessary expenditure of funds on further LORAN-C devel- 
opment and modernization. Because GPS can potentially 
replace LORAN-C in the early 1990’s, the Committees 
should determine whether DOT is devoting sufficient re- 
sources to exploit GPS and assure wide civilian applicability 
and acceptance of GPS. 
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Aircraft Delays at Major U.S. Airports Can Be Reduced 
(CED-79-102, 9-4-79) 

Budget Function: Transportation: Air Transportation (0405) 
Legislative Authority: Airline Deregulation Act of 1978 (P.L. 95-504; 92 Stat 1705). National Environmental Policy Act of 
1969. Federal Aviation Act of 1958 (49 U.S.C. 1301). Airport and Airway Development Act of 1970 (49 U.S.C. 1701). 14 
C.F.R. 93.121. Aircraft Owners and pilots Ass’n v. Port Authority of New York, 305 F. Supp. 93 (E.D. N.Y. 1969). Aircraft 
Owners and pilots Ass’n v. Volpe (D. DC. 1969). H. R. 3745 (96th Cong.). 49 U.S.C. 1348. 

ln 1977, aircraft delays caused U.S. airlines to use an addi- 
tional 700 million gallons of fuel which is over 8 percent of 
their total consumption, detained travelers 60 million hours, 
and cost the airlines over $800 million. 
Findings/Conclusions: The delays can be reduced if runway 
capacity at major airports is used more efficiently by shifting 
air traffic thorn peak to off-peak periods or to other airports. 
Peak hour pricing. charging aircraft a premium to land and 
take off during peak periods, should reduce delays consid- 
erably. Quotas have succeeded in reducing delays by lii- 
itng the number of aircraft operations during congested 
periods, Reliever airports would relieve congestion at major 
airports by accommodating general aviation traffic now us- 
ing congested major airports. 
Recommendations: The Secretary of Transportation should 
use peak surcharges and/or quotas to implement the new 
subsection of the Federal Aviation Act of 1958. To better 
evaluate the effectiveness of the Airport Development Aid 
Program (ADAP) funding and to help set priorities, the 
Secretary should also develop a method which will enable 
reliever airport operators to determine to what extent their 
proposed improvements will help reduce congestion and 
delay at major airports. To reduce aircraft delays, it is 
recommended that Congress direct the Secretary of Trans- 
portation to decrease air traffic during congested periods at 
major U.S. airports. This could be accomplished by adding 
a new subsection to section 307 of the Federal Aviation Act 
of 1958 as follows: In the exercise of authority under sub- 
sections (a), (b), and (c) of this section, the Secretaty of 
Transportation is authorized and directed to implement 
procedures, including the imposition of reasonable 
charges, which will decrease air traffic in the airspace or in 
the vicinii of any airport at which the Secretary determines 
that such procedures are necessary to reduce congestion. 
To help in the continued operation of privately owned reliev- 
er airport& Congress should make them eligible for ADAP. 
This could be done by amending section 14(a) of title 1 of 

the Airport and Airway Development Act of 1970 to read 
“public-use” in lieu of “public” in the first sentence, and by 
amending the last sentence of section 15(a) to read: 
$18,750,000 of the amount ,made available for fiscal year 
1976, including such period, and $15,000,000 of the 
amount made available for each of the other fiscal years 
shall be distributed at the discretion of the Secretary to reli- 
ever airports including privately-owned reliever airports. 

Agency Comments/Action 

The Department of Transportation concurred with the GAO 
recommendations to Congress. The Department disagreed 
that a method should be developed to identify to what ex- 
tent proposed federally funded reliever airport improve- 
ments would help reduce congestion. The Ciil Aeronautics 
Board stressed the advantages of peak hour pricing over 
quotas. The Board supported the GAO conclusion that re- 
liever airports are important and suggested that some por- 
tion of the revenues derived from peak hour pricing could 
be used to help develop relievers. 

Appropriations 

Operations and airport development (trust fund) - Depart- 
ment of Transportation 
Federal aviation administration operations - Civil Aeronau- 
tics Board 

Appropriations Committee issues 

H.R 2643 was approved on May 18, 1981, by the House 
Committee on Public Works and Transportation. This bill 
includes a provision that airport development and planning 
funds may be used at privately-owned reliever airports. The 
Committees need to maintain oversight over Federal Avia- 
tion Administration activity in developing privately owned 
reliever airports. 
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DEPARTMENT OF TRANSPORTATION 

FEDERAL AVIATION ADMINISTRATION 

Contract Overpriced and Estuablished Pricing Regulations and Procedures Not Followed 
(MASAD-81&j, 3-5-81) 

- 

Budget Function: Procurement--Other Than Defense (1007) 

GAO reviewed a contract which was awarded to Raytheon 
Company by the Federal Aviation Administration as part of 
a nationwide review of the pricing of negotiated noncom- 
petitive contracts awarded by civil agencies. The contract 
provided for the purchase of multiple pieces of contract- 
related equipment and revisions of test procedures and 
miscellaneous documentation. The objective of the review 
was to determine whether Federal Procurement Regula- 
tions were followed in negotiating the contract price and 
whether the contract price negotiated was reasonable in re- 
lation to cost or pricing data available to the contractor at 
the time of contract negotiation. 
Findings/Conclusions: In the opinion of GAO, the contract 
was overpriced. The contract price was increased during 
negotiations by more than 9 percent to compensate 
Raytheon for a decrease in the number of pieces of equip- 
ment to be purchased. An increase of less than 4 percent 
would have been more appropriate. The additional over- 
pricing was due to the use of noncurrent prices and quotes, 
the inclusion of duplicate parts in the proposal, and ques- 

tionable judgment in the selection of a power supply ven- 
dor. 
Recommendations: The Secretary of Transportation should 
(1) emphasize to contracting officials the importance of es- 
tablished regulations in obtaining, reviewing, and using cost 
or pricing data in negotiating noncompetitive contract 
prices and documenting contract negotiations files; and (2) 
require the contracting officer to consider this information 
presented in this report along with any other pertinent infor- 
mation and determine if the Government is entitled to a 
contract price reduction. 

Agency Comments/Action 

The Department of Transportation recovered about 
$32,000 of overpricing. 

Appropriations 

Procurement - Department of Transportation, Federal Avia- 
tion Administration 



DEPARTMENTOFTRANSPORTATION 

FEDERAL AVIATION ADMINISTRATION 

Review of DOT’s Response to Recommendations in the Senate Report on FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-66, 6-l-81) 

Budget Function: Automatic Data Processing (1001) 

GAO analyzed the Department of Transportation 
(DOT)/F ederal Aviation Administration (FAA) response to 
the nine recommendations in a Senate report 
Findings/Conclusions: In its report, the Senate investiga- 
tions staff found serious management and planning defi- 
ciencies in the FAA en route air traffic control computer 
system. FAA was directed to respond to the report’s recom- 
mendations by specified milestone dates because concern 
was expressed that the deficiencies could degrade the 
operation of the en route system to unacceptable levels. 
DOT has neither fully nor adequately addressed the recom- 
mendations and milestones in the report Certain recom- 
mendations were inadequately addressed, while some were 
ignored or not responded to by the established milestones. 
Recommendations: The Senate and House Committees on 
Appropriations should direct the Administrator of FAA to 
take the recommended actions in the Committee of 
Conference report by the established milestone dates. The 
Secretary of Transportation should direct the Administrator 
of FAA to fully and completely respond to all recommenda- 

tions and milestones in the Committee of Conference re- 
port. 

Agency Comments/Action 

A letter was transmitted on July 22, 1981, by the FAA ad- 
ministrator to seven indiidual members of the House and 
Senate. The letter answers several of the Senate report’s 
recommendations and contains a schedule for responding 
to the balance of them. 

Appropriations 

Air traffic control (en route) - Department of Transportation, 
Federal Aviation Administration 

Appropriations Committee Issues 
The Committees should consider the en route computer 
control system and proposed replacement computer sys- 
tem. 



BEBWTmNT OF Tl3AHSPORTATION 

FEBPEWAL AVIATION A5MlNlSTWATIQOd 

Review of DOT’s Response to Recotnmendations in the Senate Report on FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-67, 6-I-81) 

Budget Function: Automatic Data Processing (1001) 

GAO analyzed the Department of Transportation 
(DOT)/Federal Aviation Administration (FAA) response to 
the nine recommendations in a Senate report 
Findings/Conclusions: In its report. the Senate investiga- 
tions staff found serious management and planning defi- 
ciencies in the FAA en route air traffic control computer 
system. FAA was directed to respond to the report’s recom- 
mendations by specified milestone dates because concern 
was expressed that the deficiencies could degrade the 
operation of the en route system to unacceptable levels. 
DOT has neither fully nor adequately addressed the recom- 
mendations and milestones in the report Certain recom- 
mendations were inadequately addressed, while some were 
ignored or not responded to by the established milestones. 
Recommendations: The Senate and House Committees on 
Appropriations should not accept the DOT reply as fully 
responsive to the Senate report, and they should so inform 
DOT. The FAA should immediately reformulate its 
response to the Senate and House Committees on Ap- 
propriations and comply with the Senate Committee’s 
direction. 

Agency Comments/Action 

On July 22,1981, a letter was transmitted to seven individu- 
al Members of the House and Senate. The letter answered 
several of the Senate Report’s recommendations and con- 
tains a schedule for responding to the balance of them. In 
another letter dated September 15, 1981, the FAA Adminis- 
trator provided more data on FAA actions to the Senate re- 
port. However, due to the air traffic controller job action, the 
complete FAA response will be delayed until November 
1981. 

Appropriations 
Air traffic control (En Route) - Department of Transporta- 
tion, Federal Aviation Administration 

Appropriations Committee Issues 

The Committees should consider the FAA En Route Air 
Traffic Control Computer system and the proposed Au- 
tomated En Route Air Traffic Control (AREA) replacement 
computer system. 
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DEPARTMENTOFTRANSPORTATION 

FEDERAL AVIATION ADMINISTRATION 

FAA Misses Opportunities To Discontinue or Reduce Operating Hours of Some Airport Traffic Control Towers 
(CED-81-100, 6-I-81) 

Budget Function: Transportation: Air Transportation (0402) 

The Federal Aviation Administration (FAA) has not taken ef- 
fective action to discontinue economically unjustified air- 
port traffic control towers or to reduce the operating hours 
of control towers which meet the criteria for reduced opera- 
tions. GAO reviewed these actions in the interest of identify- 
ing ways in which economies could be achieved by FM in 
providing air traffic control services to the Nation. 
Findings/Conclusions: FAA does not have uniform discon- 
tinuance criteria for the control towers it operates to control 
traffic in and around airports. FM operates 444 towers at a 
cost of over $400 million a year. In 1969 and again in 1975, 
FAA revised its criteria for use in identifying control towers 
for discontinuance. With each revision, the criteria became 
more stringent. However, FAA also established grandfather 
clauses by making the more stringent 1975 criteria, which 
included a benefit-cost analysis, applicable only to towers 
established or approved for establishment during or after 
1977. This lack of uniform criteria has resulted in the con- 
tinued operation of economically unjustified control towers. 
FAA could save an average of $287,000 annually for each 
tower the agency closed. FAA is not surveying air traffic ac- 
tivity levels at some 24-hour control towers to identify possi- 
ble reductions in hours of operation. Two regional offices 
had not conducted any surveys since 1977. When surveys 
were conducted and candidates were identified in the three 
regions reviewed, FAA seldom completed or documented 
additional required evaluations. GAO surveyed 17 control 
towers, 16 of which had traffic levels identifying them as 
candidates for reduced operating hours according to the 
FAA criteria. FAA could save salary and other costs of 
$47,000 annually at each control tower at which operating 
hours were reduced. 
Recommendations: The Secretary of Transportation should 
require the Administrator of FAA to institute procedures to 
ensure that the criteria are applied periodically and that 
discontinuance of candidate towers is actively pursued. 
The Secretary of Transportation should require the Ad- 
ministrator of FAA to survey activity levels of 24-hour con- 
trol towers to identify candidates for reduced operating 
hours. The Secretary of Transportation should require the 
Administrator of FAA to document and clearly justify the de- 
cisions made as a result of the staff studies. The Secretary 

of Transportation should require the Administrator of FAA 
to establish time limits for completing required staff studies 
to determine whether candidates can be safely and effi- 
ciently part-timed. The Secretary of Transportation should 
require the Administrator of FAA to identify control tower 
candidates for discontinuance by adopting uniform criteria 
which require (1) an economic analysis based on up-to- 
date benefits and costs and (2) consideration of 
noneconomic factors, such as topography or the frequent 
occurrence of severe weather at each airport. 

Agency Comments/Action 

The Department is in full agreement with the GAO recom- 
mendations except for establishing time limits for complet- 
ing staff studies to determine candidates for part-timing. A 
proposed change to Airway Planning Standard Number 
One (FM Order 7031.2B) will eliminate the grandfather 
clause from the tower discontinuance criteria. Benefit/cost 
values have been revised for both continuance and discon- 
tinuance criteria, and provision is being made for recurring 
update of the values. The new criteria require annual sub- 
mission to headquarters for screening data on identified 
discontinuance candidates. An FAA review has identified 
124 potential candidates for part-timing. Additional traffic 
data will be reviewed at each facility to determine whether 
criteria have been met and the recommendation that 
should be made to the Administrator. 

Appropriations 

Operations - Department of Transportation, Federal Avia- 
tion Administration 

Appropriations Committee Issues 

Reduced funding can be achieved if FAA is responsive to 
the recommendations. The Committees should be suppor- 
tive and protective of FAA efforts to achieve economy and 
efficiency of the operation of the air traffic control system 
because significant opposition is expected from the public 
and private sectors when final decisions are made to close 
specific facilities or make them part time. 
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DEPARTMENT OF TRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 

Excessive Truck Weight: An Expensive Burden We Can No Longer Support 
(CED-79-94, 7-16-79) 

Budget Function: Transportation: Ground Transportation (0404) 
Legislative Pluthority: Federal-Aid Highway Act of 1978. 

The Nation’s highways are deteriorating at an accelerated 
pace and sufficient funds are not available to cope with 
current needs or meet future requirements. Many factors 
that cause highway deterioration are not readily controll- 
able, however, excess truck weight can be controlled. While 
strictly enforcing weight laws would not eliminate deteriora- 
tion, it would substantially reduce the rate. 
Findings/Conclusions: National statistics show that at least 
22 percent of all loaded tractor-trailers exceed state weight 
limits. This percentage is even higher for other types of 
large trucks. Although the Department of Transportation 
(DOT) supported the 1975 increased Federal weight limits, 
it has no program sufficient to offset related increased costs 
to preserve the quality of the highways. While the 1975 
weight increases were made to save fuel for heavy trucks, all 
vehicles use more fuel on deteriorated roads, heavier trucks 
use more fuel, and additional highway repairs require more 
fuel. DOT has not determined whether there has been an 
overall fuel saving since the higher limits were allowed. A 
good weight enforcement program requires effective en- 
forcement techniques, stringent penalties, and adequate 
staff and funds. States need standards to evaluate their pro- 
gram to enforce weight limits that will enable them to identi- 
fy problems and reliable alternative solutions. 
Recommendations: The Secretary of DOT should include 
the following in the weight limit study: determine the net 
fuel consumption resulting from the impact of heavier truck 
weights; identify the economic effect of changes in weight 
laws, the cost and benefits, who will pay the costs, and who 
will receive the benefits; and determine the impact of any 
weight limit change on the current highway user tax struc- 
ture and what changes may be needed to assure equitable 
allocation of costs. The Secretary should direct the Federal 
Highway Administrator to: establish criteria for evaluating 
weight enforcement certifications and programs that will as- 
sure as much uniformity as practical; develop, in coordina- 
tion with each State, a long-range plan for improving en- 
forcement programs: develop a State model program to in- 
clude those State enforcement elements that constitute an 
effective legal framework to provide viable alternatives to 
apprehend violators and deter overweight operations; estab- 
lish a permanent national weight enforcement operating 
group within the Federal Highway Administration to admin- 

ister the certification requirement and act as a focal point 
for gathering and disseminating information; and develop 
criteria for using Federal funds to construct permanent 
scales to insure effective placement and operation of these 
facilities. Congress should amend highway legislation to 
make Federal weight limits also apply to noninterstate Fed- 
eral-aid highways in all States; terminate current exceptions 
in Federal law that allow higher limits on some interstate 
highways; and prohibit overweight permits and exemptions 
when loads can be reduced to meet normal State weight 
limits. The Director, Office of Management and Budget, 
should develop cooperatively with DOT policies prohibiting 
Federal agencies from shipping or receiving goods in 
trucks which exceed State weight laws. 

Agency Comments/Action 

The Federal Highway Administration has pledged to imple- 
ment most of the recommendations. They are working to 
strengthen their criteria for evaluating State weight enforce- 
ment programs and have agreed to develop a model en- 
forcement program. While not yet agreeing to establish a 
small enforcement group at headquarters, it has estab- 
lished organizational responsibility in its field offices. The 
Highway Administration also has agreed to establish criteria 
for optimally locating truck weighing scales, provide the 
Congress interim findings on truck safety, and evaluate the 
long-term economies of heavier trucks. It did not, however, 
agree to analyze State-provided data to provide States indi- 
cations of those types of vehicles most likely to exceed 
State weight limits. 

Appropriations 

Federal aid to highways - Department of Transportation, 
Federal Highway Administration 

Appropriations Committee Issues 

The Committees should examine the Highway Administra- 
tion’s request for funds to restore Federal-aid highways be- 
cause currently available State and Federal funds are not 
sufficient to slow the rate of highway deterioration. 



DEPARTMENT OF TRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 

Deteriorating Highways and Lagging Revenues: A Need To Reassess the Federal Highway Program 
’ (CED-81-42, 3-5-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Federal Aid Roads Act. Federal Aid Highway Act of 1970. Federal Aid Highway Act of 1976. Federal 
Aid Highway Act of 1978. Highway Safety Act of 1976 (P.L. 94-280). 

A review was conducted of recent trends in State and Fed- 
eral highway financing, the effects of these trends on State 
highway programs, and the actions taken or proposed to 
obtain additional financing. 
Findings/Conclusions: The condition of U.S. highways has 
been deteriorated. The interstate system has seen the most 
serious decline with its percentage of miles in poor condi- 
tion doubling from 1975 to 1978. Billions of dollars will be 
needed to preserve these roads and, unless timely action is 
taken, even more money will be needed for rconstrcution. 
Additional billions will be required to complete the interstate 
system. Increased costs and lagging State and Federal 
revenues have compounded the problem. The States have 
taken various actions to increase highway revenues, but 
there has been little action to increase Federal highway 
taxes. 
Recommendations: Congress should reassess the Federal- 
Aid Highway Program, giving consideration to priority needs 
and funding levels. Specifically, Congress should address: 
(1) giving priority to preserving existing highways with em- 
phasis on the interstate system; (2) determining whether the 
current preservation policy needs to be modified to ensure 
that necessary resurfacing, restoration, and rehabilitation 
work on Federal-aid highways is carried out; (3) eliminating 
preservation funds from sanctions; (4) assessing the goal of 
interstate completion as currently defined, possibly giving 
priority to funding essential gaps; (5) analyzing State efforts 
and capabilities to increase highway revenues and to 
preserve highways; (6) using highway revenues to fund the 
Federal-Aid Highway Program; and (7) revising the Federal 
motor fuel tax and other highway revenue sources to be 

more responsive to highway needs and the inflationary 
trends in highway costs. The Secretary of Transportation 
should submit a legislative proposal to exempt 
preservation-type projects from the sanctions. The Secre- 
tary of Transportation should modify the basis for imposing 
maintenance sanctions to include the failure to perform 
routine preventive maintenance on a continual and timely 
basis and not solely when roads become unsafe or unser- 
viceable. 

Agency Comments/Action 

Legislation has been introduced for congressional action 
which would address each of the report’s recommenda- 
tions to Congress. The agency has submitted a legislative 
proposal which would make the application of sanctions 
less disruptive to a State’s presewation-type projects but 
would not exempt those projects as recommended. Fur- 
ther, the agency has not agreed to modify the basis for im- 
posing maintenance sanctions to include the failure to do 
timely and continual preventive maintenance. 

Appropriations 

Federal highways - Department of Transportation 

Appropriations Committee Issues 

The Committees should examine the Federal Highway Ad- 
ministration’s efforts to assure that States are adequately 
maintaining their highways when considering funding to re- 
store highways. 
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DEPARTMENT OF TRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 

Better Targeting of Federal Funds Needed To Eliminate Unsafe Bridges 
(CED-81-126, S-11-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Federal Aid Highway of 1968 (P.L. 90-495; 82 Stat. 815). Federal Aid Highway Act of 1970 (P.L. 
91-605; 84 Stat. 1713). Federal Aid Highway Act of 1973 (P.L. 93-87; 90 Stat. 425). Surface Transportation Assistance Act 
of 1978 (P.L. 95-599; 92 Stat. 2689). 23 CiF.R. 650. 

In response to a congressional request, GAO reviewed the 
National Bridge Inspection Program and the Highway 
Bridge Replacement and Rehabilitation Program and found 
that almost 4 out of every 10 bridges in the United States 
are deficient, and almost one-fifth of U.S. bridges are struc- 
turally weak or unsound and must be closed, restricted to 
lighter vehicles, or immediately rehabilitated to prevent fur- 
ther deterioration or collapse. The Federal Government has 
become the major source of funds, particularly through the 
Federal bridge programs, to replace or rehabilitate deficient 
bridges, and many State and local governments depend 
heavily on these funds. Under the bridge programs, the 
Federal Government contributes up to 80 percent of re- 
placement or rehabilitation costs, and State and/or local 
governments provide the rest. 
Findings/Conclusions: At current funding levels, it will take 
years to eliminate the deficient bridges already identified. In 
view of the size of the bridge problem and the limited 
amount of funds available, it is essential that program funds 
be used for bridges most in need. However, GAO found 
that: (1) the Federal Highway Administration’s (FHWA) proj- 
ect eligibility criteria do not concentrate on bridges in the 
worst condition and most in need; (2) many worthy projects 
are funded, but bridges most in need are not always select- 
ed; and (3) funds have been apportioned to the States 
based on incomplete needs data. The major aspect of the 
National Bridge Inspection Program is that State and/or lo- 
cal governments maintain a bridge inventory and comply 
with inspection standards. GAO found that State and local 
governments have made progress since the program’s 
start, but they are not fully complying with the standards. 
For example: (1) some inspectors do not meet the 
minimum qualifications for training and experience; (2) 
some State and local governments are not inspecting their 
bridges at least every 2 years as required by the standards, 
and some local governments are not inspecting their 
bridges at all; (3) the initial inventory and inspection of 
bridges, particularly bridges off the Federal-aid highway 
system, has not been completed: and (4) structurally weak 
bridges are not always being properly closed or posted for 
lower weight limits to protect against bridge collapses. Even 
if bridges are properly posted or closed, the postings and 
closings are often ignored by the public. 
Recommendations: Congress should, in future bridge pro- 
gram authorizations, have the Secretary of Transportation 
use the latest available needs data, including off-system 
bridges and culverts eligible for the program, to annually re- 
vise the allocations to the States. Congress should consider 
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allowing the States greater flexibility to address severe off- 
system bridge problems by using more than 35 percent of 
the bridge funds for off-system bridges. Congress should 
require Federal agencies that own bridges to comply with 
the National Bridge Inspection Standards and report bridge 
data to the national bridge inventory for monitoring by 
FHWA. The Secretary of Transportation should direct the 
Adminstrator of FHWA to develop a reasonable method to 
establish width data for culverts that are eligible for bridge 
program funds, but have not been included in the needs 
data used to establish funding apportionments because the 
width is not in the national inventory. The Secretary of 
Transportation should direct the Administrator of FHWA to 
define “fair and equitable distribution throughout the State” 
and formally monitor distribution of funds within the States. 
The Secretary of Transportation should require the Ad- 
ministrator of FHWA to revise the project eligibility criteria 
for the Federal bridge program to concentrate on bridges in 
the worst condition and most in need of replacement or 
rehabilitation, but still provide some flexibility for State and 
local governments. The Secretary of Transportation should 
require the Administrator of FHWA to develop a formal 
selection process for discretionary projects to properly 
weigh factors such as sufficiency ratings, costs, and bene- 
fits. The Secretary of Transportation should direct the Ad- 
ministrator of FHWA to assess the States’ and local govern- 
ments’ compliance with the National Bridge Inspection 
Standards and develop a strategy for bringing about full 
compliance. As part of the assessment, the Administrator 
should determine (1) whether any of the requirements 
should be strengthened or lessened, (2) whether FHWA 
should encourage State Governments to assume authority 
for off-system inspections, and (3) the need to penalize or 
take other action against those governments that do not 
comply. The Secretary of Transportation should direct the 
Administrator of FHWA to increase efforts to ensure that the 
national bridge inventory is complete, accurate, and current 
and that inspection procedures and bridge ratings are con- 
sistent. At a minimum. these efforts should include (1) 
more FHWA monitoring, including a greater number of 
FHWA Bridge Division and regional office management re- 
views, (2) development of a standard for the timely process- 
ing of inspection data, and (3) more descriptive and better 
defined bridge condition rating codes to be used in all of 
the States. The Secretary of Transportation should direct 
the Administrator of FHWA to specifically consider en- 
couraging States to ( 1) give State government agencies the 
authority for posting and closing of local government 



bridges, (2) increase weight limit enforcement efforts, (3) 
increase penalties for violating weight limits and vandalizing 
posting signs, and (4) establish public information pro- 
grams to inform the public about the danger of violating 
bridge weight liiitations and removing posting signs. The 
Secretary of Transportation should direct the FHWA Ad- 
ministrator to take appropriate actions to ensure that the 
national bridge inventory data are accurate and adequate so 
that FHWA can properly monitor bridge postings and clos- 
ings. 

Agency Comments/Action 

The agency has 60 days to comment As yet, no comments 
have been received. 

Appropriations 

Bridge program - Department of Transportation, Federal 
Highway Administration 

Appropriations Committee Issues 

The Federal Highway Administration estimates that it will 
cost $41.1 billion to replace or rehabilitate the deficient 
bridges in the Nation. Currently, the program has been 
funded at about $1 billion per year. Bridges with the 
greatest need are not always being funded. The apportion- 
ment process is using incomplete data while more current 
data are available. 
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DEPARTMENT OF TRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 
NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION 

Highway Safety Grant Program Achieves Limited Success 
(@D-81 -16, 10-15-80) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Highway Safety Act of 1966 (23 U.S.C. 401 et seq.). 

In 13 years, the Department of Transportation (DOT) has 
spent nearly s 1.3 billion in Federal grant funds to help carry 
out State highway safety programs designed to reduce traff- 
ic accidents, deaths, injuries, and property damage. 
Findings/Conclusions: GAO found that the Highway Safety 
Grant Program has addressed a multitude of safety activi- 
ties that may not have been the most effective, because of 
the changing, and sometimes conflicting, directions from 
legislation, DOT, and the States. This situation is further 
complicated because few highway safety projects have yet 
been shown to have a positive or lasting effect on accident 
reductions. Conversely, many measures that are believed to 
contribute significantly to highway safety have not been im- 
plemented, or have been implemented incompletely, ineffi- 
ciently, or only temporarily by the States. 
Recommendations: Should Congress decide to retain the 
Safety grant program under DOT administration, the 
program’s effectiveness could be improved by strengthen- 
ing the DOT leadership role and administrative authority. 
This alternative, however, would limit State safety agencies’ 
ability to spend Federal funds for practically any safety- 
related projected. Congress could decide to discontinue 
the safety grant program. Since 1975-76, when the lowest 
fatality and fatality rate reductions were achieved, annual 
losses have climbed despite a dramatic increase in Federal 
funding. In the last two years, fatalities have exceeded the 
level reached before the safety grant program began. Under 
this alternative, Congress would need to amend the High- 
way Safety Act of 1966 to eliminate the safety grant pro- 
gram funded under section 402. Should Congress decide 
to retain the safety grant program in a more efficient 
manner, it could be funded directly through the State high- 
way safety agencies. Establishing a directly funded grant 
program would eliminate many of the burdensome admin- 
istrative requirements that are now part of the safety pro- 
gram. At the same time, however, Federal oversight of the 
spending of funds would be weakened. Detailed NHTSA 
and FHWA assistance would not be needed, but general 
program criteria to guide the spending of funds could be 
provided in the legislation. The Secretary of Transportation 
should work with State safety agencies to ensure that the 
criteria are followed. The Secretary of Transportation 

should establish criteria that describe how much problem 
identification and data analysis the States need to address 
their safety problems and to evaluate results. The Secretary 
of Transportation should develop a plan that outlines what 
safety evaluations will be performed to determine the effec- 
tiveness of funded activities and establish a method for 
coordinating those evaluations among State safety agen- 
cies to avoid duplicating efforts. The Secretary of Transpor- 
tation should establish a method for disseminating suc- 
cessful as well as unsuccessful project evaluation results 
among all State safety agencies and require that these 
results be considered before funding future safety projects. 

Agency Comments/Action 

DOT disagreed with some of the report’s findings and con- 
clusions but agreed with the need to make improvements in 
those areas covered by GAO recommendations. DOT be- 
lieves that it already has criteria in place for problem identifi- 
cation, but the process is undergoing review to determine 
further refinements to that criteria. Further, the National 
Highway Traffic Safety Administration is surveying all State 
program evaluations in progress and plans to issue a report 
on evaluation needs based on its”findings. The Administra- 
tion will also provide a clearinghouse for State evaluation 
results and will issue periodic reports of State evaluation re- 
search beginning in fiscal year 1981. 

Appropriations 

Surface transportation - Department of Transportation, Na- 
tional Highway Traffic Safety Administration and Federal 
Highway Administration 

Appropriations Committee Issues 

The Committees should ascertain how DOT is refining its 
problem identification criteria and how the State highway 
safety agencies are being affected by the refinements. Fur- 
ther, the Committee should determine if the National High- 
way Traffic Safety Administration has been able to identify 
successful as well as unsuccessful, safety projects by sur- 
veying States’ evaluation efforts. 
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DEPARTMENTOFTRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 
URBAN MASS TRANSPORTATION ADMINISTRATION 

Increasing Commuting by Transit and Ridesharing: Many Factors Should Be Considered 
(CED-81-13, 11-14-80) 

Budget Function: Transportation: Ground Transportation (0401) 

In the name of energy efficiency and conservation, the De- 
partment of Transportation (DOT) proposed a program to 
expand mass transit capacity and transit commuting. In ad- 
dition, DOT proposed a new funding source for ridesharing 
as part of the Department’s efforts to double the number of 
commuters who carpool and vanpool. The proposals would 
be financed by revenues from the oil windfall profits tax. 
Findings/Conclusions: DOT is advocating a combined Fed- 
eral and local IO-year capital investment in mass transit of 
about $53 billion to increase transit capacity and ridership 
by 50 percent by 1990. Transit capacity expansion can pro- 
vide benefits in terms of less congestion and pollution, em- 
ployment opportunities, and urban revitalization. However, 
GAO is concerned that the decision to support transit ex- 
pansion is being unduly influenced by the energy situation 
and the availability of windfall profits tax revenues and that 
not enough consideration has been given to potential ad- 
verse impacts of transit expansion on transit operating 
costs, deficits, and subsidies. Although the Federal Govem- 
ment has advocated greater use of ridesharing, progress 
has been slow in getting drive-alone commuters to switch 
to ridesharing. 
Recommendations: Congress should consider the full cost 
impact of a large transit capacity expansion along with the 
types and magnitude of benefits that are likely to be realized 
in deciding what level of support, if any, to provide for such 
expansion. Congress should consider separate Federal 
funding of ridesharing activities because (1) separate Fed- 
eral funding should help overcome State and local govern- 
ment reluctance to fund ridesharing activities since they 
would not be competing for Federal funds with the more 

conventional highway and transit projects that have strong 
local constituencies; (2) ridesharing is the only practical al- 
ternative to driving alone for most commuters; (3) if serious 
gasoline shortages occur, ridesharing would have to be- 
come the predominant commuting mode; and (4) doubling 
ridesharing would save at least three times as much energy 
as a fifty percent increase in transit ‘commuting. It would 
also remove about nine million automobiles daily from 
commuter traffic, avoid the exhaust emissions that nine mil- 
lion daily round trips would produce, and make use of avail- 
able space in automobiles already on the road. 

Agency Comments/Action 

Congress did not ena& the proposed legislation discussed 
in the GAO report (S. 2720 and H.R. 6417). Congressional 
action on new mass transit legislation is not expected until 
after the fiscal year 1982 budget is enacted. 

Appropriations 

Federal aid to highways - Department of Transportation, 
Federal Highway Administration 
Urban Mass Transportation Fund - Department of Trans- 
portation, Urban Mass Transportation Administration 

Appropriations Committee Issues 

The Committees should determine that the Department is 
giving adequate consideration to the related costs and 
benefits of funding transit expansion and increased 
ridesharing activities. 
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DEPARTMENT OF TRANSPORTATION 

FEDERAL HIGHWAY ADMINISTRATION 
URBAN MASS TRANSPORTATION ADMINISTRATION 

Transportation Contingency Plans for Future Gas Shortages Will Not Meet Commuter Needs 
(CED-81-79, 7-I-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Flexible and Compressed Work Schedules Act (5Jl.S.C. 1601). Emergency Energy Conservation Act 
of 1979 (42 U.S.C. -8501). 10 C.F.R. 477. 

GAO reviewed transportation contingency planning and dis- 
cussed the need for new efforts to assure that all areas of 
the country will be adequately prepared to maintain mobility 
during gasoline shortages. 
Findings/Conclusions: The transportation disruptions 
caused by the gasoline shortages experienced in the 1970’s 
illustrate the need to develop transportation contingency 
plans. GAO found that few areas have completed such 
plans, and progress in contingency plan development has 
slowed down. Regional contingency plans can help people 
identify and adopt alternative travel modes. Contingency 
strategies can include actions to: (1) inform people about 
the use of alternatives to driving alone in a private automo- 
bile; (2) increase the capacity of mass transit systems; (3) 
increase ridesharing by promotional activities; and (4) en- 
courage the adoption of alternative work hour programs 
that reduce or spread the peak hour demand for mass tran- 
sit services and that facilitate ridesharing. Factors which 
contributed to delays in regional contingency plan develop- 
ment include: (1) lack of Department of Transportation 
guidance; (2) lack of information about possible Federal 
and State actions; and (3) confusion about the relationship 
of these contingency plans with State emergency energy 
conservation plans developed by transit systems. Con- 
tingency plans in some areas will have limited impact be- 
cause of the limited capacity of transit systems to effectively 
implement necessary actions. A regional approach to con- 
tingency planning could develop the cooperation needed 
for implementation although unresolved obstacles will 
hamper the implementation of some planned actions. 
Recommendations: The Secretary of Transportation should 
provide guidance on the relationship between contingency 
plans and State emergency energy conservation plans. The 
Secretary of Transportation should develop specific criteria 
on what regional contingency plans should contain, what 
types of strategies are appropriate for each level of energy 
shortfall, and the acceptable periods of time needed to im- 
plement contingency actions. The Secretary of Transporta- 
tion should work with the Depa&nent of Energy to develop 
specific information on potential shortfalls of petroleum 
supplies and the impact of shortfalls on the availability of 
gasoline to motorists, and provide more information to lo- 
cal planners on the ranges of shortfalls for which they 
should be developing contingency actions and the Federal 
actions that could be expected for given shortages. The 
Secretary of Transportation should establish a required re- 

view process for all contingency plans developed using 
DOT funding and develop procedures to inform metropoli- 
tan planning organizations of inadequacies and assist them 
in correcting their planned strategies. 

Agency Comments/Action 

The Department of Transportation agreed that it might ap- 
propriately provide more information on potential shortfalls 
and the range of shortfalls that planners might expect and 
indicated that it will work with the Department of Energy to 
make additional information available. While the Depart- 
ment agreed with the recommendation that it provide guid- 
ance on the relationship between regional contingency 
plans and State emergency energy conservation plans, it 
believes that the Federal Government should not provide 
specific guidance as to the means to accomplish local con- 
servation objectives. The Department also indicated that it 
is completing a study which will provide guidelines to help 
local agencies improve their plans. The Department 
disagreed with the recommendations that it develop criteria 
on what the plans should contain and establish a review 
process for the plans because it believes that such actions 
would give the Federal Government too dominant a role in 
local planning for energy emergencies. The Department 
believes that such actions would be inappropriate because 
the National Energy Policy Plan places emphasis on market 
forces and local government action. 

Appropriations 

Urban transportation planning - Department of Transporta- 
tion, Urban Mass Transportation Administration 
Urban transportation planning - Department of Transporta- 
tion, Federal Highway Administration 

Appropriations Committee Issues 

The Committees may want to consider actions to overcome 
the resistance to contingency planning at the local level 
since the Department of Transportation’s efforts to en- 
courage the voluntary development of these plans have had 
only limited success. Such actions could include making 
funding specifically available for contingency planning or 
requiring an approved contingency plan as a condition for 
receiving any Federal transportation assistance. 



DEPARTMENTOFTRANSPORTATION 

NATIONAL RAILROAD PASSENGER CORPORATION (AMTRAK) 

Further Improvements Are Needed in Amtrak’s Passenger Service Contracts, But They Won’t Come Easily 
(CED-81-3.5, l-7-81) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Rail Passenger Service Act of 1970. P.L. 93-496. 

Pursuant to Federal law, the annual performance audit of 
the National Rairoad Passenger Corporation (Amtrak) was 
conducted. Amtrak’s policies for developing contracts with 
other railroads for services which Amtrak needs to operate 
passenger trains were examined. 
Findings/Conclusions: Amtrak has now taken over direct 
operation of many of its functions, but it still must obtain 
many services from other railroads. The railroads provide 
train and engine crews for all Amtrak trains, provide and 
maintain tracks, do routine inspection and servicing of 
equipment, and provide other services and facilities. Amtrak 
has not been able to obtain railroad consent on revisions of 
existing agreements in order to better encourage on-time 
performance, including arrivals at intermediate points. Many 
railroads believe that they are held accountable for delays 
that are beyond their control, and do not want to accept ad- 
ditional risks unless they are well compensated. In addition 
to its contract revision efforts, Amtrak has sought relief in a 
few instances by going to court and to the Interstate Com- 
merce Commission (ICC) to settle disputes with the rail- 
roads. 
Recommendations: The President of Amtrak should, if ac- 
tions to obtain improvements in passenger service con- 
tracts fail after reasonable time and effort, seek guidance 
from Congress. The President of Amtrak should attempt to 
improve passenger service contracts with other railroads by 

adopting a policy of including provisions in the contracts for 
changing flat rates during the contract period under speci- 
fied conditions. Such conditions would include situations 
where the rates were initially set too high and other situa- 
tions where substantial differences between incremental 
costs and flat rates are caused by factors other than railroad 
mismanagement or cost-cutting efforts. The President of 
Amtrak should try to obtain needed improvements in 
passenger service contracts with other railroads by taking 
additional cases to the Interstate Commerce Commission 
in which Amtrak is unable to obtain railroad agreement on 
incentives for meeting intermediate point schedules and 
penalties designed to encourage good performance and 
cost restraint. 

Agency Comments/Action 

Amtrak officials seem to be trying to adopt the recommen- 
dations as they renegotiate passenger service contracts, but 
it is too early to determine their effectiveness. 

Appropriations 

National Railroad Passenger Corporation (AMTRAK) Grants 
- Department of Transportation, Federal Railroad Adminis- 
tration 
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DEPARTMENTOFTRANSPORTATION 

UNITED STATES COAST GUARD 

The Coast Guard--Limited Resources Curtail Ability To Meet Responsibilities 
(CED-80-76, 4-3-80) 

Budget Function: Transportation: Water Transportation (0403) 
Legislative Authority: Outer Continental Shelf Lands Act Amendments of 1978 (P.L. 95-372; 92 Stat. 629). Port and Tanker 
Safety Act of 1978 (P.L. 95-474; 92 Stat. 1471). 

In recent years, Congress has given the Coast Guard new 
duties, such as oilspill prevention and cleanup, and enforce- 
ment of fisheries and drug laws. However, the Coast 
Guards budget has not grown to meet its needs for addi- 
tional staff and vessels. Moreover, some Coast Guard shore 
facilities are inadequate. Consequently, the Coast Guard will 
have problems effectively carrying out its responsibilities in 
the 1980’s. 
Findings/Conclusions: Budget reductions have limited the 
Coast Guard’s ability to adequately maintain its cutters and 
shore facilities, and it has been unable to expand the cutter 
fleet to meet increased duties. GAO evaluated 51 cutters 
and found that 35 were having problems relating to: 
changes in Coast Guard missions construction, obsolete 
equipment, maintenance, and habitability. Despite in- 
creased duties, Coast Guard personnel resources have 
remained fairly constant. High attrition rates have also af- 
fected mission performance. The Coast Guard estimated 
that an additional 8,200 people are needed in 1981, about 
half of which are needed to carry out activities mandated 
under recent legislation. As a result of the low retention rate, 
about 48 percent of enlisted Coast Guard personnel will 
have less than 2 years of experience in 1980. Studies and 
analysis indicate that many shore facilities have reached or 
surpassed their design life. Moreover, capital expenditures 
for rehabilitation and replacement have not increased as fa- 
cilities have been added. A GAO review of 210 shore facili- 
ties found that 94 had various types and degrees of prob- 
lems including physical deterioration, overcrowding, and 
other inadequacies due to the Coast Guards changing mis- 
sions. 
Recommendations: The Secretary of Transportation should 
require the Coast Guard Commandant to (1) establish and 
issue uniform criteria for evaluating shore facilities, and (2) 
evaluate shore facilities periodically, using uniform criteria, 
so that appropriate action can be planned. 

Agency Comments/Action 

In commenting on the report, DOT reserved judgment both 
as to the extent of resources needed to meet mission stand- 
ards and to the mission standards which DOT did not ap- 
prove. In addition, the Coast Guard, along with DOT and 
OMB, are carrying out a zero based review of personnel 
needs. The agency agreed with the need to establish serv- 
ice-wide assessment criteria for the shore plant, and using 
these criteria to evaluate shore facilities periodically. The 
Coast Guard estimates that evaluation criteria for 60 to 70 
percent of all shore facilities will be available by the end of 
calendar year 1982. According to the agency, this effort has 
been ongoing for several years and by the end of calendar 
year 1982, it is estimated that the majority of all Coast 
Guard facilities will be assessed and inventoried. However, 
the entire evaluation will not be completed until the 
1984-85 time period. 

Appropriations 

Acquisition, construction, and improvements - Department 
of Transportation, United States Coast Guard 
Operating expenses - Department of Transportation, United 
States Coast Guard 

Appropriations Committee Issues 

The Coast Guard’s statutory responsibilities have increased 
over the years without a commensurate growth in re- 
sources. Further, the Coast Guard’s budget has not grown 
to meet its needs for additional staff and vessels, and some 
shore facilities are inadequate. The Committee should 
focus attention on the Coast Guard’s ability to meet its 
responsibilities. 
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DEPARTMENTOFTRANSPORTATION 

UNITED STATES COAST GUARD 

Ineffective Management of Ship Maintenance--A Coast Guard Problem 
(LCD-81-12, 11-25-80) 

Budget Function: Transportation: Water Transportation (0406) 

Because of problems experienced with its maintenance 
support program at district offices, the Coast Guard esta- 
blished the Ships Inventory Control Point at Curtis Bay, 
Maryland, as a central logistics manager. 
Findings/Conclusions: GAO found that the Control Point is 
not yet an effective manager. In order to adequately support 
their own vessel maintenance needs, the district offices 
have reverted to individual, uneconomical support systems 
which adversely affect the total system. Some districts 
maintain intermediate inventories contrary to Coast Guard 
policy, and districts are not sharing parts. Because each dis- 
trict hoards its own inventory, the Coast Guard has more in- 
ventory of some parts than requirements warrant. Much of 
the Control Point’s inventory is not in ready-for-issue condi- 
tion because the districts lack incentives to properly repair 
parts before returning them to stock, there are no system- 
wide repair specifications, and quality assurance programs 
are lacking or inadequate. As a result, the Coast Guard in- 
curs additional repair and inspection costs before parts can 
be used and experiences some delays in getting vessels 
back in service. The Control Point lacks the management 
information it needs to improve as the central logistics 
manager. Because it has been unable to fill districts’ re- 
quests, the districts procure many items commercially 
without going through or informing the Control Point. The 
Coast Guard could reduce its maintenance costs by making 
greater use of other agencies’ maintenance facilities. 
Government regulations require that, before agencies pro- 

cure services commercially, they should first determine if 
interservice support potential exists. 
Recommendations: The Secretary of Transportation should 
direct the Coast Guard to develop a catalog of services 
available by (1) disseminating and updating information to 
all districts on vessel maintenance interservice support 
currently being used by some districts and (2) developing 
an inventory of all Government maintenance activities 
within a given radius. The Secretary of Transporation 
should direct the Coast Guard to (1) improve its vessel 
logistics support program by having the Ships Inventory 
Control Point act as a wholesaler of repair parts and set up 
procedures whereby districts pay for parts and receive 
credit for parts returned and repairs performed; (2) make a 
physical inventory and update its stock records and imple- 
ment procedures to obtain the management information it 
needs as the central logistics manager; and (3) develop sys- 
temwide repair specifications and improve its quality as- 
surance and packaging and preservation programs. 

Agency Comments/Action 

The Department of Transportation concurred with the GAO 
recommendations. Its actions are pending. 

Appropriations 

Department of Transportation, United States Coast Guard 
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DEPARTMENTOFTRANSPORTATION 

UNITED STATES COAST GUARD 

Coast Guard Personnel Records Storage Areas Need Fire Protection Systems 
(GGD-81-72, 4-22-81) 

Budget Function: General Government: General Property and Records Management (0804) 

The U.S. Coast Guard maintains over 6,000 officer and over 
30,000 enlisted personnel records in two rooms at the 
Transpoint Building in Washington, D.C. GAO reviewed the 
official personnel records of the Coast Guard to determine 
how efficiently the records were being maintained. 
Findings/Conclusions: GAO believes that the Coast Guard 
should acquire fire protection systems to protect its records. 
Although the Government leases the Transpoint Building, 
Government-occupied space is subject to the building fire 
safety standards established by the Public Buildings Service 
(PBS). According to PBS criteria, only one of the two rooms 
used to store the records requires an automatic sprinkler 
protection system. However, GAO believes that the impor- 
tance of the records and the expense of replacing them 
warrants installation of the system in both rooms. The Coast 
Guard stated that it intends to install a fire protection system 
during the upcoming renovation of the building. 
Recommendations: GAO believes that the Coast Guard 

should take action now to protect the records because the 
renovation has already been delayed once and could be 
delayed further. 

Agency Comments/Action 

The Coast Guard has delayed action on the recommenda- 
tion pending renovation of the spaces involved. 

Appropriations 

Operating expenses - General Services Administiation, Pub- 
lic Buildings Service 

Approprlatlons Committee Issues 

The Committees should assure that the Coast Guard imple- 
ments the recommendation of this report. 
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DEPARTMENT OF TRANSPORTATION 

URBAN MASS TRANSPORTATION ADlWNlSTRATlON 

Communication and Management Problems Hinder the Planning Process for Major Mass Transit Projects 
(CED-79-82, 6-5-79) 

Budget Function: Transportation: Ground Transportation (0404) 
Legislative Authority: Urban Mass Transportation Act of 1964 (49 U.S.C. 1601 et seq.). 

The Urban Mass Transportation Administration (UMTA) a- 
wards Federal grants to State and local authorities to plan 
and implement various mass transit projects. Nearly two- 
thirds of the $8.4 billion in capital grants awarded through 
fiscal year 1978 by this agency were for the construction, 
extension, or modernization of intracity rail systems. Federal 
funding authority for such investments is discretionary, so 
metropolitan areas must vie for available funds. Due to the 
potential demand for its funds and concern about its ability 
to finance these projects, UMTA since 1974 has required 
analysis of rail and nonrail alternatives when intracity rail 
projects are proposed so that a cost-effective option can be 
selected. This policy was formalized in September 1976. 
Findings/Conclusions: Even though UMTA had been re- 
quiring analysis studies of rail and nonrail alternatives to be 
made on major projects since 1974, UMTA has not 
developed guidelines to help project sponsors develop 
studies acceptable to UMTA. As a result of the lack of guid- 
ance and effective communication, project sponsors have 
conducted studies inconsistent with what UMTA wanted. 
Recommendations: The Secretary of Transportation should 
apply the September 1976 Federal policy on major urban 
mass transportation investments to all major projects un- 
less specifically exempted by the policy. The Secretary 
should make major mass transit investment decisions only 
after significant deficiencies noted in alternatives analysis 
studies have been corrected. The Secretary should also 
direct the Administrator of UMTA, in addition to developing 
alternatives analysis guidance, to improve communication 

with all project sponsors by consistently monitoring prog- 
ress of studies, providing prompt feedback to project offi- 
cials, and requiring that all agreements and requirements 
are documented. 

Agency Comments/Action 

The Department of Transportation generally agreed with 
the GAO findings and conclusions and supported the 
recommendations. UMTA has also taken a number of ac- 
tions which are directed at averting problems which are dis- 
cussed in the report UMTA is developing written technical 
guidance for the alternative analysis process. 

Appropriations 

Planning - Department of Transportation, Urban Mass 
Transportation Administration 

Appropriations Committee Issues 

The alternative analysis process, if effectively managed and 
applied to all major projects, is a useful and constructive 
tool to identify cost-effective mass transit projects. In its 
consideration of UMTA budget requests, the Committees 
should consider the alternatives analysis for the individual 
major transit projects for which UMTA is requesting budget 
authority and funding. Also, the Committees should deter- 
mine the status of the technical guidance for the alternative 
analysis process. 
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ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 

The Federal Bail Process Fosters Inequities 
(GGD-78-105, 10-l 7-78) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: Bail Reform Act of 1966. Speedy Trial Act of 1974. 18 U.S.C. 3154. 18 U.S.C. 3 146. United States v. 
Cramer, 451 F.2d 1198, 1200 (5th Cir. 1971). United States v. Leathers, 412 F.2d 169 (D.C. Cir. 1969). United States v. 
Giliin, 345 F. Supp. 1145, 1146-47 (S.D. Tex. 1972). United States v. Bigelow, 544 F.2d 904,907-08 (6th Cir. 1967). United 
States v. Wind, 527 F.2d 672,674-74 (6th Cir. 1975). Blunt v. United States, 322 A.2d 579 (D.C. App. 1974). United States 
v. Kirk, 534 F.2d 1262, 1280-81 (8th Cir. 1976). United States v. Gilbert, 425 F.2d 490, 491-92 (D.C.C. 1969). United 
States v. Bishop, 537 F.2d 1184,1186 (4th Cir. 1976). United States v. Thompson, 452 F.2d 1333, 1340-4 1 (D.C.C. 197 1). 
Allen v. United States, 386 F.2d 634, 636 (D.C.C. 1967). 

Each of the 55,000 criminal defendants who annually enter 
the Federal court system must have a bail hearing before a 
judicial officer, usually a magistrate. This hearing is impor- 
tant because the magistrate decides the bail conditions 
under which the defendant may obtain release prior to trial. 
Pretrial release (bail) practices in Federal district courts 
were reviewed to determine if the bail system is used to 
cause a high rate of appearance without unnecessarily de- 
taining defendants. 
Findings/Conclusions: Judicial officers have substantial dis- 
cretion in making bail decisions. As a result, they set widely 
varying, and in some cases overly restrictive, release condi- 
tions because they use bail for differing purposes and weigh 
the criteria of the Bail Reform Act differently. Consequently, 
some defendants are jailed, have to pay to be released, or 
are otherwise restricted while other similarly charged defen- 
dants are not so restricted. Judicial officers need more 
complete and reliable information when making bail deci- 
sions. The Federal judiciary has not established a system to 
provide judicial officers with feedback on the results of their 
bail decisions in relation to the results of other judicial offi- 
cers and to monitor and evaluate the bail process. The use- 
fulness of Pretrial Services Agencies’ (PM’s) supervision 
and social services functions has not been demonstrated; 
the Administrative Office of the Courts’ evaluation of PM’s 
will be useful but limited. 
Recommendations: The Chief Justice, in his capacity as 
Chairman of the Judicial Conference, should work with the 
Conference, the Director of the Administrative Office of the 
U.S. Courts, and the Federal Judicial Center to develop and 
implement a program to assist judicial officers in making 
sound and consistent bail decisions. He should also work 

with the Judicial Conference and the Administrative Office 
of the U.S. Courts to: develop a system to monitor and 
evaluate bail activities, provide information to judicial offi- 
cers on the results of bail decisions so they may evaluate 
their performance against that of other judicial officers, and 
receive periodic reports on the status and problems in the 
bail area to assist in developing improvements in the bail 
process. The Judicial Conference should provide the 
means for judicial officers to have more complete and ac- 
curate information on defendants when making bail deci- 
sions. 

Agency Comments/Action 

The Administrative Office commented that the inconsisten- 
cies in bail recommendations and types of supervision not- 
ed in the report are inherent and intended in the PSA experi- 
mental project. It also stated that its research methodology 
for the PSA evaluation does not assume that any significant 
changes in bail variables result from the PSA operation. 
Their study has built-in controls to account for changes due 
to other factors. 

Appropriations 

Administrative Office of the United States Courts 

Appropriations Committee issues 

Before providing resources on a large scale, Congress 
should assess whether the pretrial service agencies have 
improved the bail process. 
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ADMINISTRATIVEOFFICEOFTHEUNITEDSTATESCOURTS 

FEDERAL JUDICIAL CENTER 

Better Management Needed in Automating the Federal Judiciary 
(GGD-81-19, 4-2-81) 

Budget Function: Admiiistration of Justice: Federal Litigative and Judicial Activities (0752) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). Speedy Trial Act of 1974 (P.L. 93-619). B- 
193861 (1979). 

The Federal Judicial Center is developing and implement- 
ing computer-based systems, collectively known as Cour- 
tran, to automate various activities of Federal courts. GAO 
reviewed some of the Center’s systems development and 
transfer practices, the need for increased Center-Adminis- 
trative Office of the U.S. Courts coordination, and the plans 
to automate the Federal judiciary. 
Findings/Conclusions: The Federal Judicial Center has not 
used good software design, development, and implementa- 
tion practices and has not performed all the steps essential 
to properly develop and implement software systems. The 
Center has not always fully identified and analyzed users’ 
needs, alternatives, benefits, and costs before undertaking 
software development work Conversion to automated sys- 
tems has not been as smooth as it should have been be- 
cause conversion plans, procedures, and necessary opera- 
tions and maintenance manuals have not been prepared. 
Although systems have been tested and operated in parallel 
at great length, progress toward moving systems out of the 
developmental stage and into full operation remains negli- 
gible. The Center has taken some steps to: (1) determine 
which Courtran systems are cost beneficial; (2) identify 
which courts should use the various systems: (3) determine 
the most effective hardware and communication configura- 
tion for the systems; (4) require courts to prepare conver- 
sion plans and procedures before implementing new sys- 
tems; and (5) require clerks of the court to formally approve 
all requests to modify automated systems. Although 
Congress expected the Center and the Administrative Office 
to work together to improve and support Federal court 
operations, little coordination has occurred. As a result, The 
Federal judiciary’s automatic data processing needs are 
supported by two separate organizations, and neither the 
Center nor the Administrative OfFrce is prepared for the 
transfer of operational and maintenance responsibilities for 
Courtran systems. 
Recommendations: The Directors of the Federal Judicial 
Center and the Administrative Office of the U.S. Courts 
should work together to develop and implement a detailed 
plan to ensure the orderly transfer of automated court sys- 
tems to the Administrative Office of the U.S. Courts as en- 
visioned by Congress. The Directors of the Federal Judicial 
Center and the Administrative Office of the U.S. Courts 

should work together to establish an automatic data proc- 
essing cost accounting system to aid in decisionmaking 
and in preparing internal and external reports. The Direc- 
tors of the Federal Judicial Center and the Administrative 
Office of the U.S. Courts should work together to determine 
whether two fully equipped computer organizations are 
needed to design, develop, and implement automated sys- 
tems to support the Federal judiciary. The Directors of the 
Federal Judicial Center and the Administrative Office of the 
U.S. Courts should work together to establish a coordinated 
planning process and prepare a joint long-range plan which 
is updated at least annually. The plan should show the 
judiciary’s needs, proposed projects, costs and benefits, 
priorities, workloads, and equipment and personnel re- 
quired to support the workload. The Director of the Federal 
Judicial Center and the Director of the Administrative Office 
of the U.S. Courts should jointly inform Congress of the 
Joint Development Planning Committee’s operations and 
of the progress made toward implementing a long-range 
planning process, a cost accounting system, and coordinat- 
ed computer operations. The Director of the Federal Judi- 
cial Center in concert with the Director of the Administrative 
Office of the U.S. Courts should establish written processes 
for the orderiy development and implementation of compu- 
terized information systems in support of the U.S. Courts. 

Agency Comments/Action 

The Federal Judicial Center has identified four sobare sys- 
tems which support the daily operations of the Federal 
Courts and has planned to transfer them to the Admiistra- 
tive Office. To accomplish this, the Judicial Center and Ad- 
ministrative Office in their W 1982 budget submissions re- 
quested approval to transfer $2.1 million of budget authori- 
ty, 19 positions, and 3 computers from the Center to the 
Administrative Office to support the daily operations of 
these systems. 

Appropriations 

Salaries and expenses - Federal Judicial Center 
Salaries and expenses - Admiiistrative Office of the United 
States Courts 
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CQIWS QF ENGINEERS (CIVIL FCINCTIQNS) 

Montana’s Libby Datn Project: More Study Needed Before Adding Generators and a Deregulating Dam 
(EMD-80-25, II-20-79) 

Budget Function: Natural Resources and Environment: Water Resources (0301) 

The Army Corps of Engineers has proposed modifications 
to the Libby Dam in Montana to increase its generating ca- 
pacity. The increased capacity would not produce more 
electricity than the existing facility, but would help meet 
high-demand daytime needs. The project has been the sub- 
ject of controversy for several years. The Corps has con- 
tended that it is necessary to meet the peak power needs of 
the area. However, others have questioned whether the proj- 
ect would be economically and environmentally sound. 
Findings/Conclusions: In making the benefit-cost analysis 
of the proposed Libby Dam project, the Corps used 
methods which no longer apply in the Pacific Northwest 
Use of this methodology resulted in an overestimation of 
the benefits of the project. The Corps planned to undertake 
a new analysis using more precise data and production cost 
model concepts. State officials and others felt that river fluc- 
tuation limits should be reduced for safety reasons and to 
lessen the effects on the fish population. Such a reduction 
would impair the operating flexibility of the main dam and 
decrease the power benefits at the reregulating dam. No 
studies or other evidence have shown the need to reduce 
the fluctuation limits, and the fishery below the dam was ap- 
parently flourishing. The Corps did not fully analyze five al- 
ternatives to the proposed project. These alternatives in- 
cluded: (1) combustion turbines similar to aircraft engines 
for driving electric generators; (2) cogeneration using heat 
from industrial operations to power the generators; (3) 
power exchanges using the inter-tie that stretches from Cali- 
fornia to Washington; (4) load management which smooths 

out the peaks in electricity use by means of remote control 
switches, thermostats and circuit breakers in homes and 
businesses; and (5) peak pricing options involving in- 
creased power prices during periods of heaviest demand. 
Recommendations: The Secretary of the Army should direct 
the Chief of Engineers to recompute and to report to the 
Congress the costs and benefits for the project, using I.he 
production cost model approach, and taking care to select 
the authorized discount rate, valid power values, and all ap- 
plicable costs. 

Agency Comments/Action 

As agreed, GAO did not obtain written agency comments. 
The matters presented in the report, however, were dis- 
cussed with appropriate agency officials who agreed that 
further studies are warranted. The Corps has performed fur- 
ther studies. 

Appropriations 

Department of the Army, Corps of Engineers (Civil Func- 
tions) 

Appropriations Committee Bssues 

The Committees should look closely at appropriating mon- 
ey for the Libby Project until the entire project has been au- 
thorized by Congress. 
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CORPS OF ENGINEERS (CML FUNCTIONS) 

Corps of Engineers’ Acquisition of Fish Hatchery Proves Costly 
(CED-81-109, 9-18-81) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (0302) 
Legislative Authority: Fish and Wildlife Coordination Act (P.L. 85-624). 

GAO reviewed the Corps of Engineers’ purchase of the Cry- 
stal Springs Ranch fish hatchery in connection with the loss 
of steelhead trout due to dam construction on the lower 
Snake River. GAO reviewed the appraised value of the 
hatchery and whether the Corps should have considered 
contracting with private hatcheries to raise some of the fish. 
Findings/Conclusions: GAO believes that the method used 
by the Corps to determine the value of the fish hatchery was 
deficient and that a more realistic value would have been 
approximately $2 million less, especially when conversion 
costs are considered. For example, another trout farm sold 
in the area for about half of Crystal Springs’ selling price. 
This sale included more water, more land, a processing 
plan:, a feed mill, and other assets not included in the Cry- 
stal Springs sale. The production capability on which the 
facility’s value was based was not adequately supported. 
Thus, the Corps should not have relied on the appraisal be- 
cause it contained many technical inaccuracies. GAO also 
believes that the rate of return on the investment in the 
hatchery was understated. Because of the controversy sur- 
rounding the purchase price, the Corps should have had a 
second appraisal made and should have required that a 
technical evaluation of production capability be made as 
part of the appraisal process. Commercial hatcheries could 
raise trout at substantial savings to the Government, but the 
Corps would need authority to contract with commercial 
fish hatcheries to supply the fish in the Lower Snake River. 
The Corps also has some reservation about the commercial 
hatcheries’ ability to provide a continuous, long-term supply 
of healthy fish in a timely fashion. 
Recommendations: In future fish hatchery acquisitions 
where comparable sales are lacking, the Secretary of the 
Army should direct the Chief of the Corps of Engineers to 
require appraisers to obtain a technical evaluation to accu- 
rately determine the production capability of the facility, 
more information to support the capitalization rate and, if 
possible, accurate production records. The Secretary of the 
Army should direct the Chief of the Corps of Engineers to 
determine the cost effectiveness and capability of commer- 

cial hatcheries in the Lower Snake River area to raise steel- 
head trout comparable in quality to those raised in Federal 
and State hatcheries. As part of its determination process, 
the Corps may want to have commercial hatcheries 
demonstrate their capability to raise steelhead trout. If it is 
feasible for commercial hatcheries to supply steelhead 
trout, the Secretary of the Army should direct the Chief of 
the Corps of Engineers to promptly develop and submit to 
Congress proposed legislation which would authorize the 
Corps to contract with commercial fish hatcheries in the 
Lower Snake River area for steelhead trout. 

Agency Comments/Action 

The Department of the Army believed that the Corps had 
obtained a good appraisal based on the best data available 
and had complied with the GAO recommendation to obtain 
a technical evaluation of production capability and to ade- 
quately support the capitalization rate. The Army also 
disagreed with the GAO recommendation to explore the 
possibility of contracting with commercial hatcheries for 
steelhead trout and to obtain the necessary legislative 
changes to allow the Corps to do so. The Army cited the 
commercial hatcheries’ inexperience in raising steelhead as 
the major reason for not wanting to contract with them. The 
Department of the Interior also raised concerns about the 
capability of commercial hatcheries to raise quality steel- 
head but reserved judgment until it has completed a study 
of alternative fish sources. The appraiser said that his infor- 
mation and methodology were reasonably accurate and 
that GAO used only biased information to make its judg- 
ments. 

Appropriations 

General construction - Department of Defense 
General construction - Department of the Army, Corps of 
Engineers (Civil Functions) 
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DISTRICT OF COLUMBIA 

The District of Columbia Government Should Determine Its Work Force Needs 
(FPCD-79-21, 4-4-79) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: P.L. 91-405. 

Over half of the budget of the District of Columbia is used 
for personnel, making cost control in this area very impor- 
tant. In 1970, Congress established the Nelsen Commission 
to determine ways of promoting economy and efficiency 
while improving services within the District government. 
Among other things, it recommended that every agency 
with over 50 employees determine its staffing needs annu- 
ally, based on rational work measurement methods, and 
that the Executive Office of the Mayor control the system 
used to determine staffing levels. 
Findings/Conclusions: The District’s Office of Budget and 
Management Systems has not sought staffing plans from 
the commissions and agencies as the Nelsen Commission 
advised. GAO reviewed six District departments and found 
that five of them do not set work force requirements or 
prepare staffing plans, but base these decisions on experi- 
ence and managerial judgment; the sixth department had a 
formal staffing program but only for its own use. 
Throughout the District government, only annual increases 
in staffing over the previous year’s level need to be justified, 
and even this provision excludes positions funded by Feder- 
al grants. The District controls its work force by imposing 
arbitrary ceilings on employment without regard to actual 
needs, because planning would require a large staff. 
Although work measurement occurs in various depart- 
ments on a fragmentary basis, the District has no policy or 
office to regulate it. The importance of work measurement 
in staff planning lies in the efficiencies and savings it can 
produce, but it is irrelevant where employment levels have 
been set by court orders, union contracts, and political pres- 
sure. Without systematic measurement and planning pro- 
cedures, the District does not know how many employees it 

needs or how to allot them. Also, approaches to the prob- 
lem show too much variation among government depart- 
ments. 
Recommendations: The Mayor should direct the establish- 
ment of a work force planning system based on method 
studies and work measurements, including statements of 
goals and responsibilities for each department and agency, 
and providing for annual staff planning reports as outlined 
by the Nelsen Commission. This system should identify 
essential work to be performed by the following categories 
of personnel: full-time, permanent, positions funded under 
Federal grant and nonappropriated sources, part-time, tem- 
porary, and special employment types. The Mayor should 
also prepare a plan for implementing a work force planning 
system, including a schedule of necessary resources for its 
realization. 

Agency Comments/Action 

District officials said they support and will implement the 
basic thrust of the recommendations. 

Appropriations 

Operation and maintenance - District of Columbia 

Appropriations Committee Issues 

Agency workforce planning should identify the number of 
employees needed to effectively and efficiently accomplish 
the Government’s essential work. 



DISTRICT OF COLUMBIA 

DEPARTMENT OF HUMAN SERVICES 

Werfare Payment Reduced: An Improved Method for Detecting Erroneous Welfare Payments 
(GGD-78-107, 2-5-79) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act (P.L. 93-198). 

The Department of Health, Education, and Welfare (HEW) 
requires that all Aid to Families with Dependent Children 
(AFDC) welfare cases be reviewed every 6 months to deter- 

. . . mine continued elrgrbrlrty and correctness of payments. Ac- 
cording to the District of Columbia, limited staff allowed 
only 20 percent of its AFDC cases to be reviewed. It needed 
an effective method to identify potential error cases to per- 
mit more efficient use of manpower, to increase the 
number of error cases reviewed, and to materially reduce 
errors and incorrect payments. 
Findings/Conclusions: Working with the District of 
Columbia’s Department of Human Resources, GAO 
developed three formulas that assign computer-derived nu- 
merical scores to cases that need to be reviewed and rank 
them in order of their error potential. The methods will help 
the District make better use of staff by having them concen- 
trate their reviews on correcting cases most likely to be in 
error, remove ineligible recipients from the welfare rolls, 
correct overpayments and underpayments to eligible recipi- 
ents, and accumulate information to increase caseworker 
productivity and generally improve welfare program admin- 
istration. The District reviewed only 15 percent of its welfare 
cases from May 1977, when it started using one of the for- 
mulas, through April 1978. During that period, erroneous 
welfare payments were reduced by $3.5 million, or nearly 
double the amount that was possible using its methods. 
Other results will be reductions in Medicaid and food stamp 
benefits paid to erroneous AFDC cases. Because condi- 
tions change over time, the formula must be updated to en- 
sure its continued usefulness in identifying welfare cases 
with high potential for error. The approach used to develop 
the formulas can be used by State and local governments. 
Similar formulas would be useful to most jurisdictions and 
particularly useful to those that do not review all cases every 
6 months. Their use should produce for them benefits simi- 
lar to those of the District. Also, the use of the formulas by 

State and local governments could help HEW achieve, na- 
tionwide, reductions in incorrect welfare payments. The for- 
mulas should be used as a supplement, and not a substi- 
tute, for complying with HEW regulations requiring all cases 
to be reviewed every 6 months. 
Recommendations: The Secretary of HEW should distribute 
this report to State and local governments and emphasize 
to them that using formulas similar to the ones GAO 
developed could help in reducing incorrect welfare pay- 
ments. 

Agency Comments/Action 

The Secretary of HEW advised GAO in August 1979 that 
the GAO formulas were made available to State welfare offi- 
cials during a national conference on case workload man- 
agement held in April 1979 to discuss various methods for 
potential application within their States. GAO was advised in 
April 1980 that certain States have expressed an interest in 
error case identification methods. The House Appropria- 
tions Committee, in its report on the District of Columbia 
Appropriations Bill-1982, commented on the District’s De- 
partment of Human Services’ efforts to better manage its 
resources through a special plan to reduce the error rate in 
the AFDC program. The Committee stated that it expects a 
report on the results of the plan at next year’s hearings. 

Appropriations 

General operating expenses - District of Columbia, Depart- 
ment of Human Services 

Appropriations Committee Issues 

The District’s Department of Human Services must contin- 
ue its efforts to identify and correct erroneous welfare pay- 
ments. 



DISTRICT OF COLUMBIA 

DEPARTMENT OF HUMAN SERVICES 

Improved Collections Can Reduce Federal and District Government Food Stamp Program Costs 
(GGD-81-31. d-3-81) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act (P.L. 93-198; 87 Stat. 
774). Food Stamp Act of 1964 (7 USC. 2011 et seq.). 

GAO studied collection procedures for amounts owed to 
the District of Columbia by food stamp vendors for cash 
and food stamp shortages and by recipients who were over- 
issued stamps. 
Findings/Conclusions: The District has collected a minimal 
amount due from food stamp vendors and recipients. 
Inadequate collection efforts, lack of systems for identifying 
improper issuances and for monitoring collection efforts, 
and poor controls over recipient participation cards contrib- 
uted to the problem. As a result, District and Department of 
Agriculture costs were unnecessarily increased. The District 
was not claiming all reimbursable costs incurred in admin- 
istering the program. Amounts owed by recipients may be 
written off as uncollectible after required collection efforts 
have been exhausted. There are no criteria, however, to pro- 
vide guidance concerning maximum timeframes within 
which various processing steps should be accomplished. 
and there is no reporting system to monitor the progress of 
claims processing or highlight problem claims. The District 
has not identified and attempted to collect overissuances 
resulting from duplicate redemptions or from redemptions 
of expired, altered, and unsigned participation cards. The 
District’s participation card system does not provide control 
over the cards, results in increased costs, and does not 
safeguard the cards to prevent unauthorized use. Transac- 
tion cards which have been returned by vendors were im- 
properly filed and stored without adequate physical control 
to prevent reintroducing the cards into the system. 
Recommendations: The Mayor should require the Director 
of the Department of the Human Services (DHS) to estab- 
lish controls over unused cards in the hands of the comput- 
er operators. The Mayor should require the Director of DHS 
to remind issuers that they are liable and will not be paid 
fees for improper issuances. The Mayor should instruct the 
Director of DHS to adopt a policy to consistently offset 
shortages against transaction fees earned by the vendors, 
The Mayor should instruct the Director of DHS to investi- 
gate all shortages and institute recovery actions when Dis- 
trict employees are determined responsible. The Mayor 
should instruct the Director of DHS to establish maximum 
timeframes within which certain claims processing steps 
must be accomplished. The Mayor should instruct the 
Director of DHS to terminate the vendor’s participation in 
the program after taking steps to minimize the impact on 
food stamp recipients served by the vendor if he is unable 
to reach such agreements with a private vendor within a 
reasonable period of time. The Mayor should instruct the 
Director of DHS to establish a policy and procedures for ini- 
tiating and settling claims for food stamp shortages in- 
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curred at District agency issuing outlets. The Mayor should 
instruct the Director of DHS to include offsetting agency 
food stamp shortages against moneys due that agency by 
DHS for operating such outlets. The Mayor should instruct 
the Director of DHS to establish a procedure to submit 
claims for unpaid shortages to vendor insurance rom- 
panies where appropriate. The Mayor should require the 
Director of DHS to establish a system to record and control 
serial numbers of participation cards received, distributed, 
and used. The Mayor should instruct the Directors of DHS 
and the Department of Housing and Community Services 
(DHCD) to finalize the agreement under which DHCD is- 
sues food stamps at its locations to enable DHS to recover 
reimbursable administrative costs from the Department of 
Agriculture. The Mayor should require the Director of DHS 
to devise a system that will insure that all voided cards are 
rendered unusable, are appropriately recorded, and are 
destroyed within established timeframes. The Mayor 
should require the Director of DHS to reemphasize to is- 
suers and personnel working in the Food Stamp Program 
the importance of assuring that participation cards present- 
ed for redemption have not expired, have not been altered, 
and have been signed by eligible recipients. The Mayor 
should require the Director of DHS to establish a system to 
sample redeemed participation cards to evaluate the extent 
of compliance with program requirements concerning ex- 
pired, altered, and unsigned cards. As appropriate, redemp- 
tion of expired, altered, and unsigned cards should be con- 
sidered as unauthorized issuances for which issuers are li- 
able for the value of the stamps and any fees paid. The 
Mayor should require the Director of DHS to assure that the 
Office of Fair Hearings expedites food stamp fraud hearings 
and reports on the status of all food stamp fraud cases until 
the backlog has been eliminated. The Mayor should in- 
struct the Director of DHS to expand collection efforts for 
large outstanding amounts to include personal contacts 
with recipients who do not respond to inquiries concerning 
food stamp overissuances or do not execute or comply with 
repayment agreements. The Mayor should instruct the 
Director of DHS to require that the proposed computerized 
report on claims be modified to show the status of each 
claim, the length of time the claim was in each status, and 
whether the claim was progressing in accordance with es- 
tablished timeframes. The Mayor should require the Direc- 
tor of DHS to revise the filing system for transacted cards so 
that they are accessible by serial or case number anJ pro- 
vide secured storage to prevent their reintroduction into the 
system. The Mayor should instruct the Director of the De- 
partment of Human Services (DHS) to execute food stamp 



contracts with all vendors and obtain documentation that 
vendors have secured insurance and bonding coverage re- 
quired by their contracts. 

Agency Comments/Action 

The Director of the District’s Department of Human Serv- 
ices generally agreed with the recommendations and ad- 
vised GAO of the corrective actions taken or planned. These 
included the development and implementation of policies, 
procedures, and systems to solve the problems noted and 
the institution of a monitoring program, as appropriate, to 
assure that the newly instituted policies, procedures, and 
systems are properly implemented. 

Appropriations 

General operating expenses - District of Columbia, Depart- 
ment of Human Services 

Appropriations Committee Issues 

The District must continue its efforts to collect amounts due 
from food stamp vendors and recipients and continually 
monitor activities to ensure that over-issuances are identi- 
fied and collected and that appropriate controls are main 
tained over authorization to participate cards. 



DISTRICT OF COLUMBIA 

DEPARTMENT OF HUMAN SERVICES 

District Needs To Improve the Process for identifying Misuse of Its Medicaid Program 
(GGD-81-78, 7-13-81) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: Social Security Amendments of 1965. Social Security Amendments of 1967. 

GAO reviewed the effectiveness of the District of 
Columbia’s Department of Human Services (DHS) surveil- 
lance and utilization review procedures in identifying and 
controlling misuse and abuse of medical services. 
Findings/Conclusions: The DHS Surveillance and Utilization 
Review (SUR) program, which was designed to identify and 
safeguard against Medicaid fraud, misuse, and abuse, could 
be improved. DHS has not established and implemented ef- 
fective methods and procedures to identify and safeguard 
against recipient misuse and abuse of medical services. As 
a result, the Department could not determine the extent of 
recipient misuse or abuse. Since audits are not made of all 
providers’ records, some overpayments could exist that are 
not identified. The GAO review showed that there was a 
need for: (1) a better system to identify potential 
misuse/abuse cases for review; (2) more effective pro- 
cedures for counseling, monitoring, and controlling per- 
sons misusing or abusing medical services; (3) more e&c; 
tive controls for processing cases and an improved report- 
ing system to facilitate management reviews; and (4) im- 
proved procedures for recovering improperly billed Medi- 
caid payments. A new Medicaid Management Information 
System, expected to be operational in mid-1981, will 
correct some of the deficiencies noted in the review. Howev- 
er, to realize the full benefits of the system, other operational 
improvements should be made. 
Recommendations: The Director of the Department of Hu- 
man Services should establish and implement effective pro- 

cedures to require that (1) all recipients referred to the 
Health Education Section are counseled and (2) where ap- 
propriate, their future medical service use is monitored. Ad- 
ditionally, the Director should: (1) take action to implement 
a policy to restrict identified misusers/abusers of medical 
services; (2) prescribe reasonable standards and controls to 
assure timely processing of cases; (3) establish a system for 
effective reporting on SUR operations; and (4) require that 
complete and accurate records be maintained on all cases 
reviewed and processed by SUR. 

Agency Comments/Action 

Department of Human Services officials generally agreed 
with the recommendations. The Department is in the proc- 
ess of installing a Medicaid Management Information Sys- 
tem which, along with other planned operations, should 
help improve management of the Medicaid program. 

Appropriations 

General operating expenses - District of Columbia, Depart- 
ment of Human Services 

Appropriations Committee Issues 

The District must continue its efforts to identify and safe- 
guard against recipient misuse and abuse of medical serv- 
ices. 



DISTRICT OF COLUMBIA 

EXECUTIVE OFFICE OF THE MAYOR 

Federal Payment to the District of Columbia: Experience Since Home Rule and Analysis of Proposals for Change 
(GGD-81-67, 4-23-81) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act (P.L. 93-198; 87 Stat. 
774). Supplemental Appropriations and Rescission Act, 1980 (P.L. 96-304). 

In 1973, Congress passed the home rule legislation that set 
up the District of Columbia’s first elected government, 
which took office in 1975. This legislation increased the 
District’s Federal payment authorization so that presently a- 
bout $300 million, or 21 percent, of the District’s operating 
budget comes from a direct Federal payment. Congress is 
faced with the issues of whether to increase the $300 mil- 
lion now authorized for the Federal payment to the District 
and whether to make other changes in the way the payment 
is provided to the District government. District officials 
would like to have the Federal payment determined by 
some formula, preferably a set percentage of District reve- 
nues. GAO investigated the role of the Federal payment in 
financing the budget of the District of Columbia and 
evaluated proposals to establish the payment on a formula 
basis. 
Findings/Conclusions: Although the Federal payment has 
increased since home rule, the payment has declined in re- 
lation to the District’s total budget and in purchasing power. 
Local tax collections have increased by more than the gen- 
eral rate of inflation, and the tax burden on moderate and 
upper income households is higher than in surrounding ju- 
risdictions. However, the District’s tax base is strong and 
should continue to almost keep up with inflation without 
rate increases. GAO believes that the issues associated with 
the desirability of a Federal formula payment would be 
easier to resolve if: (1) there was an explicit effort by 
Congress, the OFfice of Management and Budget, and the 
District government to establish service goals for the 
District’s population and service groups in an inflationary 
environment; (2) the informative content and reliability of 
budget information provided by the District government to 
the City Council, the public, and Congress were improved; 
and (3) the District government made improvements in 
program and financial management. GAO also believes 
that some of the benefits associated with a formula ap- 
proach could be achieved by other changes in the way the 
Federal payment is authorized and appropriated and in the 
way the District budget is reviewed by Congress. 
Recommendations: The Mayor of the District of Columbia 
should present meaningful comparisons of past trends and 
assumptions about the future in such areas as the relation- 
ship of the budget to changes in the city’s population and 
service groups and the impact of inflation and other 

changes in the economy on revenues and expenditures. 
The Mayor of the District of Columbia should specifically 
show the relationship between each year’s appropriations, 
each year’s actual obligations, and each year’s revenue and 
cash position, The Mayor of the District of Columbia 
should comply with the Self-Government Act provision to 
present consistent information for the current budget year, 
for the three previous fiscal years and, on a projected basis 
for the following four fiscal years. All of the information 
should be readily identifiable in the city’s budget. Such in- 
formation is needed for all revenues by: major types, ap- 
propriations, and obligations for personnel and other major 
categories of expense; annual full-time equivalent employ- 
ment in positions actually filled; and grant and other data. If 
budget categories change, such as changing the definition 
of the general fund, sufficient information should be provid- 
ed to allow reasonably accurate comparisons to be made, 
as the Self-Government Act intended. 

Agency Comments/Action 

District officials acknowledged that data presentations have 
changed over the years but that the changes were made 
necessary by such things as the change from cash-based 
budgeting to accrual-based budgeting. They expressed the 
view that most of the shifts in definitions, methods of meas- 
urement, and classifications have now been made with the 
result that more consistent financial data should be availa- 
ble from the audited 1979 financial statements forward. 

Appropriations 

General operating expenses, governmental direction and 
support - District of Columbia 

Appropriations Committee issues 

The Committees need to assure that the District of Colum- 
bia government submits reliable, consistent, and complete 
budget data as required by the Self-Government Act. Any 
change in the amount of the Federal payment and the way 
the payment is made must be a political decision because 
of the intricate relationship and divergent interests of the 
Federal and District governments. 



DISTRICT OF CDLWIEHA 

MINORITY BUSINESS OPPOWTUNla71 COMMISSBON 

Some Restructuring Needed in District’s Contracting Program To Serve Minority Businesses 
(GGD-81-68, 6-24-81) 

lPudget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act (P.L 93-198; 87 Stat. 
774). Minority Contracting Act 

The Minority Contracting Program, established in March 
1977, is designed to expose qualified minority firms to in- 
creased business opportunities and to aid them in over- 
coming barriers in their attainment of professional and 
financial independence. The Minority Business Opportunity 
Commission is responsible for implementing, administer- 
ing, and monitoring the program. 
FindingslrZonclusions: The program has had some positive 
benefits for a few firms, but the majority of the recipients re- 
port to GAO little or no business development, increased 
minority employment, or expansion of the District’s tax 
base. Over half of the money from contracts that GAO re- 
viewed went to a small number of firms least in need of 
help. Other firms receiving contracts acted as middlemen 
to nonminority firms which did all the work. Amendments to 
D.C. law were meant to assure at least 50 percent participa- 
tion in the contract work by minority business. However, 
several months after enactment, the practice of minority 
firms acting as middlemen was still continuing. Agency pro- 
curing officials believe certification should cover both 
minority status and business capability, whereas the Com- 
mission intended certification to cover only minority status 
and relied upon the firm’s statement as to its business ca- 
pability. Most certified firms submitted incomplete data. The 
files generally showed neither data verification nor chain of 
Commission review responsibility. The Commission has re- 
cently set up a new certification process to overcome these 
problems. Although the program affects nearly every Dis- 
trict operating agency, neither general acceptance nor 
understanding of it had occurred at the time of the GAO re- 
view. Also, untimely regulations, lack of Commission guide- 
lines, and unclear legislative provisions have resulted in 
differences among operating officials. GAO compared 
features of the District’s program with those of other cities 
to provide workable alternatives available to the District 
Recommendations: The Mayor of the District of Columbia 
should explore attributes of other programs and consult 
with the business community, majority and minority, on 
ways to improve the District program. The Mayor of the 

District of Columbia should strengthen management and 
administration of the program by: (1) clarifying program 
goals, designing standards to reach these goals, and 
measuring progress towards their accomplishment; (2) 
checking to see if the new certification review procedures 
are working; (3) establishing criteria for what is an accept- 
able price increase for setting aside contracts for minor@ 
firms; and (4) clarifying the differences over how the pro- 
gram is supposed to operate and the roles of the Commis- 
sion, its staff, and the procurement agencies. The Inspector 
General’s Office should review procurement agency com- 
pliance with the 1980 amendments to assure that minority 
firms are actually participating in the contract work and not 
merely acting as conduits. 

Agency CommentdAction 

The Commission’s Executive Director commented on this 
report on behalf of the Mayor in May 1981. Although the Ex- 
ecutive Director had no strong objections to the GAO 
recommendations, his comments, in the GAO judgment, 
did not respond to the recommendations. The go-day 
response from the agency had not been received as of Sep- 
tember 12, 1981. 

Appropriations 

General operating expenses, economic development, and 
regulation - District of Columbia 

The District should aggressively seek out and explore new 
ideas to strengthen its Minority Contracting Program. In ad- 
dition, implementation of the GAO recommendations 
should result in the participation of firms that will contribute 
most to achieving program goals. The Committees should 
determine the action the District is taking to implement the 
GAO recommendations. 
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DISTRICT OF COLUMBIA 

OFFICE OF THE CITY ADMINISTRATOR 

GAO Observations on the District of Columbia’s Municipal Bond Program 
(GCD, 4-17-79) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act; (P.L. 93-198). 

The District of Columbia plans to establish a municipal 
bond program. The District had $1.23 billion of outstanding 
debt at the end of fiscal year 1977 and it estimates borrow- 
ings will increase to about $2.55 billion at the end of the fis- 
cal year 1985. The expected financial commitment through 
1985 will bring the city closer to its legal debt ceiling. This 
condition requires a system that prevents unnecessary bor- 
rowings and costs, and insures funding of projects that sup- 
port high priority city-wide goals. 
Findings/Conclusions: The District’s capital project plan- 
ning is conducted at each agency, and is directed toward 
meetrng agency goals, not city-wide goals. There is no list 
of city-wide priorities and no guarantee that limited funds 
available are used to finance high priority projects. Project 
justifications, scopes of work, and cost estimates have not 
been complete and accurate. Guidelines used to determine 
which items qualify for the capital budget may not be suffi- 
cient to exclude operating items from the capita1 budget. 
Recommendations: The District needs to improve its capital 
project planning system by: developing project plans that 
meet city-wide goals as well as individual agency goals; es- 
tablishing priorities to aid in selecting projects for construc- 
tion; insuring that project justifications are complete and 
based on reliable and accurate data; and revising guidelines 
for distinguishing between capital and operating items. The 
District needs to issue procedures that clearly delineate 
responsibilities for administering the bond program and to 
establish guides to aid personnel in carrying out related 
day-to-day activities. Also, the District needs to make accu- 
rate estimates of issuing water and sewer revenues to sup- 
port the soundness of issuing revenue bonds. 

Agency Comments/Action 

In k\ay 1979, the City Administrator stated that the District 
was in the process of selecting a financial advisor to work 

with the District staff and the bond counsel in: (1) formulat- 
ing comprehensive debt policies and explicit procedures; 
(2) refining the capital programming process to ensure 
compatibility with debt management; (3) analyzing existing 
capital structure, debt capacity, and financial environment; 
and (4) formulating the first stage of a comprehensive debt 
issuance program for long- and short-term general obliga- 
tion and revenue debt. The Administrator said that the Dis- 
trict had begun to develop a general plan which will reflect 
policy direction and District-wide goals and priorities. These 
priorities, which will determine the timeframe in which pro- 
jects are to be initiated, will be communicated to each 
agency. Also, capital improvement programming pro- 
cedures will be examined and, if necessary, revised to 
correct problems in completeness of project justifications, 
scopes of work, and accuracy and reliability of cost esti- 
mates. Increases in a project budget will be requested 
through a congressional budget submission. Through anti- 
cipated refinements in the capital improvement program- 
ming process, the District will insure that inclusion of equip- 
ment as capital items is consistent with the Home Rule Act. 
Finally, the Administrator said that a new computer system 
for water and sewer activities will include revenue estimating 
capabilities and will provide accurate revenue estimates. 

Appropriations 

Executive direction and support, general operating ex- 
penses - District of Columbia 

Appropriations Committee Issues 

The District should continue efforts toward developing its 
bond program and improving its capital improvement pro- 
gramming procedures, and complete these efforts before 
attempting to market its bonds. 
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DISTRICT OF COLUMBIA 

OFFICE OF THE CITY ADMINISTRATOR 

Delays in Developing and Implementing the District of Columbia Government’s Elements of a Comprehensive 
Plan for the National Capital 
(GGD-80-18, 2-12-80) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (0852) 
Legislative Authority: District of Columbia Self-Government and Governmental Reorganization Act (P.L. 93- 198). 

The comprehensive plan for the National Capital will guide 
the District of Columbia’s future development including 
land use, housing, transportation, health, social services, 
and the environment. Before Home Rule, the National Cap- 
ital Planning Commission was responsible for development 
of all or parts of such a plan. That group proposed a plan in 
1967, but as of June 30, 1974, all or parts of only 4 of 19 
plan elements had been adopted because of executive work 
sessions which overburdened Commission members and 
Commission staff working on other matters. Under Home 
Rule, the Mayor of the District of Columbia was made 
responsible for coordinating planning activities and prepar- 
ing and implementing the District’s elements of a new com- 
prehensive plan. 
Findings/Conclusions: The District has experienced delays 
in developing and implementing its comprehensive plan 
elements. An original completion date, set for September 
1978, was extended to late 1980 because of delays. Accord- 
ing to District officials, the revised completion date will not 
be met and a new plan completion date has not been estab- 
lished. Time-consuming steps involved in the plan’s devel- 
opment process; lack of adequate planning staff; and fail- 
ure, in the past, to give adequate priority to municipal plan- 
ning have all contributed to delays in the plan’s develop- 
ment. GAO felt that the District should establish and moni- 
tor formal completion timetables and determine definitively 
the number of elements to be included in the plan. The Dis- 
trict and the National Capital Planning Commission differ 
on the timing of the Commission’s review of plan elements. 
Because of this, the goals and policies element approved by 
the District in October 1978 had not been implemented. 
Recommendations: The Mayor of the District of Columbia 
should: (1) establish and monitor a realistic schedule for 
completing the district’s comprehensive plan elements in- 
cluding appropriate benchmarks and timeframes for each 
phase of the plan’s development; (2) work with the National 

Capital Planning Commission and the Council to reach 
agreement on the timing of the Commission’s review of 
plan elements; and (3) give top priority to implementing the 
goals and policies and land use elements. 

Agency Comments/Action 

In commenting on this report in December 1979, National 
Capital Planning Commission and District officials stated 
that agreement had been reached on the timing of the 
Commission’s review. The District’s Assistant City Adminis- 
trator said his office is contracting with a management con- 
sultant firm to assist in developing the plan and completion 
milestones. He said a composite plan, which will include 
elements such as land use and transportation, will be 
prepared during the next 2 years for submission to the 
Council in late 1981. The House Appropriations Commit- 
tee in its report on the District of Columbia Appropriations 
Bill-1982, stated that it expects the Mayor and the Office of 
Planning and Development to perform whatever work is 
necessary to complete the Comprehensive Plan by the end 
of fiscal year 1982. 

Appropriations 

General operating expenses, executive direction and sup- 
port - District of Columbia Government 

Appropriations Committee Issues 

The Committees should direct the District of Columbia 
Government to continue to develop and implement its ele- 
ments of a comprehensive plan for the National Capital. 
The lack of such a plan could hinder the District from en- 
couraging private sector development and from processing 
zoning changes. 



ENVIRONMENTALPROTECTIONAGENCY 
National Water Quality Goals Cannot Be Attained Without More Attention to Pollution From Diffused or ‘Non- 
point’ Sources 
(CEO-78-6, 12-20-77) 

Budget Function: Natural Resources, Environment, and Energy: Pollution Control and Abatement (304). 
Legislative Authority: Federal Water Pollution Control Act Amendments of 1972 (P.L. 92-500; 33 USC. 1251 et seq. 
(SUPP. w. 

Nonpoint sources of pollution involve pollutants such as 
sediment, acid mine drainage, and pesticides carried into 
streams by storm runoff. Discharges of nonpoint pollution 
can occur anywhere along a water body in contrast to 
sources where the point of discharge is from a conduit; as a 
result, nonpoint sources are more difficult to control. 
Findings/Conclusions: The best way to control nonpoint 
pollution is to prevent as much of it as possible from reach- 
ing the water through proper management of the land. 
More attention is needed to control this type of pollution be- 
cause it can render streams unfit for fishing and swimming 
according to goals set for 1983. State and local agencies 
are not using adequate data for planning solutions to this 
problem. Since total funds for water pollution control are 
limited, better data are needed to set priorities and evaluate 
alternatives. The lack of data available on nonpoint sources 
of pollution is attributable to past and current emphasis on 
controlling point sources of pollution. 
Recommendations: The Administrator of EPA should: ini- 
tiate a program to provide for the collection of adequate 
data on relationships among sources of water pollution and 
expected impacts of control techniques; assess resources 
EPA and State and local planning agencies need to collect 
adequate data; develop legislative proposals to provide 
planning agencies adequate time and funds to conduct 
proper planning; promote interest and involvement in non- 
point planning and control at high levels within other Feder- 
al agencies; develop procedures to identify budgeted and 
actual expenditures related to nonpoint planning and con- 
trol; and place responsibility for administering the program 
at a higher level within EPA. Congress should address itself 
to questions concerning the adequacy of Federal funds for 
nonpoint source pollution control and, if funds are to be 
provided, determine what criteria should be used to deter- 
mine eligibility. 

Agency Comments/Action 

The Agency in its letter to the House and Senate Commit- 
tees on Government Operations generally agreed with the 
recommendations and said corrective actions were being 
taken. Such actions include (1) funding comprehensive 
data collection and analysis of projects, (2) developing in- 
teragency agreements to facilitate communication and co- 
operation, (3) developing a strategy document to identify 
budgeted and actual expenditure related to nonpoint plan- 
ning and control, and (4) developing better estimates of re- 
sources required to collect and analyze nonpoint source 
data. While EPA has moved on all these recommendations, 
full implementation had not been completed as of August 
12, 1980. In GAO testimony before the Subcommittee on 
Oversight and Review of the House Committee on Public 
Works and Transportation, GAO suggested (1) an exten- 
sion of the water quality planning program to provide fund- 
ing for prototype nonpoint pollution projects, and (2) imple- 
mentation of the Rural Clean Water Program which deals 
with nonpoint pollution on agricultural lands. The current 
administration has not requested funds in fiscal year 1982 
for the planning program which provides funds for the non- 
point pollution program. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

It is doubtful whether program objectives can be achieved 
within projected funding levels. 
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ENVIRONMENTALPROTECTIONAGENCY . 
Secondary Treatment of Municipal Wastewater in the St. Louis Area: Minimal Impact Expected 
(CED-78-76, 5-12-78) 

Budget Function: Natural Resources, Environment, and Energy: Pollution Control and Abatement (0304) 
Legislative Authority: Federal Water Pollution Control Act Amendments of 1972 (P.L. 92-500; 33 U.S.C. 1251). Clean Wa- 
ter Act of 1977 (P.L. 95-2 17). 

The objective of the Federal Water Pollution Control Act 
Amendments of 1972 was to restore and maintain the 
chemical, physical, and biological integrity of the Nation’s 
waters. Publicly owned treatment works were required to 
provide secondary treatment by July 1, 1977, and to use the 
best practicable technology by 1983. To assist publicly 
owned treatment works in providing secondary treatment, 
the Act authorized the Environmental Protection Agency 
(EPA) to make grants of up to 75 percent of the eligible 
costs. Federal funds approximating $163 million are 
planned to be spent for construction of two municipal sec- 
ondary treatment facilities in the St. Louis, Missouri, area. 
Findings/Conclusions: No significant change in Mississippi 
River water quality is expected to result from the planned in- 
vestment of about $216 million (including s 163 million in 
Federal funds) in secondary treatment facilities in St. Louis. 
Although EPA and other officials have mentioned possible 
long-range reductions in potentially cancer-causing materi- 
als, these benefits have not been validated or quantified. 
Large increases in energy use and large accumulations of 
sludge from secondary treatment operations are expected. 
These considerations will have an impact not only on ener- 
gy and environmental issues but also on the St. Louis area 
residents who will have to bear increased operation and 
maintenance costs, According to St. Louis Sewer District 
officials, these costs will more than double. Sewer District 
officials felt that little benefit would result from upgrading 
two treatment plants from primary to secondary status. 
However, both Missouri and Illinois officials believed that 
more benefits would result if Federal funds were used for 
other projects in their States. 
Recommendations: The Congress should amend the law to 
eliminate the mandatory requirement for secondary treat- 
ment of discharges and to permit the Administrator of EPA 

to grant waivers, deferrals, or modifications on a case-by- 
case basis to this requirement. The Administrator of EPA 
should reevaluate its policy of subordinating combined 
sewer overflow and collector sewer projects to municipal 
plant projects, in view of the Clean Water Act of 1977 which 
allows States more flexibility in determining construction 
grant priorities. 

Agency Comments/Action 

EPA disagreed that secondary treatment should be waived 
in some instances where water quality improvements are 
marginal. According to EPA, secondary treatment should 
be a base level because it is a necessary, reasonable and 
appropriate standard for all municipal wastewater 
discharges to marine waters. EPA believes its water quality 
strategy and regulations already provide the States suffi- 
cient flexibility for setting construction priorities. EPA will, 
however, consider requests for deviation where it can be 
demonstrated that a combined sewer overflow project will 
result in water quality improvements greater than that which 
could be attained by providing secondary treatment for dry 
weather flows. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 
Construction grants - Environmental Protection Agency 

Appropriations Committee Issues 

Unless the law is changed, some secondary treatment 
plants will still have to be constructed even though the 
plants may only marginally improve water quality. 
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Hazardous Waste Management Programs Will Not Be Effective: Greater Efforts Are Needed 
(CED-79-14, l-23-79) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Resource Conservation and Recovery Act of 1976 (42 U.S.C. 6901). Resource Recovery Act of 1970 
(P.L 91-512). 

The United States has numerous hazardous waste sources 
scattered throughout the Nation, producing 56 million tons 
annually. These include industrial wastes, agricultural 
chemical residues, and chemical or pathological wastes 
from hospitals and laboratories. They occur as solids, 
liquids, powders, and sludges, and represent a prodigious 
disposal problem. GAO reviewed the Environmental Protec- 
tion Agency’s (EPA) hazardous waste management plans 
and programs and the necessary resources to support 
them. GAO also visited 10 State environmental protection 
organizations, contacted officials in 16 other States, and 
GAO also met with representatives of industrial associa- 
tions, trucking companies, and waste management firms. 
Findings/Conclusions: Generally, the States lack the staff 
and funds to implement hazardous waste requirements for 
heafth and environmental safeguards. Most States recog- 
nize the need to control waste, but lack the requisite con- 
trols, do not know the quantities produced in their jurisdic- 
tions, and are ignorant of the present means of disposition. 
In fact, none of the States surveyed had fully identified its 
hazardous waste generators or believed it had an adequate 
enforcement program. EPA has been unable to obtain the 
funding authorized for implementing disposal programs, so 
assistance promised to the States has not been provided. 
Many States will not accept the responsibility for fulfilling 
their obligations without Federal financial and technical as- 
sistance; in such cases, EPA is required to step in and 
operate the programs directly. Currently, there is no long- 
term funding source available for hazardous waste disposal 
at any level of government, but fee systems are a possible 
alternative. EPA regional officials lack the staff to authorize, 
review, monitor, and provide technical assistance to State 
programs. Most EPA regions cannot help States draw up re- 
gulations, orient industry and the public concerning re- 
quirements, or review disposal sites for environmental 
soundness. 

Recommendations: EPA should encourage the States to 
develop self-supporting funding, such as fee systems, for 
operating hazardous waste management programs, and 
model legislation should be developed for State legislatures 
to establish fee systems. EPA should also request that 
Congress appropriate the necessary funds for State hazard- 
ous waste programs beyond the fiscal year 1979 expiration 
date, and amend the Resource Conservation and Recovery 
Act of 1976 to include a fee system to cover costs when 
States cannot or will not meet the responsibility, and EPA is 
compelled to take responsibility for the State’s program. 

Agency Comments/Action 

Additional funding for the EPA Hazardous Waste Program 
area, though periodically considered by the agency, has not 
been fully provided by EPA or Congress. While Congress 
has also expressed an interest in the establishment of haz- 
ardous waste program fee systems, it has not done so to 
date. Although it has provided for the establishment of the 
“Super Fund’ which incorporates the fee system concept, it 
hasn’t extended this concept to provide for overall opera- 
tions costs. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

The necessary staffing and funding levels needed by EPA to 
implement the hazardous waste portions of the Resource 
Conservation and Recovery Act of 1976 should be provid- 
ed, including provisions for the establishment of a fee sys- 
tem to finance program operations. 
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ENVIRONMENTALPROTECTIONAGENCY 
Air Quality: Do We Really Know What It Is? 
(CED-79-84, 5-31-79) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Clean Air Act Clean Air Act Amendments of 1970. Clean Air Act Amendments of 1977. 

Reliable and comparable air quality data are critical to En- 
vironmental Protection Agency (EPA) regulation and en- 
forcement efforts. Through 1986, an estimated $248 billion 
will be expended for air pollution abatement programs. 
FlndlngslConclusions: Although progress has been made 
in improving air quality, EPA efforts to develop a standard- 
ized, comprehensive air monitoring system have been slow 
and often ineffective. Because of a delay in the promulga- 
tion of recent regulations, implementation of such a system 
will probably not be achieved until the mid-l 980’s. The reli- 
ability of some of the air quality data currently used to as- 
sess national progress toward standards, develop trends, 
and establish control strategies, is questionable. Of 243 
monitoring stations reviewed, 81 percent had one or more 
problems, such as incorrect situation of the monitors or 
equipment in use which was not EPA certified, which could 
adversely affect the reliability of data. These problems stem 
from the fact that monitoring is being carried out by State 
and local agencies, using systems originally designed to 
meet their individual needs. 
Recommendations: The EPA should: conduct a thorough 
evaluation of current air monitoring systems; provide tech- 
nical assistance to State and local agencies in preparing 
their implementation plans; and concentrate its efforts and 

resources in areas most adversely affected by air quality 
designations, taking necessary precautions in decisionmak- 
ing until sufficient, accurate data are available. The approp- 
riate congressional committees or subcommittees should 
hold oversight hearings to explore the progress being made 
in implementing the air monitoring regulation issued by 
EPA in May 1979, and to identify the additional actions 
needed to assure successful completion of the goals of 
clean air legislation. 

Appropriations 

Enforcement, monitoring, and data analysis - Environmen- 
tal Protection Agency 

Appropriations Committee Issues 

Air quality data used by EPA in making important health 
and economic related decisions is of an unknown quality. 
January 1, 1981, was the critical milestone date for full im- 
plementation of the agency’s NAMS. NAMS was established 
to provide timely, high-quality air quality data. EPA should 
appraise Congress of the system’s progress. 
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ENVIRONMENTALPROTECTIONAGENCY 
Large Construction Projects To Correct Combined Sewer Overflows Are Too Costly 
(CED-80-40, 12-28-79) 

Budget Function: Natural Resources and Environment (0300) 
Legislative Authority: Federal Water Pollution Control Act . 

In many U.S. cities, stormwater and waste flow through the 
same systems. Overflows of these combined sewers from 
heavy rains allow pollutants to enter waterways, streets, and 
basements. The Environmental Protection Agency (EPA) 
estimated that almost $26 billion was needed to fund the 
pollution control portion of any project that might under- 
take to separate the Nation’s combined sewers. A report 
focused on progress in stemming the Nation’s combined 
sewer pollution and flooding problem. 
Findings/Conclusions: Little progress has been made to- 
ward solving combined sewer problems, primarily because 
insufficient funds were available for large-scale projects. Of 
the 15 major cities with combined sewer systems that GAO 
visited, less than half have started construction projects to 
solve their problems, and eventual completion seemed 
doubtful for many such projects that were underway. Since 
sufficient money for large-scale solutions to the Nation’s 
combined sewer problems has not been forthcoming, alter- 
native approaches have been explored which attempt to mi- 
tigate pollution and flooding problems through better and 
more flexible management practices. However, inflexibility 
in national and State water quality goals, funds allocation, 
and agency jurisdictions has hampered the pursuit of alter- 
native solutions. 
Recommendations: The Administrator of EPA should em- 
phasize the use of inexpensive techniques and require com- 
munities to make maximum use of lower cost alternatives 
before funding large-scale, structural projects. While these 

techniques may not provide a total solution, it is time to 
realize that the current approach is not working. Funds in 
the magnitude required are not available and probably nev- 
er will be. The Congress should provide more flexibility in 
water quality goals, encourage the use of alternative low- 
cost approaches, and permit the Federal Government to 
play a role in preventing flooding caused by combined 
sewers. 

Agency Comments/Action 

EPA has not replied to this report However, in oral com- 
ments it generally agreed with the thrust of the report and 
its recommendations except for the one permitting the Fed- 
eral Government to play a role in preventing flooding 
caused by combined sewer systems. EPA feels that urban 
flooding should be considered a local problem and that, if 
EPA were to get involved in urban flooding, it would further 
dilute the limited funds available to fight water pollution. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

Alternatives exist for reducing the costs of expensive com- 
bined sewer control projects. 
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Review of Em&onmenital Pro%ectioz Agency’s Efforts To Detect and Prevent Fraud and Abuse 
(CED-80400. 5-29-80) 

Budget Function: Natural Resources and Environment (0300) 
Legislative Authority: Inspector General Act (P.L 95-452; 92 Stat. 1102). EPA Order 3120.1A. OMB Circular A-73. 

A review was undertaken of the Environmental Protection 
Agency’s (EPA) efforts to detect and prevent fraud and a- 
buse. During most of the review, the Ofice of Audit was 
responsible for evaluating the economy, efficiency, and ef- 
fectiveness of financial and program operations since the 
Office of Inspector General (OIG) was not established until 
January 7, 1980. Also, the Inspection Branch was responsi- 
ble for matters relating to fraud, gross abuse, corrupt prac- 
tices, or other irregularities. 

Findings/Conclusions: Prior to the establishment of OK, 
fraud audits and investigations were done primarily on a 
reactive basis. The 1980 fiscal year workplan shows that 
EPA will be able to meet only about 25 percent of its overall 
audit requirements. Although the audit resources of EPA 
fall short of those necessary to meet audit demands, other 
factors have handicapped EPA in its efforts to identify fraud 
and abuse. These include: (1) the delay in establishing an 
Office of Inspector General; (2) the lack of a viable ongoing 
management information system; and (3) poor utilization of 
investigative reports recommending needed changes in 
management policies and procedures. 

Recommendations: The Administrator, EPA, should: (1) re- 
quest the resources necessary for OIG to carry out its 
responsibilities; and (2) direct management officials to be 
more responsive to investigative reports by revising EPA Or- 
der 3120.1A to more clearly define management responsi- 
bilities for taking corrective action on investigative findings, 
to establish timeframes for taking action, and to designate 
officials responsible for ensuring timely corrective action. 

Additionally, the Administrator, EPA, should direct the In- 
spector General to: (1) further develop a more organized, 
systematic approach to identifying fraud by instituting a 
management information system which will provide infor- 
mation on the most likely types and methods of fraud and 
abuse; (2) incorporate fraud detection steps into all routine 
audits; (3) provide more visibility, publicity, and resources to 
fraud and abuse programs, such as the whistleblowers hot- 
line and code of conduct briefings; and (4) require that the 
cover letters forwarding closed investigative reports to man- 
agement officials contain conclusions and recommenda- 
tions for corrective action. 

Agency Comments/Action 

The agency agreed with the basic thrust of the report’s con- 
clusions and recommendations and has initiated steps to 
resolve some of the audit-related issues including requests 
for additional staffing. 

Appropriations 

Salaries and benefits - Environmental Protection Agency 

Appropriations Committee issues 

The EPA Office of Inspector General’s personnel resources 
fall short of those necessary to carry out statutory responsi- 
bilities. Further, a more organized and systematic approach 
is needed to identify fraud and abuse as such a program 
has the potential to reduce costs. 

494 



ENWRONMENTALPqOTECTIONAGENCY 

Many Water Qua& Standard Violations May Not Be Significant Enough To Justify Costly Preventive Actions 
(CED-80-86, 7-2-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
begi~lative Authority: Water Pollution Control Act. 

The Environmental Protection Agency (EPA) administers a 
Construction Grants Program under the Water Pollution 
Control Act to restore and maintain the quality of the 
Nation’s waters. EPA estimates that $10 billion will be need- 
ed through the year 2000 to construct advanced waste wa- 
ter treatment facilities for municipal sewage for the pro- 
gram. GAO discussed waste water treatment with Federal 
and State water quality officials and consultants in the field. 
GAO found that advanced water treatment, which removes 
some pollutants left after secondary treatment, with few ex- 
ceptions, may not be justified. GAO found that mathemati- 
cal models used to predict water quality are often imprecise 
and inexact; Federal funding is insufficient to achieve water 
quality standards for all waterways within a reasonable time; 
EPA makes it difficult for States to relax or downgrade water 
quality standards; and relating the impact of various treat- 
ment levels to water use is difficult. Each State has 
developed water quality standards to protect its waterways 
and their uses. The standards help determine the type of 
wastewater treatment needed to protect waters for those 
uses. Advanced treatment, which may be required in muni- 
cipalities, is very expensive. Violation of a water quality 
standard may not always mean that a significant environ- 
mental, social, or public health damage has occurred. The 
scientific basis for the standard may be questionable, and 
the water may not be important to society. In many in- 
stances, municipalities are constructing treatment facilities 
more sophisticated than necessary to prevent predicted wa- 
ter quality standard violations. The mathematical models, 
upon which these predictions are based, produce highly 
uncertain results. The law does not require communities to 
consider adequately the costs of achieving water quality 
standards. An agency analysis of nine projects did not show 
the significance of the projects’ advanced treatment portion 
to the environment, effect on public health, significance of 
the advanced waste treatment portion on established water- 
way uses, or social significance or benefits of the projects. 
Findings/Conclusions: Because the water quality standard 
setting process is questionable, modeling to determine vio- 
lations is often imprecise and inexact, Federal funding is in- 
sufficient to achieve water quality standards for all water- 
ways within a reasonable period of time, obtaining down- 
ward reclassification from EPA is very difficult, and relating 
the impact of various treatment levels on water uses is diffi- 
cult; GAO believes that advanced waste treatment, with few 
exceptions, may not be justified at this time. GAO conclud- 
ed that funding of advanced waste treatment projects 
should be curtailed. Federal funds should not be spent to 
provide a level of treatment that produces such uncertain 
results. These factors affect billions of dollars that have 
been, or will be, spent under the EPA Construction Grants 
Program. The standard setting process places too much 

emphasis on preventing all types of water quality standard 
violations rather than just significant violations. 

Recommendations: The Administrator, EPA, should take 
steps to improve the process of setting, revising, and imple- 
menting water quality standards and help ensure that ad- 
vanced waste treatment plants provide meaningful im- 
provements to the Nation and the environment. Specifically, 
he should: (1) become more realistic and cost conscious a- 
bout the attainability of water quality standards when a State 
has made a reasonable showing that the standards are 
unattainable or too costly to attain; (2) not impede the 
downgrading process with burdensome evidentiary require- 
ments; (3) reduce the cost criteria for what constitutes an 
expensive sewage plant; (4) to a greater degree, accept 
State and local views that project costs are not commen- 
surate with benefits; (5) permit variances in reclassification 
criteria in cases where stream improvement requires treat- 
ment beyond secondary to meet water quality standards, 
but where ecological and social or public health improve- 
ments are not significant enough to justify the costs of im- 
provements; (6) require EPA regions to be more consistent 
in approving variances of water quality standards and down- 
grading water quality standards; (7) require, when advanced 
waste treatment is an issue, that at least two thorough sur- 
veys of the waterway be done, one for calibrating the 
mathematical model and another for verifying the calibrat- 
ed model; (8) develop material to help decisionmakers 
know the predictive accuracy of models used to justify ad- 
vanced waste treatment, and establish minimum require- 
ments for the predictive accuracy of these models; (9) es- 
tablish criteria to determine the degree of modeling reliabili- 
ty that will be acceptable: and (10) develop specific criteria 
governing what constitutes an adequate and cost-effective 
water quality survey for justifying advanced waste treatment 
projects. Finally, the Administrator should revise the ad- 
vanced waste treatment review guidelines or, if necessary, 
suggest legislative changes to allow the deletion of the pro- 
visions that: allow projects not having significant water qual- 
ity improvements to be funded because the projects will 
cost more if they have to be revised or redesigned to delete 
insignificant treatment processes; allow projects to be ex- 
empted from the review process if they involve land treat- 
ment; and allow projects to be exempted from the review 
process just because the State’s definition of secondary 
treatment is more stringent than the EPA definition. 

Agency Comments/Action 

EPA agreed that the Nation’s water pollution control pro- 
gram is costly and complex. But it generally did not agree 
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with the GAO conclusions, stating they reflect a misunder- 
standing of the legislative objectives and fail to recognize 
that States may legally set their own water quality standards. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee issues 

The Clean Water Act should be amended to provide the 
agency with the flexibility to more closely consider costs in 
justifying advanced waste treatment projects. 
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ENWRONMENTALPROTECTIONAGENCY 

Indoor Air Pollution: An Emerging Health Problem 
(CED-80-111, 9-24-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Clean Air Act Amendments of 1977. Toxic Substances Control Act. 

While Government and industry have concentrated on 
cleaning up the Nation’s outdoor air, they have paid little at- 
tention to the quality of indoor air in the nonworkplace. 
Harmful pollutants have been found in various indoor en- 
vironments in greater concentrations than the surrounding 
outdoor air. In some cases, indoor pollution exceeds the na- 
tional standards set for exposure outdoors. Harmful pollut- 
ants which have been found in indoor air environments in- 
clude: higher than average levels of radioactive radon; 
unhealthy levels of carbon monoxide; formaldehyde from 
foam insulation; nitrogen dioxide from poorly ventilated gas 
stoves; and smoking, a major indoor source of respirable 
particles. Some measures intended to reduce energy use in 
buildings contribute to the buildup of indoor air pollution. 
One material qualifying for a Federal tax credit for home in- 
sulation is a source of potentially harmful indoor air pollu- 
tion. 
Findings/Conclusions: While Federal officials agree that in- 
door air pollution poses a potentially serious health prob- 
lem, they have been reluctant to study it, because they lack 
a clear responsibility for doing so. The lack of clear respon- 
sibility and authority has caused a duplication of some ef- 
forts. Agencies also find themselves assuming adversarial 
roles when assessing Federal actions on indoor air quality. 
Environmentalists and those concerned with energy con- 
servation disagree about programs. Some European coun- 
tries have recognized the significance of the indoor air qual- 
ity standards for certain pollutants, and have taken meas- 
ures to control the problem. There are low-cost ways to 
minimize indoor air pollution, including proper ventilation 
and the use of ventilating equipment and filtering devices. A 
massive new Federal program is not necessary now, but the 
Environmental Protection Agency (EPA) could develop a 

comprehensive, coordinated program using existing re- 
sources in both the public and private sectors. 
Recommendations: The Administrator of EPA should estab- 
lish a task force which will identify research activities of oth- 
er Federal agencies and private institutions relating to in- 
door air pollution so that the EPA activities can be coordi- 
nated with them. It should compile available data on indoor 
air pollution and use this data to inform the public and other 
governmental organizations of the problem and available 
actions. The task force should provide advice to the Ad- 
ministrator on what EPA research and development efforts 
are needed to deal with the indoor air pollution problem. 
Congress should amend the Clean Air Act to provide EPA 
with the authority and responsibility for the quality of air in 
the nonworkplace. 

Agency Comments/Action 

EPA agreed with the recommendations and is implement- 
ing them by preparing an inventory of Federal research ac- 
tivities, developing a research agenda for future work, and 
establishing a coordinating mechanism for improving the 
productivity of current research and related activities. 

Appropriations 

Research and development - Environmental Protection 
Agency 

Appropriations Committee Issues 

The requirement for EPA long-term epidemiological studies 
on the effects of indoor air pollutants may require additional 
funding by Congress. 
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ENVIRONMENTALPROTECTIONAGENCY 
Promising Changes Improve EPA ‘s Extramural Research; More Changes Needed 
(CED-81-6. 10-28-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Water Pollution Control Act (33 U.S.C. 1251 et seq.). Marine Protection, Research, and Sanctuaries 
Act of 1972 (33 USC. 1401 et seq.). Resource Conservation and Recovery Act of 1976 (42 U.S.C. 6901 et seq.). Clean Air 
Act (42 U.S.C. 7401 et seq.). Noise Control Act of 1972 (42 U.S.C. 4901 et seq.). 

The Environmental Protection Agency (EPA) has made a 
number of changes to the planning and management of its 
research activities. If properly implemented, they should im- 
prove the EPA research program. GAO discussed some 
problems which require further attention, and factors and 
weaknesses which, unless corrected, could continue to seri- 
ously hamper the EPA ability to meet its research needs. 
Findings/Conclusions: GAO found that: (1) offices respon- 
sible for implementing EPA programs do not always partici- 
pate with its research office in determining the size and 
scope of projects, possibly resulting in research that does 
not meet EPA program office needs; (2) the EPA research 
office has not yet fully implemented reviews of its research 
programs, projects, and results by experts inside and out- 
side of EPA to determine their scientific and technical merit 
and validity; (3) project offices could not adequately moni- 
tor researchers’ technical progress in conducting projects 
outside of EPA because of heavy workloads and travel limi- 
tations; (4) contracts generally take substantially longer to 
award than EPA standard acquisition leadtimes, thereby un- 
duly delaying the start of needed research; and (5) EPA 
lacks information on past performances of outside 
researchers for use in determining which applicants appear 
best qualified to perform new projects. EPA was not satis- 
factorily fulfilling its research needs because of inadequate 
coordination, insufficient attention to long-term anticipatory 
research, and lack of peer review. 
Recommendations: The Administrator of EPA should direct 
the Assistant Administrator of the Office of Research and 
Development to require the research committees to obtain 
peer review of their multiyear strategies. The Administrator 
of EPA should direct the Assistant Administrator of the Of- 
fice of Research and Development to determine the 
amount of travel funds needed for project officers in the la- 
boratories to adequately monitor the performance of ex- 
tramural research. The Administrator of EPA should direct 
the Assistant Administrator of the Office of Research and 
Development, until the travel fund determinations are com- 
pleted, to instruct all laboratory directors to make sure that 
necessary site visits to performers of extramural research 
receive high priority in the use of travel funds now available. 
The Administrator of EPA should direct the Assistant Ad- 
ministrator of the Office of Research and Development to 
require all project officers who have not already done so to 
attend the concentrated training course. The Administrator 
of EPA should direct the Assistant Administrator of the Of- 
fice of Research and Development to make sure that proj- 

ect officers coordinate with their panels early in the procure- 
ment process so that technical evaluations can be 
scheduled promptly after proposals are received. The Ad- 
ministrator of EPA should direct the Assistant Administrator 
of the Office of Research and Development to use the travel 
fund information in (1) seeking additional travel funds in fu- 
ture years from the Office of Management and Budget and 
Congress; and (2) justifying within EPA a larger allocation of 
its current travel appropriations. The Administrator of EPA 
should direct the Assistant Administrator of the Office of Re- 
search and Development to establish procedures for ob- 
taining the review and concurrence of supervisors or other 
higher level EPA officials with evaluations prepared by con- 
tracting officers, grant specialists, and project officers of ex- 
tramural research performance. The Administrator of EPA 
should direct the Assistant Administrator of the Office of Re- 
search and Development to establish policies and pro- 
cedures for grants and cooperative agreements similar to 
those that now exist for preparing and retaining evaluations 
of contractors’ performance and emphasize the Importance 
of grant specialists’ and project officers’ compliance with 
the requirements. The Administrator of EPA should direct 
the Assistant Administrator of the Office of Research and 
Development to have all project officers and contracting of- 
ficers comply with the requirement to prepare good quality 
evaluations of contractors’ performance, file these evalua- 
tions as required by established policies and procedures 
with the Contractor Relations Branch at EPA headquarters, 
and require that evaluations be used in assessing the qual- 
ifications of those seeking new awards. The Administrator 
of EPA should direct the Assistant Administrator of the Of- 
fice of Research and Development to establish procedures 
that require regulatory offices and laboratories to agree be- 
fore work is started that the approach and timing of re- 
search projects are reasonable to meet intended needs. 

Agency Comments/Action 

EPA agreed with most of the report’s conclusions but stated 
that it was further along with improvements than the report 
suggested. However, EPA has not taken further steps to im- 
plement the report’s recommendations. 

Appropriations 

Research and development - Environmental Protection 
Agency 
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Costly Wastewater Treatment Plants Fail To Petiornt as Expected 
(CED-81-9, U-14-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 

Wastewater treatment plants are considered to be the front- 
line of the Nation’s battle to eliminate water pollution and 
restore water quality to the thousands of miles of contam- 
inated rivers, lakes, streams, and ocean shorelines 
throughout the country. 
Findings/Conclusions: GAO found that over $25 billion in 
Federal funds and several billion in State and local moneys 
have been spent to construct new wastewater treatment 
plants or to significantiy modify existing plants. The En- 
vironmental Protection Agency (EPA) estimates that 
through the year 2000 an additional $35.6 billion in Federal 
funds alone will be needed to construct additional treatment 
plants. GAO found that many of the plants, in operation for 
several years, have seldom or never met the performance 
standards they were designed to achieve. Failure of treat- 
ment plants to meet performance expectations may not 
only have an adverse impact on the Nation’s ability to meet 
its clean water goals, but may also represent the potential 
waste of tens of millions of dollars in Federal, State, and lo- 
cal moneys. 
Recommendations: Congress should require the Adminis- 
trator of EPA to test various alternatives to the current con- 
struction grants funding program concept including (1) 
turnkey, (2) becoming a signatory to the various contracts, 
and (3) assuming an advisor only role. Congress should re- 
quire the Admiiistrator of EPA to advise Congress annually 
on the progress being made to repair the identified facilities 
and who is being held financially accountable/responsible 
for making the repairs. If Federal funds are being used to 
make the repairs, advise Congress of the amount being 
spent. Congress should require the Administrator of EPA to 
report to Congress annually on (1) the number of municipal 
wastewater treatment plants, both major and minor, that 
have already received Federal grant funding to meet the 
1977 secondary treatment requirements but are in serious 
violation of their permit conditions and (2) what is being 

proposed and done to ensure that the necessary repairs to 
these facilities will be made. The Administrator of EPA 
should require all EPA regions and strongly encourage the 
States to reinstitute a technical assistance program to help 
grantees identify, evaluate, and solve operational problems 
at their treatment plants. The Administrator of EPA should 
develop and issue policy directives and instructions to the 
EPA Regional Administrators and appropriate State agen- 
cies on providing legal and technical assistance to grantees 
who wish to take legal action for identified contract deficien- 
cies. The Administrator of EPA should reemphasize to all 
involved parties that clear lines of accountabili- 
ty/responsibility must be established in contracts and that 
changes and modifications to the proposed systems during 
each of the three phases, planning, design, and construc- 
tion, must be clearly documented. 

Agency Comments/Action 

EPA generally agreed with the report’s conclusions and 
recommendations. However, no specific action has been 
taken by the agency to carry out the recommendations. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

The Committees should consider amending the Act to au- 
thorize EPA to test various alternatives to the current con- 
struction grants funding program concept The Commit- 
tees should require the agency to identify wastewater treat- 
ment plants constructed with Federal funds which are ex- 
periencing serious operating problems and who will be ac- 
countable for fixing those plants. 
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ENVIRONMENTAL PROTECTION AGENCY 

Hazardous Waste Disposal Methods: Major Problems With Their Use 
(CED-81-21, 11-19-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Resource Conservation and Recovery Act of 1976 (42 U.S.C. 6901). 

GAO was asked to study alternative methods of disposal 
and cleanup of hazardous wastes. Specifically, the study 
looked into the: (1) environmental and cost effectiveness of 
hazardous waste disposal on the land, deep well injection, 
and high temperature incineration and the need for addi- 
tional research and development in these areas; (2) estab- 
lishment of facilities on a regional or areawide basis as op- 
posed to an individual company’s basis; and (3) hazardous 
waste regulations recently promulgated by the Environmen- 
tal Protection Agency (EPA). 
Findings/Conclusions: Disposal on the land is the predom- 
inantly used hazardous waste disposal method. Yet it 
presents the greatest potential risk for surface and ground 
water contamination and liability for damages. For the 
long-term interests of the country, the on-the-land disposal 
method needs to be drastically reduced. There was little evi- 
dence of any environmental problem resulting from the 
deep well disposal of hazardous wastes. However, the 
method should be applied only in geologically selective 
areas below aquifers where the wastes cannot migrate and 
pollute surface or ground water and reclaimable minerals. 
Burning of hazardous wastes in incinerators, at tempera- 
tures generally over 1,000 degrees centigrade with a specif- 
ic retention period in the incinerator, may be one solution to 
the hazardous waste disposal problem. However, the proc- 
ess has had only limited application because few facilities 
have been built and the cost is estimated at about three 
times the cost of deep well injection. For land disposal, 
deep well injection, and high temperature incineration, re- 
search on how to develop facilities has been essentially 
completed. However, additional research on specific sub- 
stances and site locations will continue to be needed for the 
long term. Disposal facilities providing services on a region- 
al basis offer economic and environmental advantages. To 
date, the national problem of what to do about closed and 
abandoned hazardous waste sites has not been fully con- 
fronted. More time will be needed before the hazardous 
waste regulations are fully promulgated and implemented. 
Recommendations: The Administrator of EPA should (1) 
set priorities through regulation of the preferred sequence 

by which the various disposal methods should be applied to 
encourage the States and industry to work toward a reduc- 
tion in the use of on-the-land disposal as the predominant 
disposal method; (2) identify additional areas of the country 
suitable for the deep well disposal of hazardous wastes 
(EPA designated Class I wells) and, where appropriate, en- 
courage industry to use deep well disposal as a hazardous 
waste disposal alternative; (3) encourage the development 
of high temperature burning facilities, in conjunction with 
the States and selected industries, in various areas of the 
country to better show their long-term cost advantages and 
environmental viability; (4) prescribe in regulations that re- 
gional or areawide disposal facilities be developed in addi- 
tion to individual company disposal operations; and (5) ini- 
tiate, in conjunction with the State and local governments, 
on a county-by-county basis, a comprehensive national in- 
ventory of closed and abandoned dump sites of the type re- 
cently completed by the State of New York. The inventory 
would be used to assess the total economic and environ- 
mental costs of past hazardous waste disposal. 

Agency Comments/Action 

EPA, in its letter to the House Committee on Government 
Operations and the Senate Committee on Governmental 
Affairs, agreed with the third and fifth recommendations but 
disagreed with the first, second, and fourth. GAO will contin- 
ue to stress the need to implement these recommenda- 
tions. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 
Research and development - Environmental Protection 

Agency 

Appropriations Committee issues 

Alternatives to land disposal of hazardous wastes need to be 
encouraged. 



ENVIRONMENTAL PROTECTION AGENCY 

Adequacy of EPA Resources and Authority To Carry Out Drinking Water Program Activities 
(CED-81-58, 4-23-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Safe Drinking Water Act (42 U.S.C. 300f et seq.). 

The Safe Drinking Water Act was passed in 1974 to safe- 
guard public drinking water supplies and to protect the pub- 
lic health. The Act directed the Environmental Protection 
Agency (EPA) to establish national drinking water regula- 
tions which set purity standards for drinking water. It also 
authorized EPA to grant States primary responsibility, or pri- 
macy, for enforcing the regulations and standards. GAO re- 
viewed the Safe Drinking Water Program administered by 
EPA Two items merit attention: (1) the adequacy of re- 
sources available for seiected Safe Drinking Water Program 
activities; and (2) the need to clarify EPA authority to carry 
out the activities of the Program. 

Findings/Conclusions: A comparison of resources available 
for program implementation and operation in primacy 
States versus nonprimacy States revealed a significant 
disparity. This disparity raised questions about equity and 
whether people liing in nonprimacy States were as well 
protected as those living in primacy States. Another indica- 
tion that EPA may not have sufficient resources available for 
nonprimacy State program activities was the disparity be- 
tween the resources EPA has spent and those resources 
nonprimacy States estimate are needed to effectively imple- 
ment a drinking water program. In a prior report, GAO stat- 
ed that, in nonprimacy States, the coverage by EPA may be 
severely limited as a result of resource constraints and may 
not meet the same standards that EPA requires for primacy 
States. It is the opinion of GAO that the Act does not clearly 
authorize EPA to can-y out the day-to-day operations of a 
drinking water program in States unwilling or unable to as- 
sume primacy. Rather, the EPA role under the Act should 
be one of supervision, oversight, and encouragement of 
States to assume primacy. EPA feels that the Act authorizes 

and requires it to establish such programs in nonprimacy 
States. Because of conflicting regulations, GAO was unable 
to definitely state that the EPA assumption is unwarranted 
or legally objectionable. The House Committee on Energy 
and Commerce and the Senate Committee on Environ- 
ment and Public Works should consider proposing amend- 
ments to the Act that would clarify EPA authority. 
Recommendations: The House Committee on Energy and 
Commerce and the Senate Committee on Environment 
and Public Works should consider proposing amendments 
to the Act which would clarify EPA authority to undertake 
the day-to-day operations of a drinking water program in 
nonprimacy States. Furthermore, should it be decided that 
EPA is authorized to undertake such a program, additional 
resources may be required to enable EPA to provide the 
same program coverage as it requires of the primacy 
States. 

Agency Comments/Action 

Agency comments were not required. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Approprlations Committee Issues 

If EPA authority to operate a safe drinking water program is 
clarified, EPA may require additional resources to provide 
the same program coverage as it requires of States which 
are delegated responsibility for operating a safe drinking 
water program. 



ENVIRONMENTAL PROTECTION AGENCY 

Hazardous Waste Sites Pose investigation, Evaluation, Scientifw, and Legal Problems 
(CELL81 -5 7, 4-24-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (P.L. 96-510). 
Solid Waste Disposal Act Resource Conservation and Recovery Act of 1976. Clean Water Act of 1977. H.R. 5074 (96th 
Cong.). H.R..1049 (96th Cong.). H.R. 3797 (96th Cong.). S. 2083 (95th Cong.). 

Under the Resource Conservation and Recovery Act, the 
Environmental Protection Agency (EPA) has a mandate to: 
(1) discover, investigate, evaluate, and respond to uncon- 
trolled hazardous waste sites; (2) perform hazardous waste 
research; and (3) seek solutions to hazardous waste prob- 
lems and, if necessary, file suit in Federal courts. 
Findings/Conclusions: EPA has had difficulty in fulfilling its 
mandate because: (1) site investigation and evaluation ac- 
tivities lag behind an ever-increasing number of potential 
sites requiring investigation and evaluation; (2) the capabili- 
ties to identify and analyze hazardous waste and understand 
the real or potential risk are limited by both cost and scien- 
tific knowledge; and (3) Federal enforcement efforts have 
been limited by both the resources available to demonstrate 
potential harm in a case and by the need to identify poten- 
tially viable defendents to pay for remedial measures or 
cleanup costs. 
Recommendations: The Administrator of EPA should as- 
sess how the Federal Government can expand its enforce- 
ment efforts at uncontrolled hazardous waste sites. If addi- 
tional resources or increased legislative authority are 
among the alternatives, the Administrator should provide 
such information to Congress for its consideration. The Ad- 
ministrator of EPA should provide an estimate of the total 
EPA resources needed to investigate and evaluate potential 
hazardous waste sites. The estimate should be based on 
those sites currently known to need investigation and evalu- 
ation and those that are projected to need such action in 
each of fiscal years 1981 through 1985. The Administrator 
of EPA should provide an estimate of the amount of re- 
sources needed to clean up and respond to hazardous 
waste sites. Such amount should be based on those sites 
currently known to need cleanup or response action, those 
that are projected to need such action in each of fiscal years 
1981 through 1985, and estimates of the fund’s replenish- 
ment through responsible parties. The Administrator of 
EPA should direct the Assistant Administrator for Research 
and Development to evaluate ongoing EPA hazardous 
waste research programs in the biological testing, health ef- 
fects, and transport and fate areas to determine what ac- 
tions can be taken to increase EPA’s efforts to (1) develop 

and standardize biological monitoring and bioassay tech- 
niques as methods for determining whether samples taken 
from potential hazardous waste sites are or are not hazard- 
ous, thus reducing the initial need for more costly and 
time-consuming chemical analysis; (2) better determine 
health effects, especially chronic effects, that are caused by 
or closely associated with exposure to hazardous waste; and 
(3) more accurately understand the transport and fate of 
hazardous substances as they leave disposal sites and mi- 
grate through the environment (soil, air, groundwater, and 
surface water) to reach human populations. The evaluation 
should specify where joint EPAIHHS research projects 
should be encouraged in these three areas. 

Agency Comments/Action 

EPA agreed that the hazardous waste site problem is large, 
complex, resource intensive, and not yet fully defined. EPA 
accepted each report recommendation and, for the most 
part, agreed to carry them out However, EPA stated that it 
could not provide resource estimates beyond fiscal year 
1982 because such estimates will be based extensively on 
the principles for response and site cleanup as outlined in 
the ongoing National Contingency Plan revision required by 
the Comprehensive Environmental Response, Compensa- 
tion, and Liability Act of 1980. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 
Hazardous Substances Response Trust Fund - Environ- 
mental Protection Agency 
Research and development -- Environmental Protection 
Agency 

Appropriations Committee Issues 

The Committees should monitor EPA implementation of 
the Comprehensive Environmental Response, Compensa- 
tion, and Liabilty Act of 1980 to assure that program objec- 
tives are achievable within projected funding levels. 
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ENVIRONMENTALPROTECTIONAGENCY 

Better Monitoring Techniques Are Needed To Assess the Quality of Rivers and Streams: Volumes I and II 
(CED-H-30, 4-30-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: 40 C.F.R. 35.1500. Water Pollution Control Act Amendments of 1972(Federal) (82 Stat, 904). Clean 
Water Act of 1977 (33 U.S.C. 1251 et seq.). Environmental Policy Act of 1969 (National) (42 U.S.C.4321 et seq.). 

Accurate, reliable data on the actual condition of the 
Nation’s rivers and streams are necessary for sound en- 
vironmental planning and management. Existing national 
water quality monitoring networks do not provide the type 
or quality of data needed. 
Findings/Conclusions: Water quaI@ can change dramati- 
cally during 1 day, and within a short distance. Complex in- 
teractions among biological, chemical, and physical 
processes complicate the difficulties of water quality sam- 
pling. Infrequent measurements cannot accurately describe 
water quality, because rivers can change rapidly and exten- 
sively. Infrequent sampling also misses important events. 
Cost was a major consideration in decisions on sampling 
frequencies. Each sampling site is affected by unique con- 
ditions, and water quality measurements taken at one site 
cannot normally be applied to other locations, not even 
those nearby in the same river. The Geological Survey 
focuses primarily on riverflow, not water quality. Stations are 
located toward the downstream end of drainage basins. The 
Survey does not intend to detect any particular category of 
water quality, water use, or related land use. The Survey, the 
Environmental Protection Agency (EPA) and the Council of 
Environmental Quality (CEQ) have used network data in 
statistical comparisons of water quality, but these compari- 
sons are highly questionable. The variability of water quality, 
the limited frequency and locations of samples, and the in- 
consistency in field work and laboratory performance make 
it virtually impossible to compare the data meaningfully 
from month to month, season to season, and year to year. 
Special studies of water quality designed for individual river 

areas could overcome many weaknesses inherent in the 
sampling techniques. 
Recommendations: The Administrator of EPA and the 
Chairman of the Council on Environmental Quality should 
promote the use of other available indicators of national 
progress toward cleaner water. The Secretary of the Interior 
and the Administator of EPA should discontinue the three 
national water quality networks and shift to a program of 
special studies of water quality. 

Agency Comments/Action 

Although EPA, CEQ, the Geological Survey, and Interior’s 
Office of Water Research and Technology agreed with 
some of the GAO concerns, they strongly disagreed with 
the recommendation to stop using the national water quali- 
ty network. They believe that statistical analysis can over- 
come the complexities of water quality and that valid as- 
sessments can be made from infrequent sample taken at 
less than 2,000 locations around the country. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

Continued funding of sampling networks is questionable 
because reliable water quality data cannot be obtained. 
Special studies on rivers or river segments would yield more 
scientifically sound and useful information water quality. 
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ENVIRONMENTALPROTECTIONAGENCY 
The Environmental Protection Agency Needs To Better Control Its Growing Paperwork Burden on the Public 
(GGD-H-40, 5-15-81) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Clean Water Act of 1977. Clean Air Act. Reports Act. Resource Conservation and Recovery Act of 
1976. Paperwork Reduction Act of 1980. Toxic Substances Control Act. Executive Order 12174. OMB Circular A-40. H.R. 
6410 (96th Cong.). S. 1411 (96th Cong.). 

GAO was requested to examine the effectiveness of the En- 
vironmental Protection Agency’s (EPA) paperwork manage- 
ment program and policies. Because of recent environmen- 
tal legislation and program changes, the EPA requirements 
for information from the public are expected to increase 
dramatically. Until the Paperwork Reduction Act of 1980, 
the Federal Reports Act of 1942 provided the foundation for 
controlling the Federal Government’s paperwork burden on 
the public. The Office of Management and Budget (OMB) 
must clear the reporting requirements proposed by most 
agencies including EPA. 
Findings/Conclusions: EPA management has not support- 
ed its own paperwork control system. EPA interpreted the 
Federal Reports Act as exempting some reporting require- 
ments mandated by law from OMB control. As a result, EPA 
was constrained by organizational and operational 
weaknesses and was only marginally effective. Ultimately, 
businesses were subject to numerous reporting require- 
ments that OMB had never approved. Every business or 
other facility with an EPA permit for discharging wastewater 
is required periodicallrto submit a discharge monitoring re- 
port to EPA. EPA was to use this report to check whether 
the permit holder stayed within approved pollutant limits. 
However, some of the regional offices did not review or use 
the monitoring reports of minor dischargers because the 
EPA policy was to emphasize enforcement of major 
dischargers’ permits and because the offices lacked suffi- 
cient staff. Under the Clear Air Act regulations, importers of 
motor vehicles or motor vehicle engines must file an EPA 
declaration form on which they declare whether or not the 
import meets Federal emission requirements or is exempt. 
The U.S. Customs Service investigated only 30 cases of al- 
leged falsified information involving 62 vehicles, Burden 
hour estimates are an essential element in the OMB system 
for controlling paperwork. OMB uses the estimates to 
gauge the impact of a proposed requirement and, con- 
versely, to measure progress in reducing paperwork. How- 
ever, most of the EPA estimates are based on judgment, 
particularly those for complex requirements. 

Recommendations: The Director of OMB should revise 
OMB Circular A-40 to encourage use of pretests, especially 
for complex reporting requirements. The Administrator of 
EPA should direct the clearance officer to periodically 
evaluate the practical utility of EPA reporting requirements. 
The Administrator of EPA should direct the Office of the In- 
spector General to make periodic management audits of 
the efficacy of paperwork controls throughout the agency. 
The Administrator of EPA should change wastewater 
discharge permits for minor dischargers so that reporting 
schedules are consistent with EPA capability to use the in- 
formation. The Administrator of EPA should change the re- 
quirements for the declaration form for imported motor 
vehicles and engines so that the form would apply only in 
those cases where the import is not in compliance with the 
applicable emission requirements, or when a Customs 
Service inspection reveals a possible violation of the re- 
quirements. The Administrator of EPA should provide the 
support necessary for those responsible for implementing 
the Paperwork Reduction Act to: (1) maintain centralized 
control over the reporting requirements imposed by the 
agency; (2) oversee the preparation and submission of 
clearance requests for all requirements that meet the clear- 
ance criteria; and (3) evaluate the technical quality of all 
proposed information collection plans and related question- 
naires. 

Agency Comments/Action 

EPA stated that it is concerned about the GAO findings, 
conclusions, and recommendations and stated that it would 
implement the recommendations. 

Appropriations 

Environmental Protection Agency 

Appropriations Committee Issues 

The Committees should assure that EPA implements the 
recommendations of this report. 
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ENVIRONMENTALPROTECTIONAGENCY 
Billions Could Be Saved Through Waivers for Coastal Wastewater Treatment Plants 
(CED-81-68, 5-22-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Clean Water Act of 1977. Water Pollution Control Act Amendments of 1972 (Federal) (33 USC. 
1251 et seq.). Water Pollution Control Act. 

The Clean Water Act of 1977 allows the Environmental Pro- 
tection Agency (EPA) to grant waivers to publicly owned 
wastewater treatment facilities so that thay can discharge 
primary treated municipal waste into the marine environ- 
ment when it can be shown that costly secondary treatment 
is not necessary. Many communities have been 
discouraged from applying for secondary treatment waivers 
because of legislative constraints and restrictive EPA ad- 
ministration of the waiver provision. Billions of dollars in 
Federal, State, and local funds could be saved if coastal 
communities discharging primary municipal wastewaters 
into the marine environment did not have to build costly 
and unnecessary secondary treatment facilities. 
Findings/Conclusions: The Clean Water Act limited some 
communities from requesting waivers by providing a prohi- 
bitive time limit for initiating such requests. It also provided 
that communities without existing marine outfalls were 
ineligible for the waivers. EPA restricted the issuance of 
waivers through complex waiver regulations and extensive 
information requirements, The costs involved in submitting 
a completed application for waiver were excessive. In addi- 
tion, Federal funding was not provided for waiver studies. 
The scientists that GAO consulted believed that the stand- 
ardized application and review process which EPA uses for 
all communities, irrespective of size and type of discharge, 
is not well suited to the waiver provision. A stratified ap- 
proach was suggested which would take size and type of 
discharge into consideration. This would focus more atten- 
tion on dischargers that have the most potential to harm the 
environment while allowing others to receive the waivers 
promptly. Immediate action by EPA and Congress would 
save billions of dollars in unnecessary expenditures. 
Recommendations: Congress should amend the Clean Wa- 
ter Act of 1977 to allow for a continuous secondary treat- 
ment waiver process for all coastal communities where the 
communities have shown that the risk of environmental 
damage is minimal. In particular, Congress should (1) elim- 
inate the requirement that treatment facilities must have an 
existing marine outfall to qualify for a waiver; (2) remove the 
statutory deadline for filing waiver applications and provide 
for a continuous waiver process; and (3) indicate that the 
waiver provision is not intended to preclude communities 
already achieving secondary treatment from obtaining 
waivers in cases where primary treatment is both cost effec- 
tive and environmentally sound. The Administrator of EPA 

should, if Congress takes action to allow for a continuous 
waiver process, require step 1 facilities planning grant appli- 
cants for sewage treatment facilities in coastal areas to con- 
sider discharging primary wastes into marine waters as an 
alternative to secondary treatment. The Administrator of 
EPA should, if Congress takes action to allow for a continu- 
ous waiver process, experiment with ways of providing tech- 
nical help to small coastal communities so that they can ap- 
ply for secondary treatment waivers, The Administrator of 
EPA should, if Congress takes action to allow for a continu- 
ous waiver process, revise the waiver application process to 
obtain a more stratified approach that differentiates be- 
tween communities based on the population served, the 
type of waste being discharged, and the ability of the receiv- 
ing water to assimilate the wastes so that simpler applica- 
tion procedures are used for communities that primarily 
have domestic wastes and little or no industrial wastes. The 
Administrator of EPA should revise the EPA definition of 
best practicable wastewater treatment technology to allow 
for primary discharges into marine waters for communities 
that have waivers. 

Agency Comments/Action 

In its March 1981 response, EPA said that it generally 
agreed with many of the GAO proposals and believed that 
the report treated a number of issues on marine outfalls in a 
sensible manner. It also believed that more cost and en- 
vironmental data should be developed before the waiver 
provision is reopened and expanded. On September 8, 
1981, EPA tentatively approved waivers for six treatment 
plants in five coastal communities; the waivers would save 
$500 million in capital costs for treatment equipment. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

Unless the law is changed, coastal communities may be un- 
necessarily spending enormous amounts of capital, without 
receiving any substantial improvements to water quality. 
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ENVIRONMENTALPROTECTIONAGENCY 
Wyoming Wastewater Treatment Facility Proves Unsuccessful 
(CED-N-94, 6-15-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Water Pollution Control Act Amendments of 1972 (Federal) (P.L. 92-500). Clean Water Act of 1977 
(P*L 95-217). - 

Pursuant to a congressional request, GAO investigated the 
circumstances surrounding the failure of the wastewater 
treatment facility in Thayne, Wyoming. 
Findings/Conclusions: The $1 .I 5 million facility is now be- 
ing used by 106 sewage hookups in Thayne while the Star 
Valley Cheese Corporation (SVCC), for which the facility was 
principally designed, discharges its wastes directly into the 
local waterway. Throughout its history, the facility has been 
beset by problems. The spray irrigation system selected for 
the project was high-risk because it tended to ice up in the 
harsh winters and needed a high level of operation and 
maintenance. SVCC continually overloaded the facility’s ca- 
pacity to treat wastes. The project design was deficient in 
that both the storage pond and the land on which the treat- 
ed wastewater was sprayed were too small. The construc- 
tion company did a poor job: liners of the storage pond 
were improperly installed and the land receiving the sprayed 
water was improperly prepared. Operation and mainte- 
nance activities were neglected, and most of the new con- 
struction items provided for in a grant amendment were 
never installed. The system did not function properly to al- 
leviate the severe odor problems caused by the SVCC high 
discharge levels. Because the Environmental Protection 
Agency (EPA) did not adequately monitor the project: more 
than $11,000 in industrial cost recovery payments made by 
SVCC were not collected from Thayne; Thayne used 34 
percent of the modification and repair funds for architectur- 

al and engineering services, an amount far in excess of the 
grant agreement; and EPA may have overpaid the construc- 
tion, repair, and modification costs by about $95,000. 
Recommendations: The Administrator of EPA should re- 
quire the Region VIII regional administrator to collect from 
Thayne the funds due the Federal Government for industri- 
al cost recovery payments. The Administrator of EPA 
should require the EPA Inspector General to perform a 
comprehensive and detailed audit of all costs associated 
with the Thayne project, If ineligible or unsupported costs 
are found, EPA should recover these amounts. 

Agency Comments/Action 

EPA agreed to adopt the GAO recommendations on col- 
lecting the industrial cost recovery payments and to per- 
form a detailed audit of all Thayne project costs, as re- 
sources permit. 

Appropriations 

Construction grants - Environmental Protection Agency 

Appropriations Committee issues 
EPA must carry out a strong oversight role over grantees, 
particularly small grantees such as Thayne which lack tech- 
nical expertise and face higher per capita costs of building 
and maintaining sewage treatment facilities. 



EPMRONMENTAL, PROTECTION AGENCY 

EPA’s New Research Controls: Problems Remain 
(CED-M-124, 7-14-H) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Environmental Research, Development, and Demonstration Authorization Act of 1978. P.L. 95-155. 

External and internal criticism prompted the Environmental 
Protection Agency (EPA) to take various steps in 1978 to 
improve research controls. GAO evaluated the degree to 
which EPA took action to implement its new research con- 
trols and how these new procedures resolved previous re- 
search planning and management problems. 
Findings/Conclusions: The GAO review of the new pro- 
cedures and practices of EPA indicates that, although prog- 
ress has been made, more still needs to be done. Because 
of the new research committees, communications between 
researchers and users have improved and the responsive- 
ness of research findings to program needs is better than it 
was in the past However, in many cases, the committees 
have not achieved agreement between researchers and the 
program offices concerning strategies and research to be 
performed. Draft and finalized strategies which GAO re- 
viewed varied greatly in scope, detail, and presentation of 
program office needs and planned research activity. The 
relevance to program office needs of many currently 
planned research projects has been questioned without sa- 
tisfactory resolution. Unless research groups formally agree 
that planned research will reasonably meet EPA priority reg- 
ulatory needs, criticism of EPA research will continue. Re- 
search committees need to be kept apprised of significant 
modifications in the conduct of planned research. GAO 
found that none of the research committees it reviewed is 
performing this monitoring function. Ex%ting monitoring 
systems are inadequate because they are either inoperative 
or do not contain sufficient data to effectively monitor proj- 
ects. Assuring quality research is a difficult task but gen- 
erally accepted standards include peer review and publica- 
tion of research results in scientific journals. EPA has made 
significant progress regarding peer review and publication 
of final research results, but more needs to be done. 
Recommendations: The EPA Administrator should require 

all research committees to develop approved strategy do- 
cuments. The EPA Administrator should require strategy 
documents to include both a long-term strategic outlook 
and a shorter term, more detailed, overview of program of- 
fice needs and planned Office of Research and Develop- 
ment (ORD) responses. The EPA Administrator should re- 
quire that the technical information plan include all ongoing 
research outputs agreed to via the research committee 
planning process, with the names of specific research users 
identified. The EPA Administrator should require research 
committees to monitor research progress and implementa- 
tion plans and ensure that research users are kept apprised 
of research progress. The EPA Administrator should estab- 
lish procedures that require regulatory offices and labora- 
tories to agree before projects are started that the approach 
and timing of research projects are reasonable to meet in- 
tended needs. The EPA Administrator should require ORD 
progress reports to identify specific research users for all 
program-related projects and require these reports to be 
distributed to the specific users. The EPA Administrator 
should reinstate the Project Tracking System to include the 
names of specific users for all program-related projects. 
The EPA Administrator should require external peer review 
of all research strategies and ensure consistent peer review 
of extramural and in-house research proposals. 

Agency Commewts/&%on 

Official agency comments were not obtained, and the 
50-day report has not been received. 

Appropriations 

Research and development - Environmental Protection 
Agency 
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ENVIRONMENTAL PROTECTION AGENCY 

Solid Waste Disposal Practices: Open Dumps Not Identified; States Face Funding Problems 
(CED-81-131, 7-23-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Solid Waste Disposal Act Resource Conservation and Recovery Act of 1976 (P.L. 94-580). Safe 
D&king Water Act (P.L 93-523). 

GAO was requested to review the status of State solid waste 
management plans, the conduct of the open-dump inven- 
tory, and the impact of reduced funding on State solid 
waste activities. 
FlndingsGonclusions: GAO found that over $47 million 
was awarded to States from October 1977 to March 1981 
to develop State solid waste management plans and to con- 
duct an open-dump inventory. However, plan development 
has been slow. No State plans have been approved by EPA 
as of June 1981. The open-dump inventory published by 
the Environmental Protection Agency (EPA) in late May 
1981 is incomplete and is not the management tool intend- 
ed to apprise Congress and the public of the overall magni- 
tude of solid waste land disposal problems throughout the 
Nation. Funding for State grants is authorized through fiscal 
year (FY) 1982; the EPA proposed budget does not provide 
funding for Fy 1982 because EPA expects the States’ pro- 
grams to be self-reliant and self-supporting by then. The 
States believe that, if additional Federal funding is not pro- 
vided, their solid waste efforts, including implementing the 
State solid waste management plans and continuing the 
open-dump inventory, will be significantly curtailed. EPA 
has encouraged the States to explore alternative funding 
sources to finance State programs as Federal financial as- 
sistance was gradually being phased out 

Recommendations: The Administrator of EPA should en- 
courage the States to submit the names of all disposal facil- 
ities not meeting one or more of the EPA criteria for classi- 
fying disposal facilities. After receiving the data from the 
States, the Administrator should publish an inventory of all 
facilities which do not meet the EPA criteria. The Adminis- 
trator of EPA should provide to all State solid waste man- 
agement agencies comprehensive reports on those States 
that the Administrator believes have developed alternative 
sources of funding to the point that State solid waste man- 
agement programs are considered self-reliant and self- 
supporting. Such reports can serve as guides to encourage 
all States to develop self-reliant and self-supporting solid 
waste management programs. 

Agency Comments/Action 

EPA had not provided its official 60-day response to this re- 
port as of September 28, 1981. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 



ENVIRONMENTALPROTECTIONAGENCY . 
Hazardous Waste Facilities Within interim Status May Be Endangering Public Health and the Environment 
(CED-81-158, 9-28-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (0304) 
Legislative Authority: Resource Conservation and Recovery Act of 1976. 

When the Resource Conservation and Recovery Act was 
enacted, the Environmental Protection Agency (EPA) was 
directed to develop regulations governing hazardous waste 
facilities. After much delay, EPA finally issued interim status 
requirements outlining minimum national requirements. 
GAO was requested to determine: (1) the extent to which fa- 
cilities with interim status meet the EPA requirements; (2) 
whether the requirements developed by EPA are sufficient 
to protect the public health and welfare; and (3) how effec- 
tively and thoroughly EPA is monitoring and enforcing 
these requirements. The review focused on activities per- 
formed by EPA and six selected States. 
Findings/Conclusions: GAO found that: (1) not all facilities 
which store, treat, or dispose of hazardous waste were in- 
cluded by the interim status process or that facilities with in- 
terim status meet the regulations and requirements; (2) the 
regulations that were issued were largely administrative and 
nontechnical and were not intended to provide complete 
health and environmental protection; and (3) monitoring 
and enforcement of the regulations has been limited in that 
only a limited number of inspections have been performed 
by EPA and the States, the inspections resulted primarily in 
the issuance of compliance orders for administrative viola- 
tions, and the number and amounts of fines levied have 
been small. EPA performed little followup to determine if all 
existing hazardous waste facilities, required by regulations, 
submitted applications. The interim status application proc- 
ess was not designed to determine compliance with the 
regulations and requirements, and the applications sought 
lie information which could have been useful to EPA in 
determining problem areas and inspection needs. 
Recommendations: The Administrator of EPA should direct 
that additional followup be made to identify that all facilities 
subject to the Resource Conservation and Recovery Act and 
that treat, store, or dispose of hazardous waste are included 

in the interim status control program. The Administrator of 
EPA should direct that additional review be made of the in- 
terim status application data provided by the facilities and, 
where necessary, clarifying information be obtained to iden- 
tify facilities warranting additional investigative effort. The 
Administrator of EPA should direct that a determination be 
made as to the additional staffing needs, if any, for the inter- 
im status program and that options be developed as to how 
such staff can be obtained. The Administrator of EPA 
should direct that increased emphasis be placed on en- 
forcement efforts including emphasis on technical viola- 
tions at interim status facilities so that assurances can be 
provided that hazardous waste facilities meet at least 
minimum national requirements for hazardous waste man- 
agement. The Administrator of EPA should direct that the 
level of inspections needed for full implementation of the 
EPA enforcement role and the necessary staff assistance to 
carry out the enforcement role be determined. 

Agency Comments/Action 

EPA had not provided its official 60-day response to this re- 
port by October 20,198l. The EPA response is due on No- 
vember 27, 1981. 

Appropriations 

Abatement, control, and compliance - Environmental Pro- 
tection Agency 

Appropriations Committee Issues 

Because of the seriousness of the hazardous waste prob- 
lems facing the country, the Committees should monitor 
EPA efforts to determine appropriate staffing needs for the 
interim status program and EPA success in obtaining such 
staffing if required. 



Equal Employment Opportunity Commission Needs To Improve Its Administrative Activities 
(HRD-81-74, 4-21-81) 

Budget Function: Nondiscrimination and Equal Opportunity Programs (1006) 
Legislative Authority: Civil Rights Act of 1964 (42 U.S.C. 2000e). EEOC Order 321. Treasury lmprest Fund Manual 3. 
Treasury lmprest Fund Manual 1008. 

The Equal Employment Opportunity Commission (EEOC) 
reorganized its field offices. It eliminated the regional offices 
and litigation centers and transferred their functions to 22 
enlarged district offices and 25 area offices. Each district of- 
fice has an operations service unit which provides adminis- 
trative support, with headquarters guidance, in such matters 
as budgeting, personnel, supplies, and maintenance d 
records and a reporting system. GAO undertook a general 
review of the administrative activities of EEOC partly in 
response to complaints received alleging abuses in this 
area. GAO wanted to assess how well the district offices’ 
operations services units were carrying out their activities 

and how adequate and useful were the supervision and 
guidance they received from headquarters. GAO looked 
into the full range of EEOC administrative activities, includ- 
ing procurement practices, furniture and equipment use 
and control, imprest funds, personnel activities, and re- 
source allocations. 
Findings/Conclusions: The operations services units in the 
Indianapolis and Cleveland district offices were not fully car- 
rying out their administrative functions. This was partly at- 
tributable to inexperienced staff, insufficient training, and 
key personnel concentrating on only certain tasks. The 

problems in staffing the unit chiefs’ positions, the limited 
work done by the program analysts, and problems in per- 

sonnel activities were echoed in EEOC officials’ comments 
about the units in other district offices. The Indianapolis and 
Cleveland legal units were overstaffed, and this might be 
true elsewhere. EEOC headquarters authorized district of- 
fices to acquire certain office equipment, such as word 
processing and micrographic equipment The equipment 
has not been used enough to justify its purchase or contfn- 
ued lease. The two district offices lacked controls over the 
accountability for office furniture and equipment. They nei- 
ther required receipts when portable equipment was issued 
to employees nor maintained adequate inventory records 
for property or affixed required Federal ownership tags to all 
furniture or equipment. The imprest funds in the two district 
offices were not administered in accordance with the De- 
partment of the Treasury requirements. Fund levels exceed- 
ed needs, and quarterly cash verifications were not made. 
These conditions may also exist at other district offices. 
Wecomrnendatione: The EEOC Acting Chairman should 
direct the Executive Director to have unneeded leased word 
processing equipment and other eqtiipment returned to the 
lessors. The EEOC Acting Chairman should direct ihe Ex- 
ecutive Director to expedite the completion of audiovisual 

training materials. The EEOC Acting Chairman should 
direct the Executive Director to ensure that, in the reorgan- 
ized operations services units, adequate training is provided 
to staff. The EEOC Acting Chairman should direct the Ex- 
ecutive Director to ensure that, in the reorganized opera- 
tions services units, all required tasks are performed by the 
assigned staff. The EEOC Acting Chairman should direct 
the Executive Director to ensure that, in the reorganized 
operations services units, performance is monitored by the 
Office of Administration. The EEOC Acting Chairman 

should direct the Executive Director to reassess district of- 
fice legal units’ resource allocation and potential workload 

and adjust their staffs as appropriate. The EEOC Acting 
Chairman should direct the Executive Director to institute 

controls to ensure that equipment is purchased only after 
needs have been assessed and alternatives considered. 

The EEOC Acting Chairman should direct the Executive 
Director to ensure that accurate property inventory records 
are established, maintained, and monitored at its offices as 
soon as possible. The EEOC Acting Chairman should 
direct the Executive Director to ensure that district offices 
administer their imprest funds in accordance with Treasury 
regulations by reviewing all offices’ imprest fund use and 
reducing their fund levels to the amount needed for 2 
months. The EEOC Acting Chairman should direct the Ex- 
ecutive Director to ensure that district offices administer 
their imprest funds in accordance with Treasury regulations 
by emphasizing to office directors the need for quarterly 
cash verifications. The EEOC Acting Chairman should 
direct the Executive Director to ensure that, in the reorgan- 
ized operations services units, qualified persons are as- 
signed to key positions. 

Agency Comments1A@tio?l 

EEOC agreed with the recommendations and has taken ac- 
tion to (1) adopt standards for timely processing of suits, 
and (2) dismiss, not seffle, charges lacking reasonable 
cause. EEOC is developing plans to respond to the remain- 
ing recommendations. 

Administration - Equal Employment Opportunity Commis- 
sion, Office of Administration 
Administration - Equal Employment Opportunity Commis- 
sion, Office of Field Services 



EXPORT-IMPORTBANKOFTHEUNITEDSTATES 
Policy Needed at Eximbank for Financing Aircraft Spare Parts and Other Support Items 
(ID-81 -55, 7-31-81) 

Budget Function: International Affairs: International Financial Programs (0155) 

Pursuant to a congressional request, GAO reviewed the use 
of credit memorandums in connection with aircraft loans 
approved by the Export-Import Bank (Embank). Credit 
memorandums, granted by manufacturers as concessions 
in negotiating these sales, enable buyers to obtain spare 
parts, ground equipment, training, and other support items 
for aircraft at no additional cost. The loans reviewed in- 
volved two foreign companies and represented well over 50 
percent of the costs for the aircraft support items. 
FlndingslConclusions: GAO stated that support items gen- 
erally have much shorter lives than the aircraft itself, and al- 
ternative types of financing would be more appropriate for 
the purchase of these items. GAO believes that excessive ti- 
nancing for support items on the same long-term basis as 
the major capital item does not contribute to the efficient al- 
location of Eximbank’s funds. GAO concluded that, in 
periods of restricted lending, it is especially important for 
Eximbank to use available resources as effectively as possi- 
ble in assisting U.S. manufacturers to compete for com- 
mercial aircraft sales. 

Recommendations: The Export-Import Bank should estab- 
lish a policy limiting the amount of spare parts and other 
support items that may be included in its direct long-term 
financing for commercial aircraft sales, and it should delay 
disbursement of loan funds for items obtainable with credit 
memorandums until the memorandums are used. 

Agency Comments/Action 

Eximbank officials generally agreed that the Bank should 
establish a new policy for financing aircraft spare parts and 
other support items and said that the recommendations 
would be considered. However, they believe that it would be 
an additional administrative burden to withhold disburse- 
ment of loan funds until credit memorandums are used. 
GAO does not believe that it would create an unreasonable 
administrative burden on the staff. 



FEDERAL COMMUNICATIONS COMMISSION 

FCC Did Not Act in the Government’s Best Interest in Acquiring Leased Space 
(PLRD-81-39, 6-26-81) 

Budget Function: General Government: Genera1 Property and Records Management (0804) 
Legislative Authority: Property and Administrative Services Act (40 USC. 471 et seq.). Economy Act (40 USC. 278a). 

GAO completed a review of five leases for office space 
which the Federal Communications Commission (FCC) 
negotiated under its independent leasing authority. GAO 
also reviewed the proposed terms and conditions of two ad- 
ditional leases which FCC had planned to enter into for 
consolidated office space. The FCC independent leasing 
authority is set to expire in September 1981, pending con- 
gressional action on the continuing resolution for its fiscal 
1981 appropriation. In addition, FCC voted to defer action 
on the consolidated office space until the Senate confirmed 
the appointment of an FCC chairman. 
Findings/Conclusions: GAO found several instances in 
which FCC did not fully follow Federal procurement policies 
and procedures or did not act in the Government’s best in- 
terest in exercising its independent leasing authority. FCC 
did not prepare and issue a formal solicitation for offers for 
each lease setting forth space requirements and proposed 
terms and conditions. FCC agreed, or proposed to agree, to 
escalation of base rent according to a formula tied to annu- 
al increases in the Consumer Price Index. This type of esca- 
lation is contrary to General Services Administration (GSA) 
and Postal Service policy. FCC did not include certain 
standard Government lease clauses, such as the Economy 
Act limitation on annual rent. FCC also agreed to a provi- 
sion on arbitration that appears to be inconsistent with a 
Comptroller General decision. FCC did not maintain nego- 
tiation memorandums and other standard forms and did 
not follow procedures prescribed by Federal procurement 
regulations as used by GSA. These deficient practices 
stemmed primarily from the FCC lack of leasing expertise 
and its failure to properly use the expertise and advice of its 
contracting officer. GAO believes that placing the function 
of the contracting officer at a higher level within the Office 
of the Executive Director would ensure that he is fully in- 
volved in leasing operations and would prevent the current 
deficient practices. FCC also exceeded its authority by 
entering into or planning to enter into multiple-year leases 
contingent solely upon the availability of appropriations. 

Recommendations: The FCC should, in any future acquisi- 
tions of leased space, follow the Federal procurement poli- 
cies and procedures which GSA has implemented in its 
leasing program. This will encourage maximum cornpeti- 
tion and ensure acquisition of space to the best advantage 
of the Government. At a minimum the Commission should 
(1) prepare and issue a formal solicitation for offers setting 
forth space requirements and proposed lease terms and 
conditions; (2) include in all negotiations all standard con- 
tract clauses used by GSA to implement statutory require- 
ments or to protect the Government’s interests; (3) decline 
to accept lease provisions permitting annual escalation of 
base rent unless GSA accepts and implements such prac- 
tices as standard Government policy; and (4) maint.ain in 
the lease files memoranda showing price and related nego- 
tiated lease terms and conditions. To ensure that these poli- 
cies and practices are enforced, the FCC contracting officer 
should be fully involved in the leasing process, including so- 
licitation for offers, negotiation of lease terms and rental 
rates, and contract award and administration. The FCC 
should not exceed its authority by entering into multi-year 
leases. 

Agency Comments/Action 

FCC said that it will rely on GSA for satisfaction of its office 
space requirements. 

Appropriations 

Salaries and expenses - Federal Communications Commis- 
sion 

Appropriations Committee Issues 

In granting FCC authority to lease in future annual appropri- 
ations, the Committees should stipulate that FCC follow 
Federal procurement policies and procedures when ex- 
ercising independent leasing authority. 
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FEDERAL COMMUNICATIONS COMMISSION 

Legislative and Regulatory Actions Needed To Deal With a Changing Domestic Telecommunications Industry 
(CED-81-136, 9-24-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Leaislative Authoritv: Communications Act of 1934 (47 U.S.C. 151 et seq.). H.R. 6121 (97th Cong.). S. 898 (97th Cong.). 
77-FCC 2d 384 (1980). B-200146 (1980). 

The Federal Communications Commission, supported by 
the courts, has issued a series of decisions which have al- 
lowed competition into the manufacture of telecommunica- 
tions terminal equipment and into the interstate provisions 
of telecommunications services. GAO conducted a review 
to evaluate the Commission’s program for regulating 
domestic telecommunications common carriers in light of 
the changing industry structure. 
Findings/Conclusions: Commission monitoring of the still- 
changing telecommunications industry structure would 
provide a basis for determining which carriers are dominant 
and which programs and policies can be applied to these 
carriers and would enable the Commission to measure its 
effectiveness in encouraging competition. In implementing 
the program of price/earnings regulation, the Commission 
has focused on establishing carriers’ rates of return and has 
paid little attention to carrier investment cost and expenses. 
Uncertainty exists regarding the Commission’s authority to 
authorize the construction of carrier facilities, particularly 
when it extends to carrier switching equipment. Allocating 
costs appropriately amoung various telecommunications 
services is a critical aspect in preventing potential cross- 
subsidy between monopoly and competitive services. The 
Commission has had limited success in implementing its 
broad principle that costs should be fully distributed among 
all services. To develop a long-term costing approach, the 
Commission needs to revise its Uniform System of Ac- 
counts. The Commission has had difficulty in obtaining car- 
riers’ cost data from which it can prescribe a lawful tariff. 
The separate subsidiary approach proposed by the Commi- 
sion does not go far enough in providing for organizational 
restructuring and separation conditions, and the Commis- 
sion has moved too quickly in implementing this approach. 
The Commission has not resolved questions regarding the 
methods and procedures needed to set new depreciation 
rates and the problem of access discrimination. 
Recommendations: If Congress wishes to endorse the de- 
velopment of competition, it should amend title I of the 
Communications Act to direct FCC to rely on competition 
and the private sector to the maximum extent possible to 
achieve the overall goals of the Act. If Congress wishes to 
endorse the development of competition, it should amend 
title II of the Communications Act to allow FCC, upon find- 
ing that it is in the public interest, to exempt any carrier from 
any or all provisions of title II. Congress should clarify the 
FCC facility authorization authority by amending section 
214 of the Communications Act of 1934 to explicitly au- 
thorize FCC to authorize carriers to submit to it for approval 
applications to construct any new facilities or extensions 
thereof which are subject to its regulatory jurisdiction. 
Congress should clarify the FCC facility authorization au- 

thority by amending section 214 of the Communications 
Act of 1934 to explicitly authorize FCC to require carriers to 
file with it long-term facilities construction plans in lieu of, or 
in addition to, such applications and to establish such con- 
ditions and reporting requirements as are necessary to as- 
sure that such plans are followed. Congress should amend 
section 205 of the Communications Act to give FCC the au- 
thority to prescribe an interim tariff based on the cost data 
which a carrier submits in support of its tariff. The interim 
tariff would go into effect at the end of any suspension 
period FCC might designate. The interim tariff should have 
a limited lifespan. During this time, FCC will hold a hearing 
and, at the hearing’s conclusion and based on the data 
presented in the hearing, FCC will prescribe a permanent 
tariff. Congress should amend the Communications Act of 
1934 to establish the basic framework necessary to create 
the existence of nondiscriminatory access conditions. FCC 
should establish within the Common Carrier Bureau an in- 
dustry analysis section whose analyses should provide a 
framework for future Commission decisions for regulating 
dominant and nondominant carriers in light of changing 
market conditions and would enable FCC to measure the 
effectiveness of its policies designed to foster and en- 
courage competition. FCC should initiate a proceeding to 
explore changes needed to facilitate or otherwise improve 
the FCC rate-of-return-setting process for dominant carriers 
including: (1) opportunities for coordinating its rate-of- 
return determinations with those of State public utility com- 
missions; (2) the possible use of formats for presentations 
of cost of equity capital; and (3) methods which could be 
used to adjust carriers’ rates of return between formal rate 
of return proceedings. FCC should initiate a project with 
the Common Carrier Bureau to examine dominant carriers’ 
efficiency and productivity. This inquiry should explore pos- 
sibilities for linking carriers’ rates of return to efficiency and 
productivity gains. FCC should resolve the issues relating 
to the AT&T 1978 apparent excess earnings by completing 
the October 1979 notice of inquiry. FCC should reestablish 
within the Common Carrier Bureau’s Economics Division a 
group with clear responsibility and adequate resources to: 
(1) develop methods for testing the reasonableness of car- 
rier investment costs and expenses; (2) identify and investi- 
gate deviations by carriers from cost standards and recom- 
mend corrective action; and (3) monitor rate base com- 
ponents and recommend action in those cases where the 
amounts appear unreasonable or inappropriate. This 
group’s activities should be fully coordinated with those of 
other groups within the Bureau that have related functions. 
FCC should increase the scope of the Common Carrier 
Bureau’s audit program to enable it to review, appraise, and 
report on carriers’ operations and activities to support the 
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FCC rate of return/rate base regulatory responsibilities. 
FCC should establish a program within the Common Car- 
rier Bureau to improve overall coordination between the 
Bureau’s regulatory activities. including its rate base and ex- 
pense analysis functions and those of State public utility 
commissions, FCC should develop a clear, unambiguous 
cost allocation methodology in the near term by revising the 
Interim Cost Manual to (1) expand the number of service 
categories and (2) develop an independent set of allocation 
factors which would allow minimal carrier discretion in their 
measurement and application. FCC should revise the Uni- 
form System of Accounts to provide a cornerstone for an 
acceptable long-term costing approach. FCC should coor- 
dinate the system of accounts’ development with revision of 
separations procedures and the restructuring of private line 
services. FCC should develop, based on the revised system 
of accounts, a costing approach which aggregates costs of 
a particular service from the bottom up. FCC should initiate 
a proceeding to evaluate the feasibility of using generic 
components in services beyond the private line services 
currently under consideration. To produce a uniform sys- 
tem of accounts, FCC should establish a group consisting 
of accountants, engineers, economists, and attorneys to 
work primarily on the uniform system of accounts revision. 
To produce a revised uniform system of accounts, FCC 
should appoint an individual, with demonstrated leadership 
ability and sufficient knowledge of the project, to head the 
group and give this person clear authorib over the group. 
To produce a uniform system of accounts, FCC should 
develop a timetable establishing a swift but realistic 
schedule for completing the project. FCC should update 
the uniform system of accounts to reflect current technolo- 
gy and business functions and to capture necessary alloca- 
tion data in a form which can be audited and reviewed. As 
part of this effort, FCC should explore opportunities to 
merge the separations process and the uniform system of 
accounts to increase the accountability and reduce the 
overlap in both systems and examine opportunities for 
direct attribution while balancing the benefits of such attri- 
bution with its cost. As a part of implementing any deregu- 
latory scheme for enhanced service and customer premises 
equipment offerings based on the use of fully separated 
subsidiaries, FCC should resolve outstanding costing, ac- 
counting, and depreciation issues which must be imple- 
mented prior to establishing separate subsidiaries. As part 
of implementing any deregulatory scheme for enhanced 
service and customer premises equipment offerings based 
on the use of fully separated subsidiaries, FCC should as- 
semble, organize, and train a staff for the essential tasks of 
monitoring, auditing, and enforcing compliance with its 
structural separation requirements and associated condi- 
tions. As part of implementing any deregulatory scheme for 
enhanced services and customer premises equipment 
offerings based on the use of fully separated subsidiaries, 
FCC should give full and careful consideration to the poten- 
tial benefits to be gained through a requirement of outside 
equity participation in separate subsidiaries and prescribe 
appropriate capitalization and financing arrangements for 
the separate subsidiaries. In using the separate subsidiary 
device for enhanced services and customer premises 

equipment, FCC should adopt an approach which more 
closely approximates true maximum separation. This im- 
plies separate directors, officers, and operating personnel; 
separate books of accounts, records, and reports; separate 
physical facilities and space; appropriate restrictions on the 
rotation of officers and operating personnel among the cor- 
porate entities; and separate subsidiaries performing for 
themselves the bulk of basic operating functions such as 
marketing, advertising, applied research and development, 
procurement, manufacturing, and administrative services 
provided by the parent to the separate subsidiaries on a fully 
cost compensatory, fully auditable basis. In place of a sin- 
gle conglomerate subsidiary for all of the dominant carrier’s 
deregulated enhanced service and customer premises 
equipment offerings, FCC should, in the context of its in- 
tended review of subsidiary capitalization plans, include an 
assessment of requiring the dominant firm to establish mul- 
tiple, fully separated subsidiaries. FCC should initiate a 
proceeding to evaluate the need for structural separation of 
a dominant carrier’s interexchange facilities and activities 
from its purely interexchange operations. Before prescrib- 
ing depreciation rates based on changes adopted in Dock- 
ets 20188 and 79-105, FCC should: (1) develop specific 
procedures for evaluating and monitoring a carrier’s depre- 
ciation rates based on equal life group depreciation; (2) re- 
quire depreciation reserves by vintage for a carrier impe- 
menting equal life group depreciation: (3) identify the re- 
quirement units and methods for depreciating the outside 
plant of station connections; and (4) audit, through random 
selection, the carrier’s division of the station connections 
account. Before implementing its Computer II decision to 
deregulate new customer premises equipment and contin- 
ue regulating embedded customer premises equipment, 
FCC should first identify the depreciation reserve deficien- 
cies by plant account, develop a method for their recovery, 
and establish a framework for deregulating all customer 
premises equipment. FCC should initiate a project within 
the Common Carrier Bureau to develop a long-term plan 
for carrying out the tasks necessary to establish an access 
charges system in light of the framework described in this 
report. It should use this plan as a basis for evaluating the 
need for and desirability of any interim action which it pro- 
poses. 

Agency Comments/Action 

Although the report was recently issued on September 24, 
1981, the Commission has begun to take action during 
ongoing and special Commission meetings held on Oc- 
tober 1 and 7, 1981. 

Appropriations 

Common carrier - Federal Communications Commission 

Appropriations Committee Issues 

Congressional guidance is needed on the relative priority of 
common carrier and other, sometimes competing, regula- 
tory objectives. The Committees should be sure that the 
Commission has sufficient resources to carry out its 
planned efforts. 
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FEDERALEMEZRGENCYMANAGEMENTAGENCY 
Terminating the Audit of the National Flood Insurance Program’s Fiscal 1980 Financial Statements 
(A FMD-81-93, 9-21-81) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (0453) 
Legislative Authority: Flood Insurance Act of 1968 (42 U.S.C. 4001). Government Corporation Control Act (31 USC. 841). 

In July 1980, GAO began auditing the Federal Insurance 
Administration’s (FfA) National Flood Insurance Program 
(NFIP). The objective of the audit was to express an opinion 
on the NFIP fiscal 1980 financial statements. GAO will not 
meet this objective because the Federal Emergency Man- 
agement Agency (FEMA) has been unable to produce 
financial statements for NFlP. Pursuant to Federal regula- 
tions, the GAO report to Congress on NFIP was due April 
15; 6.5 months after the close of the fiscal year. Since that 
date has passed, it is no longer useful for GAO to continue 
auditing the 1980 statements. Accordingly, GAO stopped 
the 1980 audit and redirected its efforts toward a more in- 
depth study of the internal control system. 
Findings/Conclusions: The Government Corporation Con- 
trol Act requires annual financial statements, and NFIP is 
subject to this requirement No financial statements have 
been prepared since the last GAO audit in 1977, and FEMA 
has been unable to supply GAO with satisfactory fiscal 1980 
financial statements. The inability to provide the statements 
was caused by the FEMA Accounting Branch’s failure to 
carry out its accounting control and reporting responsibili- 
ties. FEMA was further deficient in not having personnel 
with the expertise necessary to prepare financial statements 
in accordance with generally accepted accounting princi- 
ples. Additional problems arose because the contract did 
not contain a provision requiring the contractor to account 
for and report transactions in accordance with generally ac- 
cepted accounting principles and the contractor failed to 
maintain proper controls over its financial reporting. FL4 
compounded these problems by failing to adequately mon- 

itor the contractor’s accounting and reporting performance. 
The parties invofved are trying to correct the account bal- 
ance discrepancies. GAO concluded that, although this 
needs to be done, it will not resolve the fundamental 
weaknesses in accounting for NFIP operations. 
Recommendations: FEMA should staff the Accounting 
Branch with qualified accountants and charge them to im- 
prove the NFlP accounting and reporting system. FEMA 
should require the contractor to use an accounting system 
which provides for financial statements prepared in accord- 
ance with generally accepted accounting principles and 
standards. FEMA should require the contractor, as in- 
surance program operator, to establish and maintain 
recordkeeping procedures sufficient to provide FEMA and 
FL4 with accurate, complete, and timely information. FEMA 
should emphasize to FL4 financial monitors that they are 
responsible for insuring that adequate control is maintained 
over Federal funds, and that their duties include monitoring 
all contractor accounting controls and financial reporting 
procedures. 

Agency Comments/Action 

F!3A acknowledged the existence of the problems that 
GAO identified and indicated that a number of actions are 
being initiated to resolve them. 

Appropriations 

Emergency planning, preparedness, and mobilization - 
Federal Emergency Management Agency 



FEDERAL ENERGY REGULATORY COMMISSION 

Federal Energy Regulatory Commission’s Hydroelectric Permitting and Licensing Efforts Are Being Hampered 
by Hybrid Ap&icagons aid Staffing 
(EMD-81-80, 5-26-81) 

Budget Function: Energy: Energy Supply (0271) 
Legislative Authority: Federal Power Act. 

Increases in the price of imported oil have brought renewed 
interest in developing domestic energy resources. One 
such resource is hydropower, the use of which has in- 
creased tremendously over the past few years. Applications 
for preliminary permits have increased rapidly, and the Fed- 
eral Energy Regulatory Commission (FERC) estimates that 
these permits will more than double by September 1981. 
Findings/Conclusions: Even though the number of applica- 
tions has been escalating, FERC has been able to reduce its 
processing time by streamlining the methods used in issu- 
ing permits and licenses. However, GAO recently noted that 
the processing time is beginning to increase again. Two 
problem areas were identified. The first involves an increas- 
ing number of hybrid permit applications. At present, 100 
hybrid cases are pending, and FERC has ruled on only one. 
A review of this area showed that no policy has been 
developed to handle these permits more expeditiously. The 
hybrid preliminary permit issue has presented FEZRC with 
questions which need to be resolved. The second area 
deals with staffing. Staffing has remained stable for the past 
few years while permit and license applications have in- 
creased substantially. In addition, the current budget pro- 
posals would reduce existing staff which could cause an in- 
crease in processing time. 

Recommendations: FERC should (1) evaluate whether in- 
creasing the exemption will result in fewer applications; (2) 
assess the number of preliminary permits which have a 
high probability of resulting in license applications; and (3) 
make an assessment of the minimum number of staff to 
handle the present and projected volume of preliminary 
permits and licenses. The Chairman of FERC should 
expeditiously develop criteria which would set forth the con- 
ditions for awarding preliminary permits under hybrid appli- 
cations. If, upon receiving the information requested by its 
February 1981 public notice inquiry, the Commission can- 
not make a decision on the hybrid issue, it may want to seek 
congressional guidance concerning a clarification of the 
municipal preference clause. 

Agency Comments/Action 

DOE agreed with GAO recommendations but is not sure 
how to develop the criteria needed. At this time, DOE is still 
studying the problem. 

Appropriations 

Operations and regulation - Federal Energy Regulatory 
Commission, Division of Licensing 



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL 

Federal Examinations of Financial Institutions: Issues That Need To Be Resolved 
(GGD-81-12, l-6-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 

Key issues were identified which the Federal Financial Insti- 
tutions Examination Council (Council) must address if it is 
to be successful in developing uniform examination princi- 
ples and standards. Examination philosophies and prac- 
tices followed by five Federal regulatory agencies in exa- 
mining financial institutions were described and the effects 
and differences of the practices noted. The five agencies 
described included the Office of the Comptroller of the Cur- 
rency, the Federal Reserve System, the Federal Deposit In- 
surance Corporation, the Federal Home Loan Bank Board, 
and the National Credit Union Administration. 
Findings/Conclusions: GAO surveyed the practices fol- 
lowed by the agencies in examining the commercial activi- 
ties of financial institutions and found that: (1) there are 
differing practices among and even within agencies regard- 
ing acceptance of examinations made by State regulatory 
agencies in lieu of their own; (2) the agencies have different 
criteria for scheduling examinations which generally do not 
adequately weigh the risks of institutional failure or prob- 
lems against the cost and burden of examinations, with the 
result that some institutions may be examined more fre- 
quently or less frequently than necessary; (3) the use of 
timesaving techniques varies among the agencies; (4) the 
agencies have different policies regarding reliance on insti- 
tutions’ internal review groups, with the result that some 
work that is competently performed by these groups is du- 
plicated; (5) the amount of data included in the examination 
reports varied among the agencies, and some data includ- 
ed in the reports did not appear to be useful to either the re- 
gulator or the financial institution; (6) the agencies place 
varying emphasis on examining management activities in 
the institutions even though there appears to be little differ- 
ence in examination objectives among the five Federal 
agencies; and (7) the agencies have different policies re- 
garding specific guidelines for conducting and document- 
ing examinations. 
Recommendations: The Federal Financial institutions Ex- 
amination Council should develop a system for determining 
the timing of examinations which is based on a perceived 
need to examine rather than on the basis of a static 
timeframe. The Federal Financial Institutions Examination 
Council should develop examination standards which limit 
the amount of detailed work performed during a routine ex- 
amination unless potential problems are detected. The 
Federal Financial Institutions Examination Council should 
develop examination principles which require Federal ex- 
aminers to rely on functions adequately performed by oth- 
ers such as internal and external audit and internal loan re- 
view departments. The Federal Financial Institution Exami- 
nation Council should develop uniform standards for re- 
porting the results of examinations which limit the amount 

of detailed data to that which is necessary for effective su- 
pervision. The Federal Financial Institutions Examination 
Council should develop a Federal GoLfernment-wide policy 
under which Federal regulators, using the criteria, 
developed to assess the quality of examinations performed 
by State agencies, would assess and monitor the quality of 
State examinations and accept examinations that are com- 
petently performed by State agencies in lieu of their own. 
The Federal Financial Institutions Examination Council 
should define the various regulators’ supervisoty role, in 
particular as it relates to the routine and systematic exami- 
nation of management in financial institutions without un- 
safe and unsound financial conditions. The Federal Finan- 
cial Institution Examination Council should prescribe uni- 
form principles and standards consistent with the above 
identified supervisory role and commensurate with an ac- 
ceptable level of risk and cost The Federal Financial Insti- 
tution Examination Council should define, with the guid- 
ance of the congressional legislative oversight committees, 
how forcefully the regulators should promote the establish- 
ment and maintenance of sound management. The Feder- 
al Financial Institutions Examination Council should include 
in its prescribed principles and standards the requirement 
that Federal regulators develop examination procedures 
that clearly identify (1) examination objectives; (2) examina- 
tion tasks required to achieve the objectives; and (3) docu- 
mentation required to fully support report comments, con- 
clusions, and recommendations and to provide a basis for 
supervisory review. The Federal Financial Institutions Ex- 
amination Council should develop criteria for Federal regu- 
lators to assess the quality of examinations performed by 
State agencies, and to monitor the State’s examination pro- 
grams to assess changes which may affect the acceptability 
of the States’ programs for Federal needs. 

Agency Comments/Action 

The Federal Financial Institutions Examination Council 
generally agreed with the issues GAO identified and with the 
GAO assessment that the Council should address these is- 
sues in developing uniform principles and standards. The 
Council, however, questioned whether it was appropriate for 
it to: (1) assess the acceptability of State examinations; and 
(2) establish a Government-wide policy which requires Fed- 
eral regulators to accept examinations that are competently 
conducted by State examiners. While the Council has 
directed one of its task forces to explore ways in which the 
Federal regulators can place greater reliance on State ex- 
aminations, it believes that any final decisions regarding the 
acceptability of State examinations in lieu of Federal exami- 
nations should be made by the Federal regulators. 

517 



FEDERAL HOME LOAN BANK BOARD 

Federal Home Loan Bank Board’s Management of Its Procurement Activities Should Be Improved 
(PLRLMI-ICI, 5-13-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Architectural Barriers Act of 1968 (P.L. 90-480; 42 U.S.C. 4151 et seq.). Home Loan Bank Act (12 
U.S.C. 142 1 et seq.), Public Buildings Cooperative Use Act of 1976. Davis-Bacon Act (Wage Rates). Property and Adminis- 
trative Services Act (41 U.S.C. 254(b)). 41 C.F.R. l-1.002. 41 C.F.R. l-1.004. 41 C.F.R. l-1.405. 41 C.F.R. 1-3.401(b). 41 
C.F.R. 1-8.207(a). 41 C.F.R. l-8.211. 41 C.F.R. 101-19.6. 41 C.F.R. 101-38.1202. 41 C.F.R. 101-38.13. 41 C.F.R. 
101-38.1304. 41 C.F.R. 101-38.1306. 41 C.F.R. 101-39.602. P.L. 89-754. EEOC Management Directive 703. 12 U.S.C. 
1438(c). 

GAO reviewed certain areas concerning the Federal Home 
Loan Bank Board‘s acquisition and management of its new 
headquarters building and certain personnel activities. The 
specific concerns were: whether a food concession agree- 
ment was being administered properly, deficiencies and ir- 
regularities found during an internal audit on the building‘s 
construction, Board compliance with Federal procurement 
regulations in its real property transactions, building code 
violations, compliance with the Architectural Barriers Act, 
controls over employee merit awards, employee travel con- 
trols, and controls over the use of Board vehicles. GAO also 
reviewed the circumstances surrounding the termination 
settlement of a design contract 
Findings/Conclusions: Due to a lack of authority to lease its 
property for commercial purposes, the Board is currently 
seeking a court order declaring the agreement invalid and 
requiring a food concession to vacate its premises. Because 
the matter is in litigation, GAO would not discuss whether 
the concession agreement was being administered proper- 
ly. GAO believes that the Board included all reportable find- 
ings in its audit report on its review of an interior construc- 
tion and finishing contract. The Board terminated a consul- 
tant contract because of problems with time schedules, 
contract overruns, the budget, and coordination with con- 
struction teammembers. The settlement paid included 
claims which were not substantiated as allowable, resulting 
in unnecessary costs to the Board. The Board did not 
adhere to good procurement practices when it designated 
members who were not disinterested employees to a settle- 
ment review board, and did not request its audit office to re- 
view the settlement claim before payment. GAO found that 
the Board did not follow good procurement practices in 
four past procurements. Building inspections have not been 
completed and the building is not fully accessible to the 
physically handicapped. Better controls are needed over 
Board vehicles. However, Board procedures for justifying 
and approving employee awards are properly managed. 
GAO did not review controls over employee travel. 
Recommendations: The Chairman of the Federal Home 
Loan Bank Board should direct the Boards administrative 
office to correct deficiencies found during additional in- 
spections and document such actions. The Chairman of 
the Federal Home Loan Bank Board should require con- 
tracting personnel to adopt and comply with the Federal 
Procurement Regulations on future procurements of real 

and related personal property. The Chairman of the Feder- 
al Home Loan Bank Board should direct Board personnel 
to establish additional controls to ensure the proper use of 
credit cards and vehicles. The Chairman of the Federal 
Home Loan Bank Board should require procurement offi- 
cials to take action, to the extent possible, to bring current 
contracts in compliance with the Federal Procurement Re- 
gulations. The Chairman of the Federal Home Loan Bank 
Board should direct the Board’s administrative office to re- 
quire building inspections for that part of the Board’s head- 
quarters building where insufficient evidence exists to show 
that the building has been inspected and complies with 
GSA building codes. The Chairman of the Federal Home 
Loan Bank Board should direct Board personnel to reduce 
motor pool costs by: ‘(1) determining the number of vehi- 
cles and the operational equipment needed, considering 
applicable Federal Personnel Management Regulation re- 
quirements on mileage and operational equipment restric- 
tions and the cost of other alternatives; (2) devising a more 
efficient system for using vehicles, considering planned dai- 
ly trips on a scheduled basis and limiting use by request to 
only special occasions; and (3) analyzing provisions of 
current leases to determine the most economical way to 
reduce the number of leased vehicles. 

Agency Comments/Action 

The Federal Home Loan Bank Board basically concurred 
with the GAO findings and has taken the following actions: 
(1) implemented or plans to implement additional pro- 
cedures to insure maximum competition, limit sole-source 
procurements, eliminate cost plus percentage of cost con- 
tracts, require legal reviews of contract documents, and es- 
tablish administrative controls to provide constant oversight 
of ongoing contracts; (2) disagreed with any GAO reference 
which questions the safety of the Federal Home Loan Bank 
Board building; (3) removed one telephone from the leased 
vehicles; (4) established instructions and policy to insure 
that vehicles are available to serve the operational needs of 
the Federal Home Loan Bank Board; (5) directed that the 
General Services Administration’s standards be followed 
and lower miles-per-gallon vehicles be leased upon expira- 
tion of current leases; and (6) established additional con- 
trols to insure the proper use of credit cards and vehicles. 
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FEDERAL HOME LOAN BANK BOARD 

Formal Supervisory Process for Savings and Loan Associations Should Be Strengthened 
(GGD-81-91, 9-l 7-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 
Legislative Authority: Home Loan Bank Act (12 USC. 1421). Home Owners’ Loan Act of 1933 (12 USC. 1462). Housing 
Act (12 U.S.C. 1725). Emergency Home Finance Act of 1970 (12 U.S.C. 1451). Financial Institutions Supervisory Act of 
1966 (68 U.S.C. 634). Financial Institutions Regulatory and Interest Rate Control Act of 1978 (12 U.S.C. 226). 

GAO assessed the ability of the Federal Home Loan Bank 
Board to examine and supervise members of the savings 
and loan industry. The effectiveness of the Boards supervi- 
sion of savings and loan associations is extremely critical at 
this time since many industry members are experiencing 
financial difficulties. 
Findings/Conclusions: Despite the increase in the number 
of savings and loan associations that are of supervisory 
concern to the Board, the use of formal supervisory actions 
has declined. This decline is caused by the ambiguity of 
Board policy, the untimely processing of formal actions, 
and the indecisiveness of supervisory personnel. Consider- 
able judgment must be exercised by the supervisory per- 
sonnel as to when and what type of actions should be taken 
against noncomplying or troublesome associations. In 
cases where informal actions are ineffective, stronger for- 
mal actions may be necessary, including cease and desist 
orders and supervisory agreements. However, because of 
policy and processing problems, supervisory agreements 
and cease and desist orders are not readily available for use. 
Consequently, supervisory personnel place greater reliance 
on informal actions. As a result, GAO believes that the 
Board’s ability to supervise its members is reduced. The 
State examiner training program was created to alleviate 
these problems, but it is not adequately controlled and ad- 
ministered by the Board. Consequently, the program is not 
linked to the Board’s goals and is not fulfilling the intent of 
Congress. GAO continues to believe that the Board should 
make the maximum use possible of State examinations and 
reports. However, the Board does not have the necessary 
control to properly administer and manage the plan be- 
cause of the dual Federal and State administration of the 
training program. 

Recommendations: The Federal Home Loan Bank Board 
should: (1) clarify its position on the extent to which formal 
enforcement actions should be pursued in supervising the 
savings and loan industry; (2) delegate to supervisory 
agents the authority to use supervisory agreements for 
problems other than net worth failure; (3) direct the Office 
of Examinations and Supervision (OES) to prescribe uni- 
form principles and standards for supervisory agents and 
OES personnel as to how and when formal supervisory 
tools, including an expanded supervisory agreement, 
should be used; (4) accept the recommendations of the Of- 
fice of General Counsel Compliance Division to eliminate 
prior Board approval for formal investigations and the 
negotiation of consent cease and desist orders; (5) assume 
greater control over the selection of the States from which 
examiners are trained; and (6) select the States on the basis 
of criteria which will give priority to examiners needing train- 
ing from those States participating in or offering the 
greatest potential for participation in joint examination or 
shared report programs. 

Agency Comments/Action 

The Federal Home Loan Bank Board has not yet comment- 
ed on the report 

Appropriations 

Limitation on administrative and nonadministrative expens- 
es - Federal Home Loan Bank Board 

Appropriations Committee Issues 

There is a lack of Federal Home Loan Bank Board control 
over the State Examiner Training Program. 
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FEDERALHOMELOANBANKBOARD 
The Federal Home Loan Bank Board Should Require Organizers of Mutual Associations To Pledge More Sav- 
ings When the Association’s Likelihood for Success IS Questionable 
(GGD-81-92, 9-18-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (0371) 
Legislative Authority: Housing Act (12 USC. 1725). 

A review was conducted to assess the Federal Home Loan 
Bank Board’s (FHLBB) examination and supervisory func- 
tions. The review addressed the FHLBB requirements for 
chartering mutual associations, the Office of Industry Devel- 
opment’s (OID) and the District banks’ analyses of charter 
applications, the Board’s decisionmaking process for char- 
tering new mutual savings and loan associations, the 
FHLBB minimum financial requirements for organizers of 
new mutual associations, and the extent to which the finan- 
cial requirements reflect the associations’ potential for suc- 
cess. 
Findings/Conclusions: The review showed that FHLBB: (1) 
frequently approved applications to organize mutual associ- 
ations when there was disagreement between the OID and 
the district bank about the associations’ ability to succeed; 
and (2) has not required new mutual associations to pledge 

savings higher than the minimum, although the supervisory 
agents recommended such action or disapproval of the ap- 
plication. 
Recommendations: FHLBB should require organizers of 
new mutual associations it charters to pledge accounts in 
amounts greater than the minimum requirement when a 
district bank and OID disagree about the likelihood of an 
association’s success. 

Agency Comments/Action 

Agency comments have not been received. 

Appropriations 

Salaries and expenses - Federal Home Loan Bank Board 



FEDERALMEDIATIONANDCONCILIATIONSERVICE 
The Federal Mediation and ConciZiation Service Should Strive To Avoid Mediating Minor Disputes 
(HR D-81 -14, 1 O-30-80) 

Budget Function: Education, Training, Employment and Social Services: Other Labor Services (0505) 
Legislative Authority: Taft-Hartley Act (Labor). Civil Service Reform Act of 1978 (5 USC. 7101). 29 U.S.C. 142(3). 29 
U.S.C. 152(2). 29 USC. 152(3). 29 USC. 173(a). 29 USC. 173(b). 

GAO reviewed the Federal Mediation and Conciliation Serv- 
ice’s (FMCS) activities to determine whether they were 
within the authority of enabling legislation, and to evaluate 
the adequacy of FMCS management practices for deter- 
mining jurisdiction in a labor dispute and for reporting on 
resources used. GAO focused its analysis on the 19 States 
which have mediation services. FMCS was created to pro- 
mote industrial peace and the Nation’s economic welfare by 
resolving labor disputes through collective bargaining. The 
Taft-Hartley Act provides for FMCS involvement in any labor 
dispute in industries affecting commerce if, in FMCS judg- 
ment, such a dispute threatens to cause a substantial inter- 
ruption of interstate commerce. FMCS is directed to avoid 
attempting to mediate disputes that have only a minor im- 
pact on interstate commerce if State services are available. 
State and local governments are specifically excluded from 
the Act’s coverage. 
Findings/Conclusions: GAO found that FMCS has not fol- 
lowed the criteria provided by statute. FMCS involvement 
was questionable in 103 of the 404 dispute mediation cases 
which were reviewed. FMCS did not make a determination 
of the potential for substantial interruption of interstate 
commerce before it became involved. Instead, FMCS con- 
sidered such factors as the number of employees in the un- 
ion, the potential impact on the local community, whether 
FMCS assistance was asked, and whether FMCS had medi- 
ated the parties’ last dispute. FMCS has not determined 
which States have inadequate mediation services. Sixty-five 
percent of the FMCS workload was in States having media- 
tion services. It had not established the cooperative agree- 
ments with States having mediation services authorized by 
the Act. The Act specifically excludes, by definition, State 
and local governments from FMCS coverage, but FMCS 
has mediated State and local public employee disputes, 
and involvement in these disputes is increasing. About 
one-half of FMCS public sector mediations in fiscal year 
1978 were in States that had legislated procedures to 
resolve State and local public employee disputes. FMCS 
does not have adequate information on the use of its staff 
resources. FMCS needs information on caseload time for 
allocating resources and time, and preparing budget sub- 
missions. FMCS continued involvement in minor disputes 
in States without a mediation service creates a disincentive 
for these States to provide such services. 
Recommendations: Congress should consider the desirabil- 
ity of continued FMCS involvement in minor disputes in 
States without mediation services. If Congress wishes to in- 
crease the involvement of these States in the mediation of 
minor disputes, it should define the FMCS role for en- 

couraging States to establish mediation services. If 
Congress wishes to remove the existing disincentive, it 
should amend the Taft-Hartley Act to direct FMCS to avoid 
mediating any disputes which would have only a minor im- 
pact on interstate commerce. Congress should determine 
whether the FMCS involvement in State and local public 
employee disputes is appropriate. If so, Congress should 
amend the Taft-Hartley Act to specify the conditions under 
which FMCS involvement would be appropriate. If not, con- 
gressional committees should assure that FMCS end its in- 
volvement in State and local public employee disputes. The 
Director of FMCS should monitor the basis for FMCS in- 
volvement in labor disputes to assure that its criteria are 
properly applied. The Director of FMCS should establish 
written cooperative agreements with State and local media- 
tion agencies to define the types of cases each will mediate. 
The Director of FMCS should establish and implement a 
timetable for transferring complete responsibility for medi- 
ating minor disputes to State agencies. The Director of the 
FMCS should establish a system to account for the re- 
sources used on individual and total dispute mediation, 
technial assistance, and public information activities. This 
information should be used in making future staffing level 
decisions and in preparing budget submissions to the 
Congress. The Director of FMCS should require a determi- 
nation that a dispute threatens substantial interruption of 
interstate commerce before FMCS becomes involved in la- 
bor disputes when a State or local mediation service is 
available. 

Agency Comments/Action 

FMCS has commented that it does not agree with the con- 
clusion that FMCS involvement in State and local public 
employee disputes is of questionable legality. It has further 
stated that its involvement in the public sector is both au- 
thorized by statute and is desirable public policy. Conse- 
quently, FMCS has taken no action to lessen its activities in 
public sector disputes. 

Appropriations 

Salaries and expenses - Federal Mediation and Conciliation 
Service 

Appropriations Committee Issues 

The Committees should consider the issue raised in the 
recommendation regarding the FMCS involvement in pub- 
lic employee disputes. 
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FEDERALRESERVESYSTEM 

Federal Reserve Could Improve the Efficiency of Bank Holding Company Inspections 
(GGLM’I-79, 8-18-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Legislative Authority: Banking Act of 1933 (48 Stat. 168). Bank Holding Company Act (70 Stat. 133). Financial Institutions 
Regulatory and Interest Rate Control Act of 1978 (92 Stat. 3683). 80 Stat. 236. 80 Stat. 1760. 

GAO reviewed the Federal Reserve’s bank holding com- 
pany supervision program. The report was done because 
the number of bank holding companies has grown rapidly, 
and the Federal Reserve has made a number of changes to 
improve its supervision and accommodate the increasing 
workload. GAO wanted to determine whether further revi- 
sions in holding company inspection procedures were 
needed. 
Findings/Conclusions: GAO found indications that certain 
operating characteristics of bank holding companies were 
related to the degree of risk to which the company might be 
exposed. The risk seemed particularly high if the holding 
company had credit-extending nonbank activities. GAO 
found that the Federal Reserve may not be adequately ad- 
dressing this risk in determining: (1) what information hold- 
ing companies should be required to report to permit effec- 
tive monitoring and inspection of these activities; (2) when 
to make inspections because of potential problems; and (3) 
how much examination coverage should be given to these 
activities. Moreover, GAO found that in some districts more 
information and expertise may be needed to properly evalu- 
ate nonbank activities. GAO also found that more flexibility 
was needed in the Federal Reserve’s holding company su- 
pervision policy, in addition to exercising more control over 
surveillance actions taken by district banks, Finally, GAO 
believes that the Federal Reserve could further increase the 
efficiency of onsite inspections by relying on bank examin- 
ers to obtain needed bank holding company data during 
subsidiary bank examinations. 
Recommendations: The Chairman, Board of Governors of 
the Federal Reserve System, should clarify inspection fre- 
quency guidelines to encourage district banks to inspect 
holding companies whenever there is a perceived need, re- 
gardless of inspection schedules. In assessing perceived 
need, the district banks should place greater reliance on 
surveillance and give more emphasis to companies which 
have nonbank subsidiaries that extend credit. The Chair- 
man, Board of Governors of the Federal Reserve System, 
should increase expertise in nonbank industries and im- 
prove training and control mechanisms to ensure that the 

risk of holding companies’ nonbanking operations is uni- 
formly and adequately considered in the surveillance and 
onsite inspection processes. The Chairman, Board of 
Governors of the Federal Reserve System, should reassess 
reporting requirements to improve the information available 
on the activities of holding companies’ nonbank subsidi- 
aries, including peer group data for comparative peer group 
analysis. This reassessment should attempt to minimize any 
increased reporting burden by concentrating on collecting 
only those data required for effective holding company su- 
pervision. The Chairman, Board of Governors of the Feder- 
al Reserve System, should establish procedures for evalu- 
ating district bank surveillance activities. Such evaluations 
should prompt establishment of more definitive guidelines 
and criteria for district bank activities and should assure that 
the most appropriate practices, from a programmatic and 
economic standpoint, are adopted. The Chairman, Board 
of Governors of the Federal Reserve System, should revise 
the inspection manual to limit onsite inspection tasks to 
those which are needed in each circumstance. The Chair- 
man, Board of Governors of the Federal Reserve System, 
should develop the concept under which the Federal 
Reserve would request the Federal bank examiners from 
each agency to perform needed holding company tasks in 
the course of their bank examinations. GAO recognized that 
this concept will not be appropriate in all cases and that its 
use will depend upon timing, examiner capability and avail- 
ability, and the economics of each situation. GAO antici- 
pates that this concept will be most appropriate for holding 
companies that do not conduct nonbanking activities and 
where the holding company and the subsidiary bank man- 
agement are essentially the same. 

Agency Comments/Action 

The Federal Reserve stated that it is reviewing its policies 
and procedures in each of the areas GAO noted as being in 
need of improvement. 
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Review of the General Services Administiafion’s Electric Utility Pntewentim Activities 
(EMD-81-95, 6-12-81) 

Budget Function: Energy: Energy Information, Policy, and Regulation (0276) 
Legislative Authority: Property and Administrative Services Act 

Under the Property and Administrative Services Act, the , 
General Services Administration (GSA) has the manage- 
ment responsibility for ensuring that the Government 
makes economical purchases of public utility services. To 
ensure that utilii rates are reasonable, GSA intervenes or 
authorizes other Federal agencies to intervene in State reg- 
ulatory hearings on retail rate increases proposed by utility 
companies. GAO reviewed the GSA intervention procedures 
and controls and evaluated the adequacy of the methods 
being used to identify significant rate cases, provide guid- 
ance to the GSA technical staff assigned to the cases, coor- 
dinate GSA and other Federal agency intervention activities, 
and report on intervention results. 
Findings/Conclusions: There are four areas in which the 
GSA management procedures or controls for its interven- 
tion efforts could be improved. These areas are: (1) identify- 
ing significant rate cases, (2) providing program guidance, 
(3) delegating intervention activities, and (4) reporting 
results. Because GSA does not have adequate information 
on the cost of services provided by 20 public utility com- 
panies, it was unable to determine whether intervention was 
warranted in 8 of the 45 electric rate cases made during the 
fust half of fiscal year 1981. This information could be col- 
lected from either public utility companies or Federal elec- 
tric consumers. Because the issues involved in the rate 
cases are very complex and technical, GSA must have or be 
able to call upon technical specialists to protect the Govern- 
ment’s interests. While GSA has increased its intervention 
staff, the staff is inexperienced. GSA has not provided the 
guidance needed to analyze other major rate case issues 

which must be addressed by the Government to present 
convincing testimony in State regufatory hearings. GSA has 
not established a procedure for ensuring that its interven- 
tion staff analyzes the information that it requires other 
agencies to provide. Reports of intervention actions are not 
adequate for providing GSA management with a proper 
perspective on the contribution made by the intervention 
staff. 
Recommendations: The Administrator of GSA should direct 
the Commissioner of the Transportation and Public Utilities 
Service to ensure that planned corrective actions are imple- 
mented to ( 1) determine the completeness and accuracy of 
GSA information on Federal purchases of public utility serv- 
ices; (2) determine whether it would be more cost effective 
and appropriate to collect additional cost data on these pur- 
chases; and (3) provide guidance to the intervention staff on 
the most significant rate case issue. 

Agency Comments/Action 

GSA has submitted interim Section 236 comments. GSA 
concurs with all report recommendations; however, actions 
on most of recommendations will be taken only if GSA re- 
ceives additional staffing for the program. 

Appropriations 

Operating expenses - General Services Administration, 
Transportation and Public Utilities Service 
Public utilities - General Services Administration, Transpor- 
tation and Public Utilities Service 
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GENERAL SERVICES ADMINISTRATION 

Fragmented Management Hinders GSA Ability To Acquire internal ADP Resources 
(AFMD-81-74, 7-28-81) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Paperwork Reduction Act. OMB Circular A-l 09. 

Since 1977, Administrators of General Services have stated 
that General Services Administration (GSA) internal au- 
tomatic data processing (ADP) equipment is unreliable due 
to age, lack of spare parts, and maintenance. They have 
also stated that plans are underway to competitively replace 
it. Furthermore, they indicated that, once the acquisition of 
the needed ADP equipment was complete, GSA would no 
longer rely on extending its sole-source contract for tele- 
processing services to support internal systems. GAO re- 
viewed GSA plans to: (1) acquire ADP resources to support 
internal data processing requirements; and (2) rely on sole- 
source, noncompetitive extensions contracts for teleproc- 
essing systems. 
Findings/Conclusions: GAO found that the internal ADP 
management of GSA has been unable to acquire the ADP 
resources to replace its old and unreliable ADP equipment 
and to terminate some sole-source contracts. GAO believes 
that this is because GSA lacks necessary ADP management 
expertise. Internal ADP management could develop neither 
a successful long-range ADP plan nor an effective request 
for proposals to acquire the needed ADP resources. In addi- 
tion, internal ADP management did not follow Federal poli- 
cy and regulations in its attempt to acquire these ADP re- 
sources. Another major problem that affects the GSA ability 
to acquire needed ADP resources is the constant attrition in 
its top management In the past, GSA operating philosophy 
was to decentralize responsibility for automated information 
systems. In the view of GAO, centralized authority is neces- 
sary to eliminate fragmented management and oversight 
responsibility. These problems are some of the reasons why 
GSA has, over the past few years, continually relied on 
sole-source extension of ADP contracts to support internal 

systems. The GSA Commissioner of Automated Data and 
Telecommunications Service rescinded the delegation of 
procurement authority previously granted to internal GSA 
ADP management and has now taken over the task of ac- 
quiring, as quickly as possible, the ADP resources neces- 
sary to transfer GSA applications from the current sole- 
source contracts. However, the contracts’ expiration dates 
are a factor, and some extension of these contracts may still 
be necessary. 
Recommendations: The Administrator of General Services 
should reevaluate the internal ADP program and acquisition 
management and then restructure it so that it can effectively 
acquire needed ADP resources. This would include estab- 
lishing an executive ADP management commitee compris- 
ing top management officials from every major organiza- 
tional unit and chaired by the Deputy Administrator. This 
committee should have a written charter setting forth its au- 
thority and responsibilities for the consolidation and in- 
tegration of both functional and technical aspects of agen- 
cywide ADP strategy, and it should work closely with the 
GSA Information Resources Manager. 

Appropriations 

Internal automatic data processing management - General 
Services Administration 

Appropriations Committee Issues 
Because of the magnitude of the internal GSA ADP budget 
and the inability of GSA management to properly acquire 
ADP resources, the Committees should question how the 
budgeted monies are being spent. 

524 



GENERALSERVICESADMINISTRATION 
GSA’s Cleaning Costs Are Needlessly Higher Than in the Private Sector 
(AFMD-81-78, 8-24-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Property and Administrative Services Act. Service Contract Act of 1965. Reorg. Plan No. 18 of 1950. 
OMB Circular A-76. S. 1340 (96th Cong.). H.R. 4477 (96th Cong.). 5 USC. 5343(a). 

GAO conducted a review of the office building cleaning 
services of the General Services Administration (GSA). By 
examining the productivity of GSA custodians and compar- 
ing their performance to that of private sector custodial 
firms, GAO was able to identify areas where improvement 
could yield important cost savings. 
Findings/Conclusiens: GSA is spending considerably more 
than necessary to clean Federal office space. GSA uses its 
own in-house cleaners, contracts for cleaning, and has 
cleaning provided by landlords. At the four regions studied, 
it costs GSA over 50 percent more to clean with its in-house 
staff than with contractors and nearly twice as much as its 
landlords pay to clean leased Federal offices. Low produc- 
tivity and high wages are the primary causes for the cost dif- 
ferentials. GSA has taken littie action to reduce in-house 
cleaning costs. It has not implemented the provisions of an 
OMB circular which requires GSA to contract for cleaning 
when it is more economical to do so. GSA has not complet- 
ed any comparative cost studies or improved the produc- 
tivity of its in-house staff in preparation for the required 
comparative studies. GSA is only slowly converting to con- 
tract cleaning as attrition reduces its in-house custodial 
work force. GSA contractors are required to clean mainly 
during the day despite industry surveys which showed that 
night cleaning is 20 to 30 percent more productive. A GSA 
requirement that cleaning contractors provide a minimum 
number of staff hours on each contract to help ensure qual- 
ity is not accomplishing its objective. It eliminates the incen- 
tive for contractors to improve productivity and save hours. 
Multiyear contracts would provide incentives for contractors 
to maximize efficiency and quality that the present l-year 
contracts do not provide. 
Recommendations: The Administrator of Genera1 Services 
should explore with OMB the use of a streamlined approach 
for making Circular A-76 cost comparisons for cleaning ac- 
tivities. The Administrator of General Services should com- 
plete the cost comparisons required by Circular A-76 as ra- 
pidly as possible to determine whether cleaning services 
should be provided by in-house staff or contract personnel 

and develop a plan to implement the study results. The Ad- 
ministrator of General Services should allow contractors the 
flexibility to clean when they deem it most productive. Day- 
time cleaning constraints should not be imposed unless the 
cost effectiveness can be documented. The Administrator 
of General Services should eliminate the minimum labor 
hour requirement from cleaning contracts. Thorough prea- 
ward surveys and on-site inspections that utilize random 
sampling techniques should be used to ensure quality. The 
Administrator of Genera1 Services should require that clean- 
ing contracts with disadvantaged businesses be obtained at 
a cost reasonably close to that of competitively bid con- 
tracts. The Administrator of General Services should revise 
the set-aside determination for small businesses so that 
large contractors can bid on some cleaning contracts, 
especially those for larger buildings. The Administrator of 
General Services should use renewal options, at least on a 
pilot basis, in cleaning contracts. 

Agency Comments/Action 

The Section 236 response period has not yet elapsed. How- 
ever, the new Administrator of GSA wrote, in his letter in- 
cluded in the published GAO report, of his “shocked” reac- 
tion to the GAO findings and said that he is requiring that an 
action plan be prepared for complying with the GAO 
recommendations. 

Appropriations 
Operation and maintenance - General Services Administra- 
tion, Public Buildings Service 

Appropriations Committee Issues 

The highly inefficient custodial operation needs to be im- 
proved and OMB Cicular A-76 cost comparisons should be 
no longer delayed, but rather expedited immediately. Con- 
tracting out for cleaning should take over in-house opera- 
tions wherever the comparisons indicate an efficiency sur- 
passing the in-house workforce by 10 percent or more. 

. 
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NAPIBNAL ARCHIVES AND RECORDS SERWCE 

Program To Improve Federal Records Management Practices Should Be Funded by Direct Appropriations 
(LCD-80-68. 6-23-80) 

Budget Function: General Government: General property and Records Management (0804) 
Legislative Authority: Economy Act. Federal Records Management Amendments of 1976. 31 U.S.C. 701 (c). 

Several problems were pointed out by a review ‘of the 
records management activities of the National Archives and 
Records Service’s (NARS) technical assistance program 
and its activities for improving Federal records manage- 
ment. NARS provides technical assistance to help Federal 
agencies improve their records management practices. 
This assistance is funded through reimbursements from 
agencies, rather than from appropriated funds. Because of 
the reimbursable nature of the program and the limited 
demand for technical assistance, NARS must aggressively 
market its services to agencies to get projects. In some 
cases, employees paid with appropriated funds were used 
to generate projects. NARS relies on agencies which can 
pay for its services, ignoring its own objective of helping 
agencies become self-sufficient in records management 
practices. NARS does not always follow its policy of requir- 
ing an agency’s staff to participate in technical assistance 
studies in order to learn study techniques. It does not always 
follow up and report the results of its technical assistance 
studies to the Office of Management and Budget (OMB) 
and to Congress. The NARS services are authorized by the 
Economy Act, but its billing methods do not comply with 
the law, as that law provides that funds earned during 1 fis- 
cal year cannot be collected and deposited to the credit of 
appropriations which are current during subsequent fiscal 
years. NARS has not established realistic goals to determine 
which records management areas need priority attention. 
Its staff is spread too thin, working on too many projects, 
and making little overall progress. In spite of the fact that 
conducting agency inspections is one of its most effective 
tools, NARS has not increased the time devoted to this ac- 
tivity. Many of the NARS scheduled training courses have 
had to be canceled due to the lack of participation by Fed- 
eral agencies and the inadequate preparations for courses. 
Findings/Conclusions: Providing direct appropriations for 
NARS technical assistance program would rectify many 
problems. Direct appropriations would allow NARS the flexi- 
bility to better direct its technical assistance program and to 
develop a balanced approach to its records management 
program. Furthermore, GAO believes that, because agen- 
cies pay for NARS studies and because of the NARS need 
to obtain future work to finance its reimbursable staff posi- 
tions, NARS may be reluctant to report the results of its 
studies to OMB and Congress. No policies were found for 
the use of consultants by NARS. The reports resulting from 
several contracts were not used by NARS. NARS should 
make greater efforts to encourage other agencies to con- 
duct records management research studies. 
Recorrsrnendations: The Administrator of General Services 
should direct the Archivist of the United States to request 

direct appropriations for the reimbursable technical assist- 
ance positions; report the results of technical assistance 
studies to OMB and Congress, including both needed im- 
provements and agency actions; direct that the policy on 
agency participation in studies be followed; and revise bil- 
ling and accounting practices for reimbursable technical 
assistance work so that payments are deposited in the prop- 
er appropriation accounts in compliance with 31 U.S.C. 
701 (c). When appropriated funds are received for presently 
reimbursable staff, the Administrator of General Services 
should direct the Archivist of the United States to develop 
policies, plans, and priorities for using NARS staff for techni- 
cal assistance projects or other program activities. To im- 
prove records management activities, the Administrator of 
General Services should direct the Archivist of the United 
States to develop plans and establish priorities for using 
NARS staff resources to better address its records manage- 
ment responsibilities; accelerate development of standards, 
guidelines, and handbooks; develop policies and pro- 
cedures, before awarding any future consulting contracts, 
to ensure that the contracts provide services that contribute 
to NARS records management programs; encourage agen- 
cies to provide more resources for records management 
studies and, if necessary, assert the Federal Records Act au- 
thority to do so; monitor training course attendance to 
determine agency participation and ensure that prepara- 
tions are made to have instructors and materials available 
for scheduled courses; and send copies of inspection re- 
ports to OMB and appropriate congressional committees. 

Agency CemmentdRction 

On August 15, 1980, the Admiiistrator of GSA advised 
GAO that GSA concurs with the findings and recommenda- 
tions and is in the process of implementing the recommen- 
dations. To date GSA has not been able to obtain appropri- 
ated funding as recommended by GAO and the 1983 GSA 
budget does not include the appropriation request 

Operating expenses - General Services Administration, Na- 
tional Archives and Records Service 
Advances and reimbursements - General Services Adminis- 
tration, National Archives and Records Service 

Apprsprietiens Ccmmittee Issues 

NARS could eliminate many of the deficiencies in the tech- 
nical assistance program if the program was funded 
through direct appropriations. In addition, greater visibility 



and accountability to Congress can be achieved by direct 
appropriations for staffing the NARS technical assistance 
program. This would enable NARS to set priorities for using 
its limited resources, thereby maximizing the potential im- 
pa& 



GENERAL SERVICES ADMINISTRATION 

NATIONAL ARCHIVES AND RECORDS SERVICE 

Systematic Review for Declassification of National Security Information--Do Benefits Exceed Costs? 
(LCD-81-3, 10-15-80) 

Budget Funetinn: General Government: General Property and Records Management (0804) 
Legislative Authority: Freedom of Information Act. Privacy Act. Executive Order 11652. Executive Order 12065. P.L. 
951452. 

A review was undertaken of the systematic declassification 
review program provided for in Executive Order 12065. 
Under Executive Order 12065, the National Archives and 
Records Service (NARS) is required to review all classified 
records considered to be of permanent value as they be- 
come 20 years old to determine if they can be declassified. 
One exception is foreign government information, which 
must remain classified until it becomes 30 years old. Addi- 
tionally, the National Security Council is responsible for pro- 
viding overall policy direction for agencies to use in imple- 
menting the Order, and the Administrator of General Serv- 
ices is responsible for implementing and monitoring the 
classification program through its Information Security 
Oversight Office. 
Findings/Conclusions: In its review GAO found that NARS, 
the Central Intelligence Agency, and the Departments of 
Defense, Energy, and State anticipate spending $88 million 
in salaries and benefits during fiscal years 1981 through 
1988 to systematically review information for declassifica- 
tion. Further, GAO found that: (1) there is little chance that 
all 20-year-old classified records will be reviewed by the re- 
quired December 1988 date; (2) NARS inaccurately report- 
ed the results of its declassification reviews for several years; 
(3) a review of only those records requested by the public 
and those expected to be requested would improve respon- 
siveness to public requests and would reduce costs; and (4) 
the General Services Administration’s Inspector General has 
never reviewed the NARS declassification program. 
Recommendations: The Administrator of General Services 
should direct the Inspector General to periodically conduct 

comprehensive reviews of the NARS declassification pro- 
gram. The Administrator of General Services should direct 
the Archivist of the United States to transfer responsibility 
for all declassification reviews to the custodial divisions, 
after modification of the systematic review requirement. 
The Chairman of the National Security Council should draft, 
and submit to the President for approval, a revision to sec- 
tion 3-4 of Executive Order 12065 that would modify the re- 
quirement for the systematic review for declassification of 
all 20-year-old permanently valuable classified information. 
The Administrator of General Services should revise the 
section of form 7096 to show the number of (1) pages re- 
viewed, (2) classified pages reviewed, (3) classified pages 
declassified, and (4) classified pages exempt from declas- 
sification. 

Agency Comments/Action 

The agency did not agree with the recommendations but 
agreed with the intent and objectives. Studies have been 
made, but reports have not been completed. Most attention 
of the Information Security Oversight Office has been 
directed to coordination and drafting a new Executive order 
to replace Executive Order 12065. 

Appropriations 

Operating expenses - General Services Administration, Na- 
tional Archives and Records Service 
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GENERALSERVICESADMINISTRATION 

PUBLIC BUILDINGS SERVICE 

Costs and Budgetary Impact of the General Services Administration’s Purchase Contract Program 
(LCD-80-7, 10-l 7-79) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Public Buildings Act of 1959 (40 USC. 602). Federal Property and Administration Services Act of 
1949 (40 U.S.C. 490). Public Buildinqs Purchase Contract Act of 1954 (P.L. 83-519). Public Buildings Amendments of 
1972 (P.L. 92-313). 

A report compared purchase contracting with funding by 
appropriations (direct Federal construction) and leasing as 
a means for the General Services Administration (GSA) to 
finance the acquisition of space for Federal departments 
and agencies. Specifically, the report compared financial 
benefits and costs, budgetary impact, and secondary im- 
pact on local tax structure, and examined options to and 
possible pitfalls of the General Services 1972 purchase- 
contract program which expired in June 1975. 
Findings/Conclusions: For several years, GSA has relied on 
leasing to meet increased space needs because limited 
funds were available either through or from the General 
Services Buildings Fund. Since the establishment of the 
Fund in 1972, approximately $65 million less per year has 
been available for new building construction than was avail- 
able under direct appropriation. Purchase-contracting also 
helped to fill the growing need for Federal office and agen- 
cy space. Since purchase-contracting permitted GSA to 
borrow construction funds, it avoided the need for large 
single-year appropriations by Congress to fund new con- 
struction outlays and, by accelerating building construction, 
helped avoid some of the inflationary cost pressures on the 
approved projects. Through the sale of participation certifi- 
cates and loans from private investors and the Federal Fi- 
nancing Bank, GSA was able to obtain financing for con- 
struction of 68 buildings. An analysis showed that, from the 
standpoint of the Fund, direct Federal construction is the 
most advantageous alternative for financing space acquisi- 
tion. However, assuming only limited funds are available for 
direct Federal construction, it was suggested that 
purchase-contracting may be the most practicable alterna- 
tive. Although purchase-contracting requires several more 

years than direct Federal construction before generating a 
budget surplus for the Fund and requires the Fund to bear 
the cost of local real estate taxes, it was found to have more 
favorable long-range budgetary impact than leasing. 
Recommendations: If Congress decides that new legislation 
is warranted granting GSA purchase-contract or other addi- 
tional financing authority, it should limit that authority to 
direct loans from the Treasury or the Federal Financing 
Bank. If Congress also decides that the Government should 
pay local real estate taxes on projects constructed under the 
new legislation, and continues to expect the Fund to pro- 
vide adequate resources for construction, it should offset 
the adverse impact of tax payments on the budget of the 
Fund by making either: (1) separate appropriations to GSA 
for taxes; or (2) direct appropriations to the Fund to cover 
tax payments. 

Agency Comments/Action 

No action was required by the agency. 

Appropriations 

Construction, rental of space, and prepayment on purchase 
contracts - General Services Administration 

Appropriations Committee Issues 

The Committees should query GSA about the inability of 
the Federal Buildings Fund to generate funds to: (1) sup- 
port a reasonable level of construction; and (2) bring about 
a meaningful reduction in leased space. 
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GENERALSERVICESADMINISTRATION 

PUBLIC BUILDINGS SERVICE 

GSA Is Overly Restrictive in Its Implementation of the National Urban Policy in Fort Smith, Arkansas 
(LCD-80-26, 12-6-79) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Federal Property and Administrative Services Act of 1949 (40 U.S.C. 490f). 

GAO was requested to review the General Services Admin- 
istration (GSA) proposal to relocate five Federal agencies in 
Fort Smith, Arkansas, to a single location in the downtown 
business district The review covered (1) an evaluation of 
the rationale and criteria used to make the decision, (2) the 
procurement procedures followed to acquire the space, (3) 
the cost of relocating the agencies as compared to their 
remaining at their present locations, and (4) an evaluation 
of the accessibility to the public of the proposed location. 
Findings/Conclusions: Because existing regulations do not 
include criteria on the cost effectiveness of relocating agen- 
cies to the central part of cities, GSA decisions on relocation 
do not consider the cost to the Government of relocation. 
No existing buildings in the central business district could 
provide sufficient space to meet consolidated space re- 
quirements. When newly constructed space was sought, 
GSA found only four sites available in the central business 
district on which a building could be erected. Only one offer 
was received on the space procurement. The GSA cost 
analysis, conducted after the decision to relocate the agen- 
cies was made, revealed that relocation to the downtown 
area would cost about 10 percent more annually than if the 
agencies remained in their present locations. The GAO re- 
view indicated that the costs to consolidate downtown 
would be about 40 percent more annually. If located in the 
central business district, the agencies would be less acces- 
sible to the public when compared to their present loca- 
tions. There is no public transportation in Fort Smith, and 
parking ‘downtown is a major problem. Agency clients pre- 
ferred the present suburban locations. Further, the down- 
town location could create a hardship for the aged and the 

handicapped due to the insufficient parking space and the 
lack of public transportation. GSA needs to improve its cri- 
teria for determining the locations of Federal agencies by 
requiring a cost comparison of the various location possibil- 
ities. The impact which a location has on an agency’s ability 
to carry out its mission should be considered. 
Recommendations: GSA should take steps to ensure that it 
obtains competition to the maximum extent practicable in 
acquiring office space. The Administrator of GSA should 
ensure that the GSA revised space management regula- 
tions include criteria on the comparative cost effectiveness 
of relocating Federal agencies to central business areas or 
other alternatives which can satisfy the agencies’ missions. 
Further, the Admininstrator of GSA should ensure that ex- 
isting relocation criteria be more closely complied with so 
that a relocation does not adversely affect an agency’s abili- 
ty to carry out its mission. 

Agency Comments/Action 

GSA has revised its space management regulations to in- 
clude cost criteria for relocations. 

Appropriations 

Federal Buildings Fund - General Services Administration, 
Public Buildings Service 

Appropriations Committee Issues 

The Committees should ask GSA to explain how the urban 
relocation policy has affected the cost of Federal space. 



GENERALSERVICESADMINISTRATiON 

PUBLIC BUILDINGS SERVICE 

What Has GSA Done To Resolve Previously Reported Problems in Its Constraction Program? 
(PLRD-81-7, 3-27-M) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Architectural Barriers Act of 1968 (P.L 90-480). F.P.R. 1-4.1005-l. P.L 92-582. S. 208 (96th Cong.). 

Several design and construction problems that the General 
Services Administration’s (GSA) Public Buildings Service 
(PBS) has experienced in acquiring Federal buildings were 
reviewed. It is believed that these problems have a potential 
for recurrence. The actions taken to implement recommen- 
dations made in prior reports were also reviewed. 
Findings/Conclusions: PBS has taken, or is taking, actions 
to incorporate improvements previously recommended. It 
has also taken corrective steps on its own initiative. Break- 
downs in communication between PBS and design firms, 
tenant agencies, and construction contractors have been a 
serious problem. Failure to communicate effectively in the 
design phase of a project has shown up in the construction 
phase as project delays, change orders, and cost increases. 
A significant problem area has been construction contract 
design deficiency change orders. Thii was caused by inade- 
quate or ineffective design reviews by PBS. The most visible 
construction problem has been in the area of site excava- 
tion and foundation construction. Testing and inspection 
deficiencies resulted in project delays, foundation problems, 
poor building performance, and vulnerabiiii to contractor 
claims. Actions, or lack of action, by GSA design and con- 
struction management officials have caused contractor 
claims and construction, maintenance, and operation prob- 
lems. GSA has experienced many after-occupancy prob- 
lems relating to design and construction and has attributed 

some project delays and increases in project costs to the 
congressionally mandated authorization procedures and 
the appropriations process. Miscellaneous problem areas 
identified included: the major repairs and alterations pro- 
gram, the present-value cost analyses methods used by 
GSA, and the reuse of vacant or underused Govemment- 
owned facilities. 

Agency Comments/Action 

GSA concurred with the findings and reaffirmed its commit- 
ment for improvement. 

Appropriations 

Federal Buildings Fund - General Services Administration, 
Public Buildings Service 
Real property activities - General Services Administration, 
Public Buildings Service 

Appropriations Committee issues 

The Committees should determine whether GSA has taken 
corrective actions to implement open recommendations 
identified in the report. If no actions have been taken, the 
Committees should determine the GSA reasons for lack of 
corrective action. 
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GENERALSERVICESADMINlSTRATlON 

PUBLIC BUILDINGS SERVICE 

GSA Can Do More To Ensure Leased Federal Office Space Meets Its Firesafety Criteria 
(PLRD-81-8, 5-l-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legislative Authority: Occupational Safety and Health Act of 1970 (P.L. 91-596). Economy Act. 29 C.F.R. 1910. 29 C.F.R. 
1960. Executive Order 12196. Executive Order 12223. GSA Handbook PBS P.5900.2. GSA Handbook PBS P.5920.9. 

As of January 1980, the General Services Administration 
(GSA) was leasing about 66 million square feet of space in 
privately owned and operated buildings. Federal Property 
Management Regulations require GSA to provide 
workspace that equals the accident and fire prevention 
standards contained in the Occupational Safety and Health 
Act of 1970. The regulations also require that all Federal 
agencies be concurrently responsible with GSA for develop- 
ing and maintaining a sound fire prevention program. GAO 
reviewed the GSA management of its firesafety program for 
leased space to determine if GSA: (1) was adequately ad- 
ministering building leases to assure that lessors were com- 
plying with lease firesafety requirements; (2) was including 
all GSA firesafety standards in leases; and (3) was inspect- 
ing adequately and in a timely manner the leased space to 
determine its adequacy for Federal employee occupancy as 
far as firesafety matters were concerned. 
Findings/Conclusions: Buildings with leased space in the 
three regions reviewed contained numerous firesafety defi- 
ciencies, according to GSA criteria. Some deficiencies had 
existed for many years. Thus, Federal employees were 
working in leased space that did not meet the minimum 
tiresafety protection required by the GSA criteria, and the 
Government was not receiving all the firesafety features that 
it should have obtained. The regions were not aware that 
the buildings contained firesafety deficiencies. The process 
for evaluating firesafety conditions in leased space con- 
tained serious flaws in applying firesafety requirements, 
identifying and scheduling buildings for inspection, per- 
forming firesafety surveys, and reporting the results. 
Firesafety inspectors did not realize that they needed to ap- 
ply the requirements of local codes, Schedule B of leases, 
and GSA national firesafety criteria or that it was necessary 
to cite the specific violation or violations in their reports to 
establish liability for corrective action. 
Recommendations: The Administrator of General Services 
should require the Commissioner of the Public Buildings 
Service to initiate action to have the lessors promptly 
correct all firesafety deficiencies in leased space for which 
they are responsible. The Administrator of General Services 
should require the Commissioner of the Public Buildings 
Service to enforce the GSA requirement to include 
Schedules B in leases. Further, any modification of firesafe- 
ty requirements in Schedule B should be justified by the 
contracting officer and should be approved by the Regional 
Commissioner, Public Buildings Service, before being in- 
corporated into the lease. The Administrator of General 
Services should require the Commissioner of the Public 
Buildings Service to require that the current GSA policy for 
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deviating from firesafety requirements be followed. The Ad- 
ministrator of General Services should require the Commis- 
sioner of the Public Buildings Service to establish a pro- 
gram to instruct firesafety inspectors on their responsibrli- 
ties and duties. The Administrator of General Services 
should have the Commissioner of the Public Buildings 
Service determine whether there are similar problems in the 
GSA firesafety program for Government-owned space and, 
if so, take appropriate actions. The Administrator of Cien- 
era1 Services should require the Commissioner of the Public 
Buildings Service to ensure that specific information on the 
amount and location of planned and existing leased space 
is properly sent from the regional acquisition branches to 
the accident and fire prevention branches so that the re- 
quired firesafety surveys and inspections can be made. The 
Administrator of General Services should require the Com- 
missioner of the Public Buildings Service to establish pro- 
cedures to control the prompt correction of firesafety defi- 
ciencies. These procedures should include: (1) defining the 
responsibilities and duties for the personnel of the acquisi- 
tion and accident and fire prevention branches; and (2) 
monitoring the requests for and receipt of firesafety survey 
reports and actions taken by the acquisition branches, 
corrective actions taken by the lessors, and evaluations of 
corrective actions taken by the accident and fire prevention 
branches. In addition, these procedures should be ex- 
plained to the personnel of the two branches in formal train- 
ing sessions. These procedures should also include the le- 
gal actions necessary to require lessors to take corrective 
actions. The Administrator of General Services should re- 
quire the Commissioner of the Public Buildings Service to 
clarify and consolidate existing policies and procedures, 
possibly in a handbook, including how to enforce lease pro- 
visions to assure firesafety deficiencies are corrected. In ad- 
dition, the handbook should cover how to conduct firesafety 
surveys of leased space and how to prepare the report for 
firesafety deficiencies. The handbook should require GSA 
to provide survey reports to interested parties, such as 
tenant agency representatives. 

Agency Comments/Action 

GSA formulated new firesafety criteria for leased space, and 
the criteria have been incorporated into contracting docu- 
ments. GSA was to take action on cited deficiencies in 
leased space, and under an ongoing review of Govern- 
ment-owned space, would attempt to correct deficiencies 
according to their severity and consistent with availability of 
funds. GSA also promised action on other recommenda- 
tions. 



Appropriations 

Operating expenses - Public Buildings Service 

Appropriations Committee issues 

The Committees should be concerned with whether GSA is 
spending Government funds for costs that should be borne 
by lessors. Further, the Committees should question GSA 
regarding the adequacy of funds to be used in correcting 
deficiencies in Government-owned buldings. 
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GENERALSERVICESADMINISTRATION 

PUBLIC BUILDINGS SERVICE 

GSA’s Management of Reimbursable Building Services Needs Improvement 
(PLRD-81-46, 7-8-81) 

Budget Function: General Government: General Property and Records Management (0804) 
Legiktive Authority: P.L. 92-313. 

The General Services Administration (GSA), through its 
Public Buildings Service, charges tenant agencies for space 
and related services in Federal buildings and federally 
leased space. GSA also charges tenant agencies for special 
services which they request beyond the standard level of 
repairs and initial space alterations, building operations and 
maintenance, and physical protection and building security. 
These special services are commonly referred to as reim- 
bursables. 
Findings/Conclusions: Although reimbursable work is the 
second largest source for financing the Federal Buildings 
Fund of GSA, it has not received the status of a major agen- 
cy program. GSA has not assigned anyone overall responsi- 
bility for managing these services. Management is frag- 
mented and responsibility for monitoring quality, prompt- 
ness, and cost varies among and within GSA regions be- 
cause of inadequate control by both regional and head- 
quarters management. Compounding the effect of frag- 
mented management is the lack of clear guidance by the 
Public Buildings Service. Controls are weak and reports 
developed to monitor such services are inadequate or not 
used. Delivery of reimbursable services has been incon- 
sistent. and reimbursements are inconsistent among 
tenants because criteria for determining which services are 
reimbursable are unclear. GSA maintains that reimburse- 
ment is required only for services beyond the standard level 
provided in commercial practice. However, GSA has not 
adequately defined the standard level, and GSA reimburs- 
ables continue to rise. The agency has no criteria for deter- 
mining whether agencies’ requests for protective services a- 
bove those it normally provides are really necessary. 
Although GSA management has been aware of the prob- 
lems it is experiencing in providing reimbursable services, it 
has taken little corrective action. 

Recommendations: The Administrator of General Services 
should require the Commissioner, Public Buildings Service, 
to continually monitor and evaluate the program to improve 
management and ensure the quality of services, the reason- 
ableness and consistency of charges, the soundness of 
controls, and the adequacy and uniform@ of procedures. 
The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to manage re- 
sources in support of the program to ensure that reimburs- 
able requests are justified and that services are promptly 
delivered. The Administrator of General Services should re- 
quire the Commissioner, Public Buildings Service, to pub- 
lish clear criteria for determining what services are reim- 
bursable and procedures for providing them. 

Agency Comments/Action 

GSA furnished an interim response on September 15, 
1981, stating that the recommendations of a GSA task 
force and the GAO recommendations were under review. 
GSA would advise GAO at a later date on its planned ac- 
tions. 

Appropriations 

General Services Administration, Public Buildings Service 

Appropriations Committee Issues 

The Committees should be concerned with whether GSA is 
requiring agencies to pay for services GSA should be pro- 
viding. 



INTERAGENCY REGULATORY LIAISON GROUP 

Grain Fumigation: A Multifaceted Issue Needing Coordinated Attention 
(CED-81-152, 9-10-81) 

Budget Function: Agriculture (0350) 

Despite many years of using fumigants to eradicate insect 
pests from grain and grain products and despite the in- 
volvement of many Government agencies in various facets 
of this activity, fumigant problems remain and much still 
needs to be learned about fumigants and their effects on 
vegetation, pests, and humans. A number of fumigant- 
related problems were identified by GAO, including the 
Federal Government’s fragmented involvement in this area. 
Findings/Conclusions: The work done by GAO disclosed 
that: (1) grain workers are exposed to potentially unsafe 
fumigant levels; (2) workers’ concerns about health as a 
result of fumigant exposure have strained relations between 
some company and union officials and among other parties 
involved in shipping, handling, and storing grain; (3) poten- 
tially harmful fumigant residue has been found in some 
food products; and (4) a need exists for more knowledge a- 
bout fumigants and their effects to either reduce current 
unwarranted anxiety levels or result in documented support 
for stronger, future precautionary measures. GAO further 
pointed out that the Federal approach to the subject is frag- 

mented; each agency often works independently without 
any one agency having a good overview of all that is going 
on. As a result, work may be duplicated among agencies, 
and lines of responsibility are not always clear. GAO be- 
lieves that the Interagency Regulatory Liaison Group, estab- 
lished to allow participating agencies to work closely togeth- 
er on topics that cross agency lines, is a proper forum that 
could bring various agencies together and provide the 
overseer role that is needed. 
Recommendations: The Interagency Regulatory Liaison 
Group should accept grain fumigation as a topic for its con- 
sideration. The Interagency Regulatory Liaison Group 
should assume the role of overseer of the fumigation area 
and publicize this role to its participating agencies and oth- 
ers. The Interagency Regulatory Liaison Group ,hould ad- 
dress the problems discussed and any related issues. 

Agency Comments/Action 

Agency comments have not as yet been received. 
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INTERSTATE COMMERCE COMMISSION 

“Weight Bumping”--Falsifying Household Moving Weights To Increase Charges--What ICC Needs To Do 
(CED-79-75, 5-i-79) 

Budget Function: Transportation: Ground Transportation (0404) 

About 1 million American households which move each 
year are not being protected adequately against the practice 
of “weight bumping” which artificially increases the cost of 
moving. Weight bumping is the falsifying of weights of 
household goods shipments to increase transportation 
charges. 
Findings/Conclusions: The Interstate Commerce Commis- 
sion (ICC) and the moving industry agree that weight 
bumping is a problem; they disagree on its extent. There 
are no ICC regulations concerning weighmasters and scale 
operations and only limited regulations governing weight 
tickets. Accordingly, ICC must rely on State and local 
governments to regulate weighing activities. This reliance 
has serious shortcomings because of insufficient and 
inadequate State and local controls. 
Recommendations: The Chairman of ICC should: direct a 
comprehensive study so that ICC may better measure the 
extent of the problem and thus assign the appropriate level 
of investigative and enforcement action to deal with it: es- 
tablish regulations regarding the weighing of interstate 
household goods shipments to prevent weight bumping; 
and establish unannounced periodic inspections at weigh 
stations with State assistance, and investigations to reduce 

the practice. The Secretary of Defense should direct the Mil- 
itary Traffic Management Command to develop procedures 
for identifying shipments that warrant investigation for pos- 
sible weight bumping and providing the information to the 
proper Defense organizations for investigation. 

Agency Comments/Action 

The new ICC Chairman has indicated that increased en- 
forcement efforts are likely. ICC could increase efforts to 
determine the scope of the problem to measure industry 
compliance with the Household Goods Act. 

Appropriations 

Salaries and expenses - Interstate Commerce Commission 

Appropriations Committee Issues 

The ICC chairman has stated that increased enforcement 
and monitoring effects of the Motor Carrier Act and the 
Household Goods Act are likely to increase staff. ICC is not 
budgeted for such increased staff. 
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INTERSTATE COMMERCE COMMISSION 

ICC’s Enforcement Program Can Be More Effective in Halting Violations and Preventing Their Recurrence 
(CED-80-57, 5-19-80) 

8uclget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Interstate Commerce Act, Part 4 (49 U.S.C. 10101 et seq.). Claims Collection Act (31 USC. 951 et 
seq.). Department of Energy Organization Act (P.L. 95-91). 4 C.F.R. 102.1.4 C.F.R. 102.2. 49 USC. 10901(a). 49 U.S.C. 
10901(g). 49 U.S.C. 11702. 49 U.S.C. 11903-11914. 28 U.S.C. 543. 28 U.S.C. 519. 

The Interstate Commerce Commission’s (ICC) enforce- 
ment program has encountered problems in deterring vio- 
lations of interstate commerce legislation through use of its 
most common enforcement tools; civil penalty settlements 
and court actions. 
Findings/Conclusions: ICC uses civil penalties more often 
that any other enforcement tool, yet they cannot be used for 
some major violations, are not obtained in a timely manner, 
and result in small settlements. ICC could improve the time- 
liness of civil penalty settlements by making sure that its at- 
torneys follow Federal claim collections standards and by 
establishing and implementing policies for terminating 
negotiations. ICC lacks the authority to file civil court actions 
to collect penalties, and some ICC attorneys are reluctant to 
press for higher penalties knowing that if the violator resists, 
the case must be referred to the U.S. attorney for collection. 
Referrals result in only slightly larger average penalties, and 
ICC attorneys believe that referral substantially delays com- 
pletion of the case. The use of court actions, essential to 
stimulate compliance where civil penalties may not provide 
a strong enough deterrent, is limited because of ICC prob- 
lems with U.S. attorneys’ handling of criminal court actions 
and lack of an ICC followup investigation program. Lack of 
a program for timely reinvestigations following successful 
court actions may jeopardize the deterrent value of such ac- 
tions. 
Recommendations: The Chairman, ICC, should uniformly 
follow Federal claim collection standards, establish and 
adhere to specific criteria for terminating settlement nego- 
tiations and initiating court collections in a timely manner, 
and document and use as many identified violations as are 
feasible to support civil penalty claims. Further, the Chair- 
man and the Attorney General, Department of Justice, 
should reach an agreement authorizing ICC attorneys to 
handle civil penalty collections when their out-of-court 
negotiations are exhausted. The Chairman and the Attorney 
General should enter into an agreement which would en- 
sure more timely and effective judicial handling of criminal 
actions. The agreement should designate, where possible, a 
senior ICC attorney in each region with authority to 
prosecute ICC criminal court actions whenever U.S. attor- 
neys’ workloads or other factors prevent timely handling; 
and develop a procedure for bringing unresolved problems 
between U.S. attorneys’ offices and ICC field offices prompt- 
ly to the attention of the Attorney General and the Chairman 
for disposition. The Chairman should establish a followup 
investigation system in each region to timely monitor com- 
pliance of those who have received civil injunctions, con- 
tempt actions, or criminal fines whenever it appears that 
violations may continue or be resumed. Congress should 

amend interstate commerce legislation to (1) make civil 
penalties applicable to all types of motor carrier violations 
as well as to shippers and others that aid and abet these vio- 
lations, and (2) establish a minimum civil penalty for motor 
carrier violations and increase the maximum penalty. 

Agency Comments/Action 

ICC generally agreed with the report findings and recom- 
mendations. However, with regard to handling court actions 
for collection of civil penalties, ICC prefers to seek statutory 
authority for civil litigation in lieu of an agreement with the 
Department of Justice delegating such authorib. GAO be- 
lieves that the recommended agreement is appropriate be- 
cause it could be developed rapidly and could eliminate the 
need for statutory changes. The Department of Justice 
agreed that the present statutory maximum civil penalty 
should be raised and a minimum established. Justice does 
not believe it is necessary to authorize ICC attorneys to han- 
dle civil penalty court collection actions or to facilitate con- 
duct of criminal litigation by designating selected ICC attor- 
neys as standing special assistant U.S. attorneys. Justice 
does not believe there is a problem with delays or declina- 
tions of ICC cases by U.S. attorney’s offices. With regard to 
this latter point, the statistics presented in Justice’s own 
comments indicate a problem exists. The data show that 
over 50 percent of ICC cases currently on hand at Justice 
have been there for a year or more. Justice believes that au- 
thorizing ICC attorneys to handle ICC civil and criminal 
cases would be unsound and would result in a diminution 
of the Department’s ability to perform its basic and tradi- 
tional function of coordinating Government litigation. Jus- 
tice also notes that authority for litigating civil and criminal 
cases as recomended by GAO cannot be delegated under 
existing statutes. GAO disagrees. For civil penalty collection 
cases, Justice could require that ICC attorneys (1) seek the 
advice of U.S. attorneys whenever a civil penalty collection 
action involves issues of construction or constitutionality of 
Federal statutes, or of Government-wide significance; (2) 
provide U.S. attorneys with copies of pleadings, motions, 
and other key legal documents; and (3) take any other 
coordinating actions deemed necessary by the Department. 
Justice had already employed requirements similar to these 
as part of a memorandum of understanding between it and 
the Veterans Administration. For criminal litigation, GAO 
anticipates that Justice could fulfill its coordination respon- 
sibilities by requiring close consultation between the U.S. at- 
torney and the ICC special assistant at the time a decision is 
reached to prosecute a case. The Department could also 
require the special assistant to take other coordinative ac- 
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tions during the course of litigation, such as those men- 
tioned above for civil cases. Recent statements from the 
new Chairman indicate that ICC will be increasing its en- 
forcement efforts. A decision about the ICC enforcement of 
civil penalties is still pending as of October 1, 1981. 

Appropriatlonr 

Salarles and expenses - Interstate Commerce Commission 

Appropriations Committee Issues 

To make ICC enforcement more effective, Congress should 
amend interstate commerce legislation to (1) make civil 
penalties applicable to all types of motor carrier violations 
as well as to shlppers and others that aid and abet these vlo- 
lations and (2) establish a minlmum civil penalty for motor 
carrier violations and increase the maximum penalty. The 
Chairman, ICC, and the Attorney General, Department of 
Justice, need to take various administrative actions to 
strengthen the ICC enforcement program. 



ICC Needs To Eliminate Improper Leasing Practices by Certijkated Motor Carriers 
(CED-81-24, 12-31-80) 

Budget Function: Transportation: Ground Transportation (0401) 
Legislative Authority: Motor Carrier Act of 1980. 

GAO was requested to determine: (1) the extent of leasing 
in the trucking industry; (2) the differences, if any, in serv- 
ices rendered to owner-operators by motor carriers certified 
by the Interstate Commerce Commission (ICC) and those 
rendered by agricultural brokers; and (3) the reasonable- 
ness of the fees charged for those services. GAO analyzed 
financial data collected by ICC from certificated carriers to 
determine whether there were significant profitability differ- 
ences that could be traced to the use of owner-operators. 
GAO also gathered data from truck brokers and certificated 
carriers to determine whether there were significant differ- 
ences in the services provided to owner-operators and the 
costs of providing those services. 
Findings/Conclusions: GAO found that the data collected 
by ICC were not detailed enough to separate certificated 
carriers’ leasing operations from their other activities, and 
neither truck brokers nor certificated carriers could provide 
the cost information needed. GAO confirmed that owner- 
operators received a higher percentage of a shipment’s to- 
tal gross revenue from truck brokers than they received 
from certificated carriers. Certificated carriers claimed they 
kept a greater percentage of the revenue because they pro- 
vided the owner-operator with more services and incurred 
more costs due to regulation. Without reliable cost data, 
GAO could not determine whether these additional services 

and costs justified all of the difference between the fees 
charged by certificated carriers and truck brokers. 
Recommendations: The Chairman of ICC should monitor 
leasing practices by collecting and analyzing the industry 
data necessary to determine whether improper leasing 
practices are continuing under the Motor Carrier Act of 
1980. 

Agency CQmments/Action 

ICC concurred in the report’s recommendation that it con- 
tinue to monitor leasing practices. Toward this end, ICC: (1) 
made major changes in its leasing regulations designed to 
deal with the problems found in the 1977 and 1978 ICC 
leasing studies; (2) initiated a new study on the status of 
owner-operator problems with leasing practices: (3) will 
conduct a series of meetings around the country to serve as 
owner-operator training sessions on all aspects of ICC 
trucking regulation; and (4) will consider the issue of written 
contracts for interstate shipments of agricultural and other 
exempt commodities. 

Salaries and expenses - Interstate Commerce Commission 



LEGAL SERVICES CORPORATION 

Quality Civil Legal Services for the Poor and Near Poor Are Possible Through Improved Productivity 
(FGMSD-79-46, 10-19-79) 

Budget Function: Financial Management and information Systems ( 1100) 
Legislative Authority: Economic Opportunity Act of 1964 (P.L. 88-452). 

The cost to the Federal Government of providing quality 
civil legal services to the poor was compared to the cost of 
comparable services provided by private companies. The 
Legal Services Corporation (LSC), established in 1974 as a 
non-profit corporation, is the chief Federal source of legal 
aid for the poor and near poor. 
Findings/Conclusions: It was found that the majority of 
private prepaid legal plans are employee funded and that 
their services are so different from those of federally funded 
programs that unit costs were generally not comparable; 
however, certain observations were made. Public sector at- 
torney costs averaged $17 hourly while private sector 
charges averaged $40 hourly, including overhead. For rou- 

tine civil matters, the efficiency level was about the same in 
both sectors. As the result of increased automation, signifi- 

cant potential cost and delivery improvements were ap- 
parent in both sectors, particularly where standard, routine 

legal services were concerned. It was suggested that the 
LSC could develop and disseminate legal automation tech- 
niques through a research and demonstration program. 
Besides increasing the cost and delivery potential of LSC 
grantees, such a program would make legal services more 
affordable for middle-income citizens who are currently un- 
able to afford private legal services. The study revealed that 
LSC had no management information systems for obtain- 
ing the data needed to evaluate the cost effectiveness of its 

programs. LSC had begun efforts to develop local and na- 
tional management information at the time of the study, 
and LSC planned to report on its progress by early 1980. 
Recommendations: The president of LSC should improve 
the productivity of civil legal aid by developing and institut- 
ing a research and demonstration program aimed toward 
systemizing and automating the operations of Corporation 
grantees. 

Agency Comments/Action 

The Quality Improvement Project of LSC for systemizing 
and automating the operations of Corporation grantees has 

been unsuccessful. LSC is planning to apply these ap- 
proaches nationwide provided it receives Funding. 

Appropriations 

Departments of State, Justice , and Commerce, the Judicl- 
ary and related agencies 

Appropriations Committee Issues 

When evaluating the LSC budget request, the Committees 
should assure themselves that the cost estimates are realis- 
tic. 



LIBRARY OF CONGRESS 

Library of Congress’ Revolving Trust Funds 
(FGMSD-80-76, 9-24-80) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (1101) 
Legislative Authority: 2 U.S.C. 160. 

GAO reviewed the Library of Congress’ use of its gift au- 
thority to establish revolving funds. 
Findings/Conclusions: The Library has used its gift authori- 
ty to establish at least 24 revolving funds, none of which has 
been specifically authorized by Congress. These revolving 
funds were not properly accounted for by the Library, nor 
were the activities financed by the funds fully disclosed to 
Congress. In establishing the funds, Library officials relied 
on the Library’s authority to accept and use gifts as the 
donor intended. Together these funds generate approxi- 
mately $3.7 million annually in receipts from various activi- 
ties. Among other things, the activities include a photodupli- 
cation service, a recording laboratory, and various publica- 
tions. The Library’s disclosure of these activities in the Fed- 
eral Budget Append& is inadequate, and its accounting, 
budgeting, and reporting of them do not meet prescribed 
procedures. These factors serve to limit congressional 
knowledge of the Library’s revolving funds. 

Recommendations: The Librarian should (1) request specif- 
ic statutory authorization for each revolving fund activity 
currently operated by the Library which generates revenues 
exceeding the scope of the donor’s gift, and (2) implement 
all established accounting procedures and regulations 
governing revolving funds. 

Appropriations 

Gift and trust fund accounts - Library of Congress 

Appropriations Committee Issues 

The Committees should make sure the Library of Congress 
submits appropriate financial statements for any of its ac- 
tivities that are funded on a revolving basis. 
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NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Need for NASA To Provide Congress More Complete Cost Information on Its Projects 
(PSAD-81-7, 11-26-80) 

- 

Budget Function: Congressional Information Services (1008) 

GAO made a study to determine if there were weaknesses 
in the cost estimating process of the National Aeronautics 
and Space Administration (NASA) which, if corrected, 
would result in more accurate and reliable estimates to pro- 
vide Congress with more complete cost information in its 
annual budget justification documents. NASA had underes- 
timated the costs for some of its major projects. As a result 
NASA had to request supplemental appropriations to con- 
tinue the development of the space shuttle program and is 
anticipating a cost overrun on another project 

Findings/Conclusions: For the three projects included in 
the study, GAO found no major problems regarding those 
costs which NASA included in its project estimates. Howev- 
er, NASA did not include certain major categories of costs 
in its estimates. Also, the justification that NASA provides 
Congress in support of its projects still does not identify the 
total NASA resources which will be required for the projects. 
Civil service salaries of personnel directly assigned to the 
projects were not included in the cost estimates for the proj- 
ects. The budget justifications did not provide or compare a 
project’s planning or development estimate with the current 
cost estimate. The budget justifications showed only the 
funding requirements for the budget year and the current 
and immediately prior year with no data showing funds 
used in other prior years or estimates of funding require- 
ments through the completion of a project 

Recommendations: The various congressional committees 
with responsibility for NASA programs should require NASA 
to include, in its budget justification documents, an expand- 
ed format to show the total funds used on a project as well 
as projected funding requirements through completion of a 
project. The various congressional committees with 
responsibility for NASA programs should require NASA to 
include, in its budget justification documents for those proj- 
ects for which no project status report is prepared, a project 
cost history that includes all project related costs and a 
comparison of each project’s planning or development esti- 
mate with the current estimate and an explanation of the 
differences between the two estimates. The various con- 
gressional committees with responsibility for NASA pro- 

grams should require NASA to include in its cost estimates 
the cost associated with the direct civil service personnel re- 
quirements. 

Agency Comments/Action 

On several occasions since 1975, GAO has recommended 
that NASA include civil service costs in presenting estimat- 
ed total direct project costs. NASA maintains that these 
costs are relatively fixed and are not directly affected by ex- 
cluding or including any one project and that inclusion of 
these costs would distort the effect of the project on the 
budget. NASA provides project cost information to 
Congress in the form of project status reports similar to the 
Department of Defense Selected Acquisition Reports. The 
criteria used in preparing these reports have been agreed to 
by the requesting congressional committee. NASA also reg- 
ularly provides cost estimates for the GAO-published report 
on major systems acquisition. In addition, the agency has 
always responded to congressional requests for information 
and will continue to respond to these requests promptly. 
GAO should not make recommendations on the budget 
justification format without considering the total process. 
The format was formulated with congressional input and 
was determined to be appropriate and satisfactory by all in- 
terested parties. NASA will remain willing to alter its present 
justification format if requested to do so by congressional 
committees. 

Appropriations 

Research and development - National Aeronautics and 
Space Administration 
Construction of facilities - National Aeronautics and Space 
Administration 

Appropriations Committee Issues 

The Committees should require NASA to adopt the recom- 
mendations in order that the Committees may have total 
visibility regarding each of the NASA programs in addition 
to their overall requirements. 



NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

NASA’s Standard Parts Program--Are the Objectives Being Accomplished? 
(PSA D-81 -18, l-8-81) 

Budget Function: General Science, Space, and Technology: Supporting Space Activities (0255) 

A review of the National Aeronautics and Space Administra- 
tion’s (NASA) progress in implementing the Standard Parts 
Program and its efforts to consolidate procurements of 
electronic parts is presented. Interviews and examinations 
of records and information from questionnaires were exam- 
ined as a basis for the review. 
Findings/Conclusions: While there has been notable prog- 
ress recently in planning for and implementing the pro- 
gram, improvements are needed in (1) monitoring and 
evaluating the program, (2) justifying the use of nonstan- 
dard parts, and (3) developing and implementing policies 
and procedures to help assure that maximum benefits are 
achieved from consolidated procurements of electronic 
parts. 
Recommendations: The Administrator of NASA should 
amend the contract with the Jet Propulsion Laboratory to 
formally include it in the Standard Parts Program. The Ad- 
ministrator of NASA should investigate, on a test basis, a 
NASA-directed consolidated procurement and stocking 
program for projects or developments where program or 
projectwide consolidated procurements are not feasible. 
The Administrator of NASA should issue policy and imple- 
menting guidelines for program or projectwide consolidat- 
ed procurement of electronic parts and establish the need- 
ed mechanism to monitor and evaluate the action of 
NASA’s managers in achieving consolidated procurements. 
The Administrator of NASA should have the annual effec- 
tiveness evaluations of the Standard Parts Program per- 
formed addressing the (1) compliance of the field centers 
with requirements to adequately justify the use of nonstan- 
dard parts; (2) development of a system for collecting 
&andard and nonstandard parts usage data; (3) the degree 
of standardization being achieved on projects; and (4) the 
adequacy of funds devoted to the program. 

Agency Comments/Action 

NASA is planning to review the policy with respect to the 
use of standard parts. This will be based on an assessment 
of the use of standard parts and nonstandard parts in repre- 
sentative flight programs currently active. This will also 
determine the degree of standardization being achieved on 
the projects. The adequacy of funds issue will also be ad- 
dressed as one of the elements of the review. NASA does 
not believe that consolidated procurement beyond that 
which is economically justified on a particular program is 
sensible. Stockpiling of parts for yet undefined programs 
from nonproject funds will not be cost effective, particularly 
with one-of-a-kind research programs that tend to have 
differing requirements. JPL is proceeding with conditional 
acceptance of NASA standard parts. Particularly with elec- 
tronic parts, it has become difficult to obtain space-qualified 
standard parts as industry has turned away from providing 
special services in an acceptable timeframe and at accept- 
able costs, particularly for small quantities. 

Appropriations 

Research and development - National Aeronautics and 
Space Administration 
Construction of facilities - National Aeronautics and Space 
Administration 
Research and program management - National Aeronau- 
tics and Space Administration 

Appropriations Committee Issues 

The Committees should determine how committed NASA 
is to its standardization policy and progress being made to 
implement its policy. 



NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

DOD Participation in the Space Transportation System: Status and Issues 
(MASAD-81-6, J-28-81) 

Budget Function: National Defense: Weapons Svstems (0057) 
Legislative Authority: Presidential Directive 37. L 

The operational availability of the Space Transportation 
System (STS) has been delayed 3.5 years. Delays have 
resulted from identification of new requirements, funding 
constraints, and development difficulties with the system. 
To date there has been no known operational degradation 
in Department of Defense (DOD) space capabilities. How- 
ever, the cost of DOD participation in the program has 
grown from about s 1.2 billion to about $2.8 billion between 
fiscal years 1978 and 1982. Continuing uncertainties may 
further delay DOD use of the full capabilities offered by the 
system, increase the costs, or degrade future DOD opera- 
tional capabilities in space. Problems Incurred by the Na- 
tional Aeronautics and Space Administration (NASA) in 
meeting performance goals or milestones will effect DOD. 

Findings/Conclusions: GAO is not sure that it has the most 
current and complete cost data on the program. The opera- 
tional date of launch and landing facilities has been delayed 
1.5 years. For classified missions, DOD needs secure com- 
munication lines. Full use of the Space Shuttle’s capabilities 
is dependent on the availabrlity of the NASA Tracking and 
Data Relay Satellite System which may not be available until 
April 1983. If this system is not available by that date, then 
alternate secure command, control, and communications 
routes must be developed to support the first classified 
launch. The potential effects on operational dates and costs 
are not yet known. The inertial upper stage development 
program has experienced difficulties in achieving its re- 
quired capabilities. The main contractor’s underestimating 
of the technical complexity of the program and inadequate 
management attention by the contractor and the Air Force 
were major factors resulting in the delays and cost growths. 
Areas of major uncertainty exist. Motor development efforts 
still are experiencing difficulties, and software will not be 
completely checked out until early 1982. There is a possibil- 
ity that the airborne support equipment may have to be 
redesigned. Continued use of expendable launch vehicles 
(ELV) andior more orbiters may be required. It is essential 
that Congress have a comprehensive understanding of the 
options available for meeting launch requirements, particu- 
larly critical DOD requirements. 
Recommendations: The Secretary of Defense should pro- 
vide Congress information on the total probable DOD fund- 

ing requirements to achieve an operational STS capability, 
including STS-related costs funded by individual setellite 
and other programs. The Secretary of Defense and the 
NASA Administrator should provide Congress with compre- 
hensive information on the options being considered for 
maintainrng an assured launch capability for defense and 
civil missions and the key assumptions, costs, and risks as- 
sociated with each option. In addition to an analysis of the 
advantages and disadvantages of continuing use of ELVs 
and/or increasing the number of orbiters, information 
should also be provided on probable effects of canceling or 
delaying some noncritrcal flrghts until operational experi- 
ence with STS is obtained. 

Agency Comments/Action 

NASA stated that assured launch capability is a concern 
shared by NASA and DOD .and that they are continuing to 
assess launch vehicle requirements to insure that launch re- 
quirements can be met. NASA stated that Congress has 
been informed of these issues through discussions on the 
potential need for additional orbiters in the national fleet. In 
the fiscal year 1982 NASA budget, funds were requested to 
procure long lead items required to maintain the capability 
to build a fifth orbiter. 

Appropriations 

Research and development - National Aeronautics and 
Space Administration 
Construction of facilities - National Aeronautics and Space 
Administration 
Research and program management - National Aeronau- 
tics and Space Administration 

Appropriations Committee Issues 

NASA and DOD have not presented in a comprehensive 
manner how an assured launch capability will be main- 
tained. 



NATIONALAERONAUTICSAND SPACE ADMINISTRATION 
Implement& a Data Handling Policy for Space Science Flight Investigations 
(MASAD-81-34, 5-29-81) 

Budget Function: General Science, Space, and Technology: Space Science, Applications, and Technology (0254) 
Legislative Authority: NASA Management Instruction 8030.3A. 

As a follow-up to an earlier report, GAO has completed a 
survey of the National Aeronautics and Space Administra- 
tion’s (NASA) handling of scientific data. The purpose of the 
survey was to evaluate the implementation and effective- 
ness of the new policy on handling data obtained from 
space science projects. NASA management instructions 
and handbooks related to the acquisition and management 
of space science data were reviewed, and the implementa- 
tion of the new policy was tested on four projects. 
Findings/Conclusions: Because none of the projects being 
managed under the new policy have been launched, GAO 
was not able to determine whether the policy is effective in 
enhancing the timely submission of data to the National 
Space Science Data Center. The data handling policy is not 
being implemented in a consistent manner. Under the new 
policy, each program scientist is responsible for insuring 
that the letter notifying investigators that they have been 
selected to participate in a space science investigation 
stipulates that he or she will contribute to the writing of a 
Project Data Management Plan before receipt of flight data. 
Only one of the projects in the GAO survey used notification 
letters containing the required language. It is the GAO opin- 
ion that specifying in the letter of notification the data han- 
dling obligations of all parties participating in a space sci- 
ence investigation is an essential first step in assuring effec- 

tiveness of the NASA May 1978 data handling policy. 
Recommendations: The Administrator of NASA should in- 
struct all the Office of Space Science program scientists 
that they must strictly adhere to the principles and responsi- 
bilities that are set forth in NASA Management Instruction 
(NM]) 8030.3A to assure more effective handling of data ac- 
quired from the space science projects. 

Agency Comments/Action 

NASA agreed that the GAO report was technically correct, 
although many of the offending selection letters predate the 
NMI. In spite of this shortcoming, NASA does support, and 
is implementing, the requirements for data dissemination 
as authorized in the NMI. Care will be taken to assure that 
future notification letters contain the specified language. 

Appropriations 

Research and development - National Aeronautics and 
Space Administration 
Construction of facilities - National Aeronautics and Space 
Administration 
Research and program management - National Aeronau- 
tics and Space Administration 
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NATIONAL SCIENCE FOUNDATION 

National Research Centers Supported by NSF 
(PA D-81 -79, 6-25-81) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (0251) 
Legislative Authority: NSF Circular 38. NSF Circular 117. 

GAO summarized its observations and proposals made 
during a review of the National Science Foundation’s (NSF) 
oversight of the six national research centers under its 
sponsorship. GAO also summarized the actions NSF plans 
in response to the review. 
Findings/Conclusions: NSF should improve its policies and 
guidelines for administering and overseeing the research 
centers. Currently, the NSF Office of Audit and Oversight 
does not perform periodic reviews of the centers’ organiza- 
tion and management, and it does not adequately monitor 
NSF internal oversight. In addition, NSF has not assigned 
responsibility for analyzing contractors’ financial reports to 
identify variations between their budgets and actual expend- 
itures. NSF agreed to implement a GAO proposal to pro- 
vide Congress with better information for decisionmaking 
concerning the scope and size of one of the centers and the 
funds used as facilities support Savings could be gained 
from consolidating various research support groups. While 
NSF has not analyzed this potential, it plans to determine 
the most cost effective options for consolidating these 
groups and to make the changes needed to improve instru- 
mentation support and reduce costs. At one observatory, 
the telescopes are old and costly to operate, and the staffing 
level for operating and maintaining the facility is too high for 
current and projected requirements. NSF has agreed to im- 
plement GAO proposals for improving the cost effective- 
ness of this observatory. Further, GAO found that only one 

of the six national centers c0llecYt.s fees from users of its fa- 
cilities. To correct this discrepancy, GAO proposed that 
NSF evaluate the appropriateness of user charges for the 
other centers, and NSF agreed to develop criteria for doing 
so. 

Agency Comments/Action 

NSF has made a commitment to take several actions to im- 
prove the effectiveness of its oversight of the research 
centers which encompass a range of issues. These issues 
include management oversight, contractor financial ac- 
countability, budget reporting to Congress, management 
structures and processes, the need to consolidate astrono- 
my support functions, staffing levels, and user fees. 

Appropriations 

Agency-wide - National Science Foundation 

Appropriations Committee Issues 

The NSF budget to Congress should include a report of the 
level of reimbursable funding provided for the operation of 
the research centers so that Congress is aware of the full 
scope of operations at the centers. 



NATIONAL SCIENCE FOUNDATION 

OFFICE OF AUDIT AND OVERSIGHT 
OFFICE OF THE GENERAL COUNSEL 

National Science Foundation Conflict of Interest Problems With Grants to Short Term Employees 
(PAD-81-16, Z-15-81) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (0251) 
Legislative Authority: National Science Foundation Act of 1950.45 C.F.R. 600. Executive Order 11222. NSF Circular 54. 
NSF Circular 139. 18 U.S.C. 205. 18 U.S.C. 207. 18 U.S.C. 208.42 U.S.C. 1862. 

GAO reviewed the National Science Foundation’s (NSF) 
policies and procedures for precluding conflicts of interest 
in its grant award process when the Foundation’s short 
term employees are involved. The Foundation augments its 
permanent professional staff with specialists who serve in 
noncareer positions for 1 to 2 years. Recruited from col- 
leges, universities, industry, and Government, these special- 
ists are usually appointed as program officers with firstline 
authority for grant proposal evaluation. They are usually 
researchers who have been given or could receive Founda- 
tion grants. 
Findings/Conclusions: GAO identified a significant number 
of problem cases involving these short term rotational em- 
ployees. The Foundation needs to strengthen its policies 
and procedures to preclude conflicts of interest, Federal 
conflict of interest laws prohibit Government employees 
from acting for the Government in matters in which they 
have a financial interest. An ad hoc committee, established 
by the Foundation to resolve a series of conflict of interest 
questions, recommended that the Foundation’s standards 
be revised to provide for the resolution of potential conflicts 
of interest involving prospective employees. However, 
Foundation officials have made decisions on their grant 
proposals that create an appearance of impropriety under 
the applicable Federal guidelines and regulations. Ques- 
tionable activities include: instances of officials awarding 
new grants, renewals, extensions, and supplemental funds 
to short term employees in the same unit or to researchers 
who were planning to join that unit; overriding negative peer 
reviews; and such improprieties as peer reviewing proposals 
in one researcher’s name but awarding the grant to some- 
one else and submitting proposals while still employed at 
the Foundation. GAO found instances of concurrent grant 
processing and employment negotiation, questionable 
grant actions during the employment period, questionable 
post-employment grant actions, and instances of the use of 
waivers of the post-employment restriction on submitting 
new proposals in a questionable manner. 
Recommendations: The Dir&or of NSF should take ap- 
propriate remedial or disciplinary action when people fail to 

report conflict of interest situations or otherwise violate 
prescribed standards of conducL The Director of NSF 
should require that the Office of Audit and Oversight for- 
mally refer to the NSF General Counsel for prompt resolu- 
tion all conflict of interest matters that it finds while monitor- 
ing the grant activity associated with scientists who are be- 
ing considered for, are serving in, or have recently complet- 
ed short term NSF appointments. 

Agency Comments/Action 

In response to the GAO report, NSF implemented an im- 
proved conflicts program which is described in a March 13, 
1981 letter from NSF to the House and Senate Appropria- 
tion Committees and NSF oversight committees. The 
director of the NSF Office of Audit and Oversight has be- 
gun monitoring and referring to the NSF General Counsel 
for prompt resolution of all conflict of interest matters found 
while monitoring this grant activity. Some other procedural 
and control changes made by NSF should help reduce 
conflicts or the appearance of conflicts of interest involving 
rotators. GAO will review the effectiveness of the new pro- 
gram when sufficient time has elapsed to demonstrate its 
impact 

Appropriations 

General and special funds - National Science Foundation 

Appropriations Committee Issues 

The new NSF program includes a provision which allows 
recent NSF employees to receive compensation under a 
new-project award. Prior to the new program, these employ- 
ees had been barred from receiving compensation on 
new-project awards. GAO has not determined what effect, if 
any, this new provision would have on the ability of rotators 
to obtain compensation on new-project awards upon com- 
pletion of their employment with NSF. 
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SMALL BUSINESS ADMINISTRATION 

How Do Federal Agencies Assure That Disaster Loan Recipients Maintain Mandatory Flood Insurance 
(CED-80-10, 10-26-79) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (0453) 
Legislative Authority: Disaster Relief Act of 1974 (P.L. 93-288). Flood Disaster Protection Act of 1973 (P.L. 93-234). Na- 
tional Flood Insurance Act of 1968 (42 U.S.C. 4012a). Consolidated Farm and Rural Development Act (7 U.S.C. 1961). 
Small Business Act (15 U.S.C. 636(b)). 24 C.F.R. 2205. Executive Order 12127. Executive Order 12 148. 43 Fed. Reg. 
7142. 42 U.S.C. 5154(b). 

The disaster loan programs of the Farmers Home Adminis- 
tration (FmHA) and the Small Business Administration 
(SBA) were reviewed in an examination of the procedures 
used by Federal agencies to assure that disaster loan recipi- 
ents maintain flood insurance when required as a condition 
for such loans. GAO reviewed legislation; agency policies, 
procedures, regulations, and guidelines; and gathered 
statistics on repeat flooding, flood insurance policies, and 
FmHA and SBA flood disaster loan activities since fiscal 
year 1975. 
Findings/Conclusions: Neither of these agencies nor the 
Federal Emergency Management Agency (FEMA) had ade- 
quate information concerning the number of communities 
suffering repeat flooding, the number of loans requiring 
mandatory flood insurance made in flood hazard areas, and 
the number of borrowers required to buy flood insurance 
who had failed to renew or had their insurance canceled be- 
fore the final repayments of their loan. Therefore, the extent 
of actual or potential losses to the Government and to bor- 
rowers from failure to maintain flood insurance could not 
be determined. Since neither of the legislative acts covering 
flood and disaster relief% explicit as to second loans to indi- 
viduals failing to maintain required insurance on previous 
loans, FEMA, Fml-LA, and SBA established their own poli- 
cies and regulations on subsequent assistance. Thus, there 
was some inconsistency in the three agencies practices. 
Given the known incidences of repeat flooding at the county 
level throughout the Nation during the last decade, flood in- 
surance policy cancellation could develop into a financial 
disaster for uninsured borrowers. FEMA has certain correc- 
tive actions planned to combat the current lack of adequate 
information at the community and borrower levels. FmHA 
had adequate procedures to protect the Government’s in- 
terest by assuring that flood insurance is maintained where 
required. SBA practices appear to be less than adequate in 
that the agency does not have contingency procedures 
which allow it to pay the insurance premium if the borrower 
fails to renew. 
Recommendations: The Administrator of SBA should: (1) 
determine the extent of flood insurance cancellation by 

disaster loan recipients since the Flood Disaster Protection 
Act of 1973 took effect, (2) examine the writeoffs of uncol- 
lectable loans since that time due to repeat flooding, and 
(3) estimate the annual costs of monitoring SBA flood 
disaster loans. Unless the costs of loan servicing substan- 
tially exceed actual or potential uninsured losses, the Ad- 
ministrator should revise agency procedures to require that 
each flood disaster loan threatened by the borrower’s failure 
to renew be serviced annually. If the agency revises its pro- 
cedures, the Administrator should adopt contingency provi- 
sions similar to those of FmHA which would permit SBA to 
pay the borrower’s insurance, should he fail to do so, and to 
seek reimbursement from the borrower. The Subcommit- 
tee on Oversight and Review should, in conjunction with the 
appropriate legislative committee, examine whether there is 
a need for a more specific or uniform national policy 
governing subsequent loans to individuals who fail to main- 
tain flood insurance required by a previous loan. 

Agency Comments/Action 

SBA stated that the recommendations could only be ac- 
commodated by extensive analysis which would require 
many manhours of effort and that the agency did not have 
the necessary personnel to make this kind of analysis. Fur- 
ther, SBA stated that, in view of its historically low loss rate 
on disaster loans, it would not appear that the cost benefit 
of such analysis would be justified. SBA, however, could 
provide no evidence to shoy: that its loss rate was historical- 
ly low. 

Appropriations 

Disaster Loan Fund - Small Business Administration 

Appropriations Committee Issues 

The Committees should consider requiring SBA to perform 
the recommended analysis. 

600 



NUCLEAR REGULATORY COMMISSION 

Need for Better Policy and Control Over Public Information Requests 
(GGD-81-70, 7-8-81) 

Budget Function: General Government: Other General Government (0806) 
Legislative Authority: Reports Act Paperwork Reduction Act of 1980 (P.L. 96-511). NRC Manual Bull. 0211-g. 

In July 1980, the Nuclear Regulatory Commission (NRC) 
requested that its generic clearance be extended to July 
1983. Because of a dramatic increase in the estimated re- 
porting burden, GAO reviewed the NRC controls over infor- 
mation requests made under its generic clearance; other in- 
formation requests made by NRC program offices were 
analyzed. The NRC policy related to the use of and control 
over information requests subject to the Federal Reports 
Act was reviewed along with the procedures and practices 
followed by the NRC clearance and program offices in pro- 
cessing, issuing, and controlling information requests. 
Findings/Conclusions: NRC did not exercise adequate con- 
trol over clearance requests under the generic clearance to 
ensure that the information requested neither duplicated in- 
formation already available within the Federal Government 
nor imposed an undue burden on respondents. A definitive 
agreement on the use and control of the generic clearance, 
completed in November 1980, provides NRC with the flexi- 
bility needed to meet its mandate of protecting the public 
health and safety and at the same time to comply with the 
Federal Reports Act and the Paperwork Reduction Act of 
1980. Under the agreement NRC was to develop internal 
policy to explain the conditions for use and control of the 
generic clearance. Similar controls have not been esta- 
blished over other information requests from 10 or more 
respondents. Although the procedures agreed to under the 
generic clearance should improve control over that special 
clearance, a more definitive policy and improved control of 

the clearance process are needed to ensure that: (1) the 
clearance office receives all information requests issued by 
NRC offices, a procedure necessary to determine whether 
the information being requested is already available from 
other Federal agencies; (2) the information is needed; and 
(3) the reporting burden on respondents has been minim- 
ized. 
Recommendations: The Commissioners should establish or 
require to be established: (1) a clearance office which is 
given an active role and established at an appropriate level 
within NRC to ensure compliance with the Paperwork 
Reduction Act of 1980; and (2) a definitive NRC policy 
which requires improved control by its clearance office to 
ensure that all requests for information from or the imposi- 
tion of recordkeeping requirements on ten or more respon- 
dents by NRC offices are processed through the NRC clear- 
ance office. 

Agency Comments/Action 

NRC had not formally commented on this report as of Oc- 
tober 1,198l. The Section 236 response was due on Sep- 
tember 9, 1981. 

Appropriations 

Information collection requests approvals - Nuclear Regula- 
tory Commission, Office of Administration 



OFFICE OF b%ANAGEMENT AND BUDGET 

Economic and Operational Benefits in Local Telephone Services Can Be Achieved Through Government-Wide 
Coordination 
(LCD-w9, 11-14-79) 

Budget Function: General Science, Space, and Technology: Telecommunications and Radio Frequency Spectrum Use 
(0258) 
Legislative Authority: Federal Property and Administrative Services Act of 1949 (40 U.S.C. 481). F.P.M.R. Subch. F, 

101-37. 

Twelve Federal departments and agencies spend at least 
$219 million annually for local telephone services. Signifi- 
cant savings and improved operations could be achieved by 
consolidating and modernizing these services. A few conso- 
lidations and modernizations have been made, but not on a 
coordinated Government-wide basis. 
Findings/Conclusions: Several studies have been made of 
the feasibility of consolidating Government local telephone 
services in specific metropolitan areas. They have demon- 
strated potential economic and operational benefits. How- 
ever, some Government agencies have been independently 
planning modernizations without considering the needs of 
other Federal organizations in the vicinity. The Government 
needs to establish policies, guidelines, and procedures for 
consolidating on a coordinated Government-wide basis. 
The General Services Administration has responsibility for 
providing communications services for the agencies, but 
often delegates this authority to the agencies. Lack of coor- 
dination and cooperation between the agencies and the 
General Services Administration has led to inaction. 
Recommendations: The Director of the Office of Manage- 
ment and Budget should solicit from the Department of 
Commerce’s National Telecommunications and Informa- 
tion Administration policies for coordinating, establishing, 
operating, procuring, and managing Government-wide 

consolidation and modernization of local telephone serv- 
ices. He should develop a policy for a local telephone serv- 
ice program that (1) requires consolidation and modemiza- 
tion on a coordinated Government-wide basis where 
economically and operationally beneficial, (2) assigns or- 
ganizational responsibilities, (3) directs the development of 
implementing guidelines, procedures, and/or standards, 
and (4) defines a system for reporting on progress. 

Agency Comments/Action 

OMB generally agreed with the report and said that it plans 
to develop policies, as appropriate, to improve the manage- 
ment of Government-used local telephone services. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The use of telecommunications technology in maximizing 
the economic and operational benefits to the Government 
will continue to not be fully achieved unless some definitive 
Government-wide policies or guidelines are developed. 



OFFICE OF MANAGEMENT AND BUDGET 

Problems With the Dissemination of Information on Federal Assistance Programs 
(GGD-80-32, 2-B-80) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Federal Program Information Act (P.L. 95-220). P.L. 91-230. 

In an effort to meet the complaints by Federal aid recipients 
about the scarcity of information available on Federal pro- 
grams, the Office of Management and Budget’s (OMB) 
Federal Assistance Information Data Base and the Catalog 
of Federal Domestic Assistance (Catalog) were reviewed. 
The data base was created to be a complete listing of Fed- 
eral domestic assistance programs and to serve as the pri- 
mary source of program information. From this data base, 
information can be obtained by the general public through 
the Federal Assistance Program Retrieval System and the 
Catalog. Certain shortcomings were found in the data base. 
Specifically, it was found that many programs are not in- 
cluded in the data base and information in the Catalog was 
not as easy to access as it could be. 
Findings/Conclusions: As a result of the incompleteness of 
the data base, prospective Federal aid recipients are not be- 
ing provided with information on all domestic assistance 
programs as required by Federal law. The data base’s in- 
completeness resulted because: (1) the information used to 
create the data base was incomplete to start with and little 
has been done to complete it; (2) programs are being ex- 
cluded from the data base when they should not be; and (3) 
all new programs are not being added as soon as they 
should be. Even with a complete inventory of Federal 
domestic assistance programs, the usefulness of the inven- 
tory to potential Federal aid recipients depends on the abili- 
ty of the potential recipients to find the program which 
meets their needs. The present data base indexes are not 
set up to make a search for assistance as easy as possible, 
nor are they detailed enough to cover all of the activities 
within a program. To better serve potential aid recipients, 
the Catalog’s subject, functional, and proper name indexes 
should be folded into one alphabetical keyword index. Such 
an index should focus on the purposes of the assistance 
and guide readers to the appropriate assistance through the 
use of terms familiar to the readers. In addition, specialized 
catalogs which have not been approved by OMB and which 
do not use the OMB information data base as the source of 
information have undermined the Catalog as the single au- 
thoritative compilation of Federal domestic assistance, and 

have increased the chances of publishing conflicting pro- 
gram information. 
Recommendations: To further the purpose of dissemination 
of information on Federal Assistance Programs the Director 
of OMB should: (1) revise OMB Circular A-89 and update 
the Catalog instructions to reflect the new reporting require- 
ments of the Federal Program Information Act, and reem- 
phasize the need for the timely reporting of new programs: 
(2) increase the oversight to insure that Federal agencies 
report all Federal domestic assistance programs; (3) rein- 
state those ongoing domestic assistance programs previ- 
ously deleted; (4) establish, with the assistance of an index- 
ing specialist, an alphabetical keyword index for the data 
base in lieu of the subject, functional, and popular name 
indexes; and (5) reemphasize to Federal agencies that all 
specialized catalogs must be approved by OMB before the 
catalogs can be published. 

Agency Comments/Action 

OMB said it will improve the existing data base on availabili- 
iy of Federal assistance by keeping it more current and 
complete, and said it will rely less on Federal agencies to 
provide information. OMB also said it is taking steps to im- 
prove the data base on funds awarded in assistance awards 
by accessing directly the individual Federal agency data 
bases. 

Appropriations 

All civil and defense agencies with domestic assistance pro- 
grams 

Appropriations Committee Issues 

Congressional oversight of Federal spending depends on 
complete and accurate information on how Federal agen- 
cies use their appropriation authority. Although OMB has 
taken steps to improve this information, the Committees 
should continue to monitor the effectiveness of OMB ef- 
forts. 
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OFFICE OF MANAGEMENT AND BUDGET 

Reduced Communications Costs Through Centralized Management of Multiplex Systems 
(LCD-80-53, j-14-80) 

Budget Function: General Science, Space, and Technology: Telecommunications and Radio Frequency Spectrum Use 
(0258) 

The Government’s use of multiplex communications tech- 
nology and the potential for increased exploitation of the 
technology to reduce long-distance communications costs 
are described. Long-distance and local communications 
services are used by the Government to process adminis- 
trative data between user locations, to make computer in- 
quiries, and to make high-speed bulk transfers of data be- 
tween user locations. Significant savings and improved 
service can be achieved through centralized use of multi- 
plex systems to satisfy Government communications re- 
quirements. Multiplexing, a technique whereby electronic 
devices at each end of a single circuit simultaneously 
transmit a number of messages, eliminates the need for 
numerous individual long-distance circuits between termi- 
nal points. The Department of Defense (DOD) and several 
civil agencies have developed multiplex systems, but not on 
a centralized Government-wide basis. If two Federal agen- 
cies could agree to share their multiplex systems under ei- 
ther joint or single management, the opportunities for eco- 
nomic benefits should increase. If all Federal agencies 
could agree, the opportunities for economic benefits should 
be maximized. 
Findings/Conclusions: Annual cost savings information on 
the 643 DOD operational multiplex systems is no longer 
maintained. An annual savings of over $1.2 million has 
been achieved by 3 of the 240 existing civil multiplex sys- 
terns agencies. Potential cost savings from centralized Gov- 
ernment-wide development of miltiplex systems cannot be 
estimated. However, GAO believes that about 7,650 of the 
8,500 individual circuits operating directly between 39 geo- 
graphic locations are candidates for multiplexing. The po- 
tential cost savings was demonstrated by creating theoreti- 
cal multiplex systems in place of existing individual circuits 
between Washington, D.C., and five metropolitan areas. An 
analysis showed that 105 high speed circuits had potential 
for multiplexing which could reduce annual costs 42.2 per- 
cent. For the 293 low- and medium-speed circuits with the 
potential for multiplexing, a net savings of 68.8 percent 
could be achieved. Multiplex devices are manufactured in 

fixed capacities, so users often acquire more capacity than 
they need. The cost effectiveness of existing multiplex sys- 
tems could be improved if the unused capacity of one 
user’s system is made available to other users. As a result of 
a 1973 GAO report on multiplexing, DOD and the General 
Services Administration (GSA) executed an agreement for 
joint use and sharing of a multiplex system. GSA has not yet 
forwarded a civil agency requirement to DOD. Of the 78 
spare DOD channels linking Washington, D.C., and four 
geographic areas, 46 could be used to satisfy civil agency 
requirements at a net savings of 53.7 percent. 
Recommendations: The Director, Office of Management 
and Budget, in coordination with the National Telecom- 
munications and Information Administration, GSA, DOD, 
and other Federal agencies, should develop a policy, organ- 
izational structure, and implementing regulations to ensure 
that the Government is achieving the maximum benefits 
from multip!exing. The policy should require the use of 
multiplexing where economically and operationally feasible 
on a Government-wide basis, A single entity should be as- 
signed responsibility for developing and managing multi- 
plex systems for the entire Government. This entity must 
have the authority, necessary information, and adequate re- 
sources to fulfill the Government-wide management func- 
tion envisioned. The implementing regulations should be 
designed to require compliance with the policy and to pro- 
vide procedures that will ensure maximum benefits to the 
Government from multiplex technology. 

Appropriations 

All Federal agencies 

Appropriations Committee Issues 

The full realization of the Government’s economic benefits 
through more effective use of multiplexing communica- 
tions is lagging because of the lack of policies and regula- 
tions to ensure these benefits. 
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OFFICEOFlvlANAGEMENTANDBUDGET 
Should Small Purchases Be Exempt From Complying With Social and Economic Program Requirements? 
(PSAD-80-77, 9-26-80) 

Budget Function: Procurement--Other Than Defense (1007) 
Legislative Authority: Buy American Act. Davis-Bacon Act (Wage Rates). Miller Act (Public Building Contracts). Service 
Contract Act of 1965. Rehabilitation Act of 1973 (P.L. 93-l 12). Executive Order 11246. P.L. 93-356. P.L. 95-507. P.L. 
95-585. S. Rept. 93-318. 

A GAO study involved an evaluation of an Office of Federal 
Procurement Policy (OFPP) recommendation which advo- 
cated raising to $10,000 the minimum level at which social 
and economic programs are applied to the procurement 
process. Inflation has depreciated dollar threshold levels to 
insignificance. As a result, fewer and fewer purchases are 
exempt from social and economic provisions, and the rela- 
tive costs and paperwork requirements of small contracts 
are pushed higher with the increasing number of provisions 
to administer. As a result, the full benefit and cost savings 
potential of small purchase procedures have not been real- 
ized. 
Findings/Conclusions: The agency procurement officials 
interviewed felt that the small dollar value Government con- 
tracts should be exempt from social and economic require- 
ments, that the small purchase threshold should be select- 
ed as the minimum threshold for application of these re- 
quirements, and would favor a raise in the small purchase 
threshold and an escalator clause to keep the thresholds 
current. They would endorse any effort to make simplified 
small purchase procedures truly simplified. GAO agreed. 
Higher and more uniform threshold levels would help 
streamline administration, and the attention now devoted to 
lower dollar value contracts could be used to provide better 
enforcement on contracts above the small purchase thres- 
hold. A raise in the Davis-Bacon threshold to $10,000 
would still mean protection for the same group of workers 
to whom Congress originally afforded protection; that is, 
workers on other than small, relatively insignificant con- 
tracts. Programs such as Davis-Bacon impose administra- 
tive requirements that are particularly onerous and dispro- 
portionateiy great for contracts under s 10,000. GAO does 
not feel that the very large number of small contracts 

should be encumbered by procedures and provisions 
designed to afford protection for workers on large dollar 
value contracts. 
Recommendations: The Office of Federal Procurement Pol- 
icy should submit legislation to Congress to establish the 
small purchase threshold, currently $10,000, as the 
minimum threshold for all, not just selected, social and eco- 
nomic programs applied to the procurement process. The 
legislation should be submitted independent of the propos- 
al for the Uniform Procurement System. The legislation 
should include provisions to raise the small purchase thres- 
hold to a level consistent with the inflationary trend that has 
occurred since it was established at $10,000 in 1974. An 
escalator clause should be included to permit administra- 
tive adjustments to prevent the time lag that now occurs be- 
tween reductions in the value of money and legislative ad- 
justments in thresholds affecting contracts. The legislation 
should include a procedure for monitoring future legislation 
to assure that no conflicts exist with the small purchase 
threshold. 

Appropriations 

Implementation of Commission on Government Procure- 
ment recommendations - Office of Management and 
Budget, Office of Federal Procurement Policy 

Appropriations Committee Issues 

Without implementation of COGP recommendation 44, the 
full benefit and cost savings potential of small purchase 
procedures have not been realized. 
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OFFICEOFMANAGEMENTANDBUDGET 
Disparate Management of Small Arms by Federal Civil Agencies 
(LCD-81-5, 10-24-80) 

Budget Function: General Government: Executive Direction and Management (0802) 

A review was made of the management of small arms 
(handguns, rifles, and shotguns) by civilian agencies 
throughout the Federal Government. 
Findings/Conclusions: GAO found that approximately 
50,000 employees in more than 40 Federal civil agencies 
are assigned to carry small arms and ammunition. GAO re- 
viewed how these agencies manage their small arms re- 
sources and capability and found that there was no central 
management guidance for civilian small arms. Also, man- 
agement decisions were made independently by the agen- 
cies. Therefore, the management practices regarding small 
arms differ widely among agencies with similar missions. 
Recommendations: The Director of the Office of Manage- 
ment and Budget should establish an interagency commit- 
tee composed of experts from the key affected agencies. 

Agency Comments/Action 

The Office of Management and Budget (OMB) did not 
dispute the GAO primary conclusion that there is no central 
guidance for the management of small arms by Federal ci- 
vilian agencies. There are many separate statutory authori- 

ties, enacted over many years, for various Federal agencies’ 
law enforcement officers to bear and use small arms. Thus, 
management of small arms varies widely from agency to 
agency. GAO recommends that OMB review agencies’ 
small arms management and policies to ensure the max- 
imum effectiveness of Federal employees carryng small 
arms at the least practicable cost. OMB agrees that such a 
review should be undertaken and will request the Federal 
Law Enforcement Training Center (FLETC) to conduct this 
review. As the primary interagency Federal law enforcement 
training institute, FLETC is uniquely qualified to conduct 
this review and present findings and appropriate policy 
recommendations to OMB and through OMB to Congress. 

Appropriations 

Various agencies 

Appropriations Committee Issues 

The Committees should inquire into the progress of the re- 
view and monitor the findings and policy recommenda- 
tions. 



OFFICE OF MANAGEMENT AND BUDGET 

Federal Budget Concepts and Procedures Can Be Further Strengthened 
(PA D-81 -36, 3-3-81) 

Budget Function: impoundment Control Act of 1974 ( 1005) 
Legislative Authority: Congressional Budget and lmpoundment Control Act of 1974 (31 U.S.C. 1400; 88 Stat 297; 88 Stat 
327). Antideficiency Act (31 USC. 665). 

Although the basic institutional and conceptual budget 
framework laid out in 1967 and 1974 is serving the Nation 
well, several recent developments have placed strains on 
the capacity of existing budget concepts and procedures to 
serve the budget information and control needs of 
Congress, the executive branch, and the public. Legislation 
has been enacted removing important Federal programs 
from the budget resulting in incomplete budget coverage 
and totals that do not reflect the true level of Federal activi- 
ties. GAO believes that it is essential to recognize the extent 
of the erosion which has taken place and to begin taking 
action to overcome the resulting inadequacies in the proc- 
ess. ln the opinion of GAO, the Government’s budgeting 
system must be improved to deal adequately with the seri- 
ous economic conditions facing the Nation in this decade. 
Findings/Conclusions: Fiie basic kinds of changes are 
needed in the budget process (1) to place most off-budget 
Federal activities back onto the budget, early legislative ac- 
tion is needed; (2) to better control short- and long-term 
budget levels, a wide range of management, financing. and 
legislative actions are needed; (3) to strengthen program 
and policy level accountability, steps are needed to improve 
the budget’s categories and related information; (4) to 
streamline the process in order to reduce paperwork and 
superficial reviews and increase the time for careful analy- 

ses and informed debate, changes are needed in schedul- 
ing and reporting requirements; and (5) to increase the reli- 
abiii, consistency, and comparability of budget figures, ac- 
tion is required on several measurement concepts and 
practices. 
Recommendations: Congress should act early on legislation 
to effect the budget reform changes identified in this report 
and the listed in appendix 1 as the changes on which early 
legislative action should be taken. Congress should exer- 
cise leadership in bringing about certain other budget re- 
forms concerning matters that have been studied extensive- 
ly, but which require congressional leadership for bringing 
about the changes. Congress should encourage further 
analyses on budget system problems that involve complex 
interrelationships and trade-offs, and that have not been ex- 
tensively studied before. Congress should also take steps to 
establish a study group or commission comprised of high 
elected and appointed officials, and other senior experts, to 
conduct such further research. 

Appropriations Committee Issues 

There has been insufficient Office of Management and 
Budget/agency action on past GAO recommendations to 
improve the budget process. 



OFFICE OF MANAGEMENT AND BUDGET 

Implementation: The Missing Link in Planning Reorganizations 
(GGD-81-57, 3-20-81) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: Reorganization Act (Government Agencies). Reorganization Act of 1977 (5 U.S.C. 901 et seq.). Civil 
Service Reform Act of 1978. Reorg. Plan No. 1 of 1977. Reorg. Plan No. 2 of 1977. Reorg. Plan No. 1 of 1978. Reorg. Plan 
No. 2 of 1978. Reorg. Plan No. 3 of 1978. Reorg. Plan No. 4 of 1978. Reorg. Plan No. 1 of 1979. Reorg. Plan No. 2 of 1979. 
Reorg. Plan No. 3 of 1979. Reorg. Plan No. 1 of 1980. 

The Reorganization Act of 1977 provides the President with 
broad authority to reorganize Federal agencies. The Act ex- 
pires in April 1981. In anticipation of the reauthorization 
proceedings, the Senate Committee on Governmental Af- 
fairs asked GAO to identify: (1) what systemic problems, if 
any, new or reorganized agencies have had in obtaining 
personnel or support services made necessary by the reor- 
ganization; (2) how Congress and the executive branch can 
avoid or alleviate these problems; and (3) what services may 
be common to the successful implementation of any reor- 
ganization and must be routinely provided by the executive 
branch to effectively and efficiently carry out the transfer. 
GAO limited its review to four reorganizations involving six 
agencies. 
Findings/Conclusions: The agencies which GAO reviewed 
experienced substantial startup problems. These included: 
delays in obtaining key agency officials, inadequate staffing, 
insufficient funding, inadequate office space, and delays in 
establishing support functions such as payroll and account- 
ing systems. Solving these startup problems distracted 
agency officials from concentrating on their new missions 
during the critical first year of operation. The reorganization 
plans, the accompanying presidential messages, and sup- 
porting information submitted to Congress discussed such 
matters as the purpose of the reorganization, the affected 
policies and programs, and relevant statutes. However, the 
plans and supporting information did not address the ad- 
ministrative and operational requirements to carry out the 
proposed reorganizations. Factors such as the availability of 
needed office space or the time and cost required to estab- 
lish support functions were not considered until the plans 
had met congressional approval. Many of the responsibili- 
ties for implementation were left up to the new and reorgan- 
ized agencies. Office of Management and Budget coordina- 
tion and oversight during most of the reorganizations were 
not enough to prevent problems. These startup problems 
could be alleviated by including in future reorganization 
plans front-end implementation planning objectives. The 
establishment of high level interagency implementation 

task forces to obtain timely commitments from all Federal 
agencies affected by reorganization plans might help to fur- 
ther alleviate startup problems. 
Recommendations: Congress should require that reorgani- 
zation plans contain sections on proposed implementation 
actions for any future legislation granting reorganization au- 
thority to the President. These sections should describe ( 1) 
the high level interagency task force or other mechanism 
established to facilitate implementation activities; and (2) 
actions being taken to assure that, upon congressional ap- 
proval of the reorganizations, factors such as leadership, 
staffing, funding, office space, and administrative support 
functions will be evaluated and planned for so as to expedi- 
tiously implement the reorganizations on their effective 
dates or as soon thereafter as practicable. 

Agency Comments/Action 

GAO did not obtain official agency comments on its report 
due to the short timeframe between completion of its work 
and the expiration of the Reorganization Act in April 1981. 
S. 893, which passed the Senate in June 1981, included 
language implementing GAO recommendations. This bill 
requires that the President’s message transmitting a reor- 
ganization plan to Congress shall present evidence that pre- 
liminaty planning has taken place, through an interagency 
t&force or otherwise, to achieve effective implementation 
of the reorganization. House action is pending. 

Appropriations 

All new and reorganized Federal agencies affected by the 
President’s reorganization authority. 

Appropriations Committee issues 

The Committees should monitor the adequacy of imple- 
mentation planning and follow through for new and reor- 
ganized agencies’ leadership, staffing, funding, office space, 
and administrative suvvort function requirements. 



OFFlCEOFMANAGEsMENTANDBUDGET 
Civil Servants and Contract Employees: Who Should Do What for the Federal Government? 
(FPCD-81-43, 6-19-81) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: OMB Circular A-76. OMB Circular A-120. H.R. 7542 (97th Cong.). H.R. 7674 (97th Cong.). H.R. 8306 
(97th Cong.). S. 2880 (97th Cong.). S. 2788 (97th Cong.). 

GAO reviewed contractors’ excessive involvement in execu- 
tive branch agencies’ basic management functions. The re- 
view was made because of concern about agencies using 
contractors to do work that should be done by Federal em- 
ployees. 
Findings/Conclusions: There are undoubtedly many causes 
for excessive contractor involvement in the performance of 
basic agency management functions. In the opinion of 
GAO, significant ones include: (1) the increasing demands 
for governmental work being placed on a declining Federal 
workforce as Government programs increase in number, 
cost and complexity; (2) the lack of sufficient guidance 
from the Office of Management and Budget (OMB) to dis- 
tinguish between advice and performance of a Government 
function; and (3) agencies’ inconsistent and relatively inef- 
fective compliance with the executive branch policy to rely 
on contractors for commercial services. If the number and 
complexity of Government programs continue to increase 
as personnel ceilings limit the size of the Federal workforce, 
agency officials will probably experience more pressure to 
perform governmental work by hiring additional people in- 
directly through service contracts. GAO believes that this 
pressure can be lessened if agencies reallocate in-house 
commercial positions to governmental work Since 1955, 
the emphasis of the executive branch’s OMB A-76 policy 
has shifted from almost outright reliance on the private sec- 
tor to reliance with several exceptions. Without legislation, 
the executive branch can continue to unilaterally shift policy 
emphasis. Although agencies are permitted to obtain con- 
tractors’ advice on Government functions, it is sometimes 
difficult to tell where advice stops and performance begins. 

Recommendations: Congress should enact legislation re- 
quiring Federal agencies to fully disclose when consulting 
service contractors assist in preparing congressionally man- 
dated reports. Congress should act on an earlier GAO 
recommendation to legislate a national policy of reliance on 
the private sector for goods and services. The Director of 
OMB should prepare written guidelines that will better dis- 
tinguish between contractors’ advice on Government func- 
tions and their performance of such functions. These 
guidelines should clearly indicate where advice stops and 
performance begins. 

Agency Comments/Action 

OMB concurred with the report’s recommendations and 
plans to ( 1) modify OMB Circular A-l 20 (Guidelines for the 
Use of Consulting Services) to require additional manage- 
ment controls to ensure that contractors do not perform 
Government functions; and (2) include a section on Gov- 
ernment functions in an Office of Federal Procurement Pol- 
icy pamphlet that is expected to be completed by De- 
cember 1981. 

Appropriations 

Office of Management and Budget, Office of Federal Pro- 
curement Policy 

Appropriations Committee Issues 

The Commitees should consider improving the Govem- 
ment’s management of Federal consultants and contrac- 
tors. 
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OFFICE OF lVAI’lAGmNT AND BUDGET 

Gains and Shortcomings in Resolving Regu!atory Conflicts and Overlaps 
(PAD-H-76, 6-23-H) 

Budget Function: Natural Resources and Environment (0300) 
Legislative Authority: Regulatory Flexibility Act (P.L. 96-354). Clean Air Act. Toxic Substances Control Act (P.L. 94-469). 
Resource Conservation and Recovery Act of 1976. Safe Drinking Water Act Food, Drug and Cosmetic Act Ciii Rights Act 
of 1964. Clean Air Act Amendments of 1970. 

In response to growing concern in Congress and in the 
business community, GAO examined the nature, extent, 
and causes of conflicting and overlapping regulatory re- 
quirements. GAO met with various Federal officials, re- 
viewed pertinent documents, and asked 50 large com- 
panies to provide it with specific examples of contlict and 
overlap. 
Findings/Conclusions: About half of the responding com- 
panies said that regulatory conflict and overlap were not a 
major problem or that other regulatory issues, especially ex- 
cessive regulation, excessive paperwork, and the unrespon- 
siveness of the rulemaking process, were of equal or greater 
concern to them. Although the companies said regulatory 
conflict and overlap did not pose a major economic burden 
on them, they found it difficult to make specific cost esti- 
mates. Conflict and overlap examples fell into three 
categories: (1) interacting requirements, (2) overlapping ju- 
risdictions, and (3) duplicative enforcement. Authorizing 
legislation is one source of regulatory conflict and overlap. 
The statutory causes include single-purpose legislation that 
fails to establish priorities, broad delegations of statutory au- 
thority that fail to establish clear jurisdictions, and overly 
specific procedural requirements. Another source of regula- 
tory conflict and overlap is the manner in which regulatory 
agencies exercise their authority. A third source is the shar- 
ing of rulemaking and enforcement responsibilities. Finally, 
Federal and State standards are not afways consistent. Con- 
gressional efforts to reduce conflict and overlap have con- 
centrated on improving regulatory management rather than 

making major structuraf realignment of agencies’ responsi- 
bilities. The GAO study supports the need for close Feder- 
al-State working relationships. State and local government 
participation at an early stage in rulemaking and enforce- 
ment should be encouraged. 
Recommendations: The Director of the Office of Manage- 
ment and Budget (OMB), in cooperation with the Task 
Force on Regulatory Relief, should (I) require regulatory 
agencies to assess the effects associated with interacting 
regulatory requirements as part of their procedures to con- 
duct regulatory impact analyses; (2) continue to study 
selected industries to identify and mediate regulatory prob- 
lems such as conflict and overlap; (3) identify and evaluate 
statutory impediments to regulatory coordination and 
recommend legislative changes when necessary to allow 
agencies to work together; and (4) require regulatory agen- 
cies to schedule for concurrent review closely related rules 
that establish requirements for the same product, process, 
or substance. 

Appropriations 

Office of Management and Budget 

Appropriations Committee Issues 

The Committees should require that OMB report on its 
progress in improving regulatory coordination and the 
specific steps it has taken to identify and resolve regulatory 
conflict and overlap. 
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OFFICE OF MANAGEMENT AND BUDGET 

Independent Regulatory Agencies Can Reduce Paperwork Burden on Industry 
(AFMD-81-70, 7-7-81) 

Budget Function: Financial Management and Information Systems: Regulatory Accounting Rules and Financial Reports 
(1106) 
LegislaWe Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). 

GAO reviewed the progress being made by the Civil 
Aeronautics Board (CAB), the Federal Communications 
Commission (FCC), the Federal Energy Regulatory Com- 
mission (FERC), the Federal Maritime Commission (FMC) 
and the Interstate Commerce Commission (ICC) in reduc- 
ing the accounting and financial reporting burden on indus- 
tries that they regulate. The Paperwork Reduction Act of 
1980 was enacted to improve the way the Federal Govern- 
ment collects, uses, and disseminates information. Among 
other significant provisions, the new law gives the Office of 
Management and Budget (OMB) authority to review and 
clear all independent regulatory agency reporting and 
recordkeeping requirements and requests. 
Findings/Conclusions: Some independent regulatory agen- 
cies are collecting information that they neither need nor 
use. Such unneeded information is being collected because 
most agencies have no effective reports clearance process 
to screen requests for data. The reports clearance process, 
which was intended to be a screening device to preclude 
the collection of unneeded information, has not worked well 
in most of the agencies GAO reviewed. Despite legislation 
which limits Federal agengies’ information collection to that 
which is necessary for the proper performance of their func- 
tions, some agencies collect information for privhte parties 
even when the information is not needed for Federal Gov- 
ernment purposes. Regulatory agencies realize that small 
companies have less impact than large companies on their 
industries and that the burderi of complying with account- 
ing and financial reporting is relatively more difficult for 
smaller companies. This has led these agencies to establish 
graduated reporting requirements, but the benefits of grad- 
uated reporting are not being fully realized because the 
agencies have not adequately addressed the effects of infla- 
tion on reporting requirements. Agencies require regulated 
companies to retain certain records for specified periods of 
time because the records contain evidence of financial and 
legal commitments. GAO found that agencies are requiring 
companies to retain records for periods longer than neces- 
sary because retention requirements are: (1) not based on 

agency needs; (2) outdated; and (3) vague about which 
records are to be retained and for how long. 
Recommendations: The Director of OMB should require the 
CAB, FCC, FERC, FMC, and ICC to strengthen the reports 
clearance function in accordance with the Paperwork 
Reduction Act of 1980 as a means of verifying the need for 
the information being collected. The Director of OMB 
should require the CAB, FCC, FERC, FMC, and ICC to ef- 
fectively implement the requirements of the Paperwork 
Reduction Act of 1980 by limiting the collection of informa- 
tion to that which is necessary for the proper performance 
of Federal Government functions. The Director of OMB 
should require that the CAB, FCC, FERC, FMC, and ICC 
make better use of graduated reporting by addressing the 
effects of inflation on class size and by basing class size on 
the agency’s need for the information rather than on an ar- 
bitrary designation. The Director of OMB should require 
the CAB, FCC, FERC, FMC, and ICC to increase the effort 
and attention given to record-retention programs, especially 
to revising requirements so they reflect the agency’s current 
need for records and restating record descriptions and re- 
tention periods to remove vagueness and ambiguity. 

Agency Comments/Action 

Agency comments had not been received as of September 
30, 1981. 

Appropriations 

Various appropriations - Office of Management and Budget 

Appropriations Committee Issues 

The Committees should determine the progress that has 
been made in reducing the paperwork burden by the Civil 
Aeronautics Board, the Federal Communications Commis- 
sion, the Federal Energy Regulatory Commission, the Fed- 
eral Maritime Commision, and the Interstate Commerce 
Commission. 
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OFFICEOFMANAGEMENTANDBUDGET 

Increased Agency Use of Efficiency Guidelines for Commercial Activities Can Save Millions 
(FPCD-81-78, 9-30-81) 

Budget Function: General Government: Executive Direction and Management (0802) 
Legislative Authority: OMB Circular A-76. OFPP Pamphlet 4. 

GAO completed a limited survey of the Office of Manage- 
ment and Budget (OMB) program to increase the efficiency 
of commercial or industrial-type activities in the Govern- 
ment. 
Findings/Conclusions: GAO believes that OMB might be 
able to save millions of dollars by requiring wider agency 
usage of OMB guidelines on developing performance 
standards. These guidelines, originally issued to assure that 
contract personnel performed required Government serv- 
ices at the lowest possible cost, can also be used to assure 
that in-house personnel perform required services at the 
lowest possible cost by identifying unnecessary or ineffi- 
cient work practices. Through its participation in the effi- 
ciency review program, the Department of Defense has re- 
ported savings of about $30 million over a 3-year period. 
However, the civilian agency with the largest commercial 
activity annual operating costs, the General Services Ad- 
ministration, has not followed OMB guidelines on perform- 
ance standards. As a result, its costs are higher than neces- 
sary. The Office of Federal Procurement Policy issued writ- 
ten guidelines to help agencies properly prepare contract 
statements of work based on performance standards. It 
gives detailed instructions on how to accurately describe 
the Government’s minimum work requirements and per- 
formance levels. GAO also believes that the OMB direction 

to executive branch agencres to accelerate Implementation 
of OMB Circular A-76 is commendable and should result in 
more efficient Government operations. However, if agencies 
are to accelerate their A-76 programs, it is essential that 
OMB establish controls to assure that cost comparisons are 
completed properly and do not result in erroneous deci- 
sions to convert commercral activities to contract or in- 
house performance. 
Recommendations: The Director of OMB should: (I ) make 
the Office of Federal Procurement Policy (OFPP) Pamphlet 
No. 4 an attachment to OMB Circular A-76; (2) require 
agency contracting officers to determine if the statement of 
work was generally prepared according to OFPP Pamphlet 
No. 4; and (3) emphasize to all agencies the importance of 
using OFPP Pamphlet No. 4 to develop performance work 
statements. 

Agency Comments/Action 

Agency comments were not available as of October 20. 
1981. 

Appropriations 

All Federal agencies 
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OFFICE OF PERSONNEL MANAGEMENT 

Policy of Paying Cost-of-Living Allowances to Federal Employees in Nonforeign Areas Should Be Changed 
(FPCD-75-161, 2-12-76) 

Budget Function: Central Personnel Management (0805) 
Legislative Authority: 5 USC. 5941 (a)( 1)(1970). 

GAO reported to the Congress that the cost-of-living al- 
lowance paid to certain employees in Alaska, Hawaii, Guam, 
Puerto Rico, and the Virgin Islands, is no longer an approp- 
riate means of compensation. The allowance was author- 
ized by a 1948 law to reimburse Federal white-collar em- 
ployees in nonforeign areas outside the continental United 
States when their living costs were substantially higher than 
those in the Washington, D.C. area. The report questioned 
the need for continuation of the allowance based on the fol- 
lowing reasons. Nonforeign areas have undergone major 
social, economic, and political change since the law was 
enacted authorizing the allowance. A Federal pay-setting 
policy of comparability with the private sector has been 
enacted and placed in operation. The cost-of-living al- 
lowance is inconsistent with this principle. The allowance is 
discriminatory because it is not given in other areas of the 
United States where the cost of living is high. Conversely, 
pay is not adjusted downward in cost-of-living areas. GAO 
recommended that the allowance be eliminated. A more 
equitable means of compensation, such as special pay 
rates based on private sector pay rates, could be used, if 
warranted, to overcome any recruitment and retention 
problems caused by higher private sector pay in these 
areas. The report also pointed out that, as administered by 
the Civil Service Commission, the allowance overcompen- 
sates nonforeign area employees for interarea cost-of-living 
differences. Until such time as the provision of law authoriz- 
ing the allowance may be repealed, the Commission should 
make the following changes to better achieve the legislative 
intent of compensating for interarea cost-of-living differ- 
ences: (1) apply the cost-of-living differential percentage to 
employees’ spendable income rather than base pay as this 

would eliminate the financial gain for such items as Federal 
income taxes and retirement contributions, which are not 
included in the interarea comparisons but which cost the 
same regardless of place of employment; (2) in computing 
the allowance, consider marital status, family size, income 
level, and State and local income taxes, which affect em- 
ployees’ living costs; and (2) establish regional rather than 
flat area-wide allowance rates to recognize any intra-area 
cost-of-living differences which may exist. The Commis- 
sion (now the Office of Personnel Management) expanded 
its living cost surveys to include additional locations in 
Hawaii, Puerto Rico, and Alaska and, in November 1976, es- 
tablished separate allowance rates reflecting interarea living 
cost differences. 

Agency Comments/Action 

By mandate of Executive Order 12070, June 30, 1978, 
OPM re-evaluated the entire cost-of-living allowance pro- 
gram for nonforeign areas. In its May 1979 report to the 
President, OPM recommended that the program be elim- 
inated. To date no action has been taken. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

OPM should improve its administration of the cost-of-living 
allowance in nonforeign areas to better achieve the legisla- 
tive intent of the program. 
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OFFICE OF PERSONNEL MANAGEMENT 

Special Retirement Policy for Federal Law Enforcement and Firefighter Personnel Needs Reevaluation 
(FPCD-76-97, 2-24-77) 

Budget Function: income Security: Federal Employee Retirement and Disability (602). 
Legislative Authority: P.L. 80-168. P.L. 80-879. P.L. 84-854. P.L. 92-382. P.L. 93-350. 5 U.S.C. 8331-39. 

The adequacy, effectiveness, and reasonableness of the 
Government’s policy of providing earlier and more gen- 
erous retirement benefits to Federal law enforcement and 
firefighter personnel were investigated. 
Findings/Conclusions: The law currently authorizes these 
special retirement benefits for about 52,000 Federal em- 
ployees. The purpose of the special retirement law is to im- 
prove the quality of law enforcement and firefighting serv- 
ices by helping to maintain a young, vigorous work force. 
The more generous benefits are provided to make earlier 
retirement economically feasible. The Special retirement 
policy is an expensive method of marginally reducing the 
age of retirement. Covered employees are not retiring much 
earlier than employees under regular civil service retirement 
provisions. 
Recommendations: Congress should reevaluate the need 
for special, eariy retirement.. If it is considered necessary to 
compensate certain personnel for the hazard and stress 
commonly associated with these occupations, that com- 
pensation should be reflected in pay, not in retirement 
benefits. Employees who cannot perform satisfactorily be- 
fore the optional retirement age should be reassigned to 
less demanding duties or, as a last resort, retired under ex- 

isting disability programs. If the special retirement policy 
continues, Congress should amend the law to require addi- 
tional retirement contributions by employing agencies and 

. . . . reevaluate the ellgrbrlrty criteria, the mandatory retirement 
provision, and the benefit structure. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

The continued need for the special, early retirement bene- 
fits is questionable. The special, early benefits cost consid- 
erably more than regular civil service benefits (about 61 
percent more according to the then existing Civil Service 
Commission). Covered employees and employing agencies 
each contribute 7.5 percent of base pay toward these bene- 
fits, but their normal cost (as a percentage of pay) is es- 
timated to be about 21 percent ignoring inflation and about 
45 percent considering inflation. As a minimum, employing 
agencies’ contributions should be raised to cover these 
costs, thereby eliminating the hidden treasury subsidies. 
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OfflCEOFPERSONNELMANAGEMENT 

Federal Retirement Systems: Unrecognized Costs, inadequate Funding, Inconsistent BenejTts 
(FPCD-77-48, 8-3-77) 

Budget Function: Income Security: Federal Employee Retirement and Disability (602). 
Legislative Authority: Employee Retirement Income Security Act of 1974. P.L. 95-595. 5 USC. 83. 10 U.S.C.61-73. 14 
U.S.C. 11. 14 U.S.C. 13.33 U.S.C. 17. 42 U.S.C. 212. 22 U.S.C. 1061-1121.26 U.S.C. 7447-7448.28 U.S.C. 17. 

The cost and liabilities of Federal retirement programs are 
much greater than recognized by current costing and fund- 
ing procedures. 
Findings/Conclusions: In 1976, seven of the Government’s 
retirement systems paid over $15.6 billion to retirees and 
the survivors of deceased employees and retirees, an in- 
crease of s 10 billion since 1970. The systems also reported 
liabiiities exceeding $320 billion for which less than $44 bil- 
lion had been set aside in Federal trust funds. Federal re- 
tirement systems’ funding requirements vary, and in most 
cases are less stringent than those imposed by law on 
private pension plans. Usually, lie or no consideration is 
given to the effect of future general pay increases and an- 
nuity adjustments on ultimate benefit payments, resulting in 
a considerable understatement of benefit costs accruing 
each year. 
Recommendations: Congress should enact legislation re- 
quiring that the full cost of Federal retirement systems be 
recognized and funded and that the difference between 
currently accruing cost and employee contributions be 
charged to agency operations. In addition, Congress should 
establish an overall Federal retirement policy to guide retire- 
ment system development Centmliion of committee ju- 
risdiction over all Federal employee retirement systems 
would facilitate the establishment and implementation of 
such a policy. 

Agency Comments/Action 

Some of the agencies commenting on the draft report 
agreed with GAO that the full cost of retirement benefits 
should be recognized. Others had no comment on the 
recommendation. Some self-supporting agencies agreed 
that the costs of their operations were being understated. 
Others, however, believed that Congress should appropriate 
funds to pay the higher costs rather than increase charges 
to the users of the agencies’ service. During the 95th 

Congress, three pieces of legislation were introduced rela- 
tive to the report’s recommendations. They were H.R. 9701, 
Senate Resolution 244, and H.R. 12392. Public Law 95-595 
(H-R. 9701), approved November 4, 1978, subjected all 
Federal pension plans to the annual financial and actuarial 
reporting requirements of the Employee Retirement In- 
come Security Act of 1974. Under the law, GAO is respon- 
sible for developing the reporting standards for certain pen- 
sion plans and, when appropriate, for auditing required re- 
ports. Senate Resolution 244, adopted in June 1978, calls 
for Treasury to study the major Federal retirement systems 
and, using dynamic assumptions, to determine the extent of 
the present and future unfunded liabiiii of each system, the 
method of financing each system, and the actions neces- 
sary to be taken to insure the solvency of each system. H.R. 
12392 proposed the establishment of a Department of De- 
fense Miktary Retirement and Disabiiity Fund and called for 
fully funding the miiii retirement system on a dynamic 
normal cost basis. However, time did not permit considera- 
tion of the legislation. 

Appropriations 

Personnel salaries and expenses - Government-wide 
Military personnel - Army, Navy, Air Force 

Appropriations Committee Issues 

The legislation enacted in the 95th Congress was the first 
step toward fuil cost recognition and funding of retirement 
benefits. Similar legislation needs to be introduced and 
enacted for ail Federal retirement systems. Further, retire- 
ment costs need to be allocated to the participating agen- 
cies to eliminate the unrecognized subsidies that are accru- 
ing to agencies whose operations are intended to be self- 
supporting. 



OFFKE OF PERSONNEL MANAGEMENT 

Federal and District of Columbia Employees Need To Be in Separate Pay and Benefit Systems 
(FPCD-77-71, l-12-78) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: District of Columbia Self-Governmental Reorganization Act (P.L. 93- 198); P.L. 93-407; P.L. 94-533; 
Title 4, District of Columbia Code (1973). 

The pay and fringe benefits of Federal and District of 
Columbia employees are interrelated. Most District employ- 
ees are covered by Federal pay and retirement systems, and 
some Federal law enforcement personnel participate in the 
District’s pay and retirement systems for its police and fire- 
men. 
Findings/Conclusions: Each Government should control 
the nature, level, and costs of its employees’ compensation. 
The Federal law enforcement personnel participating in the 
District’s pay and retirement system receive higher pay and 
have much better retirement benefits than comparable 
Federal civil service employees. The District’s retirement 
system is more costly than that of the Federal Government, 
but participating employees contribute less than their Fed- 
eral counterparts. The Federal protective services employ- 
ees’ compensation should be equitable and consistent with 
that provided to other Federal law enforcement personnel. 
The District should establish its own employee compensa- 
tion system so that compensation is consistent with local 
management objectives and affordable for District 
residents. 
Recommendations: The Mayor and City Council should es- 
tablish new pay and fringe benefit systems for District em- 
ployees now subject to Federal civil service systems. 
Congress should: amend the District of Columbia Home 
Rule Act to provide that the District government establish its 
own pay and benefit policies and systems for District em- 
ployees now covered by Federal systems; require the Civil 
Service Commission (now the Office of Personnel Manage- 
ment), Office of Management and Budget, and the District 
government to study and report on the desirability of 
transferring District employees covered by the Federal re- 
tirement system to a District administered and controlled 
retirement system or retaining them in the Federal system; 
make all new Federal law enforcement personnel subject to 
civil service pay and retirement systems; and require a study 

on the desirability and feasibility of transferring existing Fed- 
eral employees now covered by the District’s retirement sys- 
tem to the Federal civil service retirement system. 

Agency Comments/Action 

The then existing Ciil Service Commission, Office of Man- 
agement and Budget, and Departments of the Treasury and 
the Interior agreed that Federal personnel should be 
covered by Federal pay and retirement systems and are 
studying the matter. The District of Columbia Retirement 
Reform Act of 1979 addressed the major concerns about its 
District retirement system. That legislation applied only to 
District personnel and did not affect the 1500 Federal law 
enforcement personnel now covered by the District’s retire- 
ment system. 

Appropriations 

Salaries and expenses - Office of Personnel Management 
Federal payment to District of Columbia - District of Colum- 
bia Government 
Salaries and expenses - Office of Management and Budget 

Appropriations Committee Issues 

The 1500 Federal personnel covered by the District’s pro- 
grams receive higher pay for the same levels of work and 
have much better retirement benefits than their Federal civil 
service counterparts. The higher levels of compensation in- 
flate already high Federal personnel costs and create seri- 
ous inequities within the Federal work force. Also, Federal 
and District employees who retire under the District’s sys- 
tem and are subsequently employed in a Federal or District 
position covered by civil service are permitted to receive 
both their full retirement annuity and the position’s full 
salary. Such dual payments are inequitable and costly. 



OFFICE OF PERSONNEL MANAGEMENT 

Personnel Restrictions and Cutbacks in Executive Agencies: Need for Caution 
(FPCD-77-85, 2-9-78) 

Budget Function: General Government: Central Personnel Management (0805) 

For the Federal Government to be effective, its programs 
and activities must be effectively implemented. Sound im- 
plementation can be weakened by too many employees, 
resulting in costly nonproductivity, or by too few, resulting in 
an unmanageable workload. Over the past several years, 
GAO has issued many reports illustrating the problems 
caused by insufficient staff. These problems, affecting a 
wide range of Government programs, include work back- 
logs, ineffective implementation of legislative mandates, ex- 
cessive use of overtime and consultants, and, in several 
cases, criminal abuses. 
Findings/Conclusions: Staff shortages are sometimes the 
result of agency mismanagement However, some pro- 
grams are inadequately staffed for reasons over which the 
agency has little or no control. Insufficient funding can 
prevent an agency from hiring the employees it needs, and 
personnel ceilings can have similar restrictive effects. 

Mechanisms for controlling persors.rel resources are need- 
ed; however, other elements such as travel, equipment, 
working space, and supplies must also be carefully analyzed 
for their effect on program management. 
Recommendations: Congress should carefully assess the 
impact of personnel ceilings and cutbacks if it is to avoid 
reducing staff at the expense of effectively administered 
programs. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

Action taken to hold down or reduce the size of the Federal 
workforce can have adverse effects on the achievement of 
Federal program goals. 



OFFICE OF PERSONNEL MANAGEMENT 

Disability Provisions of Federal and District of Columbia Employee Retirement Systems Need Reform 
(FPCD-78-48, 7-10-78) 

Budget Function: income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: 4 U.S.C. 501-529. Title 31, sections 701 to 746, D.C. Code. 

Previous reports have discussed shortcomings in the disa- 
bility provisions of Federal and District of Columbia retire- 
ment programs. Action on recommendations made in prior 
reports is still needed. 
Findings/Conclusions: The number of retirees receiving 
civil service disability annuities more than doubled from 
1970 to 1977. The Office of Personnel Management’s 
(OPM) interpretation of entitlement to disability retirement is 
based on an employee’s ability to perform specific func- 
tions, and employees are not obligated to accept reassign- 
ment. Within the civil service retirement system, earlier and 
more generous retirement benefits are authorized for Fed- 
eral law enforcement and firefighter personnel. The costs of 
providing early retirement benefits under the special retire- 
ment policy are over 50 percent greater than they would be 
for regular optional retirement. Seven retirement systems 
cover most Federal personnel and there is wide variation in 
the disability provisions of these systems. The District of 
Columbia police and fireman’s retirement system permits 
members to retire on disability for service-connected disa- 

bility or after 5 years for other disabilities. Optional retire- 
ment benefits under this system are among the best in the 
country, but most of the personnel have retired under the 
system’s aggravation clause. 
Recommendations: The Congress should: enact legislation 
that will encourage retention of potentially productive em- 
ployees under the civil service system; revise this system’s 
definition of economic recovery to preclude disability re- 
tirees from retaining annuities if they are earning more than 
the current pay for their former jobs; study and legislate a 
resolution to the issue of using Federal tax returns to verify 

reported income; reevaluate the need to continue the spe- 
. . . . 

cial retirement policy, and if it is needed, reevaluate elrgtbl- 

ty criteria, mandatory retirement provision, and the benefit 
structure; establish an overall Federal retirement policy; and 
enact legislation making new Federal personnel in positions 

now covered by D.C. systems subject to civil service sys- 
. . . 

tems, revising elrgrbrlrty criteria and benefits for disability re- 
tirements under the D.C. police and firemen’s retirement 
system, and precluding retirees from benefiting from cost- 
of-living increases that occurred while they were employed. 
OPM should encourage job reassignment, discontinue its 
policy of advising employees to use extended sick leave be- 
fore filing for disability retirement, require more information 
on annuitants’ current job duties, develop means to verify 
reported income, and analyze the adequacy of annuities for 
those severely disabled. 

Agency Comments/Action 

This report summarized previously issued reports, and for- 
mal agency comments were not obtained. OPM agrees that 
the disability program needs changes and has proposed 
several legislative reforms to Congress. These reforms ad- 
dress some but not all the open recommendations on the 
Federal disability retirement program. Major concerns re- 
garding the District of Columbia disability retirement pro- 
gram were. addressed by the District of Columbia Retire- 
ment Reform Act of 1979. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

A reevaluation of the disability retirement policy is needed to 
protect the financial stability and integrity of the civil service. 

Affected agencies should be required to reassign potential 
disability retirees to vacant-positions within the same occu- 

pational class when the individual is capable of performing 
that job. 
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OFFICE OF PERSONNEL MANAGEMENT 

Civil S&vice Commission Should Correct Weaknesses in its Automatic Data Processing Policies and Practices 
(FPCD-78-94, 11-20-78) 

Budget Function: General Government: Central Personnel Management. (0805) 

The Civil Service Commission (CSC) is becoming increas- 
ingly reliant on automatic data processing (ADP) support to 
carry out its missions. 

Findings/Conclusions: Weaknesses in the CSC ADP man- 
agement were noted in policy matters, program documen- 
tation, security planning, and contingency planning. 

Recommendations: The CSC or its successor, the Office of 
Personnel Management, should establish a comprehensive, 
uniform ADP policy; expand the current program docu- 
mentation standard to include all ADP production pro- 
grams; and strengthen ADP security planning. 

Agency Comments/Action 

The Office of Personnel Management (OPM) has developed 
a specific agenda for bringing OPM into compliance with 
the GAO recommendations. 

Appropriations 

Salaries and expenses - Office of Personnel Management 
c 

Appropriations Committee Issues 

ADP costs might be reduced and performance improved 
through more effective program controls. 
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OFFICEOFPERSONNELMANAGEMENT 
Most Federal Employees on the Job 40 Hours or More Weekly: Tighter Controls Among Proposals for Those 
Who Work Less 
(FPCD-79-24, 5-21-79) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. Fair Labor Standards Act of 1938. Federal Employees’ Pay Act of 
1945 (5 USC. 6101). 5 C.F.R. 630.206. H.R. 1784 (96th Cong.). B-179810 (1976). B-19001 I (1977). 

In order to determine the extent of compliance with Federal 
workday requirements, a study plan was devised using two 
approaches: a questionnaire was sent to a random sample 
of 3,500 civilian employees from seven of the largest Feder- 
al agencies; and interviews with 238 personnel officers, 
managers, and union representatives were conducted at 29 
locations. Response rates for the questionnaire were above 
80 percent. GAO studied only the time spent at the work- 
place, and not the productive use of that time. 
Findings/Conclusions: Of the questionnaire respondents, 
75 to 83 percent worked at least 40 hours per week, 18 to 
27 percent worked 41 to 70 hours, and 17 to 26 percent 
worked 33.5 to 39.9 hours. Extended lunchbreaks ap- 
peared to be the most frequent abuse, particularly in urban 
locations where eating facilities were often congested. Su- 
pervisors generally did not place high priority on monitoring 
work hours for the following reasons: they trusted employ- 
ees to follow policy, they believed most employees worked 
40 hours a week and made up any lost time, and they be- 
lieved deadlines were met. Two major issues that appeared 
to be emerging were the length of the workweek and its ef- 
fect on employment and productivity, and the focus of Gov- 
ernment control. 
Recommendations: The Director of the Office of Personnel 
Management should: obtain government-wide information 
on all agencies’ official and unofficial policies and practices 
on scheduled work hours, lunch, and breaks; compare and 
evaluate those policies and practices; identify the need for 
additional guidance; and issue necessary guidance and re- 
quire necessary changes. The Director should design an 

experiment, one of the research and demonstration proj- 
ects authorized in the Civil Service Reform Act, to test the 
use of performance measures rather than hours at the 
workplace as the basis on which personnel are paid. This 
experiment should also test the effects of tight versus 
lenient controls. In considering any legislation to reduce the 
workweek, Congress should relate Federal work-hour de- 
creases to changes in overall productivity or other meas- 
ures of performance or fringe benefit tradeoffs. To do this, 
better data from work measurement, productivity, and cost 
systems would be needed. In addition, a total compensation 
comparability policy would need to be established by 
Congress. Results of this research and demonstration proj- 
ect should be used to evaluate the need for changes in 
legislation. 

Agency Comments/Action 

OPM stated that it generally agrees with all of the report 
recommendations and that it would attempt to implement 
them when possible. 

Appropriations 

Personnel functions - Office of Personnel Management 

Appropriations Committee Issues 

OPM needs to monitor work hour policies and provide guid- 
ance and direction to agencies to ensure that both employ- 
ees and the Federal Government are treated equitably. 
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OFFICEOFPERSONNELMANAGEMENT 
Lack of Action on Proposals To Resolve Longstanding Problems in Investigations of Federal Employees 
(FPCD-79-92, 9-25-76) 

Budget Function: Central Personnel Management (0805) 

Following a December 1977 report on proposals to resolve 
problems in investigations of Federal employees, recom- 
mendations were made to Congress and the Office of Per- 
sonnel Management (OPM) which showed that the authori- 
ty for investigations is out of date and has been eroded by 
more recent laws and court decisions. OPM does not have 
adequate classification criteria for agencies to determine 
the proper investigation. The national agency check with in- 
quiry investigation is inadequate for employees with sensi- 
tive duties and too extensive for most employees. OPM has 
inadequate controls for disseminating information to pro- 
tect individual rights. Concern has been expressed about 
the lack of action taken to resolve the problems identified. 

Findings/Conclusions: Even though GAO, Congress, and 
OPM agree that the current investigation program has seri- 
ous problems, few improvements have been made. OPM 
does not plan to make significant changes to the existing 
program unless it is directed to do so and is provided the 
needed resources. This follow-up reemphasized the failure 
of the current program to adequately protect either the Gov- 
ernment or individual rights. 

Recommendations: OPM should provide clear criteria for 
determining the extent of investigations, make sure investi- 
gative coverage is proper, establish controls to protect indi- 
viduals’ privacy, and obtain approval to retain the security 
resource file on organizations. Congress should consoli- 
date into one law the authority to investigate and judge the 
suitability of Federal employees, including the potential of 
employees in sensitive positions to impair national security. 

Agency Comments/Action 

An Inter-Agency Study Group has been established to study 
and review the issues and to make recommendations as to 
their solution. 

Appropriations 

Salaries and expenses - Office of Personnel Management 
Operation and maintenance - Department of the Treasury 

Appropriations Committee Issues 

Costs of personnel investigations could be reduced with im. 
proved management of the investigation process. 
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OFFICE OF PERSONNEL MANAGEMENT 

Pay for Holidays Under Compressed Work Schedules 
(FPCD-80-21, 12-4-79) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Federal Employees’ Flexible and Compressed Work Schedules Act of 1978 (P.L. 95-390). F.P.M. 
Letter 620-2. H. Rept. 95-912. S. Rept. 95-1143. 5 U.S.C. 6103. 5 U.S.C. 6104. 

The Office of Personnel Management’s (OPM) administra- 
tion of pay for holidays under the compressed and flexible 
work schedules experiment was examined. A compressed 
work schedule is one in which the basic 80-hour biweekly 
work requirement is completed in less than 10 workdays. 
OPM implementing regulations provide that employees on 
a compressed work schedule receive pay for a holiday 
equal to pay for the number of hours they would ordinarily 
be required to work on that day. Thus, an employee on a 
4-day workweek would receive 10 hours’ holiday pay, and 
holidays occurring on an employee’s nonworkday would be 
observed on the workday preceeding or succeeding that 
day. Those Federal employees participating in the 
compressed work schedule experiments receive extra time 
off from work for each of the legal public holidays and their 
workweek would be reduced in the biweekly periods in 
which holidays occur. Employees on regular schedules and 
flexible schedules would not have reduced workweeks and 
would receive only 8 hours pay for holidays. 
FlndlngslConclusions: Title I of the Act specifies that em- 
ployees under a flexible work schedule are entitled to only 8 
hours’ pay for a holiday. However, Title II of the Act is silent 
about pay for holidays not worked under compressed 
schedules. OPM implementing regulations are consistent 
with a statute providing an ordinary day’s pay for a holiday. 
They are also consistent with the Act in that they provide a 
compressed schedule employee who works on a holiday 
with holiday premium pay for the hours worked that do not 
exceed the daily basic work requirement; hours worked on a 
holiday in excess of the daily basic work requirement would 
be paid as overtime. GAO endorsed the experiments with 
flexible and compressed work schedules, but the added ex- 
pense of the extra time off for holidays is of concern. This is 

inequitable to other employees. GAO believes employees 
on a compressed work schedule should receive no more or 
no less paid absences from their work than those employ- 
ees on flexible or traditional work schedules. 
Recommendations: Congress should reconsider Title II of 
the Act with a view toward eliminating the extra fringe bene- 
fit by limiting the pay for holidays to 8 hours. 

Agency Comments/Action 

Although OPM believed its implementing regulations are 
consistent with the law, the Office of Management and 
Budget (OMB) advised GAO that in proposing the experi- 
ment with flexible and compressed work schedules, the Ad- 
ministration assumed that the added employee flexibility 
would not be any more costly than standard workdays and 
workweeks. OMB agreed that the pay for holidays under 
compressed work schedules conflicts with that premise. 
OMB advised us that it planned to pursue this matter with 
OPM. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

The extra paid time off employees on a compressed work 
schedule receive is costly. GAO estimates that the Federal 
Government annually loses over 1 million work hours 
valued at almost $9 million in salary costs. The extra paid 
time off results in either reduced services and productivity 
or additional personnel costs in overtime or additional em- 
ployment required to compen&e for the lost hours. 



OFFICE OF PERSONNEL MANAGEMENT 

Some Civil Service Retirees Subject to “Catch 42” Are Not Being Identifid 
(FPCD-80-47, 4-22-80) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: 5 U.S.C. 8332(j). 

In reviewing the “Catch 62” provision of the civil service re- 
tirement system whereby military service performed after 
1956 cannot be credited for both civil service and social 
security retirement benefits, GAO identified some adminis- 
trative problems which could be readily corrected. Under 
current law, if a civil service retiree becomes eligible for so- 
cial security benefits at age 62, the Office of Personnel Man- 
agement (OPM) is to recompute the civil service annuity 
and exclude any military service after December 3 1, 1956, 
from the annuity computation. 
Findings/Conclusions: This is not always being done, and 
the problem may be greatly exacerbated as more individu- 
als with post-1956 military service become eligible for civil 
service and social security benefits. A spot check of 1979 
retiree folders at OPM revealed that records were not being 
prepared according to OPM claims adjudication procedures 
which require that OPM ask the Social Security Administra- 
tion (SSA) if a retiree is eligible for social security benefits. 
Thus, OPM could not follow up on retirees’ social security 
eligibility. Uncorrected, this problem could result in sub- 
stantial overpayments. OPM procedures do not identify re- 
tirees who become eligible for social security after age 62. 
Without followup procedures for those who become eligible 
for social security after age 62, civil service annuities will not 
be properly reduced. Additional problems could develop 
because the transactions between OPM and SSA are han- 
dled manually. Both agencies need to establish an automat- 
ed system to identify retirees eligible for social security at 
age 62 and those who become eligible after age 62. The 
OPM quality assurance staff recommended that the 

annuitant’s master record file on the existing automated 
data processing system be revised to include the years of 
post-1956 military service. 
Recommendations: The Director of OPM should implement 
changes outlined by its quality assurance staff to avoid fu- 
ture overpayments. OPM should explore the possibility of 
determining whether there are any current retirees who 
should have their annuities reduced but who may not have 
been previously identified by the manual procedures. It is 
further recommended that the Director of OPM explore the 
possibilities of developing an automated system for deter- 

. . . . mining and following up on social security ekgtbrlrty to 
properly implement the current law. 

Agency Comments/Action 

OPM responded that it is currently undergoing a major 
conversion of the annuity roll to a new computer system. 
OPM elected to defer consideration of this recommenda- 
tion until the conversion is completed. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

Overpayments to annuitants with post 1956 military service 
who become eligible for civil service and social security 
benefits could be eliminated if OPM established appropriate 
automated controls. 
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OFFICE OF PERSONNEL MANAGEMENT 

Federal Executive Pay Compression Worsens 
(FPCD-80-72, 7-31-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. P.L. 90-206. P.L. 94-82. 

Despite a 5.5 percent salary increase in October 1979, the 
adverse effects of limiting or denying these increases to 
Federal executives have worsened. The Senior Executive 
Service (SES) was created to provide monetary rewards to 
many top executives on the basis of performance. 
Findings/Conclusions: Changes in pay-setting for Federal 
executives are critically needed if: (1) the problem execu- 
tives face due to diminishing real salaries is to be alleviated; 
(2) pay distinctions are to accurately reflect differences be- 
tween levels of responsibility and performance; and (3) 
agencies are to avoid serious recruitment and retention 
problems. SES success also depends on the granting of an- 
nual adjustments to the Executive Schedule and granting 
performance awards within already established guidelines. 
Restricting these essential incentives could exacerbate 
current problems, foster Government inefficiency, and in- 
crease Government expenditures to a level that would far 
exceed the cost of regular pay raises and performance 
bonuses. The congressional salaries’ link to the Executive 
Schedule has adversely affected top executives at times 
when the Congress has, for a ‘variety of reasons, held its 
own pay down. This has also helped to hold down the Level 
5 ceiling on GS pay, compromising legislative mandates for 

pay comparability and pay distinctions to match work and 
performance distinctions. The congressional salaries’ link to 
Executive Level 2 salaries has no legal foundation. 
Recommendations: Congress should improve the pay- 
setting process for Federal executives by: (1) allowing the 
annual adjustments for executives under Public Law 94-82 
to take effect; (2) discontinuing the practice of linking con- 
gressional and Executive level 2 salaries; and (3) allowing 
SES performance and rank awards to take effect. 

Agency Comments/Action 

The Office of Personnel Management agreed with the re- 

port 

Appropriations 

Salaries and expenses - Various agencies 

Appropriations Committee Issues 

Congressional support is needed to allow annual salary ad- 
justments for Federal executives to take effect 
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OFFICE OF PERSONNEL MANAGEMENT 

The AlternaIive Work Schedules Experiment: Congressional Oversight Needed To Avoid Likely Failure 
(FPCD-81-2, 11-l 4-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Flexible and Compressed Work Schedules Act (P.L. 95-390; 5 U.S.C. 5542; 92 Stat. 755). Fair Labor 
Standards Act of 1938 (29 USC. 201 et seq.; 52 Stat. 910). F.P.M. Supp. 990-2, Book 620. 

Federal employees are participating in a nationwide volun- 
tary experiment to determine the effects of alternative work 
schedules (AWS) and to determine whether, and in what si- 
tuations, the Federal Government can successfully use 
them. The experiment was authorized by the Federal Em- 
ployees Flexible and Compressed Work Schedules Act, 
which requires the Office of Personnel Management (OPM) 
to assess the positive and negative effects of alternative 
work schedules. Congress authorized the use of alternative 
work schedules with the intent that OPM carefully design, 
control, and evaluate an experimental program. 
Findings/Conclusions: OPM has not carried out the con- 
gressional mandate. For fiscal year 1980, Congress funded 
less than one-half of the OPM budget request for the work 
schedules project Because OPM did not receive the fund- 
ing requested and did not internally reallocate the additional 
funds necessary, it eliminated some tasks and reduced the 
scope of others. Because OPM has not carried out these 
tasks, it lacks the degree of control needed to carefully 
manage and evaluate the experiment 
Recommendations: Congress should assess the current 
master plan and must agree on the: (1) specific evaluation 
objectives; (2) criteria for measuring attainment of those 
objectives; (3) costs and benefits of various experimental 
approaches; and (4) desired levels of precision and confr- 
dence. Congress should hold oversight hearings on the 
status and adequacy of AWS implementation and evalua- 
tion. in conducting this oversight, Congress should consid- 
er the: (1) need for, and costs and benefits associated with, 
modifying the existing master plan or developing a new 
one; (2) necessity for extending the three year experiment; 
and (3) desirability of establishing a joint executive agency 
task force to redesign and execute the master plan and to 
provide the needed experimental control. Congress should 
consider the desirabii and need for: (1) using scientific 
sampling procedures which would allow findings and con- 
clusions to be projected to the overall Federal work force; 
(2) analyzing multiple variables which may affect AWS im- 
pact and adjusting for variables which affect the results, (3) 
gathering public views about AWS and its effects on the de- 
gree and quality of the Federal Government’s service to the 
public. Such consideration should include comparing pub- 
lic views with those using and not using AWS; and (4) es- 
tablishing a true scientific experiment in which program 
design is carerulry controlled, units are randomiy assigned 
to program formats and to a control condition. and stand- 
ardized data is collected on the effectiveness of the pro- 
gram. The Director of OPM should make a concentrated 
effort to correct the deficiencies affecting the AWS experi- 
ment It is essential that accurate information be developed 
on such things as the actual number of employees using al- 

temative work schedules, the number of experiments being 
conducted, the number of different types of work schedules 
being used, and the number of employees using each type 
of schedule. The Director of OPM should review a sample 
of work schedule plans to detect errors and to identify dif- 
ferent design and implementation methods and variables 
which affect AWS results. The Director of OPM should 
reassess OPM priorities and, to the extent possible, reallo- 
cate internal budgeted funds to the AWS Program Office if 
additional funds and personnel are need to detect errors 
and identify different design and implementation methods 
and variables. The Director of OPM should assess the 
current master plan and agree on the: (1) specific evalua- 
tion objectives; (2) criteria for measuring attainment of 
those objectives; (3) costs and benefits of varioius experi- 
mental designs and anatytical approaches; and (4) desired 
levels of precision and confidence. The Director of OPM 
should consider the desirability and need for: (1) using 
scientific sampling procedures which would allow findings 
and conclusions to be projected to the overall Federal work 
force; (2) analyzing multiple variables which may affect 
AWS impact and adjusting for variables which affect the 
results; (3) gathering public views about AWS and its effects 
on the degree and qua&y of the Federal Government’s 
service to the pubIic. Such consideration should include 
comparing public views with those using and not using 
AWS; and (4) establishing a true scientific experiment in 
which program design is carefully controlled, units are ran- 
domly assigned to program formats and to a control condi- 
tion, and standardized data is collected on the effectiveness 
of the program. The Director of OPM should, to the degree 
possible, reallocate internal funds to the AWS Program Of- 
fice so additional experienced staff with the necessary qual- 
ifications can assist in redesigning and executing the mas- 
ter plan. The Director of OPM should, to the extent that 
features of OPM’s current evaluation approach are incor- 
porated in any new plan, in a longitudinal and cross- 
sectional study: (1) eliminate the current employee and su- 
pervisor questionnaire which is beiig administered four 
times during the experiment (2) design a new question- 
naire which could specikxlly address the AWS experiences 
of employees, supervisors, and managers; individual reac- 
tions to AWS; and self-reported changes in the individual 
behavior which resulted from AWS; (3) incorporate two 
open-ended questions in the questionnaire asking respon- 
dents to describe the most positive and negative aspects of 
AWS; and (4) obtain responses from both users and 
nonusers of AWS. Onsite studies should be conducted to: 
(1) include agencies or work units which are more repre- 
sentative of some of the larger segments of the Federal 
work force; (2) standardize the format for case studies to a 
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degree so that results can be compared; and (3) consider 
using outside contractors to conduct some of the case 
studies to determine how AWS was implemented, the reac- 
tions of employees and management, and the changes in 
operations, employee routines, and unit output. The Direc- 
tor of OPM should direct that narrative reports be produced: 
(1) requiring that a sample of work units prepare their re- 
ports about one year after they begin their AWS experi- 
ments; (2) monitoring the work units’ data collection; and 
(3) determining the approach for reviewing and analyzing 
the reports as soon as possible. A special energy study 
should be conducted including an assessment of: (1) how 
AWS has affected individuals’ modes of transportation, ve- 
hicle usage, and ability to use public mass transit; and (2) 
how the availability of mass transit affects individuals’ abili- 
ties to use AWS or to exercise maximum AWS flexibility. 

Agency Comments/Action 

OPM generally agreed with the report recommendations. 

Appropriations 

Salaries and expenses - Various agencies 
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OFFICE OF PERSONNEL MANAGEMENT 

Achieving Representation of Minorities and Women in the Federal Work Force 
(FPCD-81-5, 12-3-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Rights Act of 1964. Civil Service Reform Act of 1978 (P.L. 95-454). Equal Employment Oppor- 
tunitv Act of 1972 (42 U.S.C. 2000e-16). F.P.M. Letter 720-l. F.P.M. Letter 720-2. EEOC Management Directive 702. 5 
U.S.‘? 7151. 5 U.S.6. 7201. 

The Civil Service Reform Act made Federal agencies 
responsible for establishing recruiting programs to elim- 
inate underrepresentation of minorities and women in the 
Federal work force. The Act required the Equal Employ- 
ment Opportunity Commission (EEOC) to establish guide- 
lines for agencies to use in carrying out the program and 
the Office of Personnel Management (OPM) to issue regula- 
tions implementing a minority recruitment program. OPM 
required agencies to develop and have in operation by Oc- 
tober 1, 1979, plans for eliminating underrepresentation of 
minorities and women. As of January 1980, about 70 per- 
cent. of the agencies were still developing plans. 
FlndlngslConcluslons: Several policy issues need to be 
resolved which will affect the direction of the Government’s 
efforts to recruit, hire, and promote minorities and women 
in sufficient numbers to achieve a representative work force. 
These issues include: (1) how the labor force of the United 
States is to be defined; (2) how to use the civilian labor force 
for measuring underrepresentation for the recruitment pro- 
gram; and (3) how to integrate the use of the civilian labor 
force into the affirmative action goal-setting process. OPM 
and EEOC need to work together to successfully resolve 
these issues. None of the eight agencies which GAO re- 
viewed had operational recruitment plans in place by Oc- 
tober 1, 1979, because of late program guidance, signifi- 
cant data collection requirements, and uncertainty over pro- 
gram relationship to other programs. During the first year, 
neither OPM nor EEOC fully discharged their responsibili- 
ties for evaluating the recruitment program. Because few 
plans had been developed and implemented, the annual re- 
port was a status report on the program which did not ad- 
dress the program’s effectiveness. OPM and EEOC need to 
coordinate their activities to assure a clear understanding of 
their respective responsibilities, eliminate potential duplica- 
tive efforts, and minimize the burden the two programs 
place on agencies. They need to clearly delineate who re- 
views guidance and what actions must be taken to resolve 

conflicts. The two agencies have not fully coordinated their 
evaluation efforts and differ on their approaches to measur- 
ing underrepresentation. 
Recommendations: The Chair of EEOC should amend the 
affirmative action guidelines to include appropriate occupa- 
tional data and timeframes as the baseline for establishing 
short-term and intermediate-range hiring goals. The Direc- 
tor of OPM and the Chair of EEOC should work with Feder- 
al agencies to gather appropriate occupational data for 
relevant labor markets for various Federal occupations. 
This data should be collected by each SMSA, each State, 
and the country. The Director of OPM and the Chair of 
EEOC should (1) clarify their respective responsibiliries for 
managing the Federal Equal Opportunity Recruitment Pro- 
gram (FEORP), which would include determining the au- 
thority for respective responsibilities and the actions each 
agency must take when issuing and modifying regulations 
and guidelines; (2) clarify common evaluation responsibili- 
ties and how they will be coordinated to eliminate duplica- 
tion and inconsistency; (3) identify and eliminate incon- 
sistencies between the recruitment program and the Affirm- 
ative Action Program so that FEORP becomes an effective 
element of affirmative action plans; and (4) examine the 
data requirements for recruitment plans and determine 
what data can be used from OPM’s Central Personnel Data 
File to minimize agencies’ data burden and allow agencies 
more time to develop and implement the plans. 

Agency Comments/Action 

OPM generally agreed with the conclusions and recom- 
mendations and has taken steps to address potential prob- 
lems and carry out most of the recommendations. 

Appropriations 

Salaries and expenses - Agency-wide 



OFFICE OF PERSONNEL MANAGEMENT 

Problems in Developing and Implementing a Total Compensation Plan for Federal Employees 
(FPCD-81-12, 12-J-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: S. 1340 (96th Cong.). H.R. 4477 (96th Cong.). 

Legislation has been introduced which would give the 
President authority to adjust the rates of pay, benefits other 
than retirement, or both in order to achieve total compensa- 
tion comparability between Federal employees and employ- 
ees in the private sector. GAO and others have recom- 
mended that both pay and benefits be compared so that 
Federal total compensation can be equated to private sec- 
tor total compensation. Currently, pay for Federal employ- 
ees is based on pay in the private sector but does not take 
into account benefits such as retirement. insurance, and 
paid time off. The Office of Personnel Management (OPM) 
is testing a method to achieve total compensation compar- 
ability. GAO reviewed the proposed legislation and the OPM 
policies and techniques for measuring benefits and what 
impact they could have on the final comparability results. 
Findings/Conclusions: While GAO believes that a total com- 
parability policy should be adopted, features of the OPM ap- 
proach need to be modified or substantiated before an ac- 
curate total comparability system can be achieved. Not only 
are there many benefits to be measured, but the more im- 
portant ones, such as retirement and insurance, are con- 
tingent on future events. Under the OPM total comparability 
approach, only a nationwide measurement of benefits will 
be obtained. As part of the legislation, the Administration 
also proposes to base salaries of General Schedule employ- 
ees below grade 15 on local rather than national rates; 
blue-collar wages are already based on local rates. Since in- 
dications are that private sector benefits can vary signifi- 
cantly from area to area, the use of local rates of pay with 
national benefit measures in a total comparability analysis 
and adjustment could introduce additional inequities into 
Federal compensation. The Administration believes that, 
unless the proposed changes are made to the Federal 
compensation-setting system, comparability for Federal 
employees may no longer be feasible. GAO believes that, 
because of the complexities involved in developing a total 
comparability system, an evolutionary approach which can 
be modified and refined over time should be considered. It 
supports the thrust of the legislation, but believes a number 
of improvements and alternatives should be considered. 
Recommendations: Congress should insure that OPM 
analyze locality benefits and, if they vary materially by locali- 

ty, require OPM to take local benefits into account in any lo- 
cality compensation adjustment. Congress should require 
OPM to provide (1) detailed information and justification for 
the major assumptions used in its benefit measurements, 
including the cost implications of these assumptions: (2) 
assurance that benefit provisions can be gathered and ac- 
curately classified: and (3) some method for insuring that 
benefit differences by employee type are considered in its 
total compensation comparability analysis. Congress 
should amend the legislative proposal to require OPM to as- 
sess the extent of secondary benefits and, if feasible, 
develop appropriate measures of these benefits so they 
may be included in any assessment of total compensation 
comparability between the Federal and non-Federal sec- 
tors. Until these measures are developed, OPM should util- 
ize available published data. 

Agency Comments/Action 

OPM agreed that there is a need for assessing secondary 
benefits and including them in the total compensation 
comparison. It has made progress in doing so for the 1980 
benefits survey; for example, frequency data were collected 
on several secondary benefits. Benefits coding deficiencies 
noted in the 1979 benefits survey have also been corrected. 
OPM disagreed that benefit differences by employee group 
and locality should be determined and, if appropriate, in- 
cluded before any total compensation adjustments are 
made. OPM believes the advantages of including benefits 
and maintaining a single Federal benefits package would 
far outweigh any disadvantages caused by benefit differ- 
ences by employee group or locality differences. 

Appropriations 

Salaries and expenses - Various agencies 

Appropriations Committee Issues 

The Committees should consider making Federal compen- 
sation comparable to private sector compensation. 
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OFFICE OF PERSONNEL MANAGEMENT 

Civil Service Disability Retirement Program 
(FPCD-81-18, 12-15-80) 

Budget Function: Income Securitv: Federal Emplovee Retirement and Disability (0602) 
Legislative Authority: Civil Service Reform Act of i978. 

In reports issued in 1976 and 1978, GAO recommended 
several changes to the disability retirement program which 
would serve to retain marginally disabled yet potentially pro- 
ductive employees. In addition to reviewing the Office of 
Personnel Management’s (OPM) actions on the previous 
recommendations, GAO examined the processes used in 
adjudicating disability retirement claims and monitoring the 
disability rolls and reviewed a sample of disability annui- 
tants. 
Findings/Conclusions: GAO has been concerned that bene- 
fits may have been paid unnecessarily to many retirees. 
Some disability applications were approved without suffi- 
cient medical evidence. Some disability retirees were prob- 
ably capable of performing other types of work at the time 
of retirement; some were receiving disability benefits while 
performing jobs similar to their prior Government jobs; and 
some were able to earn more than the pay for their prior 
Government jobs but continued to receive disability bene- 
fits. Many reforms are needed to reduce the growing costs 
of the program and to insure that benefits are only paid to 
the truly disabled. New OPM procedures require agencies to 
identify actions taken to place disabled employees in other 
positions in the agency. Additional changes in the program 
which are needed include: (1) a stricter definition for disabil- 
ity retirement (2) improved policing of the disability retire- 
ment rolls by both economic and medical reviews; and (3) 
more timely reviews. OPM could save millions of dollars in 
payroll costs and improve the program’s effectiveness by 
revising regulations to eliminate the requirement to counsel 
employees to reduce their sick leave balances before filing 
for disability retirement and separating employees immedi- 
ately once the disability retirement has been approved. 

Recommendations: The Director of OPM should amend the 
proposed regulatory revisions to (1) establish the same 
placement rights for disabled employees as those available 
to recovered disability retirees, (2) include reassignment of 
disabled employees across agency lines, and (3) discontin- 
ue advising employees to reduce their sick leave balance to 
60 days before filing for disability retirement. Also, he 
should (1) include, as part of the placement policy, the 
downgrading of potential disability retirees to jobs with du- 
ties they can perform, and seek a statutory change, if neces- 
sary, to enable this action; (2) develop procedures which will 
establish complete and timely earnings and medical re- 
views of disability annuitants; and (3) develop disability case 
review procedures which provide for medical reviews of an- 
nuitants classified as permanently disabled but who display 
strong individual annual earnings. 

Agency Comments/Action 

OPM did not completely agree with the GAO recommenda- 
tions. OPM has taken or is taking positive steps to remedy 
the major deficiencies. 

Appropriations 

Salaries and expenses - Various agencies 

Appropriations Committee Issues 

The Committees should consider improving the cost- 
effectiveness and efficiency of the civil service disability re- 
tirement program. 
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OFFICEOFPERSONNELMANAGEMENT 
Federal Work Force Planning: Time for Renewed Emphasis 
(FPCD-8I -4, 12-30-80) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. OMB Circular A-l 1. OMB Circular A-64. OMB Circular A-76. CJMB 
Circular A-l 17. 

Workforce planning encompasses those management ac- 
tivities which determine an agency’s workforce require- 
ments and staffing needs. Its primary purpose is to provide 
management with sound data to make informed workforce 
requirements and staffing management decisions and to 
provide the basis for the development and justification of an 
agency’s personnel budget. GAO undertook a study on 
some of the primary factors that tend to inhibit the develop- 
ment and use of sound workforce planning procedures and 
techniques by the Federal departments and agencies. Addi- 
tionally, it identified several research efforts and recent pro- 
posals that need special management attention to improve 
the level and quality of workforce planning. 
Findings/Conclusions: GAO found that one of the strongest 
and most consistent reasons agencies do not use work- 
force planning procedures is that the budget development 
and review process does not give appropriate consideration 
to the nature and extent of justification used in the person- 
nel portions of agency budgets. Additionally, the absence of 
comprehensive policy, regulations, and standards govern- 
ing or guiding agencies on workforce planning contributes 
to management’s limited commitment. Other factors inhib- 
iting the development and use of comprehensive work 
force planning include: (1) the apparent confusion regard- 
ing the definition, scope, and components of workforce 
planning and the sequence and cycle of planning tasks; (2) 
personnel constraints, such as personnel ceilings, average 
grade controls, and hiring and promotion freezes: (3) the 
slow progress in developing work and productivity meas- 
urement systems; (4) the unclear cost-benefit relationship 
with the development and use of a total workforce planning 
capability; and (5) the limited extent to which most agencies 
have developed integrated management information sys- 
tems and have close operating relationships between prin- 
cipal management groups. 
Recommendations: The Directors of OMB and OPM should 
jointly develop a workforce planning policy and procedures 
that (I ) clarify the meaning and scope of workforce plan- 
ning and provide descriptions of total planning systems, by 
identifying the respective components and the basic se- 
quence and cycle of planning tasks; and (2) designate the 

methods, procedures, and techniques that can be used in 
manpower requirements determination and staff needs 
analysis. The Directors of OMB and OPM should jointly 
develop a Federal workforce policy and procedures that es- 
tablishes the respective responsibilities of the Directors and 
establishes workforce planning as a primary basis for man- 
power and personnel management decisions in the Gov- 
ernment. The Directors of OMB and OPM should jointly 
develop a special Federal management improvement proj- 
ect, based on the proposed workforce planning policy and 
procedures, be designed and implemented at selected Fed- 
eral facilities. This project should be isolated from the tradi- 
tional impediments to workforce planning, such as the use 
of personnel ceilings, average grade controls, hiring and 
promotion freezes, and across-the-board budget adjust- 
ments. It should have its objectives clearly established, have 
an evaluation plan, and be properly funded and staffed. 

Agency Comments/Action 

OMB and OPM acknowledged the importance of workforce 
planning. However, they expressed reservations about a 
Federal policy, procedures, and an insulated test of a work- 
force planning system as recommended. Both made refer- 
ence to the new FTE ceiling system as a step in the direc- 
tion GAO was seeking. GAO agrees that the FTE system is 
an improvement over the EOY system, but drsagrees that it 
will significantly elevate the level of workforce planning ac- 
tivity. To date no action has been taken by OMB and OPM 
on the GAO recommendations. 

Appropriations 

Salaries and expenses - Government-wide 

Appropriations Committee Issues 

The Committees should monitor improvement of Federal 
workforce productivity and promotion of informed manage- 
ment decisions regarding staffing levels and workforce 
needs. 
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OFFICE OF PER§ONNEL lWWAGmMT 

Vokslntary Early Retirements in the Civil Service Too Qfen Misused 
(Fl’CD-818, 12-31-80) 

Budaet Function: General Govemmentz Central Personnel Management (0805) 
begiktive Authority: Ciil Service Reform Act of 1978. 

Under the civil service retirement system, employees with 
30 years’ service can elect to retire at age 55. In certain cir- 
cumstances, they can voluntarily retire earlier. Early retire- 
ments were meant to open up jobs for younger employees 
who would otherwise be dismissed during agency reduc- 
tions or reorganizations. 
FindislgslConcsusissps: The Office of Personnel Manage- 
ment (OPM) is permitting too many employees to retire ear- 
lier than they normally could. Such retirements may be ap- 
propriate if they prevent younger employees from being laid 
off, but usually this is not the case. GAO found that: (1) 
agencies are not considering and exhausting other man- 
agement techniques for solving staffing problems before 
turning to the early retirement program; (2) early retire- 
ments are not resktive enough to insure a high probability 
of job savings: and (3) under the current program employ- 
ees can retire early even though none of an agency’s em- 
ployees are facing involuntary separation. in some cases, 
agencies’ estimates of the impact of reductions were poorly 
documented and proved to far exceed the eventual out- 
come. Early retirements in these agencies resulted primarily 
in new hiring, not job savings. GAO found a tendency for 
agencies to overstate the benefits derived from early retire- 
ment authorizations. GAO estimates that early retirements 
cost at least $109 million in fiscal year 1980. OPM has be- 
gun to examine more closely agency requests for early re- 
tirement authorizations. However, its basic criteria for ap- 
proval remain unchanged. 

Recosmmendations: Congress should repeal the early retire- 
ment provisions included in the Civil Service Reform Act 
and mandate that OPM establish controls necessary to in- 
sure itself that before an early retirement authorization is 
granted it would (1) correct staffing difficulties which could 
otherwise only be corrected by a reduction in force andj2) 
save other employees’ jobs. 

Agency Comments/Adio~ 

OPM disagreed with the GAO proposed change in the law, 
citing that, in the context of time, it was too soon to judge 
the merits of the new early retirement provision. OPM did, 
however, administratively discontinue its automatic approv- 
al process and begin scrutinizing agency requests for early 
retirement authorizations. No doubt this contributed signifi- 
cantly to the reduction in the number of subsequent early 
retirement authorizations. Subsequent authorizations were 
also more restrictive. 

Salaries and expenses - Office of Personnel Management 

Early retirements add substantially to the cost of the civil 
service retirement system, and in some instances, they may 
have been used inappropriately. 

579 



OFFICE OF PERSONNEL MANAGEMENT 

Ways To Improve Federal Management and Use of Productivity Based Reward Systems 
(FPCD-M-24, 12-31-80) 

Budget Function: General Government: Central Personnel Management (0805) 

GAO studied the concept of reward systems based on pro- 
ductivity standards to identify ways by which Federal work- 
force productivity can be improved. 
Findings/Conclusions: GAO found thab (1) productivity- 
based reward systems have had positive effects on produc- 
tivity in certain work situations, and there seems to be po- 
tential for greater use of the concept in the Federal Govern- 
ment; (2) current Office of Personnel Management (OPM) 
guidance on incentive awards for Federal employees does 
not adequately cover productivity-based reward systems; 
and (3) some of the Federal agency initiatives do not in- 
clude key features of well designed productivity-based re- 
ward systems, while others include features or have had ex- 
perience that could be helpful to the design and operation 
of other agencies’ systems. 
Recommendations: The Director of the Office of Personnel 
Management should ( 1) develop additional Federal Person- 
nel Manual incentive guidance specifically for productivity- 
based reward systems so Federal agencies will be aware of 
the opportunity to establish these systems and the limita- 
tions on their use; (2) prepare a handbook of instructions 
describing key steps, principles, and features of 

productivity-based reward systems to help Federal agencies 
design, implement, and manage their initiatives; and (3) 
identify and analyze ongoing Federal agency productivity- 
based reward systems to be able to provide assistance 
where needed and highlight certain useful features and ex- 
periences. 

Agency Comments/Action 

OPM agreed to follow through with the recommendations. 
or plans on finding ways to improve Federal management 
and use of productivity based reward systems. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

The Committees should consider the issue of improving 
Federal workforce productivity. 



OFFICE OF PERSONNEL MANAGEMENT 

Changes Needed in Calculation of Reduction in Civil Service Annuities for Survivor Benefits 
(FPCD-81-35, 2-26-81) 

Budget Function: General.Govemment: Central Personnel Management (0805) 
Legiktive Authority: 5 USC. 8339. 5 U.S.C. 8340. 

GAO reviewed the method used by the Office of Personnel 
Management (OPM) to reduce the civil service annuities of 
retired Federal employees who have elected survivor bene- 
fits for their spouses. Specifically, its objectives were to 
evaluate the OPM method of calculating the survivor benefit 
reduction when applying cost-of-living adjustments and to 
determine what the effects would be if the method were 
changed. 
Findings/Conclusions: When they retire, Federal employees 
may elect that, upon their death, an annuity will also be pay- 
able to a surviving spouse. The applicable law specifies that, 
for this coverage, the retiree’s full annuity is reduced by 
specific percentages stated in the law. If a retiree’s marriage 
ends by death or divorce, survivor coverage also ends and 
the annuity is increased to its full amount. Cost-of-liking in- 
creases apply to all annuities payable from the fund, but the 
law authorizing them does not specifically state whether 
they are to be applied to the reduced annuities or the unre- 
duced annuities. OPM has elected to apply the increases to 
the reduced annuities, which results in a higher cost to the 
Government. OPM calculates the reduced annuity only 
once for an individual at the time he or she retires and 
elects survivor coverage. Thereafter, the reduced annuity is 
adjusted by semiannual cost-of-living increases. This 
creates a situation where, for identical survivor benefits, new 
retirees pay more than earlier retirees who subsequently re- 
ceived cost-of-liking increases. GAO believes that a more 
equitable method would be to recalculate the annuity 
reduction each time there is a cost-of-living increase. If a 
marriage ends, OPM recomputes and restores the full an- 

nuity. In addition, it maintains a record from that time for- 
ward of the adjusted reduced annuity and survivor benefits 
payable in case the retiree remarries. This procedure 
preserves the potential for inequity among single retirees in 
the event of their subsequent remarriage and should be 
changed. 
Recommendations: The Acting Director, OPM, should 
determine reduced annuities for survivor coverage by first 
adjusting the full annuities for cost-of-living increases and 
then applying the reduction formula. The Acting Director, 
OPM, should propose a change to section 5 U.S.C. 8339 so 
that upon remarriage a retiree’s survior reduction would be 
determined according to the reduction formula applicable 
to other retirees. The Acting Director, OPM, should change 
the method of reestablishing full annuities in cases of mar- 
riage dissolution to the method described in this report. 

Agency Comments/Action 

OPM did not agree and has taken no action on this matter. 

Appropriations 

Personnel salaries and expenses - Office of Personnel Man- 
agement 

Appropriations Committee issues 

The Committees should consider the issues of paying civil 
service annuitants in an equitable manner and reducing the 
cost of the civil service annuitant fund. 



OFFICE OF PERSOIWYEL MANAGENENT 

Federal Merit Pay: Important Concerns Need Attention 
(FPC’D-81-q. 3-3-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. Classification Act Federal Salary Reform Act of 1962. Federal Pay 
Comparability Act of 1970. Performance Rating Act of 1950. 

The progress made by the Federal Government in imple- 
menting merit pay under the Federal Merit Pay Program 
was discussed. A review was initiated to determine if agen- 
cies will be adequately prepared to make merit pay determi- 
nations by October 198 1. 
Findings/Conclusions: Many Federal agencies may not be 
prepared by the October deadline to make determinations 
concerning merit pay as set out in the Civil Service Reform 
Act of 1978. Most Federal officials have not had any previ- 
ous merit pay experience, and agencies have not developed 
methods to measure how much it is costing to implement 
merit pay or whether merit pay will improve agency per- 
formance. If these problems are not considered, the Federal 
Merit Pay Program will be no more successful than previous 
attempts to base pay on performance. Various non-Federal 
agencies were observed to determine the best course of ac- 
tion concerning the implementation procedures needed for 
this program. It was found that agencies either had previous 
experience with merit pay systems or spent several years 
pretesting their systems before actually implementing them. 
Many Federal agencies do not plan to pretest their systems, 
and those who do plan to pretest intend only to pretest for a 
few months. Also, many agencies will not have sufficient 
time to conduct thorough training sessions. Federal man- 
agers must also become committed to the effort needed to 
make the merit pay system work smoothly. 
Recommendations: The Director of the Office of Personnel 
Management (OPM) should take a stronger role in en- 
couraging agencies to develop additional training courses 
and other programs designed to increase managerial skills 
and gain employee acceptance of pay-for-performance sys- 
tems. The Director of OPM should (1) require Federal 

agencies to define the objectives of their merit pay plans in 
more specific terms and develop evaluation strategies, us- 
ing these objectives, to monitor operations of the merit pay 
plans; and (2) provide more detailed cost information to 
Congress on the implementation of the merit pay program. 
To do this, OPM will have to provide agencies with a com- 
prehensive list of items for determining the cost of imple- 
menting merit pay and issue more detailed guidance on 
coverage so that agency heads and employee associations 
will have a more clear-cut idea of those employees that 
should or should not be covered by merit pay. The Director 
of OPM should establish minimum pretest criteria which 
agencies must successfully meet before making initial merit 
pay determinations. Extensions should be afforded to 
those agencies unable to complete pretesting activities suc- 
cessfully by October 1981. 

Agency Comments/Action 

OPM agreed in principle with the GAO recommendations. 
The remedies it proposed for correcting deficiencies were 
non-specific. 

Appropriations 

Salaries and expenses - Various agencies 

Appropriations Committee Issues 

Basing Federal pay on performance may take years to im- 
plement efficiently and effectively. 
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OFFICE OF PERSONNEL MANAGEMENT 

The Financial Disclosure Process of the Legislative Branch Can Be Improved 
(FPCD-81-20, 3-4-81) 

Budget Function: General Government (0800) 
Legislative Authority: Ethics in Government Act of 1978 (P.L. 95-521). Election Campaign Act of 1971 (Federal). S. Rule 
42. HR. 7401 (95th Cong.). S. 495 (95th Cong.). S. 555 (95th Cong.). S. Rept. 95-639. 

The Ethics in Government Act of 1978 was enacted to re- 
quire public financial disclosure of Members of Congress 
and other high-level officials in all three branches of Gov- 
ernment. The House Committee on Standards of Official 
Conduct and the Senate Select Committee on Ethics are 
responsible for implementing and administering the re- 
quirements of the Act. Under the Act, GAO is required to re- 
view and comment on whether disclosure requirements 
have been effectively implemented and whether audits for 
completeness and accuracy of disclosure reports should be 
performed. Accordingly, GAO reviewed the House and Sen- 
ate financial disclosure activities for the 1979 and 1980 
calendar year filing requirements. 
Findings/Conclusions: The Ethics Committees have no for- 
mal written procedures prescribing how the systems should 
operate and no clear delineation of responsibilities to guide 
them in effectively implementing and administering the Act. 
Neither Committee periodically checks to ensure that leg- 
islative branch agencies are properly identifying all indiidu- 
als required to file. Although compliance is a problem for 
candidates, neither Committee has created an effective sys- 
tem to obtain reports from nonfilers in a timely manner, nor 
are they effectively reviewing the disclosure reports to see 
that they are in proper form and comply with the disclosure 
provisions of the Act. While the Act authorizes the Attorney 
General to bring a civil action against any nonfiler, the Com- 
mittees have not taken action to refer nonfilers for prosecu- 
tion. The Act provides that a reporting individual need not 
report the holdings of or the source of income from the 
holdings of a qualified blind trust. Both Committees have 
approved trust arrangements where some of the trust in- 
struments and trustees did not appear to meet the trust 
standards of the Act. Neither Committee monitors the ad- 
ministration of a qualified blind trust after it has been ap- 
proved. The Act also requires that a copy of each disclosure 
report filed by congressional Members and candidates be 
sent to their States so that the report can be inspected by 
their constituents. Few requests are made for these reports, 
and States’ practices vary widely as to maintenance, use re- 
stritions, and disposition of reports. 
Recommendations: Congress should establish (1) a system 
that will monitor requests for and receipts of amended re- 
ports, and (2) timeframes for when an amended report 
should be filed. Congress should (1) monitor the appoint- 
ment of new employees required to file so that the commit- 
tee can observe filing compliance for these individuals; and 
(2) notify Senators who must designate a principal assistant 
when they do not have an employee equivalent to a GS-16 

or above on their staffs. Congress should follow up to en- 
sure that individuals requested to amend their reports com- 
ply in a timely fashion. Congress should, if audits are made 
an integral part of the congressional disclosure process, 
develop procedures to ensure that amendments to disclo- 
sure reports, required as a result of audits, are made 
promptly and included with the individual’s original financial 
report. Congress should, after sending the proper dunning 
notices to delinquent filers, refer nonfilers to the House 
Members for decision to refer them to the Attorney General. 
Congress should (1) develop formal procedures and re- 
quirements for approval of a proposed trust and its 
trustee(s); and (2) establish procedures for monitoring and 
enforcing the qualified blind trust requirements set forth in 
the law. Congress should assume the enforcement initia- 
tive, after sending the proper dunning notices to delinquent 
filers, by referring to the Attorney General, in a timely 
fashion, all individuals who have failed to file disclosure re- 
ports. Congress should (1) inform the House and Senate 
support organizations of the information needed to monitor 
filing compliance and specify the frequency when such in- 
formation is needed; (2) regularly monitor all nonfilers and 
establish a policy that specifies the actions that should be 
taken against nonfilers; (3) develop detailed guidelines to 
assist Committee staff when reviewing reports for com- 
pleteness and accuracy; and (4) require all candidates, in- 
cluding candidates who lose a primary election, to promptly 
file disclosure reports. Congress should institute the re- 
quirement for random audits of financial disclosure reports. 
If Congress elects to subject only Members of Congress and 
congressional employees to an audit requirement, both the 
House and Senate should adopt an appropriate rule. If the 
audit requirement also applies to legislative branch agency 
employees and congressional candidates, the law will have 
to be amended to require compliance by these individuals. 
Congress should (1) develop formal written criteria to assist 
Members in designating principal assistants subject to po- 
tential conflicts of interest; and (2) periodically evaluate leg- 
islative branch agencies’ identification of filers (including 
experts and consultants). 

Appropriations 

Government ethics - Legislative 

Appropriations Committee issues 

The Committees should consider the promotion of ethical 
conduct in the Government. 
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OFFICE OF PERSONNEL MANAGEMENT 

Federal Employees Excluded From Certain Provisions of Civil Service Reform Act of 1978 
(FPCD-81-28, 4-7-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978 (P.L. 95-454; 5 USC. 2302). 

The Civil Service Reform Act protects most Government 
employees from specified prohibited personnel practices 
such as discrimination, political coercion, and reprisals; 
however, this protection does not apply to employees in 
Government corporations. According to the Merit Systems 
Protection Board’s Office of the Special Counsel, there have 
been many complaints of personnel abuse within Govern- 
ment corporations. A review was performed to determine 
the justification for excluding all Government corporations 
from the provisions of the Act. 
Findings/Conclusions: According to the Office of the Spe- 
cial Counsel, it is not clear whether ail corporations are ex- 
cluded from the provisions of the Act. GAO contacted 13 
Government corporations which have employees in com- 
petitive service positions and are required to follow other 
civil service laws and regulations but are excluded from the 
protections afforded by the Act. Eight of the corporations 
stated that they assumed that the provisions applied to 
them. All but one of the corporations believed that their em- 
ployees should be entitled to the protections that other Fed- 

eral employees have. GAO believes that there is no justifica- 
tion for excluding certain Government corporations from 
the prohibited personnel practices provisions. 
Recommendations: Congress should amend 5 U.S.C. 
2302(a)(2)(C)(i) by deleting the term “Government cor- 
poration” and inserting instead the following: “...Govern- 
ment corporations exempted from civil service laws and re- 
gulations governing the appointment and removal of offi- 
cers and employees of the United States.” 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriatiqns Committee Issues 

The Committees should consider the fact that the Civil 
Service Reform Act does not protect certain Federal em- 
ployees from prohibited personnel practices such as 
discrimination, political coercion, and reprisals. 



OFFICE OF PERSONNEL MANAGEMENT 

Federal Grievance Arbitration Practices Need More Management Attention 
(FPCD-81-23, 5-5-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978 (P.L. 95-454). Back Pay Act (5 U.S.C. 5596(b)). Executive Order 
11491. Reorg. Plan-No. 2 of 1978. 5 U.S.C. 71. 

With the recent expansion of the Federal labor-manage- 
ment relations program, arbitration has become an impor- 
tant procedure for adjudicating employee grievances. The 
Civil Service Reform Act of 1978 effected collective bargain- 
ing and arbitration in the Federal sector. It expanded the 
scope of issues subject to the negotiated grievance pro- 
cedures and mandated that grievance arbitration be bind- 
ing. GAO undertook a study to assess the efficiency of 
agencies’ grievance arbitration procedures, including the 
use of arbitrators under the Act, and to identify areas need- 
ing improvements. 
Findings/Conclusions: The agencies and activities reviewed 
have not developed formal, systematic methods for moni- 
toring and evaluating their grievance arbitration systems. 
The activities do not collect the information needed to per- 
form the monitoring functions. As a result, labor-manage- 
ment representatives do not know the number of formal 
grievances that have been filed and cannot effectively deter- 
mine which activities are having problems. The agencies 
need to account for their grievance arbitration costs to help 
prevent wasteful expenditures and to better manage their 
grievance arbitration processes. A number of grievance ar- 
bitration procedures currently used in the private sector, 
which can help reduce costs and timeframes, could be 
used more often in the Federal sector. The Office of Per- 
sonnel Management (OPM) needs this cost information to 
monitor agencies’ efficiency and, where appropriate, to pro- 
vide technical assistance. Available training courses do not 
emphasize the cost-effective practices which can be put to 
use in the grievance arbitration process. The quality of arbi- 
tration.decisions can be enhanced if Federal parties select 
arbitrators from the Federal Mediation and Conciliation 
Service (FMCS) Federal arbitrator roster. The increasing 
number of Federal arbitrations requires an expanded Fed- 
eral sector roster. Because the joint guidelines for labor re- 
lations are generally not being followed by agencies, OPM 
needs to take aggressive steps to assure compliance. 
Recommendations: The Director of OPM should work with 
the Director of FMCS to: (1) expand the FMCS roster of 
qualified Federal sector arbitrators; and (2) encourage 
agencies to routinely request Federal sector arbitrator 
panels from the FMCS Federal arbitrator roster. The Direc- 
tor of OPM should provide guidance and technical assist- 

ante to agencies and management personnel on cost- 
effective grievance arbitration procedures. The Director of 
OPM should require agencies to monitor and evaluate their 
grievance arbitration processes. OPM should provide tech- 
nical assistance and guidance to help agencies meet this 
requirement. The Director of OPM should require agencies 
to account for the total costs associated with the grievance 
arbitration process and to report annually to OPM on these 
costs. This annual report should include the number of for- 
mal grievances filed, number of grievances going to arbitra- 
tion, arbitration-related costs, and management-related 
costs. The Director of OPM should encourage agencies to: 
(1) attempt negotiating expedited arbitration and consoli- 
dated or representative grievance procedures into subse- 
quent labor agreements; (2) use permanent arbitrator 
panels or permanent umpires for binding grievance resolu- 
tion; and (3) limit the use of arbitration hearing transcripts 
and post-hearing briefs. The Director of OPM should re- 
quire agencies to assess their current labor relations train- 
ing programs, determine their training needs, and provide 
needed training, especially in the areas of cost-effective 
grievance arbitration practices. OPM should periodically fol- 
low up with agencies to insure compliance. The Director 
should emphasize to agencies the importance that they 
should give labor relations training under the requirements 
of the Civil Service Reform Act. 

Agency Comments/Action 

OPM agreed with the recommendations and will promote 
the program of training practitioners in arbitration issues 
and in the process itself, including the considerations and 
benefits involved in expedited procedures. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee Issues 

The Committees should consider implementing better and 
more cost-effective grievance arbitration practices in the 
Federal sector. 



OFFICE OF PERSONNEL MANAGEMENT 

Cost of Increased Retirement Benefits for Panama Canal Employees 
(FPCD-81-42, 5-6-81) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Leglslatlve Authority: Panama Canal Act of 1979. P.L. 96-70. 

GAO was asked to provide information on the appropriate- 
ness of the Office of Personnel Management (OPM) cost 
determination as related to the increased retirement bene- 
fits granted to Panama Canal employees by legislation im- 
plementing the Panama Canal Treaty. In a previous report, 
GAO expressed concern that, unless OPM charged the Pa- 
nama Canal Commission on a basis which considered fu- 
lure pay and cost-of-living increases, all costs of increased 
benefits would not be recovered as was the intent of 
Congress. OPM subsequently completed its cost calcula- 
tions, and the Commission has paid the first installment on 
the increased retirement costs. 
Findings/Conclusions: GAO is still concerned that OPM is 
basing its charges to the Commission on an actuarial 
method which assumes that Panama Canal employees will 
never receive pay increases or retirement cost-of-living ad- 
justments. Because both pay increases and cost-of-living 
adjustments will add significantly to the ultimate cost, 
American taxpayers will be subsidizing the cost of the in- 
creased benefits by more than $200 million if OPM contin- 
ues to use this method. OPM estimated the cost of in- 
creased benefits under both static and dynamic economic 
assumptions. The static cost estimate assumed a 5-percent 
rate of interest. The dynamic estimate assumed a 7-percent 
rate of interest, and annual pay and cost-of-living annuity 
adjustments of 6.5 percent and 6 percent, respectively. 
GAO believes that the static estimate misrepresents the to- 

tal cost of the increased benefits and concurs with the ac- 
tuarial methods and economic assumptions used by OPM 
to develop the dynamic cost estimate. Although OPM has 
developed a dynamic estimate, the agency believes that, to 
be consistent with current financing practices of the civil 
service retirement system, it should charge the Panama Ca- 
nal Commission on a static cost basis until the law is 
changed to require funding of the entire retirement system 
on a dynamic cost basis. GAO believes that the Panama Ca- 
nal Act provides that OPM charge the Commission for costs 
of the increased benefits estimated on a dynamic cost 
basis. 
Recommendations: The Director of OPM should charge the 
Panama Canal Commission on the basis of the current 
dynamic cost estimate of $377.3 million. OPM should 
periodically review the cost estimate to determine whether 
the economic assumptions and other actuarial factors used 
need revision and, if so, to adjust the billing accordingly. 

Appropriations 

Salaries and expenses - Office of Personnel Management 

Appropriations Committee issues 

The Committees should be concerned with recognizing the 
full cost of Federal retirement. 
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OFFICEOFPERSONNELMANAGEMENT 
Cost-of-Living Allowances for Federal Employees in Nonforeign Areas Should Be Based on Spendable Income 
(FPCD-81-48, 5-13-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: S. 838 (97th Cong.). 

The purpose of a cost-of-living allowance is to enable a 
Federal employee in a nonforeign area to maintain pur- 
chasing power similar to that of a comparable Federal em- 
ployee in Washington, D.C. In a May 1979 report to the 
President, the Office of Personnel Management (OPM) 
recognized the reasons for adopting spendable income as 
the base for cost-of-living allowances but did not propose 
this change. Instead, it favored eliminating the program. In 
June 1979, President Carter proposed locality pay rates as 
part of his pay reform proposal for all General Schedule 
employees. This proposal would have replaced the cost-of- 
liing allowance program with locality pay rates, but the 
legislation expired without congressional action. President 
Reagan’s pay reform proposal would empower the 
President to designate pay areas, establish locality rates of 
pay for General Schedule employees, and eliminate the 
nonforeign area cost-of-living allowance program. 
Findings/Conclusions: By applying the cost-of-living al- 
lowance rates to base pay, employees are compensated for 
items that are not living costs such as income taxes, retire- 
ment, life insurance, savings, and charitable contributions. 
Federal employees receiving the same basic pay incur 
essentially the same cost for these items, regardless of their 
place of employment Paying cost-of-living allowances as a 
percentage of base pay overcompensates employees in the 
nonforeign areas by about $41.4 million annually. In Alaska, 
private sector salaries are substantially higher than salaries 
in the 48 contiguous States, and the Government already 
pays special higher rates to a few occupation groups to re- 
cruit and retain well-qualified personnel. Adopting spend- 
able income as the base for cost-of-living allowances would 
reduce payments in Alaska; however, that money may have 
to be added to special pay rates for all or nearly all employ 

ees in Alaska to recruit and retain personnel. This problem 
should not arise in other nonforeign areas, because Federal 
salaries there generally are competitive with private sector 
pay. As long as the nonforeign cost-of-living allowance 
remains in effect, GAO believes it should be based on 
spendable income rather than base pay. This change would 
make the cost-of-living allowance consistent with cost-of- 
living programs administered by the Departments of De- 
fense and State, eliminate allowances for expenses which 
are not related to place of employment, and save at least 
$23.2 million annually. 
Recommendations: The Director of the Office of Personnel 
Management should base cost-of-living allowance pay- 
ments on a percentage of spendable income, recognizing 
the number of dependents and salary level of the employ- 
ees affected. 

Agency Comments/Action 

OPM declined to act at this time saying that the preferred 
solution would be for Congress to act on the pay reform 
legislation previously submitted. 

Appropriations 

Salaries and expenses - Various agencies 

Appropriations Committee Issues 

The Committees should determine whether the improved 
administration of the cost-of-living allowance in nonforeign 
areas would save the Government millions of salary ex- 
penditure dollars and better achieve the legislative intent of 
the program. 



OFFICE OF PERSONNEL MANAGEMENT 

Personnel Conversions Daring Presidential Transition: Improved Monitoring Needed 
(FPCD-81-51, 5-27-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. F.P.M. Bull. 273-l 8. 

The Office of Personnel Management (OPM) investigated 
43 personnel conversions processed during the recently 
completed Presidential transition period. OPM reviewed 
conversions at three agencies, and GAO subsequently re- 
viewed conversions at four other agencies. As used in this 
report, conversion refers to the process in which an em- 
ployee is converted from a position in the excepted service 
to a position in the competitive service. Excepted employ- 
ees may be removed at the discretion of the Administration 
because they are not covered by the regulations governing 
the competitive senrice. However, employees in the com- 
petitive service are protected by laws and regulations which 
prohibit any personnel action based on factors other than 
job performance. 
Findings/Conclusions: OPM officials stated that they did not 
know the total number of conversions from excepted to 
competitive positions during the transition period because 
many personnel actions were approved at the agency level 
without OPM review. However, the OPM and GAO investiga- 
tions indicated that the transition period triggered a number 
of attempts to improperly convert excepted service employ- 
ees. The OPM finding that 30 percent of the 43 conversion 
cases it reviewed were improper suggested that during tran- 
sition other agencies may be improperly converting em- 
ployees. The OPM plans to require weekly reports on 
conversion actions during the transition period would have 
certainly enabled it to better oversee Government-wide 
conversion activity. GAO believes that highly visible pro- 

cedures for monitoring conversion actions would have 
been very useful during the transition period. 
Recommendations: The Director of OPM should (I ) require 
agencies to report to OPM the total number of conversions . 
from excepted to competitive positions made during the 
1980 transition period; (2) review these conversions, as ap- 
propriate, to insure that the actions were proper; and (3) 
provide, during future transition periods, more comprehen- 
sive monitoring of the conversions of excepted employees 
to competitive positions. 

Agency Comments/Action 

OPM generally agreed with the recommendations and stat- 
ed that it would continue to monitor conversions from ex- 
cepted to competitive positions. However, they indicated 
that consideration would be given to have agencies prepare 
weekly reports on conversion activities during future transi- 
tion periods. 

Appropriations 

Salaries and expenses - Most Federal agencies 

Appropriations Committee Issues 

The Committees should consider the prohibition of im- 
proper personnel practices in the Federal Civil Service. 



OFFICE OF PERSONNEL MANAGEMENT 

Federal Pay-Setting Surveys Could Be Performed More Efficiently 
(FPCD-N-50, 6-23-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Pay Comparability Act of 1970 (Federal) (5 U.S.C. 5305). Prevailing Rate Systems Act of 1972. 

GAO was requested to review certain aspects of Federal 
wage and salary surveys and to identify more efficient alter- 
natives. 
Findings/Conclusions: The Federal Government spends a 
great deal of time and money surveying the non-Federal 
sector for wage and salary information. Some of this effort 
is repetitious and unnecessary. Of the many surveys done 
each year, GAO identified three that could be combined 
with other surveys, could be done less frequently, or could 
be replaced with other satisfactory information: ( 1) the Fed- 
eral Wage System Appropriated Fund Survey; (2) the Fed- 
eral Wage System Nonappropriated Fund Survey; and (3) 
the Bureau of Labor Statistics (BLS) Professional, Adminis- 
trative, Technical, and Clerical Survey. Presently, the BLS 
annual survey to set Federal white-collar pay costs $2.3 mil- 
lion a year and is used to determine comparability of the 
current salaries of private sector jobs with the salaries of 
comparable Federal jobs. However, the survey is largely an 
unproductive effort since Presidents have seldom used its 
results. Thus, GAO believes that the BLS white collar sur- 
vey can be done less often. 
Recommendations: Congress should direct OPM, in coordi- 
nation with DOD, to study the feasibility of having BLS do 
the nonappropriated fund surveys or linking or indexing 
nonappropriated fund wages to the FWS appropriated fund 
pay system. Congress should amend the Federal Pay Com- 
parability Act of 1970 (5 U.S.C. 5305) to eliminate the re- 
quirement to conduct the comparability survey each year 

and to provide for interim-year pay adjustments by using 
the BLS Employment Cost Index. Congress should amend 
the Prevailing Rate Systems Act of 1972 making BLS 
responsible for conducting the blue-collar appropriated 
fund surveys as part of its area wage survey programs. 

Agency Comments/Action 

The Office of Management and Budget and the National 
Aeronautics and Space Administration generally agreed 
with the recommendations. The Department of Defense, 
the Veterans Administration, and the Office of Personnel 
Management agreed with the intent of the recommenda- 
tions to eliminate duplication and reduce the burden on the 
private sector but stated that detailed survey information is 
needed to thoroughly analyze blue and white-collar wage 
data. 

Appropriations 

Salaries and expenses - Most Federal agencies 

Appropriations Committee Issues 

The Committees should consider more efficient and cost- 
effective practices for setting Federal pay. 



Action Needed To Eliminate Delays in Processing Civil Service Retirement Claims 
(FPCD-81-40, 7-20-81) 

Budget Function: General Government: Central Personnel Management (0805) 

For the past 4 years, the Office of Personnel Management 
(OPM) has not met its performance standards of 35 days 
for acceptable retirement claims settlement. In January 
1981, OPM was taking an average of 98 days to settle retire- 
ment claims. Claims from survivors of deceased annuitants 
and deceased employees were taking even longer. OPM of- 
ficials initiated several actions to improve the claims proc- 
essing operation. They developed a means of identibing 
workforce requirements, detailed for 90 days former claims 
examiners who settled about 9.000 claims, recruited 113 
additional claims examiners, and refined the claims settle- 
ment process. Without these actions, settlement times 
would be much longer. 
Findings/Conclusions: Even with the expanded workforce 
and current settlement process, GAO estimates that OPM 
will need 2.5 more years to eliminate the backlog of claims 
and reach its 35-day processing standard. GAO found the 
primaly cause of the lengthy delays in settling retirement 
claims to be the failure by OPM to maintain a sufficient and 
experienced workforce. Other causes were a cumbersome 
claims process and incomplete and inaccurate records 
submitted by employing agencies. OPM has no standards 
for measuring the productivity of its examiners. The current 
workforce planning process of OPM is not based on achiev- 
ing the OPM standard for an acceptable level of service to 
retirees. Had OPM based its plans on meeting the accept- 
able standard, it would have recognized the need to take 
corrective action. Before 1980, regardless of complexity, all 
claims moved through the same processing steps, and 
OPM made no effort to identify claims that could be proc- 
essed faster than others. Approximately 25 percent of retire- 

ment claims could be settled by abbreviated processing. 
OPM cannot complete its claims settlement process until it 
receives complete and accurate records from agencies. Ap- 
proximately 10 percent of all records submitted by agencies 
are inaccurate or incomplete, and correcting these deficien- 
cies can extend OPM settlement times by more than 70 
days. The current manual claims process needs to be au- 
tomated: however, OPM has not developed a long-term 
plan for automating the retirement process. 
Recommendations: The Director of OPM should: (1) apply 
additional resources to claims settlement to more quickly 
eliminate the backlog and achieve the 35-day processing 
standard; (2) develop a workforce plan based on maintain- 
ing 35-day processing times; (3) develop productivity 
measurements and use them to hold employees and man- 
agers accountable for their performance; (4) evaluate 
periodically the timeliness, completeness, and accuracy of 
records submitted by employing agencies and inform them 
of their performance deficiencies; and (5) develop a long- 
term plan for automating the retirement claims process 
which will insure that settling claims entails less manual ef- 
fort. 

Agency Comments/Action 

Agency comments were not received as of September 30, 
1981. 

Appropriations 

Salaries and expenses - Various agencies 



OFFICE OF PERSONNEL MANAGEMENT 

Evaluations Called for To Monitor and Assess Executive Appraisal Systems 
(FPCD-81-55, 8-3-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authorlty: Civil Service Reform Act of 1978. 

GAO reviewed the Senior Executive Service (SES) perform- 
ance appraisal system. The appraisal process is intended to 
evaluate the performance of senior executives and provide 
a basis for making many executive personnel decisions, in- 
cluding monetary performance awards, development, ad- 
vancement, and dismissals. GAO stated that, while it is too 
early to judge the overall effectiveness of the SES appraisal 
systems, it wanted to identify existing or potential problems 
so that agencies and the Office of Personnel Management 
can take corrective action. 
Findings/Conclusions: GAO stated that non-Federal experi- 
ence shows that pretesting, user training, evaluation of sys- 
tems, and several years of development are important steps 
to implementing successful performance appraisal sys- 
tems. Since many agencies did not follow these steps in im- 
plementing their SES systems, the first few years in opera- 
tion will be experimental. As a result, agencies need to 
develop and implement formal evaluation systems to moni- 
tor and assess the effectiveness of their SES performance 
appraisal processes to insure that they are valid, fair, and 
objective. GAO concluded that, unless a reliable and timely 
method exists for evaluating and monitoring appraisal sys- 

tems, areas which need improvement cannot be effectively 
identified. 
Recommendations: The OPM Director should: (1) require 
agencies to establish and implement comprehensive evalu- 
ation and monitoring systems for their SES performance 
appraisal processes; (2) issue minimum standards and re- 
quirements which should be included in all evaluation sys- 
tems implemented by agencies; (3) provide guidelines to 
agencies on how to establish and implement an effective 
evaluation process; and (4) follow up with agencies to in- 
sure that evaluation systems are being properly and effec- 
tively implemented. 

Agency Comments/Action 

Agency comments were not available as of September 30, 
1981. 

Appropriations 

Salaries and expenses - Various agencies 



OFFKEOFPERSONNELMANAGEMENT 
Federal Life Znsurance Changes Woald Improve Benefits and Decrease Costs 
(FPCD-81-47, 8-2I-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Federal Employees’ Group Life Insurance Act of 1980 (P.L. 96-427). Federal Employees’ Group Life 
insurance Act of 1954 (P.L. 83-598). 

GAO was requested to assess certain aspects of the Federal 
Employees’ Group Life Insurance program. The objectives 
of the review were to evaluate alternatives for improving 
post-retirement life insurance benefits, to evaluate a change 
proposed in an earlier GAO report, and to obtain current 
data on payment of risk charges. 
Findings/Conclusions: Although the Federal Employees’ 
Group Life Insurance Act of 1980 added provisions to im- 
prove post-age 65 benefits, GAO found significant 
shortcomings in the?se provisions. The single premium rate 
which the Office of Personnel Management established for 
each of these options is inequitable and does not reflect 
mortality risks. This program also requires younger retirees 
to pay premiums without being provided any additional 
benefits until age 65. Changing Group Life by adding a 
modified supplemental post-age 65 insurance election for 
new hires cannot be provided without a premium increase, 
even with continuing contributions until death, and it may 
not attract enough participants to make it a viable part of 
Group Life since no benefits would be derived from higher 
premiums until after age 65. Although this option could be 
less costly in the long term than the current option provid- 
ing no reduction of post-retirement coverage, GAO believes 
that equity with non-Federal programs justifies correlating 

benefits with length of program participation and Increasing 
Group Life coverage for post-age 65 retirees. Correlating 
post-retirement benefits with length of program participa- 
tion and increasing the minimum post-age 65 coverage to 
50 percent, for employees with 30 or more years of service, 
is more desirable. Such a change would: (I ) not require any 
increase in premiums; (2) eliminate certain program inequi- 
ties; and (3) make post-retirement benefits more compara- 
ble with non-Federal employee insurance plans. 
Recommendations: Congress should amend the Federal 
Employees’ Group Life Insurance Act to: (1) increase the 
minimum post-age 65 coverage to 50 percent of the cover- 
age at retirement and correlate post-retirement benefits 
with length of participation in Group Life program; and (2) 
rescind the requirement that Group Life pay insurance 
company risk charges. 

Agency Comments/Action 

Agency comments had not been received as of September 
30, 1981. 

Appropriations 

Salaries and expenses - Various agencies 
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OFFICE OF PERSONNEL MANAGEMENT 

Serious Problems Need To Be Corrected Before Federal Merit Pay Goes Into Effect 
(FPCD-81-73, 9-11-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978 (P.L. 95-454). 5 U.S.C. 4304. 

GAO reviewed the Federal agencies’ progress in imple- 
menting the performance appraisal and merit pay provi- 
sions of the Civil Service Reform Act. 
Findings/Conclusions: GAO is concerned about the Federal 
agencies’ readiness to make sound merit pay decisions. 
The decentralized, nonprescriptive approach of the Office 
of Personnel Management (OPM) is not providing the 
leadership that is needed to insure quality merit pay pro- 
grams. Its nonprescriptive approach has resulted in guide- 
lines to agencies that are not timely or definitive enough to 
insure that effective pay-for-performance systems will be 
developed. OPM has emphasized reviewing and approving 
agencies’ performance appraisal and merit pay plans for 
compliance with the law, but not assessing the quality of 
these systems or assuring that they operate properly. In ad- 
dition, many agencies are not pretesting their systems to 
identify and correct problems early. The review points out 
that problems with merit pay implementation could cause 
program failure unless immediate action is taken. GAO be- 
lieves that merit pay implementation should be delayed un- 
til agencies are ready to make sound decisions based on 
performance and urges OPM to revise its formula to comply 
with the law. 
Recommendations: Congress should enact an appropria- 
tion restriction in a fiscal year 1982 appropriations act. This 
restriction would prohibit agencies from making merit pay- 
outs beginning in October 1981 if they have not pretested 
their entire performance appraisal and merit pay systems or 
complied with OPM guidelines. The Director of OPM 
should require all agencies to comply with OPM guidelines 
on defining levels of performance before a payout is made. 
The Director of OPM should more clearly define which em- 
ployees are to be included in the merit pay program. The 
Director of OPM should require agencies to pretest their en- 
tire pay-for-performance systems, from standard-setting to 
appraisal and merit payouts, before making actual payouts. 
The Director of OPM should petition the President to grant 
exclusions from the October 1981 merit pay deadline to 
those agencies that have not pretested their entire perform- 
ance appraisal and merit pay systems and those agencies 
that do not comply with OPM guidelines. The Director of 
OPM should certify, after reviewing an agency’s pretest, that 
the agency does fairly and accurately link pay to perform- 

ante. The Director of OPM should require agencies to in- 
sure employee participation in developing performance 
standards that address the most important elements of the 
employee’s job in both qualitative and quantitative terms. 
The Director of OPM should insure that agencies use per- 
formance standards that have been agreed to by the super- 
visor and employee at the beginning of the appraisal period 
as the basis for performance evaluations as mandated by 
the Reform Act. The Director should require those manag- 
ers responsible for reviewing performance appraisals to 
also review and approve performance standards early in the 
appraisal period. The Director of OPM should require agen- 
cies to have performance standards in place a minimum of 
120 days before making pay decisions based on those 
standards. On the basis of the OPM petition, the President 
should exclude from the October 1981 mandatory merit 
pay implementation date those agencies that have not 
pretested their entire performance appraisal and merit pay 
systems and those agencies whose systems do not comply 
with OPM guidelines and General Counsel opinion. This will 
enable OPM to require agencies to pretest their entire pay- 
for-performance systems before making actual merit pay- 
outs and to give agencies time to make their performance 
appraisal systems comply with OPM guidelines and the 
General Counsel opinion. The Director of OPM should re- 
vise the merit pay computation formula to insure that pay- 
roll costs under merit pay do not exceed what would have 
been paid had the General Schedule pay system remained 
in place for merit pay employees. The Director of OPM 
should develop a 1981 merit pay computation formula for 
those agencies that have already made payouts to adjust for 
the additional funds used in 1980. The Director of OPM 
should insure that merit pay funds attributable to employ- 
ees at the $50,112.50 statutory pay ceiling are not used to 
reward employees below the ceiling. 

Agency Comments/Action 

A Comptroller General’s decision formalized the change, 
and OPM reduced funding formula. 

Appropriations 

Salaries and expenses - Various agencies 
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OFFICE OF PERSONNEL MANAGEMENT 

Tightening Eligibility Standards Could Cut Involuntary Retirement Costs by Millions of Dollars 
(FPCD-81-71. 9-25-81) 

Budget Function: Income Security: Federal Employee Retirement and Disability (0602) 
Legislative Authority: Civil Service Reform Act of 1978. P.L. 67-363. P.L. 90-486. 

GAO reported on the eligibility standards governing the in- 
voluntary retirement program which was established to pro- 
vide immediate annuities to employees of long service who 
are involuntarily separated through no fault of their own. 
Age, service requirements, and benefits are established in 
law; however, the Office of Personnel Management (OPM), 
as administrator of the civil service requirement system, is 
responsible for determining what constitutes an involuntary 
separation. Originally, involuntary retirements were permit- 
ted only for employees subject to reduction-in-force. How- 
ever, over the years, the OPM implementing policy and in- 
structions have been liberalized. Under current policy, an 
employee becomes eligible for involuntary retirement when 
he is merely notified that his position is to be abolished. 
Findings/Conclusions: GAO believes that OPM needs to 
tighten the eligibility criteria for early retirements to avoid 
unwarranted separations and reduce costs. Hundreds of 
unwarranted involuntary retirements are occurring because 
current OPM policy permits employees to decline reason- 
able offers of other positions and retire early. The involun- 
tary retirement program needs to be restructured to prohibit 
early retirements when an agency extends to the employee, 

whose position is to be abolished, a reasonable offer of 
another position. GAO concluded that restructuring the 
program would serve a twofold purpose by retaining experi- 
enced employees who are retiring prematurely and by 
reducing outlays from the civil service retirement fund. 
Recommendations: The Director, OPM, should disallow in- 
voluntary retirements when an agency offers an employee 
whose position is to be abolished a vacant position within 
the agency and commuting area for which the employee is 
fully qualified and when acceptance would not result in an 
immediate reduction in pay. The Director, OPM, should 
monitor the retirement program to assure that agencies are 
making offers to the fullest extent practicable. 

Agency Comments/Action 

The agency had not provided comments as of October 16, 
1981. 

Appropriations 

Salaries and expenses - Various agencies 
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OFFICE OF PERSONNEL MANAGEMENT 

Actions Needed To Enhance the Credibility of Senior Executive Service Performance Award Programs 
(FPCD-81-65, 9-30-81) 

Budget Function: General Government: Central Personnel Management (0805) 
begislative Authority: Civil Service Reform Act of 1978 (P.L. 95-454; 5 U.S.C. 4312). Supplemental Appropriations Act, 
1980. 

GAO reviewed the Senior Executive Service (SES) perform- 
ance and rank awards paid as of June 1981. The objectives 
of the review were to: (1) gather statistical data on perform- 
ance and rank awards to determine if agencies were in 
compliance with the law and with the Office of Personnel 
Management’s (OPM) guidance, (2) assess the validity and 
effectiveness of methods and criteria that agencies use in 
making award payments, (3) examine the composition and 
functioning of agencies’ performance review boards, and 
(4) identify any changes that may be necessary to enhance 
the award process. 
Findings/Conclusions: The agencies reviewed generally ap- 
peared to be making reasonable efforts to administer and 
refine workable performance award systems. Congress, 
senior executives, and the press have criticized the adminis- 
tration of SES awards. One of the major criticisms has been 
that upper level executives have received a dispropor- 
tionately large share of awards. A related criticism has been 
that factors other than performance have been used to 
determine performance award recipients. Another criticism 
has been that the performance review board members, who 
review and make recommendations on ratings and per- 
formance awards, have granted themselves awards. Still 
another criticism has been that agencies consistently have 
granted the maximum number of allowable awards. In addi- 
tion, GAO noted two other issues that needed attention: (1) 
the desirability of, and purpose served by, including reem- 
ployed annuitants in SES, thereby making them eligible for 
awards; and (2) the methods agencies use in determining 
the maximum allowable number of performance awards. If 
SES performance awards are to serve their intended pur- 
poses of rewarding outstanding performance and en- 
couraging excellence and higher productivity, it is essential 

that they be viewed more favorably, particularly by the 
senior executives themselves. Therefore, GAO believed that 
the criticisms and issues needed to be addressed. 
Recommendations: The Director of OPM should assume 
responsibility for approving agencies’ performance review 
board policies, procedures, and criteria for performance rat- 
ing and award recommendations as part of the agencies’ 
performance appraisal systems. Such approval should in- 
sure that agencies: (1) use performance, not other factors, 
as the basis for determining performance ratings and to 
identify Senior Executive Service members deserving of a- 
ward; and (2) structure agencies’ performance review 
boards so that members cannot recommend themselves 
for award. Also, the Director of OPM should: (1) reconsider 
the award eligibility of reemployed annuitants; (2) clarify the 
method agencies should use to compute the maximum al- 
lowable number of awards that can be paid; (3) study and 
report to Congress on the optimal number and size of per- 
formance awards that should be granted to achieve the ob- 
jectives for which they are intended; and (4) develop a 
strong monitoring effort through the OPM data collection 
system and compliance visits to agencies to help insure that 
valid statistics on the entire performance rating and award 
system exist and that performance award systems are 
creditable and equitable. 

Agency Comments/Action 

Agency comments were not available as of October 20, 
1981. 

Appropriations 

Salaries and expenses - Various agencies 
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PANAMA CANAL COMMISSION 

Panama Canal Commission Expenditures for Entertainment, Official Residence, and Supervisory Board 
(10-81-57, B-5-81) 

Budget Function: international Affairs: Foreign Information and Exchange Activities (0153) 
Legislative Authority: Panama Canal Act of 1979 (P.L. 96-70; 93 Stat. 459). Antideficiency Act. 35 Comp. Gen. 306. 35 
Corn?. Gen. 308. 5 Comp. Gen. 455. 5 Comp. Cien. 456. P.L. 96-400. H. Rept 96-98. B-I 99251 (1980). 5 U.S.C. 5913. 

In response to a congressional request, GAO audited ex- 
penditures made by the Panama Canal Commission for: (1) 
entertainment; (2) operation and maintenance, including 
staffing of the official residence provided for the Administra- 
tor; and (3) expenses of the Supervisory Board established 
by the Panama Canal Act. 
Findings/Conclusions: GAO found that the costs related to 
the three activities were scattered throughout the budget 
and that the Commission believed that the spending limits 
applied only to certain budget line items and not to related 
costs in other parts of the budget In summing the costs, 

GAO found that the Commission was near violation of the 
Antideficiency Act with regard to its expenditures from ap- 
propriations for expenses of official reception and represen- 
tation, including entertainment GAO believed that this si- 
tuation was related to the difficulty in making the transition 
from a corporate form to an appropriated fund agency and 
found no evidence of intent to circumvent the spending lim- 
its. GAO also believed that changes made in accounting for 
the costs of the residence were not adequately disclosed, 
and GAO disagreed with the rationale for certain of these 

changes. In assessing performance against the spending 
limits, the Commission needed to consider all expenditures 
for related activities rather than specific budget line items or 
how and where expenditures are recorded. GAO could ap- 
preciate how the Commission arrived at its conclusion, but 
the weight of the past decisions suggested that spending 
limits apply to the purposes of expenditures, not how the 
expenditures are budgeted or recorded. 
Recommendations: The Chairman of the House Committee 
on Merchant Marine and Fisheries should request specific 
detailed analyses from the Panama Canal Commission for 

costs relating to entertainment, operation and maintenance, 
and expenses of the Supervisory Board. 

Agency Comments/Action 

Agency comments were not required. 

Appropriations 

Operations - Panama Canal Commission 
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SECURITIESANDEXCHANGECOMMISSION 

impact of Foreign Corrupt Practices Act on U.S. Business 
(A FMD-N-34, 3-4-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Legislative Authority: Foreign Corrupt Practices Act of 1977 (P.L 95-213). Securities Exchange Act of 1934. S. 2763 (96th 
Cong.). H.R. 7479 (96th Cong.). 

Congress enacted the Foreign Corrupt Practices Act in 
response to widespread questionable corporate payments. 
The law, which makes offering payments to foreign officials 
to obtain or influence business illegal, also contains signifi- 
cant internal accounting control objectives and recordkeep- 
ing requirements. GAO solicited information from 250 cor- 
porations regarding the Act’s impact on corporate activities. 

Findings/Conclusions: The Act has brought about efforts to 
strengthen corporate codes of conduct and systems of 
internal accounting controls. However, many corporations 
believe that the cost of complying with the Act exceeds the 
benefits derived. More than 30 percent of the corporations 
engaged in foreign business reported that they had lost 
overseas business as a result of the Act There is also exten- 
sive dissatisfaction with the clarity of the Act’s accounting 
provisions. Increasing the uncertainty over what constitutes 
compliance with the Act is the controversy over whether the 

provisions include a materiali standard. The Act’s antibri- 
bery provisions have also been criticized as being ambigu- 
ous. In addition, many corporations believe that they are 
suffering a competitive disadvantage due to the lack of an 
international antibribery agreement 
Recommendations: Congress should closely monitor the 
status of U.S. efforts to reach an international antibribery 
agreement and that Congress urge the President to actively 
pursue such an agreement. The Chairman of Securities 
and Exchange Commission and the Department of Justice 
should develop alternatives to address the antibribery ambi- 
guities. 

Agency Comments/Action 

The Commission said it was awaiting the business commu- 
nity response to its January 29, 1981, policy statement on 
the accounting issues mentioned in the GAO report. 
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SMALL BUSINESS ADMINISTRATION 

What Is a Small Business? The Small Business Administration Needs To Reexamine Its Answer 
(C’ED-78-149. U-Y-781 

Budget Function: Commerce and Transoortation: Other Advancement and Regulation of Commerce (0403) 
Legiktive Authority: Small Business Act (15 USC. 632). 

The Small Business Administration’s (SBA) size standards 
define which businesses are small and, therefore, eligible 
for Federal small business assistance programs. SBA regu- 
lations state that, since smaller concerns often are forced to 
compete with middle-sized, as compared with very large 
concerns, size standards should be established as low as is 
reasonably possible. Also, these standards should be limit- 
ed to that segment of each industry that is “struggling to 
become or remain competitive.” 
Findings/Conclusions: The present loan and procurement 
size standards for most industries were established 15 or 
more years ago and have not been reviewed periodically to 
determine their continuing validity. SBA records do not indi- 
cate how size standards established before 1971 were ar- 
rived at. Analyses supporting IO of the 64 standards estab- 
lished since 1971 do not demonstrate that the standards 
were set in conformance with agency regulations. Because 
the SBA has not accumulated data on the size of 
businesses that have bid both successfully and unsuccess- 
fully on set-aside and unrestricted contracts, it does not 
know the size of firms in many industries which need set- 
aside protection. The current size standards often define as 
“small” a high percentage of an industry’s businesses. The 
size standards appear to have little effect on the size of 
businesses which receive section 7(a) loans. 
Recommendations: The Administrator of the SBA should 
reexamine the standards to ensure that agency assistance is 

directed where it will best preserve free competitive enter- 
prise and protect the interests of small businesses. This re- 
view should include: (1) determining, in accordance with re- 
gulations, the size of businesses in each industry that are 
struggling to become or remain competitive, and (2) by col- 
lecting data on the size of bidders on set-aside and unres- 
tricted contracts, determining the size of businesses which 
need set-aside protection. 

Agency Comments/Action 

SBA generally agreed with the GAO recommendations and 
is in the process of establishing new small business size 
standards. 

Appropriations 

Operating expenses - Small Business Administration 
Salaries and expenses - Small Business Administration 

Appropriations Committee Issues 

SBA should ensure that size standards, established for 
many industries and most of its programs, are set so that 
agency assistance is directed where it will best preserve free 
competitive enterprise and protect the interests of small 
businesses. 



SMALL BUSINESS ADMINISTRATION 

Efforts To Improve Management of the Small Business Administration Have Been Unsatisfactory--More Aggres- 
sive Action Needed 
(CED-79-103, 8-21-79) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Small Business Act (15 USC. 636(A)). Small Business Investment Act of 1958 (15 U.S.C. 661). 
Small Business Amendments of 1974 (P.L. 93-386). 

The Small Business Administration (SPA) has been unsuc- 
cessful in carrying out many GAO recommendations to 
correct problems in its programs and activities. Key pro- 
grams and activities dealing with personnel, financial, and 
management control functions of the agency continue to 
need improvement. 
Findings/Conclusions: SBA continues to produce unsound 
loans under the business loan program because its approv- 
al and servicing procedures are not followed. The agency’s 
monitoring of the local development companies’ activities 
continues to be insufficient. Investment policies of small 
business investment companies have not changed appreci- 
ably since prior review by GAO. Some employees making 
or influencing decisions on assistance do not file state- 
ments of employment and financial interests, even though 
the agency issued rules and regulations on the matter. 
Although the agency has issued new procedures in some 
cases and reminded employees to follow existing pro- 
cedures in others, most of the problems previously reported 
to Congress still exist. 
Recommendations: The Administrator, SBA, should review 
SBA actions to implement the prior recommendations, and 
take the steps necessary to make sure that effective correc- 
tive actions are taken on those recommendations which 
have not been fully carried out. In future oversight hearings 
on the local development company program, the Senate 
Select Committee on Small Business and the House Com- 
mittee on Small Business should review the SBA March 

1977 policy change which eliminated the requirement that 
owners of small businesses who have sufficient personal re- 
sources fund at least part of the loan. With this change, the 
agency is not a lender of last resort, as is the case in other 
small business loan programs. In addition, these Commit- 
tees should closely monitor the agency’s progress in 
correcting problems. 

Agency Comments/Action 

The Administrator, SBA, agreed and directed that a review 
and evaluation be made of all recommendations made in 
GAO reports issued since 1975, including Public Law 
93-386. SBA has finished the review and has taken some 
actions to implement the GAO recommendations. 

Appropriations 

Business Loan and Investment Fund - Small Business Ad- 
ministration 
Salaries and expenses - Small Business Administration 

Appropriations Committee Issues 

The Committees should determine how well the SBA top 
management has acted to ensure that the prior GAO 
recommendations are effectively implemented. 
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SMALL BUSINESS ADMINISTRATION 

How Do Federal Agencies Assure That Disaster Loan Recipients Maintain Mandatory Flood Insurance 
(CED-80-10, 10-26-79) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (0453) 
Legislative Authority: Disaster Relief Act of 1974 (P.L. 93-288). Flood Disaster Protection Act of 1973 (P.L. 93-234). Na- 
tional Flood Insurance Act of 1968 (42 U.S.C. 4012a). Consolidated Farm and Rural Development Act (7 U.S.C. 1961). 
Small Business Act (15 U.S.C. 636(b)). 24 C.F.R. 2205. Executive Order 12127. Executive Order 12 148. 43 Fed. Reg. 
7142. 42 U.S.C. 5154(b). 

The disaster loan programs of the Farmers Home Adminis- 
tration (FmHA) and the Small Business Administration 
(SBA) were reviewed in an examination of the procedures 
used by Federal agencies to assure that disaster loan recipi- 
ents maintain flood insurance when required as a condition 
for such loans. GAO reviewed legislation; agency policies, 
procedures, regulations, and guidelines; and gathered 
statistics on repeat flooding, flood insurance policies, and 
FmHA and SBA flood disaster loan activities since fiscal 
year 1975. 
Findings/Conclusions: Neither of these agencies nor the 
Federal Emergency Management Agency (FEMA) had ade- 
quate information concerning the number of communities 
suffering repeat flooding, the number of loans requiring 
mandatory flood insurance made in flood hazard areas, and 
the number of borrowers required to buy flood insurance 
who had failed to renew or had their insurance canceled be- 
fore the final repayments of their loan. Therefore, the extent 
of actual or potential losses to the Government and to bor- 
rowers from failure to maintain flood insurance could not 
be determined. Since neither of the legislative acts covering 
flood and disaster relief% explicit as to second loans to indi- 
viduals failing to maintain required insurance on previous 
loans, FEMA, Fml-LA, and SBA established their own poli- 
cies and regulations on subsequent assistance. Thus, there 
was some inconsistency in the three agencies practices. 
Given the known incidences of repeat flooding at the county 
level throughout the Nation during the last decade, flood in- 
surance policy cancellation could develop into a financial 
disaster for uninsured borrowers. FEMA has certain correc- 
tive actions planned to combat the current lack of adequate 
information at the community and borrower levels. FmHA 
had adequate procedures to protect the Government’s in- 
terest by assuring that flood insurance is maintained where 
required. SBA practices appear to be less than adequate in 
that the agency does not have contingency procedures 
which allow it to pay the insurance premium if the borrower 
fails to renew. 
Recommendations: The Administrator of SBA should: (1) 
determine the extent of flood insurance cancellation by 

disaster loan recipients since the Flood Disaster Protection 
Act of 1973 took effect, (2) examine the writeoffs of uncol- 
lectable loans since that time due to repeat flooding, and 
(3) estimate the annual costs of monitoring SBA flood 
disaster loans. Unless the costs of loan servicing substan- 
tially exceed actual or potential uninsured losses, the Ad- 
ministrator should revise agency procedures to require that 
each flood disaster loan threatened by the borrower’s failure 
to renew be serviced annually. If the agency revises its pro- 
cedures, the Administrator should adopt contingency provi- 
sions similar to those of FmHA which would permit SBA to 
pay the borrower’s insurance, should he fail to do so, and to 
seek reimbursement from the borrower. The Subcommit- 
tee on Oversight and Review should, in conjunction with the 
appropriate legislative committee, examine whether there is 
a need for a more specific or uniform national policy 
governing subsequent loans to individuals who fail to main- 
tain flood insurance required by a previous loan. 

Agency Comments/Action 

SBA stated that the recommendations could only be ac- 
commodated by extensive analysis which would require 
many manhours of effort and that the agency did not have 
the necessary personnel to make this kind of analysis. Fur- 
ther, SBA stated that, in view of its historically low loss rate 
on disaster loans, it would not appear that the cost benefit 
of such analysis would be justified. SBA, however, could 
provide no evidence to shoy: that its loss rate was historical- 
ly low. 

Appropriations 

Disaster Loan Fund - Small Business Administration 

Appropriations Committee Issues 

The Committees should consider requiring SBA to perform 
the recommended analysis. 
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SMALL BUSINESS ADMINISTRATION 

The Surety Bond Guarantee Program: Significant Changes Are Needed in its Management 
(CED-80-34, 12-27-79) 

Budget Function: Community and Regional Development: Community Development (0451) 

The Surety Bond Guarantee Program of the Small Business 
Administration (SBA) was established to guarantee up to 90 
percent of a surety company’s losses on bonds issued to 
small businesses which could not obtain bonding without 
the guarantee. From its inception in 1971, the program 
guaranteed more than 91,000 contracts totaling $6.3 bil- 
lion. GAO evaluated the management of the program. 
Findings/Conclusions: SBA has not managed the Surety 
Bond Guarantee Program satisfactorily. GAO identified four 
principle problem areas. First, SBA approved most bond 
guarantee applications on the basis of limited reviews of in- 
complete or erroneous underwriting data. As a result of this 
practice, SBA-guaranteed contractors defaulted on about 
5,600 contracts. Second, SBA and participating sureties 
made little effort to minimize losses by attempting to 
prevent contractor defaults. Dealing with sureties which 
specialize in writing SBA-guaranteed bonds raised the costs 
of defaults to SBA since most specialty sureties do not have 
the capability to handle claims internally: the cost of claims 
handled by outside attorneys was charged to SBA. Third, 
the program has not significantly contributed toward gradu- 
ating contractors into the private bonding market. This has 
been due to a failure to encourage graduation, a reluctance 
on the part of specialty sureties to issue bonds without SBA 
guarantees, and the failure of SBA to establish guidelines 
regarding contractor graduation. Fourth, SBA did not iden- 
tify the need for management assistance or provide assist- 
ance to program contractors; rather, program officials 
responded only to infrequent requests for assistance. 
Recommendations: The Administrator of SBA should: (1) 
develop underwriting guidelines to assist program person- 
nel and surety companies in evaluating contractors’ surety 
bond guarantee applications and require program officers 

to verify the data contained in selected contractor applica- 
tions; (2) direct program officers to decline applications 
with inadequate underwriting data and to refuse to do busi- 
ness with agents who repeatedly submit unreliable data; (3) 
establish and enforce guidelines regarding surety responsi- 
bilities for monitoring contractor progress and preventing 
defaults; (4) establish a claims-handling reimbursement 
rate which will result in a reasonable and equivalent net 
claims-handling cost for sureties which have in-house 
claims handling capability and those which do not; (5) es- 
tablish graduation criteria and procedures for formally en- 
couraging and assisting contractors to obtain private bond- 
ing and place incentives on the surety companies to gradu- 
ate contractors; and (6) identify the management assist- 
ance needs of program contractors and provide timely and 
adequate management assistance to them. 

Agency Comments/Action 

SBA placed an interim management team in the Surety 
Bond Guarantee Program to determine what specific 
changes need to be implemented. The agency also initiated 
an audit of surety company claims. 

Appropriations 

Surety Bond Guarantee Program - Small Business Admin- 
istration 

Appropriations Committee Issues 

Opportunities exist for SBA to minimize losses in the Surety 
Bond Guarantee Program. 



SMALL BUSINESS ADMINISTRATION 

Small Business Administration Franchise Loans: Risk of Loss Can Be Reduced and Program Effectiveness Im- 
proved 
(CED-80-47, 4-U-80) 

Budgat Function: Community and Regional Development: Area and Regional Development (0452) 
Leaialatlve Authorltv: Economic Opnortunihr Act of 1964 (P.L. 88-452). Small Business Act (15 USC. 636(a)). 13 C.F.R. 
12ij.2. 13 C.F.R. 12i. 13 C.F.R. 12'212. 13 &.R. 129.1. . 
A review was undertaken of the Small Business Administra- 
tion’s (SBA) franchise loan policies and practices. As of 
April 1979, SBA had made or guaranteed about 16,400 
loans totaling about s 1 billion to franchise businesses. As of 
September 1978, the risk of loss by SBA on franchise loans 
was about $548 million. Most of SBA franchise business 
loans have been made under its principal business loan 
program. The remainder have been made under the SBA 
Economic Opportunity Loan (EOL) program. 

Flndlngr/Conclualonr: Under the SBA principal business 
loan program (the 7(a) program), to be eligible for a fran- 
chise buslness loan, a firm must be Independently owned 
and operated and meet the small business size standard 
that SBA established for the firm’s industry. The three types 
of loans made under the 7(a) program are guaranteed, im- 
mediate participation, and direct loans. Guaranteed loans 
account for about 64 percent of the loans made under the 
program. According to SBA procedures, EOL’s are restrict- 
ed to low-income individuals or persons who, due to social 
or economic disadvantage, have been denied the opportun- 
ity to acquire adequate business financing through normal 
leading channels on reasonable terms. GAO believes that 
the SBA franchise guidelines are adequate to ensure loan 
payment However, its practices and procedures were not 
always followed. Moreover, although SBA provides some in- 
formation, counseling, and management assistance to fran- 
chise borrowers, improvement is needed to ensure loan 
payment. Further, SBA field visits, a necessity in identifying 
borrower financial difficulties and determining whether 
management assistance is needed, were not made in ac- 
cordance with operating procedures for 50 percent of the 
loans GAO rviewed. SBA officials attributed this to staff 
shortages. 

Racommendatlons: The Administrator, SBA, should require 
that: (1) SBA not make or guarantee franchise loans unless 
it has evidence that the franchiser cannot guarantee all or 
part of SBA direct loans or share with SBA guarantees of 
bank loans; (2) SBA not make or guarantee franchise loans 
if the franchiior can provide financial assistance on reason- 
able terms; (3) before approving loans, district offices ob- 
tain proof of refusal by banks and others to make loans, in- 
cluding the data, amount, and terms requested, and the 
reason for refusal, as required by Federal regulations; (4) 
dlstrlct offices obtain and review franchise agreements in all 
cases to ensure that provisions in the agreements do not 

make prospective borrowers ineligible for loans or unduly 
restrict the borrowers’ repayment abilities; (5) district offices 
limit, to the maximum extent possible, accepting the weaker 
types of collateral to secure loans, especially inventory and 
accounts receivable; (6) district offices have independent 
appraisals made of collateral pledged for those loans 
exceeding a certain amount; (7) district offices negotiate 
guarantee rates with banks to reduce the number of loans 
being guaranteed at the maximum 90 percent rate; (8) 
headquarters office make financial analyses of franchisers, 
particularly those whose franchisees have received over 100 
loans, and advise the district offices of the results for their 
use in obtaining franchiser guarantees of SBA direct loans 
and sharing of bank-loan guarantees with SBA; (9) district 
offices make or otherwise obtain credit analyses of all fran- 
chisees; (10) SBA Standard Operating Procedures be re- 
vised to define a franchise: and (11) SBA establish at the 
headquarters office an information file on franchise loans, 
including loan failure rates for each franchiser and the rea- 
sons for each failure, and provide this information to district 
offices and prospective franchises for their use in making 
loan decisions to help reduce the potential for loan losses. 

Agency CommonWAction 

SBA disagreed with some of the GAO recommended ac- 
tions for various reasons including the belief that: (1) fran- 
chisors would not agree with these actions, which would de- 
crease the number of franchise loans SBA makes; (2) SBA 
already obtains sufficient proof of loan refusal by banks and 
other non-Federal sources; and (3) franchise agreements 
were being reviewed as required. SBA agreed to implement 
the GAO recommendations on defining a franchise and 
providing district offices information on franchise loan 
failures to assist them in loan discussions. SBA also agreed 
that field visits to borrowers were not always made. 

Approprlations 

Business Loan and Investment Fund - Small Business Ad- 
ministration 

Approprlatlons Committee Issues 

Program costs could be reduced through improved SBA 
administration and transfer of some of the risk of loss on 
loans to the companies that sell franchises. 



SMALL BUSINESS ADPIINISTRATION 

Most Borrowers of Economic Opportunity Loans Have Not Succeeded in Business 
(CED-81-3, 12-8-80) 

Budget Function: Community and Regional Development (0450) 
Legislative Authority: Economic Opportunity Act of 1964. Small Business Act. P.L. 95-507. 

The Small Business Administration’s (SBA) Economic Op- 
portunity Loan Program (EOL) has been a means for sus- 
tained economic progress for relatively few borrowers. The 
program originated with the Economic Opportunity Act as 
a part of the war on poverty. Today, it is part of a larger SBA 
effort involving several programs to help socially and/or 
economically disadvantaged people create and maintain 
small businesses. To be eligible for a direct loan, a business 
must be rejected for financing by two banks and found un- 
qualified for the principle business loan program of SBA. 
Borrowers that GAO sampled were inexperienced, had low 
personal investments, and operated in disadvantageous lo- 
cations. They were usually just starting out in business and 
owned mostly very small retail or service businesses with 
low safes and few or no employees. 
Findings/Conclusions: The program’s ability to improve the 
economic condition of low-income and disadvantaged peo- 
ple could be improved if SBA corrected deficiencies in 
management and operation and employed new techniques 
to overcome borrowers’ inexperience and low capital invest- 
ment GAO found that the number of paid-in-full loans 
overstated the number of borrowers who had successfully 
completed the program and established lasting businesses. 
The outlook for many borrowers with outstanding loans is 
not good. As of June 1980, the proportion of portfolio loans 
which were delinquent or in liquidation was higher than it 
had been at the end of any of the last 8 fiscal years. The 
program produced few lasting businesses because: loan of- 
ficers did not adequately examine loan applicants’ qualifica- 
tions and needs; SBA focused efforts on lending in quantity 
but not lending effectively; SBA was inattentive to program 
results, not measuring the program’s contributions toward 
improving the economic condition of disadvantaged peo- 
ple; and there are long waiting periods for loans and less 
qualified applicants may receive loans at the expense of 
better qualified applicants. SBA has tried special assistance 
but without much success. Borrowers have not usually ac- 
cepted the management assistance offered, and it was of 
too limiid scope and came too late. 
Recommendations: Congress should determine whether 
the higher interest paid by borrowers of direct EOL’s is justi- 
fied by the greater risk associated with EOL lending or 
whether in the interests of fairness for disadvantaged 
businesses, the rates should be the same. Congress should 
amend the Small Business Act by changing section 
7(i)(5)(D) of the Act to incorporate the formula used in sec- 
tion 7(a)(4) if it finds that the interest rates should conform 
and that the 7(a) rate is appropriate for both programs. 
Congress should monitor SBA implementation of the GAO 
recommendations for management improvements made in 

this report and their impact on program results. The Ad- 
ministrator of SBA should prevent the use of refinancing in- 
volving large additional outlays to borrowers who are unable 
to repay their first loan. The Administrator of SBA should 
establish program goals for producing successful, lasting 
businesses and monitor the progress of the program to- 
ward reaching these objectives. The Administrator of SBA 
should assure that loans not be made to applicants who 
need but refuse management assistance in making initial 
business decisions, or deciding how to spend loan 
proceeds. The Administrator of SBA should upgrade 
minimum credit standards for the program so that only the 
best qualified EOL applicants who can be funded within a 
reasonable time are admitted onto the waiting lists. The 
Administrator of SBA should monitor closely the compli- 
ance of loan officers with recently established procedures 
calling for a fuller consideration of whether loan applicants 
are disadvantaged. The Administrator of SBA should test 
the effectiveness of three techniques for alleviating bor- 
rowers’ undercapitalization and inexperience ( 1) extended 
grace periods on initial interest repayments; (2) graduated 
loan repayment schedules providing for increasing pay- 
ments during the life of the loan; and (3) more intensive and 
timely management assistance. The Administrator of SBA 
should require more comprehensive examinations by loan 
officers of the prospective borrowers’ ability to repay and fi- 
nancing needs, including better analyses of projections, an- 
ticipated cash flow, management capability, and the suffi- 
ciency of loan amounts. 

Agency G&nmonts/Action 

ln commenting on the report, SBA said that the program as 
a whole had not failed. It said that the loans are the highest 
risk portfolio and asked what percentage of success should 
be considered acceptable in this type of program. SBA did 
not indicate whether it will implement the GAO recommen- 
dations nor did it present any additional facts or views which 
would cause GAO to modify its conclusions or recommen- 
dations. 

Appropriation% 

Business Loan and Investment Fund - Small Business Ad- 
ministration 

The Committees should review the interest rate formulas 
for all SBA loan programs to assure that they are equitable 
to both lenders and small business borrowers. 



SMALL BUSINESS ADMINISTRATION 

Similar Business Assistance Programs of Two Federal Agencies Have Potential for Duplication 
(CED-81-26, 12-31-80) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 

The university-based management and technical assistance 
programs administered by the Small Business Administra- 
tion (SBA) and the Economic Development Administration 
(EDA) were reviewed. Comparisons were made of the simi- 
larities, differences, and possible duplications between the 
programs. 
Findings/Conclusions: The problem-solving or counseling 
assistance provided under both programs is alike in many 
respects. The EDA program emphasizes businesses locat- 
ed in economically distressed areas, while the SBA program 
helps the small business community in general. The limited 
number of SBA centers precludes its program from serving 
many of the States and areas now served by the EDA pro- 
gram. However, should either program expand in scope, 
duplication could become a problem. Neither agency has 
an evaluation system that adequately addresses the quality 
of the management and technical assistance services pro- 
vided and results achieved by the centers, or the cost effec- 
tiveness of such assistance. Both EDA and SBA are relying 
on results reported by centers as a means of measuring 
program effectiveness; however, this information is not al- 
ways valid. Comparing programs is difficult because of 
inadequate documentation of assistance rendered, not 
matching staff time and expenditures to program elements 
such as counseling of businesses, and wide differences in 
organizational structure and criteria for accepting clients. 
Unless improved, these conditions will hinder the agencies’ 
efforts to evaluate program effectiveness. 
Recommendations: Congress should reevaluate the need 
for both agencies to provide management and technical as- 
sistance using university based centers as delivery vehicles. 
The Secretary of Commerce should direct the Assistant 
Secretary of Economic Development to provide criteria to 
centers on how to determine the results EDA requests 
centers to report, such as jobs created and saved or poten- 
tial jobs created. The Secretary of Commerce should direct 
the Ass&ant Secretary for Economic Development to 
periodically check the consistency and validity of results 
centers repoti The Administrator of SBA should ensure 
that data being reported by the centers, for example, the 
form 1062, is accurate. The Administrator of SBA should 
stress to center officials the need for accurate data. The 
Secretary of Commerce should require that the Assistant 
Secrew for Economic Development and the Administra- 
tor of SBA modify their systems for evaluating the effective- 
ness of their university based, management assistance pro- 

grams. The Secretary of Commerce should require the As- 
sistant Secretary for Economic Development and the Ad- 
ministrator of SBA to consider the need for (1) uniform and 
consistent data at centers; (2) adequate documentation of 
assistance provided by centers; (3) criteria for centers to use 
in accepting clients/businesses; (4) matching center costs 
to program elements; and (5) measuring quality of counsel- 
ing assistance and results achieved. The Secretary of Com- 
merce should require the Assistant Secretary for Economic 
Development and Administrator of SBA to consider using 
evaluation teams comprised of individuals having the ex- 
pertise and established credentials in the primary areas of 
counseling to (1) evaluate the qualifications of the principal 
center counselors for areas they counsel; (2) select cases at 
varying stages of completion and monitor/evaluate these 
counselors’ methodology, judgments, and recommenda- 
tions; and (3) assign values based on the levels of perform- 
ance observed. 

Agency Comments/Action 

SBA disagrees with some of the GAO positions regarding 
potential duplication, inadequate evaluation, and diRering 
organizational structures among the centers. SBA also be- 
lieves that the report contains several contradictory state- 
ments. EDA agrees with GAO about certain inadequacies in 
its evaluation system and plans to take corrective action. 
However, EDA disagrees with the GAO conclusion regard- 
ing potential duplication. After considering the SBA and 
EDA views, GAO maintains that the report’s conclusions are 
valid and the recommendations are appropriate and neces- 
sary. SBA and EDA did not provide any additional facts 
which would cause GAO to modify its position. 

Appropriations 

Financial and technical assistance - Economic Develop- 
ment Administration 
Salaries and expenses - Small Business Administration 

Appropriations Committee Issues 

The Committees, in reviewing the budget requests for 
university-based center programs of SBA, EDA, and other 
agencies. should determine whether the administration of 
these programs can be consolidated effectively. 



Budget Function: National Defense: Department of Defense - Procurement G Contracts (0058) 
Legi&tive Authority: P.L. 95-507. P.L. 96-481. 

The implementation of the 8(a) pilot contracting program 
of the Small Business Administration (SBA) is discussed. 
SBA awards procurement contracts under this program to 
socially and economically disadvantaged small businesses 
for the purpose of helping them become competitive. When 
SBA uses the pilot program, it has the exclusive authority to 
designate procurement requirements. The Department of 
the Army was selected as the pilot agency in 1979; however, 
the Army and SBA disagree over the manner in which this 
program can be most effective. In 1980, the President 
designated three other agencies to participate in the pilot 
program. GAO sees no basis for these designations. 
Findings/Conclusions: The stated objective of the pilot pro- 
gram was to seek procurement opportunities which were 
not currently offered by the Army under the regular 8(a) 
program. The pilot program has not met this objective. The 
three initial contracts awarded under the pilot program 
could have been handled under the regular 8(a) program, 
and GAO questioned the contribution the contracts would 
make for the firms that received them. In an attempt to up- 
grade the quality of procurements available to participants 
in the program, SBA issued criteria that firms must meet 
before they can be selected for the 8(a) program. It also is- 
sued criteria for contracts selected for the pilot program. 
Better program controls are needed in order for SBA to 
properly assess and match 8(a) firms’ capabilities with pro- 
curement opportunities. Additional program testing is 
necessary in an agency that has not yet demonstrated its 
complete support for the 8(a) program. The Am~y has had 
a history of fully supporting the program. 
Recommendations: Congress should amend the authoriz- 
ing legislation to allow for the further testing of the pilot pro- 
gram in an additional Federal agency that has yet to 
demonstrate its complete support for the 8(a) program. 
The Administrator of SBA should direct program officials to 
make sure that 8(a) firms selected for the pilot program 
have the capabii to successfully do the job. The Adminis- 
trator of SBA should ask the Office of the Inspector General 
to conduct reviews of the three iniial pilot contracts to find 
out how effectively the contractors performed. The Ad- 
ministrator of SBA should direct program officials to make 
sure that procurement center representatives have enough 

information on 8(a) firms’ capabilities so that this data can 
be used to match qualified firms to procurements. The Ad- 
ministrator of SBA should direct program officials to dili- 
gently enforce the objective of the pilot program by 
demanding contracts only when the Army is reluctant to 
offer them under the regular 8(a) program. 

Agency Comments/Action 

SBA disagreed with the overall report and several of the 
conclusions and recommendations. The Administrator, in 
commenting on the report to the House Committee on 
Government Operations, stated that SBA was confused 
about the GAO conclusion that the SBA implementation of 
the pilot program had not improved its ability to obtain pro- 
curements which were not currently offered by the Army 
under the regular program. He stated that, with the excep- 
tion of the first pilot construction contract, the Army had not 
offered any of the awarded or reserved pilot projects to SBA 
for regular 8(a) contracting and had testified that it did not 
intend to do so. The Administrator also questioned as 
uneven, comparisons between the 16-month pilot program 
and the 13-year procurement history of the regular pro- 
gram. The GAO conclusion was based on observations that 
the three pilot contracts could have been handled through 
the regular 8(a) program and that many other procure- 
ments identified for the pilot program at the time of the re- 
view were regular 8(a) program-type procurements. As an 
example, the Army Corps of Engineers has a policy of offer- 
ing projects to SBA, and some of the pilot program con- 
tracts and reservations could have been included in the reg- 
ular program. SBA offered other objections to the report but 
did not provide any information that caused GAO to change 
statements made in the report 

Appropriations 

Salaries and expenses - Small Business Administration 

Appropriations Committee Issues 

The Committees should review the impact of the 8(a) pilot 
program with the Department of the Army. 

SMALL BUSINESS ADMINISTRATION 

The S(a) Pilot Program for Disadvantaged Small Businesses Has Not Been Effective 
ACED-81-22, I-23-81) 



SMALL BUSINESS ADMINISTRATION 

SBA’s Pilot Programs To Improve Guaranty Loan Procedures Need Further Development 
ICED-81-25, 2-2-81) 

Budget Function: Community and Regional Development (0450) 
Legislative Authority: Small Business Act (15 U.S.C. 636(a)). 7 P.L. 96-302. 

The 7(a) business loan program is the principal activity of 
the Small Business Administration (SBA) for providing 
financial assistance to small businesses. SBA makes loans 
to small businesses and guarantees loans made by others. 
In recent years, the program has emphasized guaranty 
loans whereby SBA guarantees the repayment of loans 
made to small businesses by private lending institutions. 
The major cause of dissatisfaction among business owners, 
lenders, and SBA personnel is that it takes too long to ob- 
tain a guaranty loan because of the number and complexity 
of the documents required to apply for a loan, and the time 
required for a SBA review of those documents. SBA has 
been testing two pilot programs to expedite the processes 
for application and approval of a guaranty loan. The bank 
certification program aims to shorten the time required for 
SBA to review and approve guaranty loan applications. The 
operation effectiveness program is designed to reduce the 
number and complexity of the application documents. 
Findings/Conclusions: Both programs appear promising in 
shortening the time and simplifying the paperwork required 
to obtain a guaranteed loan. The bank certification program 
addresses only one aspect of the problem, the amount of 
time SBA uses to review loan applications. The program 
does liffle to broaden the participation of banks and other 
lenders in the program. SBA has yet to develop and imple- 
ment a system to provide audit and oversight of the certified 
banks’ loan portfolios. The need for a system to monitor the 
performance of the certified banks is especially important 
now that SBA has the authority to delegate the determina- 

. . . . tion of ellgrbdrty and loan servicing and liquidation to lend- 
ing institutions. The simplified application documents of the 
operation effectiveness program have shortened the loan 
application and review time in the one SBA region where it 
has been tested. However, the revised documents have not 
been adopted agencywide nor been used for loan applica- 
tions in the bank certification program. 

Recommendattons: The SBA Administrator should inform 
banks of SBA efforts to reduce loan processing time and 
simplify loan application documents. The SBA Administra- 
tor should monitor the activities of the banks operating 
under the bank certification program to assure compliance 
with program rules, regulations, and guidelines. The SBA 
Administrator should require that the simplified loan appli- 
cation forms and processing procedures be adopted agen- 
cywide. 

Agency Comments/Action 

SBA agreed with the report and said that it was initiating 
several actions to address the recommendations. SBA stat- 
ed that loan application forms were being revised and 
would be used nationwide. SBA also stated that an Office of 
Lender Relation and Certification had been established that 
would work on a marketing/outreach program and that the 
Bank Certification Program was being expanded to include 
more banks. SBA said that it would also develop a monitor- 
ing system for banks participating in the program. 

Appropriations 

Business Loan and Investment Fund - Small Business Ad- 
ministration 

Appropriations Committee Issues 

The Committees should determine whether Federal efforts 
are adequate to assure that banks participating in the Bank 
Certification Program comply with program rules, regula- 
tions, and guidelines. The Committees should also work 
with SBA to identify other opportunities to expedite service 
by shifting some program responsibilities in the guarantee 
programs to the private sector. 
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SMALL BUSINESS ADMINISTRATION 

Reservation and Award of Section 8(a) Small Business Act Contracts to Arcata Associates 
(AFMD-81-33, 3-23-81) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Small Business Act (15 USC. 637(a)). 13 C.F.R. 121.3-8(e). 13 C.F.R. 124.1. P.L. 95-507. 18 U.S.C. 
1905. 

GAO reviewed the reservation and award of Section 8(a) 
Small Business Act contracts to a firm to determine wheth- 
er allegations made by a competing firm are valid and to 
what extent the management by the Small Business Admin- 
istration (SBA) of the 8(a) program was deficient in this si- 
tuation GAO reviewed contract and 8(a) program files and 
conducted interviews to identify the process and pro- 
cedures followed in qualifying the firm for the 8(a) and Pilot 
Programs and in reserving and awarding contracts involv- 
ing the firm. GAO also reviewed applicable SBA rules and 
regulations and coordinated its efforts with the SBA Inspec- 
tor General. 
Finoings/Conclusions: GAO believed that some of the alle- 
gations concerning the SBA reservation and award of con- 
tracts to the firm had merit. GAO found that the manage- 
ment by SBA of the firm’s participation in the 8(a) program 
was deficient. Using its Pilot Program authority, SBA formal- 
ly reserved an agency’s requirement for the firm and in do- 
ing so halted the agency’s attempt to procure its require- 
ments through open competition. The contract was award- 
ed to SBA, and the related subcontract was awarded by 
SBA to the firm. The protesting firm had won two prior con- 
tracts to perform the work The protester argued that the a- 
ward would be contrary to the statutory and regulatory com- 
petency requirements, the intent of the Pilot Program, and 
SBA eligibility standards and business plan requirements. 
GAO found that SBA awarded the contract to a firm that: (1) 
would provide a service unrelated to its capabilities as iden- 
tiffed in its business plan or the experience of its principal or 
professionals; (2) was not evaluated for technical capability 
to perform as required by SBA procedures; (3) has not 
maintained its status as a small business because of the 

8(a) awards it has received; (4) has received 8(a) support 
that is almost four times the approved amount under SBA 
procedures; (5) was allowed to select contract requirements 
and then change its business plan to reflect the capabilities 
required by the selected contract; and (6) has not main- 
tained a reasonable balance between 8(a) and non-8(a) 
sales. 
Recommendations: The Administrator of SBA should take 
appropriate action to ensure that all assistance to 8(a) firms 
complies with applicable statutory and regulatory authority 
and agrees with established SBA procedures. The Adminis- 
trator of SBA should actively pursue the effort, promised in 
1979, to insure that better and more specific economic eli- 
gibility criteria are produced at the earliest possible date. 
The Administrator of SBA should throughly review the Arca- 
ta case with his Inspector General and determine whether 
Arcata’s status and performance of this contract are con- 
sistent with established criteria and if not, whether termina- 
tion of the contract and/or removal from the program are 
warranted. 

Agency Comments/Action 

There was no action on the comments as of August 27, 
1981. 

Appropriations 

Salaries and expenses - Small Business Administration 
Operation and maintenance - Army 
Test and evaluation - Army 
Reimbursement for net realized losses - Department of 
Agriculture, Commodity Credit Corporation 
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SMALL BUSINESS ADMINISTRATION 

The SBA 8(a) Procurement Program--A Promise Unfulfilled 
(CED-81-55, 4-S-81) 

Budget Function: National Defense: Department of Defense - Procurement & Contracts (0058) 
Legislative Authority: Small Business Act. P.L. 95-507. P.L. 96-481. 

The 8(a) Procurement Program of the Small Business Ad- 
ministration (SBA) is designed to channel noncompetitive 
Federal contracts to disadvantaged small businesses to 
help them to become self-sufficient. The program also pro- 
vides management, technical, marketing, and financial aid. 
A review was made of the program’s implementation. 
Findings/Conclusions: The program has had some bene- 
fits: the formation of many disadvantaged firms, continued 
operation of these firms, providing experience in business 
management, and assistance in getting commercial and 
non-8(a) Government work. But the program has fallen 
short of its intended goal. Only 166 of the participating 
firms have graduated from the program as competitive 
businesses. A large volume of 8(a) contracts went to 50 
firms which continue to be active participants. Over three- 
fifths of the firms have been in the program between 7 and 
11 years. More than half of the participants that GAO inter- 
viewed were dissatisfied with or did not need the provided 
management, technical, and marketing aid. Removing 
inappropriate 8(a) firms from the program would give other 
disadvantaged firms an opportunity to participate. Often as- 
sessments of whether 8(a) contract awards will have an im- 
pact on other small businesses were not always made or 
were superficial. Several interrelated factors have limited the 
program’s effectiveness: the President’s yearly 8(a) contract 
goal imposed on SBA, vague program graduation criteria, 
missing business plan and financial statement data, and 
limited staff resources. Redirecting the program could free 
the limited staff to better serve program participants, pro- 
vide an opportunity for other disadvantaged firms to partici- 
pate, and enhance the program’s credibility within the busi- 
ness community. 
Recommendations: Congress should further build on the 
recently enacted legislation by considering the following al- 
ternatives, some of which restructure the 8(a) program: (1) 
continue the present 8(a) program; (2) reduce the size of 
the present 8(a) program; (3) establish a two-tier program; 
and (4) replace the 8(a) program. The Administrator of 
SBA should take action to fill business development spe- 
cialists (BDS) vacancies so that the 8(a) program operates 
at full staffing strength as soon as the presidentially im- 
posed hiring freeze is lifted. The Administrator of SBA 
should provide BDS’s with adequate training, especially in 
understanding financial statements, so that the status of 
8(a) firms can be assessed. The Administrator of SBA 
should direct participating 8(a) firms to submit accurate 
and timely business plan projections and financial state- 
ments as required by SBA standard operating procedures. 
The Administrator of SBA should assure that participating 

8(a) firms submit financial statements that break out 8(a) 
and non-8(a) sales so that progress can be measured. The 
Administrator of SBA should remove inappropriate 8(a) 
firms by assuring that the graduation criteria being 
developed is aggressively implemented and termination re- 
quirements set forth in SBA procedures are followed. The 
Administrator of SBA should provide standardized criteria 
for determining adverse impact so that SBA regions and 
districts make proper determinations. The Administrator of 
SBA should revise the standard operating procedures to re- 
quire that sufficient documentation supporting the impact 
determinations be included in the file. The SBAAdministra- 
tor should require SBA program personnel to fully imple- 
ment the adverse impact policy aimed at protecting the 
rights of small businesses. The SBA Administrator should 
direct SBA personnel, in cooperation with Federal procur- 
ing agencies, to identify items that 8(a) firms can provide 
that have been traditionally furnished by big business. 

Agency Comments/Action 

SBA generally agreed with the GAO recommendations but 
did not think that the last three GAO alternatives for chang- 
ing the program were appropriate. SBA stated that the 
second alternative would deny disadvantaged firms entry to 
the program and cause the arbitrary selection of partici- 
pants for program removal. The third alternative was con- 
sidered impractical because more staff would be needed to 
manage a complicated program. Lastly, SBA expressed 
concern about whether Federal buying agencies would be 
willing to carry out and assure the success of the fourth al- 
ternative. GAO continues to believe that the three alterna- 
tives represent valid ways to redirect the 8(a) program em- 
phasis. The SBA Administrator has taken some action to 
limit the number of program participants by establishing a 
moratorium on new program participants and reviewing 
firms currently in the program to determine whether or not 
they should be graduated from the program. 

Appropriations 

Salaries and expenses - Small Business Administration 

Appropriations Committee issues 

When evaluating the budget requests of SBA and other pro- 
curing agencies, the Committees should determine whether 
the 8(a) program, as it is currently structured, is the most ef- 
fective method of providing procurement assistance to so- 
cially and economically disadvantaged small businesses. 
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SMALL BUSINESS ADMINISTRATION 

Need To Determine Whether Existing Federal Programs Can Meet the Needs of Women Entrepreneurs 
(CED-81-90, 4-30-81) 

Budget Function: Nondiscrimination and Equal Opportunity Programs (1006) 
Legislative Authority: Executive Order 12138. P.L.95-507. 

GAO reviewed the actions taken by the Small Business Ad- 
ministration (SBA) and the Interagency Committee on 
Women’s Business Enterprise to promote women en- 
trepreneurs and to suggest ways to improve such activities. 
Findings/Conclusions: The SBA and the Interagency Com- 
mittee have not given enough attention to using existing 
SBA and other Federal resources to meet the needs of 
women entrepreneurs. Their attention has been directed to 
designing new programs rather than determining whether 
existing Federal programs are or could be made responsi- 
ble to women business owners. Many of the problems cited 
by women entrepreneurs are characteristic of small 
businesses and are not unique to women. On the other 
hand, social prejudices that were also identified, such as a 
credibility gap with contractors and bank loan officers, have 
undoubtedly intensified problems for some women. An Ex- 
ecutive order requires that Federal departments take afffir- 
mative action in support of women’s business enterprise 
through management, financial, and procurement assist- 
ance programs. The Interagency Committee was formed to 
help ensure that the order would be effectively executed, 
and the order directed SBA to support the Committee. An 
SBA Women’s Business Enterprise Division was formed to 
give added visibility to SBA efforts to promote women’s 
business enterprises, ensure that agency programs ade- 
quately considered the needs of women entrepreneurs, and 
provide staff support to the Interagency Committee. GAO 
found the lack of operating procedures to be a major prob- 
lem for the Women’s Business Enterprise Division. GAO 
also identified a need for better feedback from women re- 
ceiving SBA assistance. GAO also found that the Interagen- 
cy Committee has not provided adequate guidance to Fed- 
eral agencies for implementing the Executive order. 
Recommendations: The Administrator of SBA should direct 
the Associate Administrator for the Women’s Business En- 
terprise Division to establish procedures governing the 
Division’s operation, including how it will interact with other 
SBA units. The Administrator of SBA should direct the As- 
sociate Administrator for the Women’s Business Enterprise 
Division to determine, in conjunction with the above evalua- 
tion, data requirements necessary to continually monitor 
the responsiveness of SBA programs to the needs of wom- 
en business owners. When this determination is made, re- 
porting forms should be modified, to the extent possible, to 
satisfy these data requirements. The Administrator of SBA 

should issue a directive specifying the line of authority be- 
tween the Women’s Business Enterprise Division and the 
women’s field coordinators. This directive should also pro- 
vide guidance to the Women’s Division regarding interac- 
tion with other SBA program offices. The Administrator of 
SBA should direct the Associate Administrator for the 
Women’s Business Enterprise Division to prepare position 
descriptions and/or guidelines describing the specific 
responibilities of the women’s field coordinator. These 
guidelines should address any responsibility for coordinat- 
ing or monitoring other agencies’ activities. Moreover, pro- 
cedures should be prepared, and a reporting system 
developed, to monitor the field coordinators’ activities. The 
Administrator of SBA should direct the Associate Adminis- 
trator for the Women’s Business Enterprise Division to pro- 
vide the Interagency Committee, with the staff support 
necessary to revise the interagency guidelines and to 
develop a more structured reporting system for monitoring 
and coordinating agency activities. The Administrator of 
SBA should direct the Associate Administrator for the 
Women’s Business Enterprise Division to evaluate whether 
existing SBA programs are, or can be made, responsive to 
women entrepreneurs. 

’ 

Agency Comments/Action 

SBA accepted the GAO recommendations and was taking 
the following actions: (1) a comprehensive evaluation of tra- 
ditional SBA programs to determine whether they are or 
could be made responsive to women’s needs; (2) a study to 
see if, in fact, women have specific problems in areas of 
needs common to all businesses such as money, markets, 
and management and, if so, if they are being met; and (3) 
using an approach of mainstreaming in all women’s activi- 
ties. 

Appropriations 

Salaries and expenses - Small Business Administration 

Appropriations Committee Issues 

The Committees should review the SBA budget requests to 
determine how SBA plans to use its existing programs to 
respond to the needs of women entrepreneurs. 



SMALL BUSINESS ADMINISTRATION 
Better Management of Collateral Can Reduce Losses in SBA ‘s Major Loan Program 
(C-ED-81-123. 7-17-81) 

Budget Function: Commerce and Housing Credit: Other Advancement and Regulation of Commerce (0376) 
Leg&We Authority: Small Business Act- 

The 7(a) loan program of the Small Business Administra- 
tion (SBA) makes or guarantees loans to small businesses 
that are unable to obtain financial assistance from other 
sources such as private lending institutions. In recent years, 
the 7(a) program has experienced increasing losses. As of 
April 1981, 14.4 percent of the outstanding loans were de- 
linquent or in liquidation. As loans face possible liquidation, 
the collateral pledged in support of these loans gains 
greater significance as a means of reducing losses. GAO re- 
viewed the program to determine if SBA liquidation policies 
and practices for 7(a) business loans have minimized Fed- 
eral losses which have increased over recent years. 
Findings/Conclusions: The standard operating procedures 
of SBA generally provide a sound basis for managing colla- 
teral during loan servicing and liquidation. If these pro- 
cedures are followed, the losses on defaulted loans can be 
minimized. A GAO review of 22 charged-off 7(a) loans 
showed that these procedures were not regularly followed 
by the district offices. Insufficient staff resources appear to 
be the primary reason SBA is unable to fully comply with 
the procedures. During servicing, the collateral position of 
SBA is often unnecessarily jeopardized because of 
weaknesses in verifying the use of loan proceeds and moni- 
toring collateral. At liquidation, the recovery by SBA on de- 
faulted loans may not have been maximized because liqui- 
dation plans were not prepared and weaknesses existed in 
the inspection and appraisal of collateral and the financial 
investigation of obligors. As a result, losses on the loans re- 
viewed were not minimized. The Bank Certification Pro- 
gram is a major effort by SBA to streamline the loan 
delivery system. The Program’s aim is to shorten the time 
required for SBA to review and approve guaranty loan appli- 
cations by increasing the lending institution’s role. The 
Bank Certification Program may provide some relief to the 
staff problems plaguing the servicing and liquidation of 
loans. 
Recommendations: The SBA Administrator should deter- 

mine those aspects of the District Office’s Portfolio Manage- 
ment Division’s workload where it is essential that the Gov- 
ernment’s interest be protected and align existing staff ac- 
cordingly. The SBA Administrator should modify the stand- 
ard operating procedures to require spot checks of colla- 
teral during discretionary field visits to delinquent bor- 
rowers. The SBA Administrator should modify the standard 
operating procedures to require evidence from the partici- 
pating bank of the existence, condition, and location of col- 
lateral before the loan guaranty is honored. The SBA Ad- 
ministrator should modify the standard operating pro- 
cedures to clarify the requirement for and stress the impor- 
tance of liquidation plans. The SBA Administrator should 
modify the standard operating procedures to require that 
the current financial condition of loan obligors be deter- 
mined as soon as a loan is placed in liquidation. The SBA 
Administrator should modify the standard operating pro- 
cedures to stipulate a timeframe for making a liquidation 
field visit to inventory and inspect collateral. The SBA Ad- 
ministrator should reassign staff made available as a result 
of the Bank Certification Program to duties in the Portfolio 
Management Division. 

Agency Comments/Action 

Comments have not been received from SBA regarding 
planned action. 

Appropriations 

Business Loan and Investment Fund - Small Business Ad- 
ministration 

Appropriations Committee Issues 

The Committees should evaluate the adequacy of SBA ef- 
forts to provide the necessary staff to manage collateral ac- 
cording to standard operating procedures. 
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SMALL BUSINESS ADMINISTRATION 

SBA’s Progress in Implementing the Public Law 95507 Subcontracting and Surety Bond Waiver Provisions Has 
Been Limited 
(CED-81-1.51, 9-18-81) 

Budget Function: Community and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Small Business Act. Miller Act (Public Building Contracts) (40 U.S.C. 270a et seq.). Executive Order 
12190. P.L. 95-507. P.L. 96-481. OFPP Circular 80-2. S. Rept. 95-1070. 

GAO reviewed actions taken by the Small Business Admin- 
istration (SBA) and the Presidential Advisory Committee to 
promote subcontracting as a means of developing small 
and small minority businesses and the SBA implementation 
of the surety bond waiver provision of Public Law 95-507. 
Findings/Conclusions: SBA and the Presidential Advisory 
Committee have not fully implemented the subcontracting 
provision of Public Law 95-507, the purpose of which is to 
encourage large, private businesses to place subcontracts 
with small and small minority firms. The Advisory Commit- 
tee has focused on Federal, rather than required private 
sector, subcontracting, while the SBA efforts, which have 
been limited primarily to agreements with four corpora- 
tions, have resulted in only two subcontracts for small 
businesses. Few, if any, additional subcontracting oppor- 
tunities are likely to result from these two agreements. SBA 
needs to emphasize that agreements are to be made with 
corporations that are not heavily engaged in Federal con- 
tracting according to the intent of the law. Also, the Advisory 
Committee has not studied or proposed any incentives or 
assistance for the private sector to help train, develop, and 
upgrade small businesses, as the executive order which es- 
tablished the committee directed. SBA has not implement- 
ed the surety bond waiver provision established by Public 
Law 95-507 which authorized the SBA Administrator to 
waive any amount of any bond required by a Government 
procurement officer for, and in connection with, certain 
contracts provided to SBA. Detailed procedures for identify- 
ing and processing these waivers had not been finalized as 
of September 8, 1981. As a result, no bond waivers have 
been granted. Thus, extending the provision’s expiration 
date would be reasonable. 
Recommendations: Congress should consider extending 
the surety bond waiver provision for 2 years, to September 

30, 1983, and require SBA to report to Congress on the 
provision’s effectiveness before the revised expiration date. 
The SBA Administrator, together with the new Presidential 
Advisory Committee, should develop a specific plan for pro- 
moting contracts and subcontracts for small and small 
minority businesses from the private sector, outside of Fed- 
eral procurements. The plan should include the functional 
responsibilities of both SBA and the Presidential Advisory 
Committee, short-range goals, and a procedure for moni- 
toring and evaluating progress. The SBA Administrator, to- 
gether with the Presidential Advisory Committee, pursuant 
to the Small Business Act and Executive Order 12190, 
should study and propose any incentives and assistance the 
private sector needs to help train, develop, and upgrade 
small and small minority businesses. The SBA Administra- 
tor should require that, in obtaining future agreements to 
promote subcontracting, priority be given to corporations 
that are not heavily engaged in supplying goods and serv- 
ices to the Federal Government and, therefore, not already 
required by law to use small businesses as subcontractors. 

Agency Commente/Action 

SBA has not officially responded to the GAO report 

Appropriations 

Minority small business and capital ownership development 
- Small Business Administration 

Appropriations Committee Issues 

Should Congress extend the surety bond waiver provisions, 
the Committees should review the effect of the waivers with 
SBA and procuring agencies. 

611 



SMAiL BUSINESS ADMINISTRATION 

Problems With the Small Business Administration’s Merit Appraisal and Compensation System 
(FPCD-81-74, 9-21-81) 

Budget Function: General Government: Central Personnel Management (0805) 
Legislative Authority: Civil Service Reform Act of 1978. 

GAO reviewed the performance appraisal/merit pay pro- 
gram of the Small Business Administration (SBA). 
Findings/Conclusions: SBA experienced numerous prob- 
lems in its initial implementation of merit pay. Some of 
these problems appear to be associated principally with im- 
plementation; others appear to be recurring, such as: (1) 
difficulties in developing, with employee involvement, 
meaningful performance standards; (2) problems with rat- 
ing distribution skewness, resulting in management’s 
prescribing a distribution of ratings contrary to Office of 
Personnel Management regulation: and (3) problems with 
using preestablished performance objectives as the basis 
for performance appraisals leading to the substitution of 
new appraisal criteria after the appraisal period contrary to 
the requirements of the Civil Service Reform Act. These 
problems contributed to negative attitudes and reduced the 
credibility of the SBA Merit Appraisal and Compensation 
(MAC) System. Unless these problems are addressed and 
resolved, many of the problems may well occur again in fis- 
cal year 1981. No new official SBA management goals have 
been developed in 1981 for headquarters and field offices. 
As these goals serve as the primary basis for setting individ- 
ual performance objectives, many individuals’ performance 
objectives will be based on fiscal year 1980 goals that have 
not been revised or updated. Because few changes were 
made in the MAC system in 1981, there is a good chance 

that performance measures other than preestablished ob- 
jectives might again be used as the basis for appraising per- 
formance, resulting in increased employee dissatisfaction. 
Recommendations: SBA should take corrective actions in 
1981 to insure that specific distributions of employee per- 
formance ratings are not prescribed or forced. SBA should 
require that each level of management responsible for re- 
viewing performance appraisals also be required to review 
and approve performance objectives early in the appraisal 
period or be willing to accept preestablished objectives as 
the basis for the appraisal review. SBA should take correc- 
tive actions in 1981 to insure that performance criteria other 
than preestablished performance objectives are not used by 
firstline supervisors in appraising employee performance or 
by higher level staff in reviewing and changing the initial ap- 
praisals. SBA should insure that individuals’ objectives are 
jointly developed by the people being appraised and those 
doing the appraisals. 

Agency Comments/Action 

Agency comments were not available as of October 20, 
1981. 

Appropriations 

Salaries and expenses - Small Business Administration 
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SMALL BUSINESS ADMINISTRATION 

SBA’s 7(j) Management Assistance Program--Changes Needed To Improve Efficiency and Effectiveness 
(CED-81-149, 9-29-81) 

Budget Function: Communiq and Regional Development: Area and Regional Development (0452) 
Legislative Authority: Economic Opportunity Act of 1964. Small Business Act. P.L. 93-386. P.L. 95-507. S. Rept. 95-1070. 

The 7(j) Management Assistance Program is part of a Small 
Business Administration (SBA) effort to help socially and 
economically disadvantaged people create and maintain 
small businesses by improving their technical and manage- 
ment skills. In 10 years, funds allocated to the program 
have risen from about $1 million to about $10 million, and 
the number of small business owners served has grown 
from about 1,000 to 6,000. The Economic Opportunity Act 
authorized SBA to: (1) contract with consulting firms that 
agree to provide counseling and general management as- 
sistance to individuals referred to them by SBA on an “on 
call” basis and; (2) provide supplementary management 
and technical assistance exclusively to firms participating in 
the SBA 8(a) program which was designed to channel non- 
competitive Federal contracts to disadvantaged small 
businesses. 
Findings/Conclusions: Administrative problems have limit- 
ed the impact of the 7(j) program. Program resources have 
not been well coordinated with other SBA programs, and 
funds targeted for 8(a) firms were used For questionable 
purposes. Consequently, program funds have not been 
used in the most efficient manner, resulting in fewer clients 
receiving management and technical assistance than would 
otherwise have been possible. SBA used contractors when 
less expensive agency resources were available, applied dif- 
ferent contracting methods without reasonable control over 
rates, and allowed contractors to make excessive use of 
subcontractors. Small business owners had varying opin- 
ions regarding the value of the advice the contractors gave 
them. SBA procedures require agency personnel to contact 
all businesses receiving contracting assistance, but only 54 
percent of the clients which GAO interviewed said that SBA 
contacted them about the results of the contractors’ work. 
SBA has not developed a plan for administering the pro- 
gram nor has it established specific program goals, objec- 
tives, or priorities. The lack of planning has led to subjective 
funding decisions, reliance on unsolicited proposals to 
satisfy program requirements, and scattered program direc- 
tion. SBA funded projects that were not within the legislative 
objectives, costly projects which benefited only one or a few 
firms, and projects which it should have performed itself. 
Also, SBA did not adequately monitor contracts awarded 
under the program. 
Recommendations: The Administrator of SBA should direct 
the Associate Administrator for Minority Small Business and 
Capital Ownership Development to establish a maximum 
task-day cost allowable under noncompetitive 8(a) con- 
tracts for various types of on call-contract services. The Ad- 
ministrator of SBA should direct the Associate Administra- 
tor for Minority Small Business and Capital Ownership De- 
velopment to revise the 7(j)(lO) standard operating pro- 
cedures to clarify the criteria for 7(j)( 10) project selection. 

The Administrator of SBA should direct the Associate Ad- 
ministrator for Minority Small Business and Capital Owner- 
ship Development to revise the 7(j)( 10) standard operating 
procedures to clarify the criteria and process for the alloca- 
tion of 7(j)(lO) program resources. The Administrator of 
SBA should direct the Associate Administrator for Minority 
Small Business and Capital Ownership Development to 
develop a written plan describing how program resources 
will be used. This plan should be compatible with the 
agency’s defined program goals and objectives. The Ad- 
ministrator of SBA should direct the Associate Administra- 
tor for Minor@ Small Business and Capital Ownership De- 
velopment to direct regional and district offices to follow ex- 
isting agency procedures for obtaining feedback on client 
satisfaction with services provided by on call contractors. 
The Administrator of SBA should direct the Associate Ad- 
ministrator for Minority Small Business and Capital Owner- 
ship Development to define and rank: (1) 7(j)( 10) program 
goals and objectives consistent with the program’s legisla- 
tive mandate; (2) the number and needs of program partici- 
pants; and (3) the availability of 7(j)( 10) resources. The Ad- 
ministrator of SBA should direct the Associate Administra- 
tor for Minority Small Business and Capital Ownership De- 
velopment to develop procedures for systematically screen- 
ing all requests for management assistance which identify 
the types of assistance programs available and the situa- 
tions and clients these programs are best capable of help- 
ing. The Administrator of SBA should direct the Associate 
Administrator for Minority Small Business and Capital Own- 
ership Development to revise the 7(j)( 10) standard operat- 
ing procedures to clarify the responsibilities of individuals 
charged with contract monitoring. The Administrator of 
SBA should direct the Associate Administrator for Minority 
Small Business and Capital Ownership Development to 
direct regional and district offices to follow existing agency 
procedures for assuring that on call contractors are not 
exceeding SBA subcontracting limits. 

Agency Comments/Action 

SBA agreed with the GAO recommendations for improving 
the management of the 7(j) program. SBA stated that it has 
already iniiated actions on several GAO recommendations 
and will take additional corrective actions on others during 
fiscal year 1982. More specifically, SBA has sent guidance 
to the regions addressing the need for better coordination 
among Management Assistance, Financial Assistance, and 
Minority Small Business officials. in addition, SBA is now 
revising its standard operating procedures to ensure that 
subcontracting limits are not exceeded. The new pro- 
cedures will also establish maximum allowable task-day 
costs. SBA has also begun to develop a written 7(j)( 10) pro- 
gram plan. 
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Appropriations 

7(j) Management Assistance - Small Business Administra- 
tion, Minority Small Business and Capital Ownership Devel- 
opment 
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TENNESSEE VALLEY AUTHORITY 

Tennessee Valley Authority Needs a Written Policy on the Use of Power System Revenues for Research, Develop- 
ment, and Demonstration 
(EMD-H-16, 11-25-80) 

Budget Function: Energy: Energy Supply (0271) 

GAO evaluated the Tennessee Valley Authority (TVA) Office 
of Power’s research, development, and demonstration pro- 
grams. One objective was to compare the overall TVA level 
of research and development expenditures with that of 
investor-owned utilities. 
Findings/Conclusions: TVA has an informal policy that lim- 
its expenditures of power funds for research and develop- 
ment to no more than 2 percent of annual gross power sys- 
tem revenues. That level of expenditures would place TVA 
among the utility industry leaders in research and develop- 
ment spending. At the time of the GAO review, TVA officials 
were uncertain about the criteria for identifying all expendi- 
tures that are subject to the 2-percent ceiling. It does not 
appear that the 2-percent ceiling has been exceeded, but 
TVA needs to establish a formal policy on what level of ex- 
penditures TVA will make for research and development 
and what constitutes those expenditures. 

Recommendations: The TVA Board of Directors should 
present in a written policy the rationale for selecting that lev- 
el of spending. The TVA Board of Directors should present 
in a written policy the criteria to be used in identifying the 
types of expenditures covered by the spending ceiling. The 
TVA Board of Directors should present, in a written policy, 
the level of power funds TVA is willing to spend annually on 
RDGD. 

Agency Comments/Action 

TVA disagrees with the GAO recommendations and will not 
be taking any actions. 

Appropriations 

Energy research and development - Tennessee Valley Au- 
thority, Office of Power 
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TENNESSEEVALLEYAUTHORITY 
Tennessee Valley Authority Needs To Improve Security and Inventory Controls at Power Sites 
(EMD-81-60, 3-10-81) 

Budget Function: Energy: Energy Supply (0271) 

The responsibility for construction site and operating plant 
security has been debated within the Tennessee Valley Au- 
thority (TVA) for several years. This debate has occurred be- 
cause no specific line of authority exists for security. GAO 
examined TVA procedures for security and those used to in- 
ventory and account for TVA assets. 
Findings/Conclusions: Because no central authority exists 
for overall security at TVA facilities, major offices or divi- 
sions have essentially developed their own security pro- 
grams with the Public Safety Service acting in an advisory 
capacity. Many of the policies and plans for security meas- 
ures have not been implemented. Consequently, the 
number of thefts continues to rise, and TVA facilities remain 
vulnerable to vandalism and potential sabotage. Losses of 
both tagged and untagged equipment at TVA construction 
projects and powerplants are excessive, as evidenced by the 
large number of theft reports being generated from con- 
struction projects and by the substantial number of tagged 
equipment items not located during physical inventories at 
TVA fossil plants. 
Recommendations: The TVA Board of Directors should ap- 
point an official at general manager staff level to be respon- 
sible to the general manager for overall TVA security. This 
official should have the authority to resolve any interoffice 
disputes and remove any budgetary restrictions to imple- 
menting valid security recommendations. The TVA Board 
of Directors should place the Power Security Section, the 
Public Safety Service, and any other office involved in secu- 
rity under the direction of the TVA security official. This 

should ensure that policies can be implemented and en- 
forced without unnecessary administrative levels. The TVA 
Board of Directors should ensure that the internal review 
branch continues to make periodic reviews and follows up 
on previous recommendations. Exit conferences should be 
held with the TVA security official in attendance. The TVA 
Board of Directors should require periodic progress reports 
to the general manager and Board of Directors concerning 
results in reducing thefts and vandalism and in improving 
control over TVA tools, equipment, and inventories. The 
TVA Board of Directors should issue instructions to: (1) es- 
tablish standard accountability procedures for small tools at 
all construction projects and power production plants; (2) 
develop a system for conducting tagged equipment inven- 
tories at TVA construction projects at acceptable intervals: 
(3) standardize TVA’s theft reportrng practices at all its proj- 
ects and powerplants: and (4) require that missing items be 
reported to the Public Safety Service for investigation. 

Agency Comments/Action 

TVA has agreed with GAO recommendations and is in the 
process of making the changes. 

Appropriations 

Operation and maintenance - Tennessee Valley Authority, 
Office of Power 
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UNITED STATES POSTAL SERVICE 

Contract Conditions and Specifications Unduly Restrkting Competition 
(GGD-81-39, 2-12-81) 

Budget Function: Procurement--Other Than Defense (1007) 

GAO addressed the restrictive conditions and specifications 
in U.S. Postal Service solicitations and contracts and their 
impact on Postal Service relationships with private industry, 
competition, and cost. The review discussed the Postal 
Service’s formally advertised fixed-price contract for corru- 
gated mail trays and sleeves to cover them in transit. 
Findings/Conclusions: GAO found that: (1) the solicitation 
permitted bidding only by firms which could furnish all pro- 
duction requirements to all postal regions located 
throughout the United States; (2) the contract currently re- 
quires the corrugated trays and sleeves to be cut with a 
specific type of cutter; and (3) the contract requires the tray 
and sleeve be made from a very strong corrugated product. 
Recommendations: The Postmaster General should direct 
the involved Postal departments to develop a solicitation 
which should at least resolve current restrictions by allowing 
multiple awards for different geographical areas. The Post- 
master General should direct the involved Postal depart- 
ments to develop a solicitation which should at least resolve 

current restrictions by permitting material which provides 
the best tradeoff between strength, durability, weight and 
cost. In addition to the current test program, industry should 
be asked to propose other new materials configurations 
which meet Postal needs. The Postmaster General should 
direct involved Postal Departments to develop a solicitation 
which should at least resolve current restrictions by deleting 
the requirement for any specific type of cutter. 

Agency Comments/Action 
The Postal Service has (1) agreed to allow multiple awards 
based on its geographical needs and (2) deleted the re- 
quirement for using only one type of die cutter. Testing is 
currently underway on trays with lesser strength material. 
The tests may be completed before the annual November 
purchase of mail trays and sleeves. 

Appropriations 
Procurement - United States Postal Service 
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UNITEDSTATESPOSTALSERVICE 
Electronic Scale Procurement Needs Revision 
(GGD-81-53, 3-23-81) 

Budget Function: Procurement--Other Than Defense (1007) 

A review was undertaken on the restrictive conditions and 
specifications in Postal Service solicitations and their im- 
pact on Postal Service relationships with private industry, 
competition, and cost. Specifically, GAO reviewed the Post- 
al Service’s current procurement of electronic scales and its 
procurement strategy of competition by specification. 
Findings/Conclusions: In its review, GAO found that the 
Postal Service has contracted for electronic scales, which 
will serve as the standard electronic scale for the future. The 
first article delivery of the scales was delayed 3 months and 
did not pass the required quality control tests. A second 
scale, which has also been received, experienced problems 
but received conditional approval on the basis of independ- 
ent environmental and National Bureau of Standards tests. 
To date, the Bureau’s report on these tests has not been re- 
ceived. However, further testing at the Postal Service’s re- 
search and development facilities showed that the scale still 
does not meet the Postal Service’s specifications. With re- 
gard to the possibility of shifting the Postal Service’s current 
procurement strategy, GAO found that the procurement 
strategy for the electronic scale has been to standardize 
program needs using the Postal Service’s specification 
which requires a unique item. This single snapshot of pro- 
gram needs can have negative results in the case of a tech- 
nologically advanced item in a rapidly evolving field where 
both the Postal Service‘s needs and commercial product 
cost and capability can be expected to change with user ex- 
perience and further advancements in the field. In such cir- 
cumstances, the preferred procurement strategy would be 

to select from existing commercial products those which 
most nearly meet the Postal Service’s needs. 
Recommendations: The Postal Service should assemble a 
top level team to assess at the earliest possible date whether 
the current contract should be continued or terminiated. 
The Postal Service should limit scales acquired under the 
current contract, should it be continued, to the number 
needed for further user experience and comparisons with 
commercially available scales. In no event should the Serv- 
ice acquire a unit inferior to what is commercially available. 
The Postal Service should allow its regions to gain more ex- 
perience with commercially available electronic scales to 
further define user needs. 

Agency Comments/Action 

The Postal Service (1) is now doing final tests on the con- 
tracted for electronic scale to see if it will either cancel the 
contract for inability to pass first article tests or buy a re- 
duced number to use in comparison testing with other 
commercial scales: and (2) has purchased about 150 and is 
buying about 1900 more commercial scales to use at vari- 
ous locations for determining actual service needs. 

Appropriations 

Procurement - United States Postal Service 
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VETERANSADMINlSTFtATION 
Planned Expansion of Hines Supply Depot Has Not Been Justified 
(PSAD-80-3I, 2-26-80) 
Budget Function: Veterans Benefits and Services: Other Veterans Benefits and Services (0705) 

The Veterans Administration (VA) planned to expand the 
Hines Supply Depot to meet projected inventory increases. 
The depot is one of three responsible for storing and distri- 
buting medical supplies and food to VA medical centers 
and other Government facilities. VA hired a private consul- 
tant to calculate future warehouse space requirements and 
design a new depot complex to meet projected growth. For 
years, VA has predicted that the depot would run out of 
space, but these predictions have not materialized. 
Findings/Conclusions: The Government’s policy of relying 
more on commercial supply source and distribution chan- 
nels than on in-house storage facilities was not considered 
in the VA space requirements projection. However, VA offi- 
cials stated that they had reduced the number of centrally 
managed stock items as a direct result of their efforts to im- 
plement the policy. The Marketing Center determines what, 
how much, and when supplies enter the supply depot. Yet, 
the record indicated that it provided little input to the space 
assessment. VA used an unreliable indicator, projected dol- 
lar growth, to demonstrate a need for additional space. Al- 
ternatives to the expansion plan such as reducing inventory 
levels or leasing external storage space were not fully con- 
sidered. Office of Management and Budget guidelines were 
not followed. VA did not consider critical cost factors such 

as the Government’s cost to finance the expansion and the 
cost of inflation. 
Recommendations: The Administrator of Veterans Affairs 
should direct the Chief Medical Director of the Department 
of Medicine and Surgery to: delete the Hines Depot expan- 
sion project from the 1981 budget request; reassess Hines’ 
need for space, considering the impact of the “buy com- 
mercial” policy, consulting with Marketing Center officials, 
and using reliable indicators of growth; and, if the need for 
more space can be demonstrated, fully assess alternate 
solutions, considering all cost factors. 

Agency CommentdActlon 

The project was not started in fiscal year 1981 as originally 
planned. Funds for the project in the amount of $9 million 
have been requested in the fiscal year 1982 budget. 

Appropriations 

Construction - Veterans Administration 

Appropriations Committee Issues 

GAO continues to believe that the need for the Hines Depot 
expansion is suspect and should be challenged. 
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VETERANS ADMINISTRATION 

VA Must Strengthen Management of ADP Resources To Serve Veteran’s Needs 
(FGMSD-80-60, 7-16-80) 

Budget Function: Automatic Data Processing (1001) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). F.P.M.R. 10 I-35. OMB Circular A-7 1. 

A review was undertaken of the Veterans Administration’s 
(VA) management and use of its automated data process- 
ing (ADP) resources. VA uses computers extensively to aid 
in administering its various programs. Under the direction 
of its Office of Data Management and Telecommunica- 
tions, VA operates six ADP centers and has a total staff of a- 
bout 2,000. In addition to this ADP capability, VA has at least 
400 minicomputers located at 172 VA medical centers in 
the United States and Puerto Rico. An estimated $113 mil- 
lion was spent in 1979 for ADP system support, and VA ex- 
pects to spend substantially more in the near future. 
Currently, VA has three major system development efforts 
underway. Two deal with its compensation, pension, and 
education applications, and the third effort deals with the 
development of a Health Care Information System. 
Findings/Conclusions: In its review, GAO found that VA 
needs to make better use of its ADP resources if it is to ef- 
fectively support veterans’ needs. A master ADP plan, guid- 
ed more by overall ADP needs than by parochial wants, 
must be developed and followed. Serious weaknesses in 
the management of ADP resources can adversely affect the 
acquisition, development, and maintenance of ADP sys- 
tems. Some of the weaknesses GAO found present in the 
VA ADP system include: (1) computer acquisition practices 
that do not meet user needs or comply with Federal poli- 
cies; (2) software work approval practices that do not assure 
that resources spent on software are channeled to the most 
important projects; (3) ineffective control of software work 
in process; (4) poorly coordinated use of data processing by 
VA hospitals; and (5) a need for more systematic and 
responsible involvement of hospitals in planning for a criti- 
cal Health Care Information System estimated in 1978 to 
cost $520 million. Experience has shown that when users 
do not participate in a responsible manner in the develop- 
ment of a system, the system is destined for failure. 
Recommendations: The Administrator of Veterans Affairs 

should: (1) make a firm commitment to competitive pro- 
curement and establish management procedures as well as 
a formal planning process that will further the prompt com- 
petitive acquisition of the correct type and size of ADP 
equipment; (2) strengthen the planning process by requir- 
ing wider user participation, a distinction between required 
and discretionary software work, and more accountability at 
the senior management level; (3) establish a staff dedicated 
to performing discretionary software work such as develop- 
ment, redesign, enhancement, and conversion; (4) adopt 
and act to enforce the management techniques and pro- 
cedures being proposed for controlling software work; (5) 
establish better coordination of hospitals’ use of ADP re- 
sources: and (6) with the aid of users, analyze more 
thoroughly the health care system being planned. This anal- 
ysis should include a detailed study of available capabilities 
in-house, in other Federal agencies, and in the private sec- 
tor. Congress should withhold further funding for the 
Health Care Information System until the Appropriations 
Committees are satisfied that VA will implement the sub- 
stance of the recommendations contained in this report 

Agency Comments/Action 
The agency initiated actions to comply with several of the 
recommendations about the same time the report was pub- 
lished. 

Appropriations 

Data processing appropriations - Veterans Administration 

Appropriations Committee Issues 

The Committees should ascertain whether VA has imple- 
mented the recommendations before approving large ex- 
penditures for an automated health care information sys- 
tem. 
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VETEFWNSADMINISTRATION 
VA Improved Pension Program: Some Persons Get More Than They ShouM and Others Less 
(HRD-80-61, t-M-80) 

Budget Function: Income Security: Public Assistance and Other Income Supplements (0604) 
Legislative Authority: Social Security Act. 

Congress hoped that the law improving pension programs 
for needy veterans which went into effect January 1, 1979, 
would enable veterans and their survivors to receive benefits 
above the poverty level and help them avoid turning to wel- 
fare, such as the Supplemental Security Income (SSI) pro- 
gram provides. 
Findings/Conclusions: Some couples who receive SSI and 
VA pensions receive more in benefits from these two pro- 
grams than do other couples with similar or smaller in- 
comes from other sources. The principal coordination of 
benefit information between VA and the Social Security Ad- 
ministration (SSA) occurs through automated data ex- 
hanges. Some changes are needed in this coordination to 
improve the accuracy of benefit payments by VA and to el- 
iminate the exchange of unnecessary records. GAO esti- 
mates that $14.5 million of inaccurate pension payments 
were made, principally in 1978. This consisted of: (1) $9.6 
million in overpayments because the veterans and/or their 
spouses failed to report to VA receipt of social security 
benefits and VA did not use the benefit data provided by 
SSA in the January 1979 data exchange; (2) s 1.7 million in 
overpayments and $0.3 million in underpayments substan- 
tially because one of the matching characteristics SSA used 
was not on the VA records; (3) $2.0 in overpayments be- 
cause veterans and/or their spouses did not accurately re- 
port receiving SSA black lung benefits; and (4) $0.9 million 
in underpayments because VA pensioners improperly re- 
ported their SSI benefits as social security benefits. VA is 
providing SSA, in the quarterly data exchange, an estimated 
5.1 million unneeded records because it did not use the SSI 
indicators to lift the number of records provided. Addi- 
tionaliy, VA is unnecessarily requesting SSA data for an es- 
timated 618,700 known deceased veterans in the annual 
data exchange. 
Recommendations: The Secretary of Health and Human 
Services should direct the Commissioner of Social SecurQ 
to immediately noti@ SSI-VA recipients residing in those 
States and the District of Columbia where Medicaid eligibili- 
ty is not directly related to SSI eligibility that they must file 
for VA improved pension benefits and elect such benefrts if 
they are higher than VA beneMs presently being received. 
The Secretary should revise Health and Human Services re- 
gulations for the SSI program so that VA pension benefits 
received by a veteran ineligible for SSI will be counted as in- 
come to the spouse of the veteran in determining the eligi- 
bility of the spouse and be allocated and treated in the same 

manner as other Federal benefits not based on need. The 
Administrator of Veterans Affairs should: (1) use the SSA 
annual data exchange to identify and adjust pension pay- 
ments to pensioners who did not report their social security 
benefits and have not yet been detected; (2) establish a data 
exchange to verify Federal Black Lung benefits and review 
other Federal benefit programs to determine the need for, 
and feasibility of, obtaining benefit information from other 
agencies; and (3) stop providing records during the annual 
data exchange on veterans deceased more than I year. The 
Administrator should also stop providing records during the 
quarterly exchange for pensioners who are not SSI recipi- 
ents. In this regard, the Commissioner of Social Security 
should provide VA sufficient information to identify those 
pensioners who are SSI recipients. The Administrator and 
Commissioner should also take the necessary action to 
resolve identification problems in the annual data ex- 
change. VA should ask SSA to search for surviving spouses 
by using, when provided, a spouse’s social security number. 

Agency Comments/Action 

The Secretary of Health and Human Services generally 
agreed with the recommendations. In March 1981, SSA no- 
tified SSI-VA recipients whose Medicaid eligibility is not 

. . . . directly related to SSI eltgrb&y that they must file for VA im- 
proved pension benefits and elect such benefits if they are 
higher. As of June 1981, SSA is studying the policy of 
deeming VA pension benefits to a veteran’s spouse for SSI 
purposes. in addition, SSA and VA agreed to interface their 
records daily and, when this is implemented in February 
1982, SSA will provide VA with sufficient information to 
identify its pensioners who are also SSI recipients and to 
resolve other identification problems. 

Appropriations 

Nonservice-connected pensions - Veterans Administration 

Appropriations Committee lrsues 

The House and Senate Appropriations Commit&es should 
assess the adequacy of actions taken by VA and SSA to im- 
plement the recommendations. 
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VETERANS ADMINISTRATION 

Legislation Plus Aggressive Action Needed To Strengthen VA’s Debt Collection 
(HRD-H-5, 2-13-81) 

Budget Function: Veterans Benefits and Services: Veterans Education, Training, and Rehabilitation (0702) 
Legislative Authority: P.L. 96-466. 5 U.S.C. 5514(a). 28 U.S.C. 2415.31 U.S.C. 952. 

GAO was asked to study the feasibility of resuming collec- 
tion action on education assistance overpayments written 
off as uncollectable by the Veterans Administration (VA) 
through the use of generally accepted private-sector debt 
collection practices. Special attention was given to the re- 
porting of delinquent and terminated accounts to commer- 
cial credit bureaus as a means of motivating veterans to 
repay their debts to the Government. 
FIndingslConcluslons: GAO obtained a random sample of 
commercial credit reports on veterans whose accounts had 
been terminated as uncollectable and found that most of 
the veterans were employed, had an established history of 
paying their private-sector creditors, and had private-sector 
lines of credit equal to or greater than the amounts owed to 
VA. Several factors have hampered the VA debt collection 
efforts and contributed to a large volume of educational as- 
sistance overpayment accounts terminated in recent years. 
GAO believes that the most significant problem is that 
veterans have been able to ignore the demands of VA for 
repayment with little or no fear of the adverse actions which 
would normally result from failure to pay debts owed to 
private-sector creditors. 
Recommendations: Congress should enact legislation to 
amend 5 U.S.C. 5514(a) to permit involuntary collection of 
general Government debts from the current salary of Feder- 
al employees. Congress should enact legislation to specify 
that the 6-year statute of limitations contained in 28 U.S.C. 
2415 applies only to court action by the Government, and 
that it does not include administrative collection actions by 
Federal agencies, such as offsetting uncollectable debts 
owed by Federal employees against their final salary pay- 
ments or retirement benefits. Congress should monitor VA 
collection activities to ensure prompt and effective imple- 
mentation of the debt collection provisions of Public Law 
96-466. The Administrator of VA should, on a test basis, in- 
dependently verify the accuracy of investigative credit report 

information. The Administrator of VA should combine ter- 
minated and current overpayments of individual debtors so 
the full debt amount is pursued. The Administrator of VA 
should instruct VA regional offices to deduct outstanding 
overpayments from special benefit payments. The Ad- 
ministrator of VA should, to the maximum extent practica- 
ble, require payment in full rather than repayment plans for 
debts disclosed when matching guaranteed home loan ap.- 
plications with educational assistance. The Administrator of 
VA should, when possible, obtain debtor ability-to-pay infor- 
mation in a more economical manner, such as from com- 
mercial credit bureau reports. The Administrator of VA 
should require commercial lenders to give VA veteran iden- 
tification information on applicants for automatically 
guaranteed home loans so VA can check for indebtedness 
before the loans are closed. The Administrator of VA 
should implement immediately the debt collection provi- 
sions of Public Law 96-466 which (1) permit VA to report 
delinquent and terminatedaccounts to commercial credit 
bureaus, (2) give VA attorneys the authority to litigate debt 
collection cases, and (3) require VA to charge interest and 
recover administrative collection costs on debts owed to VA. 
The Administrator of VA should implement a program to 
periodically match delinquent and terminated educational 
assistance overpayment accounts with computer listings of 
current Federal civilian and military personnel. The Ad- 
ministrator of VA should resume collection action on ter- 
minated educational assistance overpayment accounts us- 
ing the collection methods discussed in this report 

Agency Comments/Action 

VA generally concurred with the GAO recommendations 
and has taken action to implement some of them. However, 
VA indicated that additional computer capability is needed 
to fuliy implement some of the recommendations. 
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VETERANS ADMINISTRATION 
VA Needs a Single System To Measure Hospital Productivity 
(A FMD-8I-23,-k24181) 

Budget Function: Health: Health Care Services (0551) 
Legislative Authority: P.L. 93-82. 

GAO was requested to compare the productivity of Veterans 
Administration (VA) hospitals with that of private and public 
sector hospitals, outlining the reasons for any differences 
found. Particular interest was expressed in the measure- 
ment systems used to make the comparison. 
Findings/Conclusions: GAO was unable to perform more 
than a limited comparison of VA hospital productivity with 
that of non-VA hospitals or with other VA hospitals because 
of inadequate productivity measurement data. VA has a few 
partly developed productivity measures, but they cannot 
easily be used to compare with non-VA hospitals because of 
the differences in the methods of measuring resources 
used and services provided. A similar lack of uniformity 
hampers comparisons between VA hospitals. Although ef- 
forts are underway to establish several management infor- 
mation systems which could provide productivity measures, 
these are not yet completed and, if installed as currently 
planned, will overlap each other. Measurement of produc- 
tivity provides managers with information for controlling 
and budgeting functions, maintaining accountability, linking 
individual and organizational performance with aspects of 
personnel management, and improving productivity. One 
way these measures can be used to improve productivity is 
by comparing productivity levels of similar operations to 
determine the method of conducting the operations. GAO 
concluded that VA managers have little information to sup- 
port their own efforts either to improve productivity or con- 
trol resources through the budget process. 
Recommendations: The Administrator of Veterans Affairs 
should establish a schedule for developing an adequate, 
single, hospital productivity measurement system for the 
entire Department of Medicine and Surgery using one of 
the systems currently being developed as a basis. A system 

guidance role should be assigned to an agencywide, user- 
oriented body such as the Multi-Level Care Steering Com- 
mittee, which would have responsibility for ensuring that: 
(1) the measurement system is coordinated with other 
management information systems; (2) duplicate data col- 
lection is eliminated; (3) data collected and reports 
developed are uniform across appropriate units of the 
agency; and (4) an annual status report is provided to VA 
management, the Office of Management and Budget, and 
the appropriations committees of Congress. 

Agency Comments/Action 

VA agreed that there is a need for an adequate integrated 
Department of Medicine and Surgery-wide hospital produc- 
tivity measurement system based on one of the systems 
currently being developed. It also concurred with the GAO 
recommendation that a system guidance role should be as- 
signed to an agency-wide coordinating body such as the 
Multi-Level Care Steering Committee. The Chief of the De- 
partment of Medicine and Surgery has taken action to im- 
plement these recommendations. 

Appropriations 

Medical care - Veterans Administration, Department of 
Medicine and Surgery 

Appropriations Committee Issues 

It is suggested that the Committees monitor VA to assure 
that it is implementing these recommendations in accord- 
ance with its commitments. 



VETEFWNS ADMINISTFUITION 

DEPARTMENT OF MEDICINE AND SURGERY 

Better Guidelines Could Reduce VA’s Planned Construction of Costly Operating Rooms 
(HRD-81-54, 3-3-81) 

BudgeP Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (0703) 

The Veterans Administration (VA) is planning to spend 
more than $1 billion to replace 10 of its medical centers. 
Each replacement center will have a surgical suite, which is 
among the most costly hospital departments to construct 
and operate. 
Findings/Conclusions: In reviewing operating room utiliza- 
tion at centers that VA intends to replace, GAO found that, 
on the average, the 74 operating rooms at these centers 
were idle about 50 percent of the time that they were availa- 
ble for scheduled surgery. The current planning criterion 
used by VA calls for 1 operating room for every 28 surgical 
beds. The continued use of this criterion could result in 
overconstruction of operating rooms with resulting low utili- 
zation. In developing its criterion, VA did not recognize that 
all patients admitted to surgical beds do not undergo sur- 
gery. VA did not fully recognize the significant variation 
among medical centers in the type of surgical procedures 
performed and the length of time different surgical pro- 
cedures take. Average operating times varied significantly 
among VA medical centers. Surgical procedures generally 
performed by medical school residents at affiliated centers 
took longer than similar procedures performed by VA staff 
at nonaffiliated centers, GAO developed a model for plan- 
ning operating rooms which focused on the unique surgical 
workload characteristics of each VA center. It showed that 
VA could handle the surgical workload with 22 fewer operat- 
ing rooms than planned using the present criterion, a po- 
tential $3.5 million saving. VA assigned more operating 
room nurses than needed to handle the surgical workload 
due to this criterion, and savings could be realized if VA 
made use of less skilled personnel to do many of the 
nonprofessional tasks now handled by operating room 
nurses. 
Recommendations: Congress should not approve any fund- 
ing requests for new or replacement surgical suites in VA 
centers based solely on room-to-bed ratios, unless the plan- 
ning is so far along that adjusting the surgical suite(s) 
planned would not be economically feasible. The Adminis- 
trator of Veterans Affairs should direct the Chief Medical 

Director to better use skilled operatrng room nurses by as- 
signing non-professional tasks to less skilled personnel. 
The Administrator of Veterans Affairs should direct the 
Chief Medical Director to develop staffing guidelines for 
operating room nurses based on the number of operating 
rooms needed to handle the surgical workload. The Ad- 
ministrator of Veterans Affairs should drrect the Chief Medi- 
cal Director to use operating room estimates obtarned from 
GAO’s model, or a srmilar workload model, to reassess the 
number of operating rooms needed at the Minneapolis VA 
Medical Center and use such a model for all future con- 
struction proposals submitted to Congress. If. in VA’s judg- 
ment, more operating rooms are needed than called for by 
the workload model, the Chief Medical Director should be 
required to justify the additional rooms. The Administrator 
of Veterans Affairs should direct the Chief Medical Director 
to discontinue use of current VA operating room planning 
criterion in favor of a planning methodology based on surg- 
ical workload for new or replacement operating rooms simi- 
lar to the one developed by GAO, with the aim of achieving 
an 80 percent operating room utilization level. 

Agency Comments/Action 

VA agreed with some of the GAO recommendations and 
stated that it would use the GAO model for the next surgical 
construction project going into the design phase. However, 
VA did not agree with two of the recommendations and has 
done nothing to implement them. 

Appropriations 

Medical care - Veterans Administration 

Appropriations Committee Issues 

The Committees should require VA to justrfy operatrng 
room construction using the GAO model. 
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VETERANS ADMINISTRATION 

DEPARTMENT OF MEDICINE AND SURGERY 

VA Home Care Program Is a Cost-Beneficial Alternative to Institutional Care and Should Be Expanded 
(HRD-81-72, 4-27-81) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (0703) 
Legislative Authority: Veterans Omnibus Health Care Act of 1976 (P.L. 94-581). 

Home health care is generally recognized as a beneficial 
and cost-effective alternative to prolonged hospital and 
nursing home care. GAO reviewed the Veterans Administra- 
tion’s (VA) hospital-based home care program. The objec- 
tive of the review was to evaluate the program’s effective- 
ness as an alternative to institutional medical care and its 
potential for expansion. 
Findings/Conclusions: GAO believes that the potential for 
program expansion exists. GAO found that many patients in 
VA medical centers could have used the home care pro- 
gram. However, VA has not attempted to identify and proj- 
ect the number of veterans suitable for home care or to ex- 
pand the program since 1974. VA has allowed medical 
centers a great deal of flexibility in implementing their pro- 
grams while providing little guidance and monitoring. VA 
has not established clearly defined objectives for the pro- 
gram conveying VA home care goals. This lack of guidance 
limits program effectiveness and has resulted in wide varia- 
tions in the home care programs. 
Recommendations: The Administrator of Veterans Affairs 
should direct the Chief Medical Director to provide the 
hospital-based home care program with adequate funding 
so that it can be expanded. The Administrator of Veterans 
Affairs should direct the Chief Medical Director to develop 
guidelines that assure more uniformity and consistency 

among individual home care programs. The Administrator 
of Veterans Affairs should direct the Chief Medical Director 
to identify the number of veterans in VA medical facilities 
who are suitable for home care placement. The Adminis- 
trator of Veterans Affairs should direct the Chief Medical 
Director to conduct periodic program evaluations to assure 
that individual home care programs are carried out in ac- 
cordance with agency policy and program objectives. The 
Administrator of Veterans Affairs should direct the Chief 
Medical Director to clearly define the objectives of the VA 
home care program, emphasizing the cost benefits as a pri- 
mary goal, and convey the objectives to all medical centers. 

Agency Comments/Action 

VA states in its June 15, 1981, comments that it is trying to 
implement the recommendations as resources permit. 

Appropriations 

Medical care - Veterans Administration 

Appropriations Committee Issues 

The Committees should insure that VA plans to provide 
adequate funding for its home care program. 
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VETERANS ADMINISTRATION 

DEPARTMENT OF MEDICINE AND SURGERY 

Providing Veterans With Service-Connected Dental Problems Higher Priority at VA Clinics Could Reduce Fee- 
Program Costs 
(HRD-81-82, 6-19-81) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (0703) 
Legislative Authority: Veterans’ Administration Physician and Dentist Pay Comparability Act of 1975. 

GAO was requested to review selected aspects of the 
Veterans Administration’s (VA) dental program. 
Findings/Conclusions: The review showed that fewer 
veterans with service-connected dental conditions would be 
referred to private dentists and, as a result, substantial sav- 
ings would be achieved if VA: (1) established priorities for 
providing dental care in accordance with the Veterans 
Health Care Amendments of 1979; (2) insured that care 
was provided only to veterans eligible for care; and (3) 
made better use of its dental personnel. The fee-basis was 
intended to be used only if a veteran was unable to obtain 
care from a VA facility because of geographical inaccessibil- 
ity or because of the inability of the VA facility to provide the 
type of care required. However, VA uses the fee program 
primarily as a means of expanding its ability to provide rou- 
tine dental services to inpatients with nonservice-connected 
dental conditions. By reducing the number of ineligible 
veterans provided dental services, VA clinics could increase 
their capacity to treat outpatients with service-connected 
dental conditions and further reduce fee-basis referrals. In a 
1973 report, GAO stated that VA could reduce the number 
of fee-program referrals by increasing the productivity of VA 
dental clinics. 
Recommendations: The Administrator of Veterans Affairs 
should establish workload indicators for dental personnel. 
The Administrator of Veterans Affairs should take steps to 
improve the reliability of data reported under the AMIS pro- 
gram. The Administrator of Veterans Affairs should imple- 
ment the recommendations in the March 1980 GAO report 
that VA expand the use of expanded function dental auxi- 
liaries. The Administrator of Veterans Affairs should adapt 
the American Dental Association and DOD dental pro- 
cedures reporting systems for use by VA dental clinics. The 
Administrator of Veterans Affairs should direct the Medical 
Administrative Service at each VAMC to determine whether 
a veteran has a service-connected dental condition at the 
time of admission. The Administrator of Veterans Affairs 
should establish a uniform 40-mile definition of geographi- 
cal inaccessibility and require specific justification from VA 
clinics for any deviation from the rule. The Administrator of 
Veterans Affairs should direct VA dental clinics to place a 

higher priority on the provision of dental care to outpatients 
with service-connected dental conditions than on the provi- 
sion of routine dental care to inpatients with no service- 
connected dental condition. The Administrator of Veterans 
Affairs should direct VA clinics to provide dental examinina- 
tions to inpatients not service connected for dental condi- 
tions only if the clinic’s staff and facilities are not needed for 
the provision of care to veterans service connected for den- 
tal conditions unless (1) the admitting and/or attending 
physician determines that there are compelling medical 
reasons for giving the veteran an examination; or (2) the 
veteran has a dental emergency. The Administrator of 
Veterans Affairs should enforce established procedures for 
authorizing fee-basis care, including requirements that: (1) 
fee-basis care be authorized only if the clinic cannot 
schedule treatment within 60 days, considering the total 
clinic resources; (2) the availability of care at VA facilities 
near the veteran’s home be determined before fee-basis 
care is authorized; and (3) fee-basis care not be a preroga- 
tive of the veteran. The Administrator of Veterans Affairs 
should strengthen procedures for authorizing outpatient 
dental care for nonservice-connected dental conditions to 
insure that such care is authorized only if treatment was be- 
gun while the veteran was an inpatient and if completion of 
the treatment is necessary in relation to a medical problem 
for which it was prescribed. The Administrator of Veterans 
Affairs should implement recommendations made in the 
1973 GAO report to: (1) expand the use of two-chair dentis- 
try; (2) expand the use of dental hygienists and assistants; 
(3) expand the use of trained medical administrative per- 
sonnel to perform fee program administrative duties; and 
(4) reduce the number of broken appointments. 

Agency Comments/Action 

GAO has not received comments from VA as of October 
30, 1981. 

Appropriations 

Medical care - Veterans Administration 
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VETERANS ADMINISTRATION 

DEPARTMENT OF MEDICINE AND SURGERY 

Cost of VA Medical Care to Ineligible Persons Is High and Difficult To Recover 
(HRD-81-77, 7-2-81) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (0703) 
Legislative Authority: Claims Collection Act (31 USC. 951 et seq.). Tax Reform Act of 1976 (26 U.S.C. 6103(M)(2)). 4 
C.F.R. 2. 

GAO reviewed the extent to which the Veterans Administra- 
tion (VA) has strengthened its administrative controls to 
preclude providing medical care to persons who were 
found not to be properly entitled to veterans’ benefits. 
Findings/Conclusions: Despite recommendations previous- 

. . . . ly made by GAO to improve elrglbrlrty determinations, VA 
has done little to prevent or minimize the abuse of medical 
benefits by ineligibles. Individuals who are not legally enti- 
tled to VA benefits receive medical care in VA facilities be- 
fore and after VA determines they are ineligible. During a 
27-month attempt to collect $15 million in costs incurred 
as a result of providing medical care to ineligible persons, 
VA collected $1.2 million and wrote off $6.5 million of the 
remaining debts as uncollectable. A major cause of this 
problem of providing care to ineligibles is the VA policy of 
denying care to individuals pending positive determination 
of their legal entitlement to VA benefits. No centrally main- 
tained file exists on individuals who have been determined 
ineligible for VA benefits. An improved information and no- 
tification system is needed to reduce the incidence of ineli- 
gible medical care and to eliminate duplicative paperwork 

. . . . in determining ehgrbdrty. VA does not have an effective sys- 
tern for billing and collecting debts from ineligible persons 
who receive medical care or an accurate account of all the 
care provided to ineligibles. VA has not taken collection ac- 
tions on all of the moneys it is owed and, where such ac- 
tions have been taken, it has failed to send out timely bills 
which has decreased the likelihood of its recovering the 
costs of care provided. Recently enacted legislation may not 
significantly improve VA collection of medical debts since 
many ineligibles are transients with limited financial re- 
sources. 
Recommendations: The Administrator of VA should direct 
the Chief Benefits Director to require medical centers to ac- 
tively follow up on their requests for eligibility determina- 
tions. The Administrator of VA should direct the Chief 
Benefits Director to instruct medical centers to promptly bill 
ineligible individuals for all care provided. The Administra- 
tor of VA should direct the Controller to reconcile the quar- 
terly report on medical accounts receivable to insure that it 
agrees with the general ledger account. The Administrator 

of VA should direct the Chief Benefits Director to update 
Beneficiary Identification and Records Locator Subsystem 
records to the extent possible based on available veterans’ 
claims folders. The Administrator of VA should direct the 
Chief Benefits Director to direct the regional offices when 
assisting medical centers to make certain that they provide 
the centers with decisions on whether individuals with other 
than honorable discharges are entitled to VA benefits. The 
Administrator of VA should direct the Chief Medical Director 
to establish a formalized system in which VA medical 
centers close to each other are notified when an individual 
has been determined ineligible for VA benefits. The Ad- 
ministrator of VA should direct the Controller to analyze the 
quarterly report periodically to identify and take corrective 
actions on centers which are not disposing of debts 
promptly. The Administrator of VA should direct the Chief 
Benefits Director to instruct medical centers to complete 
applications for medical benefits and records of examina- 
tion, including all available service information and indica- 
tions as to whether prompt medical care is needed. The 
Administrator of VA should direct the Controller to provide a 
copy of the reconciled report to the Department of Medicine 
and Surgery for analysis to identity and to take corrective 
actions on an as-needed basis. The Administrator of VA 
should direct the Chief Medical Director to provide care to 
individuals whose eligibility cannot be verified at the time of 
application only if, upon examination, VA physicians deter- 
mine that prompt medical care is needed. If there is no 
need for prompt medical attention, VA personnel should in- 
form the individual that further care cannot be provided un- 
til his or her eligibility can be determined. 

Agency Comments/Action 

The agency was not given the opportunity to comment on 
the draft report and has not met Section 236 requirements 
as of October 7, 1981, 

Appropriatlons 

Medical care - Veterans Administration 
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AGENCY/ORGANIZATION INDEX 
Includes both Federal agencies and nongovernmental corporate bodies with which the document is con- 

cerned, in one alphabetic sequence. The entries in this index include nongovernmental corporate bodies and 
those Federal agencies and departments that are listed in bold face type in the Uniteed States Government Manu- 
al. Other Federal entities are listed under their respective departments and agencies. (e.g. documents related to 
the National Park Service will be listed under National Park Service, but documents related to the Peace Corps will 
be listed under ACTION.) 

SAMPLE ENTRY: 
AgsncylOrganlzatlon 

\ 
Bureau of Reclamation 

Title Improving the Safety of Our Nation’s 
Dams--Progress and Issues 

Report Number- (CED-79-30) 

Administrative Conference of the 
United States 

AddItIonal Management Improve- 
ments Are Needed To Speed Case 
Processmg at the Federal Energy 
Regulatory CornmIssIon 
(EMD-80-54) 

Administrative Law Process: Better 
Management Is Needed 
(FPCD-78-25) 

Administrative Office of the United 
States Courts 

Better Management Needed In 
Automating the Federal Judlctary 
(GGD-81-19) 

Congress Should Clarify the Speedy 
Trial Act To Resolve Differing 
Interpretations 
(GGD-81-I) 

Federal Retirement Systems: Unrecog- 
mzed Costs. Inadequate Fundmg. 
Inconwtent Benefits 
(FPCD-77-48) 

More Guidance and Supervision 
Needed Over Federal Grand Jury 
Proceedings 
(CGD-81-18) 

Reducing Federal Judicial Sentencmg 
and Prosecuting Disparities: A Sys- 
temwide Approach Needed 
(GGD-78-112) 

The Federal Bail Process Fosters Ineq- 
umes 
(GGD-78-105) 

Women m Prison: InequItable Treat- 
ment Requires Action 
(GGD-81-6) 

Advisory Commission on lntergovern- 
mental Relations 

Assessing the Impact of Federal and 
State Taxes on the Domestic Miner- 
als Industry 
(EMD-81-13) 

Advisory Council on Historic Preser- 
vation 

Are Agencies Doing Enough or Too 
Much for Archeological Pres- 

69 

4 

477 

357 

563 

132 

36 

476 

358 

409 

ervatlon? Gutdance Needed 
KED-81-61) 

Agency for International Development 
Food for Development Program Con- 

strawed by Unresolved Manage- 
ment and Pohcy Questions 
ffD-81-32) 

Review of Government-Wide Con- 
tractmg Systems for Film and Video- 
tape Productions 
(PLRD-81-61) 

U S. Strategy Needed for Water Sup- 
ply Assistance to Developing Coun- 
tries 
(10-81-51) 

Agricultural Marketing Service 
Department of Agriculture Should 

Have More Authority To Assess 
User Charges 
(CED-81-49) 

More Can Be Done To Improve the 
Department of Agriculture’s Com- 
modlty Donation Program 
(CED-81-83) 

More Can Be Done To Protect Depos- 
itors at Federally Examined Gram 
Warehouses 
(CED-81-112) 

Agricultural Stabilization and Conser- 
vation Service 

Agriculture‘s Set-Aside Programs 
Should Be improved 
(CED-80-9) 

Farmer-Owned Grain Reserve Pro- 
gram Needs Modification To 
Improve Effectiveness 
(CED-81-70) 

More Can Be Done To Improve the 
Department of Agriculture’s Com- 
modlty Donation Program 
(CED-81-83) 

More Can Be Done To Protect Depos- 
itors at Federally Examined Grain 
Warehouses 
(CED-81-112) 

406 

42 

37 

43 

174 

203 

172 

176 

180 

203 

172 

/ 
Page Number 

53 / 

Alcan Aluminum Corp. 
Domestic Aluminum Resources: 

Dilemmas of Development 
(EMD-80-63) 

Alcohol, Drug Abuse, and Mental 
Health Administration 
National Institute on Alcohol Abuse st?d 

Alcoholism 
Jail Inmates’ Mental Health Care 

Neglected; State and Federal Atten- 
tion Needed 
(GGD-81-S) 

National Institute on Drug Abuse 
Jail Inmates’ Mental Health Care 

Neglected; State and Federal Atten- 
tion Needed 
(GGD-81-5) 

Aluminum Co. of America 
Domestic Aluminum Resources: 

Dilemmas of Development 
(EMD-80-63) 

Alyeska Pipeline Service Co. 
Trans-Alaska Oil Pipehne Operations: 

More Federal Monitoring Needed 
(EMD-U-II) 

American Association of State High- 
way and Transportation Officials 

Deterioratmg Highways and Lagging 
Revenues: A Need To Reassess the 
Federal HIghway Program 
(CED-81-42) 

Excessive Truck Weight: An Expen- 
save Burden We Can No Longer 
support 
(CED-79-94) 

American Bankers Association 
How Do Federal Agencies Assure 

That Disaster Loan Recipients 
Maintain Mandatory Flood Insur- 
ance 
(CED-80-10) 

American Dental Association 
Providing Veterans With Service- 

Connected Dental Problems Higher 

108 

116 

116 

108 

400 

465 

600 

631 



American Dental Association Agency/Organization Index 

Priority at VA Chnics Could Reduce 
Fee-Program Costs 
(HRD-81-82) 

American Humane Association 
Increased Federal Efforts Needed To 

Better Identify, Treat. and Prevent 
Child Abuse and Neglect 
(HRD-80-66) 

American Indian Policy Review Com- 
mission 

Still No Progress in Implementing 
Controls Over Contracts and Grants 
With Indians 
(CED-81-122) 

Amsrican Medical Association 
The Congress Should Mandate Forma- 

tion of a Mihtary-VA-Civilian Con- 
tingency Hospital System 
(HRD-80-76) 

American Telephone and Telegraph 
co. 

Increasing Use of Data Telecommuni- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-81-1) 

Legislative and Regulatory Actions 
Needed To Deal With a Changmg 
Domestlc Telecommunications 
Industry 
(CED-81-136) 

Animal and Plant Health Inspection 
Service 

Department of Agriculture Should 
Have More Authority To Assess 
User Charges 
(CED-81-49) 

Problems Plagued Department of 
Agriculture’s Grasshopper Control 
Program in 1979 
(CED-80-95) 

Weak Management m Ammal Disease 
Control Program Results in Large 
Economic Losses 
(CED-81-96) 

veterinary services 
Weak Management in Animal Disease 

Control Program Results m Large 
Economic Losses 
(CED-81-96) 

Appalachian Regional Commission 
Should the Appalachian Regional 

Commission Be Used as a Model for 
the Nation? 
(CED-79-50) 

Arcata Associates, Inc. 
Reservation and Award of Section 8(a) 

Small Business Act Contracts to 
Arcata Associates 
(AFMD-N-33) 

Arms Control and Disarmament 
Agency 

The Nuclear Non-Proliferation Act of 
1978 Should Be Selectively Modified 
(OCG-81-2) 

626 

299 

417 

93 

17 

513 

174 

182 

183 

183 

220 

607 

106 

Association of American Railroads 
Gram InspectIon and Weighmg Sys- 

tems in the Intenor of the United 
States--An Evaluation 
(CED-80-62) 196 

Bonneville Power Administration 
Montana’s Libby Dam Prolect: More 

Study Needed Before Addmg Gen- 
erators and a Reregulatmg Dam 
(EMD-80-25) 478 

Policies Governing the Bonneville 
Power Adnumstration’s Repayment 
of Federal Investments Need Revi- 
slon 
(EMD-81-94) 267 

Bureau of Alcohol, Tobacco and 
Firearms 

OccupatIonal Taxes on the Alcohol 
Industry Should Be Repealed 
(GGD-75-111) 436 

Bureau of Economic Analysis 
Government Measures of Private- 

Sector Productivity: Users Recom- 
mend Changes 
(FGMSD-80.45) 79 

Bureau of Indian Affairs 
Bureau of Indian Affairs VIolated 

Antideficiency Act in 1977 
(FGMSD-80-88) 

Inappropriate Use of an Indian Trust 
Fund To Subsldlze BIA Activltles 
(FGMSD-80-78) 

Oil and Gas Royalty Collections-- 
Serious Financial Management 
Problems Need Congressional 
Attention 
(FGMSD-79.24) 

Still No Progress In Implementmg 
Controls Over Contracts and Grants 
With Indians 
(CED-81-122) 

The Cooperative Extension Service 
Should Provide Farmers Wnh More 
Informanon on Farm Credit Sources 
(CED-80-45) 

The Indian Self-Determmation Act: 
Many Obstacles Remain 
(HRD-78-59) 

Bureau of Labor Statistics 
Federal Pay-Setting Surveys Could Be 

Performed More Efficiently 
(FPCD-81-50) 

Government Measures of Pnvate- 
Sector Productivity: Users Recom- 
mend Changes 
(FGMSD-80-45) 

Measurement of HomeownershIp/ 
Costs in the Consumer Price Index 
Should Be Changed 
(PAD-81-12) 

Bureau of Land Management 
Actions Needed To Increase Federal 

Onshore 011 and Gas Exploration 
and Development 
(EMD-81-40) 

Alternatives for Achieving Greater 
Equities in Federal Land Payment 
Programs 
(PAD-79-64) 

415 

416 

419 

417 

216 

118 

589 

79 

367 

401 

420 

Better Data Needed To Determine the 
Extent to Which Herbicides Should 
Be Used on Forest Lands 
ICED-81 -46) 70 

Budget Formulation: Many Ap- 
proaches Work but Some Im- 
provements Are Needed 
IPA D-80-31 J 9 

Changes m Pubhc Land Management 
Reqtured To Aclneve Congressional 
Expectations 
(CED-80-82A J 71 

Mining on Natlonal Park Service 
Lands--What Is at Stake 
(EMD-81-119) 413 

National DirectIon Required for Effec- 
tlve Manaeement of America’s Fish 
and Wddhfe 
fCED-81-107) 422 

011 and Gas Royalty Collections-- 
Serious Flnanclal Management 
Problems Need Congressional 
Attention 
(FGMSD-79-24) 419 

ProtectIon dnd Prompt Disposal Can 
Prevent Destructlon of Excess Facd- 
ltleb m Alaska 
(LCD-80-96) 91 

The Impact of Geothermal Develop- 
ment on Stockraismg Homestead 
Landowners 
(EMD-81-39) 405 

Trans-Alaska Oil Pipeline Operations. 
More Federal Momtonng Needed 
(EMD-81-11) 400 

Oflice of Special Projects 
Trans-Alaska Oil PIpelIne Operations, 

More Federal Momtoring Needed 
(EMD-81-11) 400 

Bureau of Mines 
Assessmg the Impact of Federal and 

State Taxes on the Domestlc Mmer- 
als Industry 
(EMD-81-13) 409 

Domestic Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63) 108 

Industrial Wastes: An Unexplored 
Source of Valuable Mmerals 
(EMD-80-45) 82 

Low Productlvlty in Amencan Coal 
Mming: Causes and Cures 
(EMD-81-17) 103 

Mlnlng on Natlonal Park Service 
Lands--What Is at Stake 
(EMD-81-119) 413 

Phosphates: A Case Study of a Valu- 
able. Depletmg Mineral m America 
(EMD-80-21) 145 

Minerals Information and Analysis Dlrec- 
torate 
Managing Foreign Mmeral Informa- 

tlon Programs To Support Public 
Pohcy Analyses 
(EMD-81-32) 141 

Bureau of Prisons 
Jad Inmates’ Mental Health Care 

Neglected; State and Federal 

632 



Agency/Organization Index Consumer Product Safety Cornn?~&.~~ 

Attention Needed 
(GGD-81-5) 

The Bureau of Prisons’ Actions Since 
the Danbury Fire 
(GGD-81-52) 

Women in Prison: Inequitable Treat- 
ment Requires Action 
(GGD-81-6) 

Bureau of Reclamation 
Cl-ranges in Federal Water Project 

Repayment Policies Can Reduce 
Federal Costs 
(CED-81-77) 

Eliminating Contractor Inspections of 
Federal Water Projects Could Save 
Millions 
(CED-81-146) 

Federal Weather Modification Efforts 
Need Congresstonal Attention 
(CED-80-5) 

Health and Safety Deficiencies Found 
at Water Recreation Areas 
(CED-81-88) 

Improving the Safety of Our Nation’s 
Dams--Progress and Issues 
(CED-79-30) 

Increased Productivity Can Lead to 
Lower Costs at Federal Hydroelec- 
tric Plants 
(FGMSD-79-15) 

Selected Water Sales Contracts 
(CED-80-69) 

Water Supply Should Not Be an Ob- 
stacle to Meeting Energy Develop- 
ment Goals 
(CED-80-30) 

Bureau of the Census 
After Six Years, Legal Obstacles Con- 

tinue To Restrict Government Use 
of the Standard Statistical Establish- 
ment List 
(GGD-79-17) 

Procedures To Adjust 1980 Census 
Counts Have Limitations 
(GGD-8118) 

Bureau of the Mint 
Opportunities Still Exist To Better Use 

the Mint’s Data Processing Center 
(GGD-81-64) 

California 
Guyana Tragedy Points to a Need for 

Better Care and Protection of 
Guardianship Chrldren 
(HUD-81-7) 

Programs To Control Prescription 
Drug Costs Under Medicaid and 
Medicare Could Be Strengthened 
(HRD-81-36) 

Department of Employment Development 
Congress Should Scale Down Red- 

wood Employee Program Benefits 
(HRD-80-63) 

Center for Disease Control 
Discussion of Selected Issues Affecting 

Federal Immunization Activities 
(HRD-80-52) 

116 

360 

356 

142 

59 

227 

56 

53 

56 

433 

432 

230 

221 

437 

321 

309 

373 

302 

HUD Not Fulfilling Responsibility To 
Eliminate Lead-Based Paint Hazard 
in Federal Housing 
(CED-81-31) 

The Special Supplemental Food Pro- 
gram for Women, Infants, and Chil- 
dren (WIG)--How Can It Work 
Better? 
(CED-79-55) 

National Institute for Occupational Safety 
and Health 
Problems in Assessing the Cancer 

Risks of Low-Level I&ixing Radia- 
tion Exposure 
(EMD-81-l) 

Central Intelligence Agency 
Gains Made in Controlling Illegal 

Drugs, Yet the Drug Trade Flour- 
ishes 
(GGD-80-4) 

Need for Overall Policy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volumes I & II) 
(FPCD-78-49) 

Oversight of the Government’s Secu- 
rity Classification Program--Some 
Improvement Still Needed 
(LCD-81-13) 

Systematic Review for Declassification 
of National Security Information-- 
Do Benefits Exceed Costs? 
(LCD-81-3) 

Civil Aeronautics Board 
Aircraft Delays at Major U.S. Air- 

ports Can Be Reduced 
(CED-79-102) 

Independent Regulatory Agencies Can 
Reduce Paperwork Burden on 
Industry 
(AFMD-81-70) 

Colorado 
Southeastern Colorado L.cer Conaer- 

vancy District 
Selected Water Sales Contracts 

(CED-80-69) 

Combustion Englneerlng, Inc. 
DOE Light Water Reactor Fuel Utih- 

zation Improvement Program 
(EMD-81-51) 

Commission on Federal Paperwork 
Program To Improve Federal Records 

Management Practices Should Be 
Funded by Direct Appropriations 
(LCD-80-68) 

Commlssion on Government Procure- 
ment 

Federal Agencies Should Be Given 
General Multiyear Contracting Au- 
thority for Supplies and Services 
(PSAD-78-54) 

Commission on the Organization of 
the Government of the District of 
Columbfa (Nelsen Commission) 

The District of Columbia Government 
Should Determine Its Work Force 
Needs 
(FPCD-79-21) 

344 

199 

99 

125 

2 

44 

528 

459 

559 

433 

256 

526 

1 

480 

Committee for Purchases of Products 
and Services of the Blind and Other 
Severely Handicapped 

Stronger Federal Efforts Needed for 
Providing Employment Opportuni- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD-81-99) 

Commodity Credit Corp. 
Alternatives To Reduce Dairy Sur- 

pluses 
(CED-80-88) 

Farmer-Owned Grain Reserve Pro- 
gram Needs Modification To 
Improve Effectiveness 
(CED-81-70) 

Lessons To Be Learned From Offset- 
ting the Impact of the Soviet Grain 
Sales Suspension 
(CED-81-110) 

More Can Be Done To Protect Depos- 
itors at Federally Examined Grain 
Warehouses 
(CED-81-112) 

Community Services Administration 
Federal Domestic Food Assistance 

Programs: A Time for Assessment 
and Change 
(CED-78-113) 

Internal Control Weaknesses Contrib- 
uted to the Mismanagement and 
Misuse of Federal Funds at Selected 
Community Action Agencies 
(AFMD-8154) 

Slow Progress and Uncertain Energy 
Savings in Program To Weathetize 
Low-Income Households 
(EMD-80-59) 

Computer Sciences Corp. 
Review of General Services Adminis- 

tration’s Acquisition of ADP Re- 
sources 
(AFMD-81-21) 

Review of GSA’s Acquisition of ADP 
Resources 
(AFMD-81-15) 

lnfonet Dlvlalon 
Fragmented Management Hinders 

GSA Ability To Acquire Internal 
ADP Resources 
(AFMD-81-74) 

Congressional Budget Offlce 
Spending Authority Recordings in 

Certain Revolving Funds Impair 
Congressional Budget Control 
(PAD-80-29) 

Consolidated Rail Corp. 
Congressional Action Is Needed To 

Resolve the Northeast Corridor 
Cost-Sharing Dispute 
(CED-81.97) 

Conrail Needs To Further Improve 
Inventory Control and Management 
(CED-81-140) 

Consumer Product Safety Commls- 
sion 

Grain Fumigation: A Multifaceted 

368 

17% 

180 

185 

172 

47 

45 

102 

159 

157 

524 

13 

137 

467 

k%ita 



Consumer Product Safety Commission Agency/Organization Index 

Issue Needing Coordinated Atten- 
tion 
(CED.81~152) 535 

HUD Not Fulfilling Responsibility To 
Eliminate Lead-Based Paint Hazard 
in Federal Housing 
(CED-8131) 344 

Cooperative Power Association 
Financing Rural Electric Generating 

Facilities: A Large and Growing 
Activity 
(CED-81~14) 214 

Council of Economic Advisers 
New Strategy Required for Aiding 

Distressed Steel Industry 
(EMD-81-29) 86 

Council on Environmental Quality 
Better Monitoring Techniques Are 

Needed To Assess the Quality of 
Rivers and Streams: Volume I and I1 
(CED-81-30) 503 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-109) 187 

Programs for Ensuring the Safe Trans- 
portation of Hazardous Materials 
Need Improvement 
(CED-81-S) J 147 

Council on Wage and Price Stabllity 
Effects in Washington, D.C., Area of 

1979 Gasoline Shortage: Supplies 
Less Than National Average; Price 
Increases Comparable 
(EMD-80-70) 247 

Crystal Springs Ranch Fish Hatchery 
Corps of Engineers’ Acqursition of 

Fish Hatchery Proves Costly 
(CED-81-109) 479 

Defense Investigative Service 
Faster Processing of DOD Personnel 

Security Clearances Could Avoid 
Millions in Losses 
(GGD-81405) 385 

Dsfense Logistics Agency 
Purchase Price of Strategic Petroleum 

Reserve Oil Fair but Payment Tim- 
ing Is Costly 
(PSAD-80-30) 11 

Cefenw Fuel Supply Center 
Purchase Price of Strategic Petroleum 

Reserve Oil Fair but Payment Tim- 
ing Is Costly 
(PSAD-8030) 11 

Deparlment of Agriculture 
A Better Way for the Department of 

Agriculture To Inspect Meat and 
Poultry Processing Plants 
(CED-78-11) 207 

A Framework and Checklist for Evalu- 
ating Soil and Water Conservation 
Programs 
(PAD-80-15) 163 

Actions Needed To Increase Federal 
Onshore Oil and Gas Exploration 
and Development 
IEMD-81-40) 401 

After Six Years. Legal Obstacles Con- 
tinue To Restrict Government Use 
of the Standard Statistical Establish- 
ment Lrst 
(GGD-79-17) 

Agriculture’s Set-Aside Programs 
Should Be Improved 
(CED-80-9) 

Alternatrves To Reduce Dairy Sur- 
pluses 
(CED-80-88) 

An Assessment of Parity as a Tool for 
Formulating and Evaluating Agri- 
cultural Policy 
ICED-81-11) 

Are Agencies Domg Enough or Too 
Much for Archeologrcal Preserva- 
tion? Guidance Needed 
(CED-81-H) 

Better Data Needed To Determine the 
Extent to Which Herbrcrdes Should 
Be Used on Forest Lands 
(CED-81-46) 

Changes in Public Land Management 
Required To Achieve Congressional 
Expectations 
(CED-80-82A) 

Child Care Food Program: Better 
Management W11l Yield Better 
Nutrition and Fiscal Integrity 
(CEDk80-91) 

Congressional Action Needed To Pro- 
vide a Better Focus on Water- 
Related Research 
(CED-81-87) 

Congressional Gurdance Needed on 
Federal Cost Share of Water Re- 
source Prolects When Prolect Bene- 
fits Are Not Wrdespread 
(CED-81-12) 

Continuation of the Resource Conser- 
vation and Development Program 
Raises Questions 
(CED-81-120) 

Cooperative Extension Service’s Mis- 
sion and Federal Role Need Con- 
gressional Clarification 
(CED-81-119) 

Corrective Action. Reported by De- 
partment of Agriculture on a Factor 
Involving Federal Race Deficiency 
Payments, Has Not Been Imple- 
mented 
(CED-80-48) 

Department of Agrrculture Needs 
Leadership m Managing Its Infor- 
mation Resources 
(CED-81.116) 

230 

176 

178 

164 

406 

70 

71 

200 

50 

49 

217 

189 

218 

ifi _. 
Department of Agrrculture Should 

Have More Authorrty To Assess 
User Charges 
(CED-81-49) 174 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCD-80-9) 550 

Facihties in Many Natronal Parks and 
Forests Do Not Meet Health and 
Safety Standards 
fCED-80-115) 

Family Farmers Need Cooperatives-- 
But Some Issues Need To Be 
Resolved 
(CED-79-106) 

Farmer-Owned Gram Reserve Pro- 
gram Needs Modrficatron To 
Improve Effectiveness 
(CED-81-70) 

Federal Agencies Should Be Given 
General Multiyear Contracting Au- 
thority for Suppbes and Services 
(PSAD-78-54) 

Federal Budget Outlay Estrmates: A 
Growing Problem 
(PAD-79-20) 

Federal Domestic Food Assrstance 
Programs. A Trme for Assessment 
and Change 
KED-78-113) 

Federal Export Gram Inspection and 
Weighmg Programs: Improvements 
Can Make Them More Effective and 
Less Costly 
fCED-80-15) 

Federal Land Acquisition and Man- 
agement Practices 
ICED-81-135) 

Federal Role in Developing Grain 
Subterminals Should Be Coordi- 
nated by USDA 
(CED-81.101) 

Federal Water Resources Agencies 
Should Assess Less Costly Ways To 
Comply With Regulations 
(CED-81-36) 

Financmg Rural Electric Generating 
Facrlrtres A Large and Growing 
Activity 
(CED-81-14) 

Food for Development Program Con- 
strained by Unresolved Manage- 
ment and Pohcy Questions 
(10-81-32) 

Food Stamp Work Requirements: 
Ineffective Paperwork or Effective 
Tool? 
(CED-78-60) 

Forest Service Efforts To Change 
Timber Sale Payment Method 
(RED-75.396) 

Further Federal Action Needed To 
Detect and Control Environmental 
Contaminatron of Food 
fCED-81-19) 

73 

170 

180 

6 

47 

194 

430 

74 

51 

214 

42 

69 

210 

67 

Grain Fumrgation: A Multrfaceted 
Issue Needing Coordinated Atten- 
non 
(CED-81-152) 535 

Gram Inspection and Weighing Sys- 
tems in the Interior of the Umted 
States--An Evaluation 
ICED-80-62) 196 

Ground Water Overdrafting Must Be 
Controlled 

Efforts To Improve School Lunch (CED-80-96) 54 
Programs--Are They Paying Off? 
(CED-81-121) 

How Do Federal Agencies Assure 
208 That Disaster Loan Recipients 

834 



Agency/Organization Index Department of Commerce 

Maintain Mandatory Flood In- 
surance 
(CED-80-10) 

How Good Are School Lunches? 
ICED-78-22) 

Impact of Gasoline Constraints Should 
Be Considered in Managing FederaI 
Recreation Facthtier 
(CED-II-111) 

Improved Collections Can Reduce 
Federal and Dt5trict Government 
Food Stamp Program Costs 
(GGD-81-31) 

Improving Sanitatton and Federal 
Inspection at Slaughter Plants: How 
To Get Better Result5 for the 
Inspection Dollar 
(CEDJI-II& 

Insights Gained in Workfarc Dcmon- 
5tration Project5 
(CED-8/-117~ 

Internal Control Wcakncsscs Contrib- 
uted to the Mismanagement and 
Misuse of Federal Fund5 at Selected 
Community Action Agcncicb 
(AFMD-BI,S~J 

Lcaons To Be Learned From Off5ct- 
ting the Impact of the Soviet Grain 

Sale5 Subpension 
ICED-BI-II01 

Limited-Resource Farmer Lwdns: 

More Can Be Done To Achieve Pro- 
gram Goals and Reduce Co5ts 
(CED-81-144) 

Long-Range Planning Can Improve 
the Efficiency of Agricultural Rc- 
search and Development 
KED-81.141) 

Major Factors Inhibit Expansion of the 
School Breakfast Program 
ICED-80-35) 

Millions Can Be Saved by Improving 
the Productivity of State and Local 
Governments Administering Feder- 
al Income Maintenance Asststdnce 
Programs 
(AFMD-81-51) 

More Can Be Done To Improve the 
Department of Agriculture’s Com- 
modity Donation Program 
ICED-81-83) 

More Can Be Done To Protect Depos- 
itors at Federally Examined Grain 
Warehouses 
(CED-81~II2) 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 
Controls Among Proposals for 
Those Who Work Less 
(FPCD-79-24) 

National Direction Required for Effec- 
tive Management of America’s Fish 
and Wildlife 
(CED-SI-107) 

Need for More Effective Regulation of 
Direct Additives to Food 
(HRD-80-90) 

Need To Reevaluate Hetistat Program 
Objectives and Progress 
(MASAD-31) 

600 

198 

52 

462 

208 

205 

45 

185 

192 

169 

201 

65 

203 

172 

568 

422 

303 

212 

New Means of Analysis Required for 
Policy Decisions Affecting Private 
Forestry Sector 
(EMD-SI-18) 165 

New-Home Buyers and Federal Agen- 
cies Benefit From Improved War- 
ranty Protection 
KED-8I-40) 

Phosphates: A Case Study of a Valu- 
able. Depleting Mmeral~in America 
(EMD-80-21) 

68 

145 

Poor Control5 Over Federal Aid in 
Mas5achuaetts After the 1978 Bliz- 
zard Caused Questionable Benefit 
Payment5 
(CED-SI-4) 88 

Premmm Pay for Federal In5pectors at 
U.S. Ports-of-Entry 
(GGD-74-91) 64 

Procrving America’5 Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-109) 187 

Prohlcms Plagued Department of 
Agriculture’5 Grasshopper Control 
Program in 1970 
fCED-8U-95) 182 

Proposal5 for Improving the Manage- 
ment of Fcdcral Trawl 
(FPCD-U-13) 23 

Proposed Forest Service Land Ex- 
change Involving the Chattahoochie 
National Forest m Georgia 
KED) 211 

Rural Electrification Admmi5tration 
Loan5 to Electric Di5tribution Sys- 
tcm5: Pohcy Change5 Needed 
(CED-8O-S2) 213 

Shall Full Funding Bc Applied to the 
Rental Assi5tance and Family Plan- 
mng Programs’? 
(PAD-80-16) 190 

Statu5. Progress. and Problems in Fed- 
eral Agency Accountmg During Fis- 
Cdl 1980 

IAFMD-81-58) 35 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
KED-80-45) 216 

The Department of Agrtculture Can 
Mimmize the Risk of Potential Crop 
Failures 
KED-81-75) 166 

The Farmer5 Home Administration’s 
Economic Emergency Loan Pro- 
gram Could Be More Effective 
(CED-80-84) 191 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-SI-6) 62 

The Special Supplemental Food Pro- 
gram for Women, Infants, and Chil- 
dren (WIG)--How Can It Work 
Better? 
(CED-79-55) 

U.S Income Security System Needs 
Leadership. Policy, and Effective 
Management 
IHRD-80-33) 

199 

10 

Weak Management in Animal Disease 
Control Program Results in Large 
Economic Losses 
(CED-81-96) 

Weaknesses in the Planning and Utili- 
zation of Rental Housing for Per- 
sons in Wheelchairs 
fCED-81-45) 

Office of the Inspector General 
Grain Inspection and Weighing Sys- 

tems in the Interior of the United 
States--An Evaluation 
ICED-80~62) 

Department of Commerce 
After Six Years, Legal Obstacles Con- 

tinue To Restrict Government Use 
of the Standard Statistical Estabhsh- 
ment List 
(GGD-79-17) 

Civtl Agencies Can Improve the Per- 
formance of Technical Evaluations 
(PSAD-81-9) 

Congressional Action Needed To Pro- 
vide a Better Focus on Water- 
Related Research 
(CED-81-87) 

Congressional Guidance and Better 
Federal Coordination Would 
Improve Marine Mammal Manage- 
ment 
ICED-81-52) 

Contracting for Computer Software 
Development--Serious Problems 
Require Management Attention To 
Avoid Wasting Additional Millions 
IFGMSD-80-4) 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCD-80-9) 

Federal Agencies’ Maintenance of 
Computer Programs: Expensive and 
Undermanaged 
(AFMD-81-25) 

Federal Weather Modification Efforts 
Need Congressional Attention 
ICED-80-5) 

Followup on the National Marine 
Fisheries Service’s Efforts To Assess 
the Quality of U.S.-Produced 
Seafood 
(CED-81-125) 

Government Measures of Private- 
Sector Productivtty: Users Recom- 
mend Changes 
(FGMSD-80-45) 

Government-Wide Guidelines and 
Management Assistance Center 
Needed To Improve ADP Systems 
Development 
(AFMD-81-20) 

Impact of Foreign Corrupt Practices 
Act on U.S. Business 
(AFMD-SI -34) 

Impact of Regulations--After Federal 
Leasing--On Outer Continental 
Shelf Oil and Gas Development 
(EMDJI 48) 

183 

346 

196 

230 

76 

50 

84 
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550 

28 

227 

229 

79 

26 - 

597 

55 

63s 



Department of Commerce * Agency/Organization Index 

Increasing Use of Data Telecommuni- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-N-I) 

Industrial Wastes; An Unexplored 
Source of Valuable Minerals 
(EMD-80-45) 

Issues in Leasing Offshore Lands for 
Oil and Gas Development 
(EMD-81-59) 

Knoxville Expo ‘82: Why Changes Are 
Needed in Law on Reuse of U.S. 
Pavilions at International Exposi- 
tions 
(PLRD-81~II) 

Lessons To Be Learned From Offset- 
ting the Impact of the Soviet Grain 
Sales Suspension 
(CED-81-IlO) 

Long-Term Economic Planning Need- 
ed in Oil- and Gas-Producing States 
(PAD-81-09) 

Managing Foreign Mineral Informa- 
tion Programs To Support Public 
Policy Analyses 
(EMD-81-32) 

Measuring Accomplishments Under 
the Business Development Assist- 
ance Program--More Accurate Veri- 
fication Recommended 
(CED-79-117) 

More Can Be Done To Ensure That 
Industrial Parks Create New Jobs 
(CED-81-7) 

Most Federal Agencies Have Done 
Little Planning for ADP Disasters 
(AFMD-81~16) 

Need To Assess Quality of 
U.S.-Produced Seafood for Domes- 
tic and Foreign Consumption 
(CED&-20) 

New Strategy Required for Aiding 
Distressed Steel Industry 
(EMD-81-29) 

Potentiai Impediment of Foundry Ca- 
pacity Relative to National Defense 
Needs 
(EMD-81~134) 

President’s Sixth Special Message for 
N I981 
(OGCdJ-7) 

Procedures To Adjust 1980 Census 
Counts Have Limitations 
(GGD-Bl-28) 

Should the Appalachian Regional 
Commission Be Used as a Model for 
the Nation? 
(CED-79-50) 

Siiar Business Assistance Programs 
of Two Federal Agencies Have 
Potential for Duplication 
(CEDN-26) 

Status, Progress, and Problems in Fed- 
eral Agency Accounting During F* 
Cal 1980 
(AFMD-81-58) 

Stronger Federal Effort Needed To 
Foster Private Sector Productivity 
(AFMD&-29) 

U.S. Laws and Regulations Applicable 
to Imports From Nonmarket 

17 

82 

404 

219 

185 

77 

141 

223 

224 

21 

228 

86 

75 

32 

221 

220 

604 

35 

81 

Economies Could Be Improved 
(ID-81;35) 

Wider Use of Better Computer Soft- 
ware Technology Can Improve 
Management Control and Reduce 
costs 
(FGMSD-80-38) 

Ottice of Federal Statistical Policy end 
Standards 
After Six Years. Legal Obstacles Con- 

tinue To Restrict~Government Use 
of the Standard Statistical Establish- 
ment List 
(GGD-79-17) 

Office cl the S5crst5ty: Weather Modifica- 
tlon Board 
Federal Weather Modification Efforts 

Need Congressional Attention 
(CED-80-5) 

Department of Defense 
Actions Needed To Increase Federal 

Onshore 011 and Gas Exploration 
and Development 
(EMD-81-40) 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCD-81-7) 

Budget Formulation: Many Ap- 
proaches Work but Some Im- 
provements Are Needed 
(PADdO-31) 

Civil Agencies Should Save Millions by 
Recovering Silver From Photo- 
graphic Wastes 
(PLRD-81-48) 

Civil Servants and Contract Employ- 
ees: Who Should Do What for the 
Federal Government? 
(FPCD-81-43: 

Disability Provisions of Federal and 
District of Columbia Employee Re- 
tirement Systems Need Reform 
(FPCD-78-48) 

DOD Participation in the Space Trans- 
portation System: Status and Issues 
(MASAD-81-6) 

DOD Should Give Better Guidanze 
and Training to Contractors Who 
Classify National Security Informa- 
tion 

(PLRD-81;3) 
Economic and Operational Benefits in 

Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCD-80-9) 

Eliminating Contractor Inspections of 
Federal Water Projects Could Save 
MilIions 
(CED-81~146) 

Energy-Efficient and Cost-Effective 
Equipment Should Be Installed in 
New Government Housing 
(EMD-8i-93) 

Examination of the Panama Canal 
Commission’s Fiscal Year 1980 
Financial Statements and Treaty- 
Related Issues 
(ID-81 -49) 

Faster Processing of DOD Personnel 
Security Clearances Could Avoid 

78 

12 

230 

227 

401 

15 

9 

36 

557 

566 

544 

92 

550 

59 

61 

95 

Millions in Losses 
(GGD-81-105) 365 

Federal Agencies Should Be Given 
General Multryear Contracting Au- 
thorny for Supplies and Services 
(PSAD-78-54) 1 

Federal Budget Outlay Estimates: A 
Growing Problem 
(PA D-79-20) 6 

Federal Pay-Setting Surveys Could Be 
Performed More Efficiently 
(FPCDdl-50) 589 

Federal Retirement Systems. Unrecog 
mzed Costs, Inadequate Funding, 
Inconsistent Benefits 
(FPCD-77-48) 

Fundamental Changes Needed To 
Achieve Shared Support Services for 
Federal Agencies Overseas 
(10-81-37) 

Impact of Gasoline Constraints Should 
Be Considered in Managing Federal 
Recreation Facilities 
{CED-81-III) 

Increased Agency Use of Efficiency 
Guidelines for Commercial Activi- 
ties Can Save Milhons 
(FPCD-81-78) 

Increased Productivity in Processing 
Travel Clarms Can Cut Administra- 
tive Costs Significantly 
(AFMD-81-18) 

Ineffective Management of Ship Main- 
tenance--A Coast Guard Problem 
(LCD-Sl-12) 

Legislation Needed To Encourage 
Better Use of Federal Medical Re- 
sources and Remove Obstacles to 
Interagency Sharing 
(HRD-78-54) 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 
Controls Among Proposals for 
Those Who Work Less 
(FPCD-79-24) 

NASA’s Standard Parts Program-‘Are 
the Objectives Being Accom- 
plished? 
(PSAD-81-18) 

Need for Overall Policy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volumes 1 & II) 
(FPCD-78-49) 

Oversight of the Government’s Secu- 
rity Classification Program--Some 
Improvement Still Needed 
(LCD-81-13) 

Potential lmpcdhnent of Foundry Ca- 
pacity Relative to National Defense 
Needs 
(EMD-SI-134) 

President’s Sixth Special Message for 
FY 1981 
(OGC-81-7) 

Proposals for Improving the Manage- 
ment of Federal Travel 
(FPCD-Sl-13) 

Protection and Prompt Disposal Can 
Prevent Destruction of Excess Facil- 
ities in Alaska 
(LCD-80-96) 

563 

398 

52 

580 

89 

473 

122 

568 

543 
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44 

75 

32 

23 

91 



Agency/Organization Index 

Providing Veterans With Service- 
Connected Dental Problems Higher 
Priority at VA Clinics Could Reduce 
Fee-Program Costs 
(HRDal-82) 

Purchase Price of Strategic Petroleum 
Reserve Oil Fair but Payment 
Tiig Is costly 
(PSA D-80,30) 

Secret Service Has More Computer 
Capacity Than It Needs 
(GGD-81-43) 

Selected Water Sales Contracts 
(CEDaO-69) 

Ship Manifest Laws Need To Be 
Administered in a More Consistent. 
Less Burdensome Manner 
(GGDaO-22) 

Streamlining Legal Review of Criminrd 
Tax Cases Would Strengthen 
Enforcement of Federal Tax Laws 
(GGDai-25) 

The Comptroller of the Currency 
Should Decide the Extent to Which 
His Action Control System Is Need- 
ed 
(GGDal-93) 

The Revenue Sharing Act’s 1976 
Amendments: Little Effect on 
improving Administration and 
Enforcement of Nondiscrimination 
Provisions 
(GGD&-9) 

The United States Remains Un- 
prepared for Oil Import Disruptions 
(EMDal-117) 

U.S. Income Security System Needs 
Leadership. Policy. and Effective 
Management 
(HRDaiT-33) 

U.S. Strategy Needed for Water Sup- 
ply As&tame to Developing Coun- 
tries 
(IDal-51) 

onieenfR6venuesharlng 
The Revenue Sharing Act’s 1976 

Amendments: Little Effect on 
Improving Administration and 
Enforcement of Nondiscrimination 
Pi-OViSiOnS 

(GGDaI-9) 

OfliR3OfTaXAM@ 
Assssing the Impact of Federal and 

State Taxes on the Domestic Miner- 
als Industry 
(EMD-81-13) 

DOpdlWHOfTransportation 
Actions Needed To Increase Bi- 

cycle&loped Use in the Federal 
cnmnlurdty 
(EMD-8141) 

Agencies Should Disclose Ccmsultant’s 
Roles in Preparing Congressionally 
Mandated Reports 
(FPCDaO-76) 

Aircraft Delays at Major U.S. Air- 
ports Can Be Reduced 
(CED-79-102) 

Better Investment Decisions Can Save 
Money at GSA and FAA 
uwwab30) 

626 

II 

451 

433 

450 

129 

447 

445 

104 

10 

43 

446 

409 

463 

123 

469 

152 

Better Targeting of Federal Funds 
Needed To Eliminate Unsafe 
Bridges 
(CEDal-126) 

Coast Guard Personnel Records 
Storage Areas Need Fire Protectron 
Systems 
(GGDal-72) 

Communication and Management 
Problems Hinder the Planning Proc- 
ess for Major Mass Transit Projects 
(CED-79-82) 

Congressional Action Is Needed To 
Resolve the Northeast Corridor 
Cost-Sharing Dispute 
(CEDal-97) 

Consumers Need More Reliable Auto- 
mobile Fuel Economy Data 
(CEDal-133) 

Contract Overpriced and Estabhshed 
Pricing Regulations and Procedures 
Not Followed 
(MASADal-16) 

Deteriorating Highways and Lagging 
Revenues: A Need To Reassess the 
Federal Highway Program 
(CEDai-42) 

DOT Should Terminate Further 
LORAN-C Development and 
Modernization and Exploit the 
Potential of the NAVSTARIGlobal 
Positioning System 
(MASADaI-42) 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCDaO-9) 

Excessrve Truck Weight: An Expcn- 
sive Burden We Can No Longer 
Support 
(CED-79-94) 

FAA Misses Opportunities To Discon- 
tinue or Reduce Operating Hours of 
Some Airport Traffic Control 
Towers 
(CEDaI-100) 

Federal Role in Developing Grain 
Subterminals Should Be Coordi- 
nated by USDA 
(CEDJI-101) 

Further Improvements Are Needed in 
Amtrak’s Passenger Service Con- 
tracts. but They Won’t Come Easily 
(CEDal-35) 

Gains Made in Controlling Illegal 
Drugs, Yet the Drug Trade Ftoer- 
i&es 
(GGDaO4) 

Grain Fumigation: A Multifaceted 
Issue Needing Coordinated Atten- 
tion 
(CEDaI-152) 

Highway Safety Grant Program 
Achieves Limited Success 
(CEDal-16) 

How To Improve the Federal Aviation 
Administration’s Ability To Deal 
With Safety Hazards 
(CEDaO-66) 

466 

474 

475 

137 

110 

460 

465 

450 

550 

464 

463 

74 

471 

125 

535 

468 

452 

Increased Productivity in Proccsbmg 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMD-8I-18) 

Increasing Commutmg by Transit and 
Ridesharing: Many Factors Should 
Be Considered 

ICED-81-13) 

Ineffective Management of Ship Main- 
tenance--A Coast Guard Problem 
(LcDaI-I-7) 

Information on U.S. Coast Guard’s 
Decision To Purchase M/V Cowslip 
Vessel 
(CED-81-128) 

Management Improvements Needed in 
Coast Guard Supply System 
IPLRDal-37) 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 
Controls Among Proposals for 
Those Who Work Less 
fFPCD-79-24) 

New Strategy Requrrcd for Aiding 
Drstressed Steel Industry 
fEMDal-29) 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
KED-79-109) 

President’s Sixth Special Message for 
FY 1981 
fOGCal-7) 

Programs for Ensuring the Safe Trans- 
portation of Hazardous Materials 
Need improvement 
ICEDal- 

Proposed Forest Service Land Ex- 
change Involving the Chattahoochie 
National Forest in Georgia 
CCED) 

Protection and Prompt Disposal Can 
Prevent Destruction of Excess Facil- 
ities in Alaska 
(LCDaO-%) 

Review of DOTS Response to Recom- 
mendations in tbe Senate Report on 
FAA’s En Route Air Traffic Control 
Computer System 
IAFMDa1-66) 

Review of DOTS Response to Recom- 
mendations in the Senate Report on 
FAA% En Route Air Traftic Control 
Computer System 
(A FMD-8167) 

Soaring Transit Subsidies Must Be 
Controlled 
(CEDal-28) 

The S(a) Pilot Program for Disadvan- 
taged Small Businesses Has Not 
Been Effective 
(CED-81~22) 

The Coast Guard-Limited Resources 
Curtail Ability To Meet Responsi- 
biities 
(CEDaO-76) 

The Federal Aviation Administration 
Can Improve the Operation of Its 
General Aviation District Oftices 
(CEDal-114) 

89 

469 

473 

455 

456 

568 

86 

187 

32 

147 

211 

91 

451 

462 

135 

605 

472 

154 
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Department of Transportation 

The FederaI Investment in Amtrak’s 
Assets Should Be Secured 
(PA D-81 -32) 

The Trucking Industry’s Federal 
Paperwork Burden Should Be 
Reduced 
(GGD-81-32) 

There Is No Shortage of Freight 
Cars-Railroads Must Make Better 
Use of What They Have 
&TED&-2) 

Transportation Contingency Plans for 
Future Gas Shortages Will Not Meet 
Commuter Needs 
(CED-81-79) 

District of Columbia 
Delays in Developing and Implement- 

ing the District of Columbia Gov- 
ernment’s Elements of a Compre- 
hensive Plan for the National Capi- 
tal 
(GGD-SO-18) 

Disability Provisions of Federal and 
District of Columbia Employee Re- 
tirement Systems Need Reform 
(FPCD- 78-48) 

Federal and District of Columbia 
Employees Need To Be in Separate 
Pay and Benefit Systems 
(FPCD-n-71) 

Federal Payment to the District of 
Columbia: Experience Since Home 
Rule and Analysis of Proposals for 
Change 
(GGD-81-67) 

Improved Collections Can Reduce 
Federal and District Government 
Food Stamp Program Costs 
(GGD-SI-31) 

Police Forces in the District of Colum- 
bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

Some Restructuring Needed in 
District’s Contracting Program To 
Serve Minority Businesses 
(GGD-81-68) 

Welfare Payment Reduced: An Im- 
proved Method for Detecting 
Erroneous Welfare Payments 
(GGD-78-107) 

aepatmentofGenerstservicee 
Some Restructuring Needed in 

District’s Contracting Program To 
Serve Minority Businesses 
(GGD-81-63) 

Department of Housing and Community 
Dsvslopment 
Improved Collections Can Reduce 

Federal and District Government 
Food Stamp Program Costs 
(GGD-8:~3I) 

Oepartment of Human ServIcea 
District Needs To Improve the Process 

for Identifying Misuse of Its Medi- 
caid Program 
(GGD-81-78) 

Improved Collections Can Reduce 
Federal and District Government 
Food Stamp Program Costs 
(GGD-81-31) 

638 

454 

149 

151 

470 

460 

566 

564 

485 

462 

144 

461 

466 

482 

464 

462 

Welfare Payment Reduced: An Im- 
proved Method for Detecting 
Erroneous Welfare Payments 
(GGD-78-107) 

E¶k?aweolftceoftllehfayer 
The District of Columbia Government 

Should Determine Its Work Force 
Needs 
(FPCD-79-21) 

Hzatmpdl Police Department 
Police Forces in the District of Colum- 

bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

Minority Business Opportun~%y Commtz+ 
elm 
Some Restructuring Needed in 

District’s Contracting Program To 
Serve Minority Businesses 
IGGDUI-68) 

office of Budget and Management Sys- 
tome 
The District of Columbia Government 

Should Determine Its Work Force 
Needs 
(FPCD-79-21) 

OfkeofFalrHeadngs 
Improved Collections Can Reduce 

Federal and District Government 
Food Stamp Program Costs 
(GGD-81,31) 

Drug Enforcement Administration 
Asset Forfeiture-A Seldom Used Tool 

in Combatting Drug Trafficking 
(GGD-81.51) 

Gains Made in Controlling Illegal 
Drugs. Yet the Drug Trade Flour- 
ishes 
(GGD-80-4) 

The Multi-State Regional Intelligence 
Projects-Who Will Oversee These 
Federally Funded Networks? 
(GGD#-36) 

Economic Development Administra- 
tion 

Changes Proposed for the Funding of 
Public Works Projects Would 
Expedite Economic Development 
and Job Opportunities 
(CED-77-86) 

Federal Capital Budgeting: A Collec- 
tion of Haphazard Practices 
(PADal-19) 

Long-Term Economic Planning Need- 
ed in Oil- and Gas-Producing States 
(PAD-81-09) 

Measuring Accomplishments Under 
the Business Development Assist- 
ance Program-More Accurate Veri- 
fication Recommended 
(CED-79-117) 

More Can Be Done To Ensure That 
Industrial Parks Create New Jobs 
(CED-81-7) 

Simdar Business Assistance Programs 
of Two Federal Agencies Have 
Potential for Duplication 
(CED.i?I-26) 

481 

144 

Use of Vacant Schools Could Provide 
Savings to Federal Construction 

programs 
(HRDal-28) 

Economic Regulatory Adminisbation 
A New Headquartefield Structure 

Could Provide a Better Framework 
for Improving Department of 
Energy Operations 
(EMD-N-97) 

Effects in Washington. D.C., Area of 
1979 Gasoline Shortage: Supplies 
Less Than National Average; Price 
Increases Comparable 
(EMD-80-70) 

Ec+nnics, Stat&tics, and Coopera- 
tives ssrvlce 

Corrective Action. Reported by De- 
partment of Agriculture on a Factor 
Involving Federal Rice Deficiency 
Payments. Has Not Been Imple- 
mented 
KED80-48) 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 

Edison Electric &titute 
Federal Energy Regulatory Commis- 

sion Needs To Act on the Con- 
struction-Work-In-Progress Issue 
(EMD-81~123) 

Electronic Data Systems Federal 
f-P. 

Terminating the Audit of the National 
Flood Insurance Program’s Fiscal 
19x0 Financial Statements 
(AFMDiW93) 

Employment and Training Administra- 
tion 

CETA Demonstration Provides Les- 
sons on Implementing Youth Pro- 

grams 
(HRD-81~I) 

Weak Internal Controls Make the De- 
partment of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud. Waste, and Abuse 
(AFMD-81-46) 

Energy Information Administration 
Millions Wasted Trying To Develop 

Major Energy information System 
(AFMD-81-40) 

Energy Research and Development 
Administration 

A New HeadquarterslField Structure 
Could Provide a Better Framework 
for Improving Department of 
Energy Operations 
(EMDN-97) 

Cost To Retire Uranium Enrichment 
Facilities Should Be Included in 
Current Uranium Enrichment 
Charges 
(EMD-79-94) 

Energy Resources Council 
Domestic Aluminum Resources: 

Dilemmas of Development 
(EMD-80-63) 

234 

275 
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216 

280 
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375 

376 

264 

275 

244 

108 



Ligencylorganization Index Export-Import Bank of the United States 

Environmental Protection Agency 
Actions Needed To Increase Bi- 

cycle/Moped Use in the Federal 
Community 
(EMD-81-41) 453 

Adequacy of EPA Resources and Au- 
thority To Carry Out Drinking 
Water Program Activities 
ICED-81 -58) 501 

Agencies Should Disclose Consultant’s 
Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80-76) 123 

An Quahty: Do We Really Know 
What It Is3 
(CED-79.84) 492 

Better Monitoring Techniques Are 
Needed To Assess the Quahty of 
Rovers and Streams: Volume I and II 
(CED-81.30) 503 

Btlltons Could Be Saved Through 
Waivers for Coastal Wastewater 
Treatment Plants 
(CED-81-68) 505 

Consumers Need More Rehable Auto- 
mobtle Fuel Economy Data 
(CED-81-133) 110 

Costly Wastewater Treatment Plants 
Fail To Perform as Expected 
(CED-81-9) 499 

Domestrc Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63J 108 

EPA’s New Research Controls: Prob- 
lems Remain 
(CED-81-124) 507 

Federal Industrial Targets and Pro- 
curement Guidehnes Programs Are 
Not Encouraging Recycling and 
Have Contract Problems 
(EMD-81-7) 111 

Further Federal Actron Needed To 
Detect and Control Environmental 
Contaminatton of Food 
(CED-81-19) 67 

Grain Fumrgation: A Multifaceted 
Issue Needing Coordinated Atten- 
tion 
(CED-81-152) 

Hazardous Waste Disposal Methods: 
Major Problems With Their Use 
(CED-81-21) 

535 

500 

Hazardous Waste Facilittes Withtn 
Interim Status May Be Endangering 
Public Health and the Environment 
(CED-81-158) 509 

Hazardous Waste Sites Pose Investiga- 
tion, Evaluation, Scienttfic. and 
Legal Problems 
(CED-81~57) 502 

Impact of Regulations-After Federal 
Leasing--On Outer Continental 
Shelf Oil and Gas Development 
(EMD-81-48) 55 

Increased Productivity in Processing 
Travel Chtirns Can Cut Administra- 
tive Costs Significantly 
(AFMD-81-18) 89 

Increasing Commuting by Transit and 
Rideshating: Many Factors Should 

Be Considered 
(CED-81-13) 

Indoor Air Pollutron: An Emerging 
Health Problem 
(CED-80-111) 

Industrial Wastes: An Unexplored 
Source of Valuable Minerals 
(EMD-80-45) 

Large Construction Projects To 
Correct Combined Sewer Overflows 
Are Too Costly 
(CED-80-40) 

Many Water Quahty Standard Vrola- 
tions May Not Be Stgntftcant 
Enough To Justify Costly Preventive 
Actions 
(CED-80-86) 

National Water Quahty Goals Cannot 
Be Attained Without More Atten- 
tion to Pollution from Diffused or 
“Nonpomt” Sources 
KED-78-6) 

Phosphates: A Case Study of a Valu- 
able. Depletrng Mineral m Amerrca 
(EMD-80-21) 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-109) 

Problems in Assessing the Cancer 
Risks of Low-Level lomzing Radta- 
tion Exposure 
(EMD-81-l) 

Programs for Ensuring the Safe Trans- 
portation of Hazardous Materials 
Need Improvement 
(CED-81-5) 

Promising Changes Improve EPA’s 
Extramural Research: More 
Changes Needed 
(CED-81-6) 

Proposals for Improving the Manage- 
ment of Federal Travel 
(FPCD-81-13) 

Reducing Tooth Decay--More 
Emphasis on Fluoridation Needed 
(HRD-79-3) 

Solid Waste Disposal Practices: Open 
Dumps Not Identified: States Face 
Fundmg Problems 
(CED-81-131) 

The Environmental Protection Agency 
Needs To Better Control Its Grow- 
ing Paperwork Burden on the Public 
(GGD-81-40) 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-81-6) 

Unresolved Issues Resulting From 
Changes in DOE’s Synthetic Fuels 
Commercialization Programs 
(EMD-81~128) 

Wyoming Wastewater Treatment 
Facility Proves Unsuccessful 
(CED-81-94) 

Office of Audit 
Review of Environmental Protection 

Agency’s Efforts To Detect and 
Prevent Fraud and Abuse 
(CED-80-100) 

469 

497 

a2 

493 

495 

489 

145 

187 

99 

147 

498 

23 

115 

508 

504 

62 

273 

506 

494 

Office of the Inspector General 
Review of Environmental Protection 

Agency’s Efforts To Detect and 
Prevent Fraud and Abuse 
(CED-80-100) 494 

Wyoming Wastewater Treatment 
Facdity Proves Unsuccessful 
(CED-N-94) 506 

Region VIII, Denver, CO 
Wyoming Wastewater Treatment 

FacthtyProves Unsuccessful 
ICED-81-94) 506 

Equal Employment Opportunity Com- 
mission 

Achieving Representation of Minori- 
ties and Women in the Federal 
Work Force 
(FPCD-81-5) 575 

Equal Employment Opportunity Com- 
mtssion Needs To Improve Its Ad- 
ministrative Activities 
IHRD-81-74) 510 

Further Improvements Needed in 
EEOC Enforcement Activities 
IHRDdl-29) 124 

Implementation: The Missing Link in 
Planning Reorganizations 
IGGD-81-57) 556 

Executive Office of the President 
Assessing the Impact of Federal and 

State Taxes on the Domestrc Miner- 
als Industry 
IEMD-81-13) 

Federal Capital Budgeting: A Collec- 
tion of Haphazard Practices 
(PA D-81-19) 

Implementation: The Missing Link in 
Plannmg Reorganizations 
(GGD-81-57) 

Phosphates: A Case Study of a Valu- 
able. Depleting Mmeral in America 
(EMD-80-21) 

Problems in Developing and Imple- 
mentmg a Total Compensation Plan 
for Federal Employees 
(FPCD-81-12) 

Stronger Federal Effort Needed To 
Foster Private Sector Productivity 
(AFMD-81-29) 

The Federal Government Needs a 
Comprehensive Program To Curb 
its Energy Use 
IEMD-80-11) 

The Federal Government Should but 
Doesn’t Know the Cost of Adminis- 
tering Its Assistance Programs 
(GGD-77-87) 

Export-Import Bank of the United 
States 

Policv Needed at Eximbank for Fi- , 
nancing Aircraft Spare Parts and 
Other Support Items 
(ID-81 -55) 511 

Spending Authority Recordings in 
Certain Revolving Funds Impair 
Congressional Budget Control 
(PAD-80-29) 13 

. 

409 

29 

556 

145 

576 

81 

246 

3 

639 



Farm Credit Administration Agency/Organization Index 

Farm Credit Administration 
The Cooperative Extension Service 

Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 

How To Improve the Federal Aviation 
Administration’s Ability To Deal 
With Safety Hazards 
(CED-80-66) 

Industry 
(CED-81-236) 513 

452 
216 

Federal Land Bank Association 
The Cooperative Extension Service 

Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 

President’s Sixth Special Message for 
N 1981 
(OGC-81-7) 32 

216 

Protection and Prompt Disposal Can 
Prevent Destruction of Excess Facil- 
ities in Alaska 
(LCD-80-96) 

Federal Computer Performance Eval- 
uation and Simulation Center 

Government-Wide Guidelines and 
Management Assistance Center 
Needed To Improve ADP Systems 
Development 
(AFMD-81-20) 26 

91 

Production Credit Association 
The Cooperative Extension Service 

Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 216 

Review of DOT’s Response to Recom- 
mendations in the Senate Report on 
FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-66) 

Opportunities Still Exist To Better Use 
the Mint’s Data Processing Center 
IGGD-81-64) 

461 

Farmers Home Administration 
Energy-Efficient and Cost-Effective 

Equipment Should Be Installed m 
New Government Housmg 
(EMD-81-93) 

Review of DOT’s Response to Recom- 
mendations in the Senate Report on 
FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-67) 

Federal Construction Council 
Bullding Research Advisory Board 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCD-81-7) 

462 
61 

How Do Federal Agenctes Assure 

That Disaster Loan Recipients 
Maintain Mandatory Flood In- 
surance 
(CED-80-10) 

The Federal Aviation Admmistration 
Can Improve the Operation of Its 
General Aviation District Offices 
(CED-81-114) 

Federal Coordinating Council for Sci- 
ence, Engineering, and Technology 

Improving the Safety of Our Nation’s 
Dams--Progress and Issues 
(CED-79-30) 

437 

15 

53 
154 

600 
Limited-Resource Farmer Loans: 

More Can Be Done To Achieve Pro- 
gram Goals and Reduce Costs 
(CED-81-144) 

Federal Deposit Insurance Corp. 
Bank Secrecy Act Reporting Require- 

ments Have Not Yet Met Expecta- 
tions, Suggesting Need for Amend- 
ment 
(GGD-81-80) 130 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-109) 

192 

187 

Federal Bureau of investigation 
From Quantity to Quality. Changing 

FBI Emphasis on Interstate Proper- 
ty Crimes 
(GGD-80-43) 362 

From Quantity to Quality: Changing 
FBI Emphasis on Interstate Proper- 
ty Crimes--A Supplement 
(GGD-80-43(A)) 

Gains Made in Controlling Illegal 
Drugs, Yet the Drug Trade Flour- 
ishes 
(GGD-80-4) 

363 

Comptroller of the Currency Needs 
Authority To Dispose of Property 
Remaining From Failed National 
Banks 
(GGD-81-94) 446 

Shall Full Funding Be Applied to the 
Rental Assistance and Family Plan- 
ning Programs? 
(PAD-80-H) 190 125 

Federal Examinations of Financial 
Institutions: Issues That Need To Be 
Resolved 
IGGD-81-12) 517 

Spending Authority Recordings in 
Certain Revolving Funds Impair 
Congressional Budget Control 
(PA D-80-29) 

Special Agents Should Be Phased Out 
as FBI Crime Laboratory Examiners 
(GGD-80-60) 364 

13 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81-791 622 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 216 

The Farmers Home Administration’s 
Economic Emergency Loan Pro- 
gram Could Be More Effective 
(CED-80-84) 

ldentlfication Division 
Faster Processing of DOD Personnel 

Security Clearances Could Avoid 
Millions in Losses 
(GGD-81-105) 365 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 156 

Weaknesses in the Planning and Utili- 
zation of Rental Housing for Per- 
sons in Wheelchairs 
(CED-81-45) 

191 

348 

Federal Aviation Administration 
Aircraft Delays at Major U.S. Air- 

ports Can Be Reduced 
(CED-79-102) 459 

Better Investment Decisions Can Save 
Money at GSA and FAA 
(PLRD-81-30) 152 

Contract Overpriced and Established 
Pricing Regulations and Procedures 
Not Followed 
(MASAD-81-16) 

FAA Misses Opportunities To Discon- 
tinue or Reduce Operating Hours of 
Some Airport Traffic Control 
Towers 

460 

463 

Federal Communications Commls- 
sion 

Agencies Should Disclose Consultant’s 
Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80-76) 

FCC Did Not Act in the Government’s 
Best Interest in Acquiring Leased 
Space 
(PLRD-81-39) 

Independent Regulatory Agencies Can 
Reduce Paperwork Burden on 
Industry 
(A FMD-81-70) 

Legislative and Regulatory Actions 
Needed To Deal With a Changing 
Domestic Telecommunications 
Industry 
(CED-81-136) 

Federal Disaster Assistance Adminis- 
tration 

123 

How Do Federal Agencies Assure 
That Disaster Loan Recipients 
Maintain Mandatory Flood In- 
surance 
(CED-80-10) 600 

512 

Poor Controls Over Federal Aid in 
Massachusetts After the 1978 Bliz- 
zard Caused Questionable Benefit 
Payments 
(CED-81-4) 88 

559 

513 

Federal Emergency Management 
Agency 

Better Oversight Needed for Safety 
and Health Activities at DOE’s 
Nuclear Facilities 
(EMD-81-108) 270 

Common Carrier Bureau 
Legislative and Regulatory Acttons 

Needed To Deal With a Changing 
Domestic Telecommunications 

Federal Electrical Emergency Pre- 
paredness Is Inadequate 
(EMD-81-50) 263 

How Do Federal Agencies Assure 
That Disaster Loan Recipients 

640 



Agency/Organization Index 

Maintain Mandatory Flood In- 
surance 
(CED-80-10) 

Implementation: The Missing Link in 
Planning Reorganizations 
(GGD-81-57) 

Poor Controls Over Federal Aid m 
Massachusetts After the 1978 Bliz- 
zard Caused Questionable Benefit 
Payments 
(CED-81-4) 

Programs for Ensuring the Safe Trans- 
portation of Hazardous Materials 
Need Improvement 
(CED-U-5) 

Terminating the Audit of the Nanonal 
Flood Insurance Program’s Fiscal 
1980 Financial Statements 
(AFMDdl-93) 

The Congress Should Mandate Forma- 
tion of a Mihtary-VA-Clnhan Con- 
tingency Hospital System 
(HRD-80-76) 

Will There Be Enough Tramed Me& 
cal Personnel in Case of War? 
(HRD-81-67) 

Federal Employees Pay Council 
Determining Federal Compensation. 

Changes Needed To Make the 
Processes More Equitable and 
Credible 
(FPCD-80-17) 

Federal Energy Regulatory Commis- 
sion 

A New Headquarters/Field Structure 
Could Provide a Better Framework 
for Improving Department of 
Energy Operations 
(EMD-81-97) 

Additional Management Improve- 
ments Are Needed To Speed Case 
Processing at the Federal Energy 
Regulatory Commission 
(EMD-80-54) 

Burdensome and Unnecessary Report- 
ing Requirements of the Public Util- 
ity Regulatory Policies Act Need To 
Be Changed 
(EMD-N-105) 

Federal Energy Regulatory Commis- 
sion Needs To Act on the Con- 
struction-Work-In-Progress Issue 
(EMD-81-123) 

Federal Energy Regulatory Com- 
mission’s Hydroelectric Permitting 
and Ixensing Efforts Are Being 
Hampered by Hybrid Applications 
and Staffing 
(EMD-81-80) 

FERC Should Improve the Natural 
Gas Well Determination Process 
(EMD-81-88) 

Increased Productlvlty Can Lead to 
Lower Costs at Federal Hydroelec- 
tric Plants 
(FGMSD-79-15) 

Independent Regulatory Agencies Can 
Reduce Paperwork Burden on 
Industry 
(AFMD-81-70) 

600 

556 

88 

147 

515 

93 

119 

139 

275 

39 

276 

280 

516 

281 

56 

559 

Millions Wasted Trying To Develop 
Major Energy Information System 
(AFMD-81-40) 

Natural Gas Plan Needed To Provide 
Greater Protection for High-Priority 
and Critical Uses 
(EMD-81-27) 

Federal Financial Institutions Exami- 
nation Council 

Federal Examlnatrons of Financial 
Institutions: Issues That Need To Be 
Resolved 
(GGD-81-12) 

Federal Reserve Could Improve the 
Efficiency of Bank Holdmg Com- 
pany Inspections 
(GGD-81-79) 

The Federal Structure for Examining 
Financial Instltutlons Can Be Im- 
proved 
(GGD-81-21) 

Federal Financing Bank 
Costs and Budgetary Impact of the 

General Ser\xes Admmlstranon’s 
Purchase Contract Program 
(LCD-80-7) 

Financing Rural Electric Generating 
Facilities: A Large and Growing 
Activity 
(CED-81-14) 

Federal Grain Inspection Service 
Department of Agriculture Should 

Have More Authority To Assess 
User Charges 
(CED-81-49) 

Federal Export Grain InspectIon and 
Weighing Programs: Improvements 
Can Make Them More Effective and 
Less Costly 
ICED-80-15) 

Grain Inspection and Weighing Sys- 
tems m the Interior of the United 
States--An Evaluanon 
(CED-80-62) 

Federal Highway Administration 
Better Targetmg of Federal Funds 

Needed To Ellrnlnate Unsafe 
Bridges 
(CED-81-126) 

Deteriorating Highways and Lagging 
Revenues: A Need To Reassess the 
Federal Highway Program 
(CED-81-42) 

Excessive Truck Weight. An Expen- 
sive Burden We Can No Longer 
Support 
(CED-79-94) 

Highway Safety Grant Program 
Achieves Limited Success 
(CED-81-16) 

The Trucking Industry’s Federal 
Paperwork Burden Should Be 
Reduced 
(GGD-81-32) 

Bureau of Motor Carrier Safely 
The Trucking Industry’s Federal 

Paperwork Burden Should Be 
Reduced 
(GGD-81-32) 

264 

254 

517 

522 

156 

529 

214 

174 

194 

196 

466 

465 

464 

468 

149 

149 

Federal Home Loan Bank Board 
Federal Examinations of Financial 

Institutions. Issues That Need To Be 
Resolved 
(GGD-81-12) 

Federal Home Loan Bank Board’s 
Management of Its Procurement 
Activities Should Be Improved 
(PLRD-81-18) 

Formal Supervisory Process for Sav- 
mgs and Loan Associations Should 
Be Strengthened 
(GGD-81-91 I 

New Mortgages for Financing Homes 
Need Uniform and Comprehenstve 
Consumer Safeguards 
(CED-81-53) 

The Federal Home Loan Bank Board 
Should Require Organizers of Mu- 
tual Associations To Pledge More 
Savings When the Assoclatlon’s 
Likelihood for Success Is QuestIon- 
able 
/GGD-81-92) 

The Federal Structure for Exannmng 
Flnanclal Instltutlons Can Be Im- 
proved 
fGGD-81-21) 

Office of Examinations and Supervision 
Formal Supervisory Process for Sav- 

ings and Loan Associations Should 
Be Strengthened 
fGGD-81-91) 

Office of Industry Development 
The Federal Home Loan Bank Board 

Should Require Organizers of Mu- 
tual Associations To Pledge More 
Savmgs When the Association’s 
Likelihood for Success Is Question- 
able 
(GGD-81-92) 

Federal Insurance Administration 
How Do Federal Agencies Assure 

That Disaster Loan Recipients 
Maintain Mandatory Flood In- 
surance 
(CED-80-10) 

Terminating the Audit of the National 
Flood Insurance Program’s Fiscal 
1980 Financlal Statements 
(A FMD-81-93) 

Federal Judicial Center 
Better Management Needed in 

Automating the Federal Judiciary 
(GGD-81-19) 

Reducing Federal Judicial Sentencing 
and Prosecuting Disparities: A Sys- 
ternwide Approach Needed 
(GGD-78-112) 

The Federal Bail Process Fosters Ineq- 
uities 
(GGD-78-105) 

Federal Labor Relations Authority 
Implementation: The Missing Link in 

Planning Reorganizations 
(GGD-81-57) 

517 

518 

519 

349 

520 

156 

519 

520 

600 

515 

477 

38 

476 

556 

Federal Labor Relations Authority 

641 



Federal Maritime Commission Agency/Organization Index 

Federal Maritime Commission 
Independent Regulatory Agencies Can 

Reduce Paperwork Burden on 
Industry 
(AFMD-U-70) 

Consumer Products Advertrsed To 
Save Energy--Let the Buyer Beware 
(HRD-81-85) 112 

559 

Federal Mediation and Conciliation 
Service 

Department of Labor Has Failed To 
Take the Lead in Promotmg Private 
Sector Productivity 
(AFMD-81-10) 

Consumers Need More Reliable Auto- 
mobrle Fuel Economy Dam 
ICED-81-133) 

Food Safety and Quality Service 
Department of Agriculture Should 

Have More Authority To Assess 
User Charges 
(CED-81-49) 174 

110 
Family Farmers Need Cooperatives-- 

But Some issues Need To Be 
Resolved 
(CED-79-106) 

Further Federal Action Needed To 
Detect and Control Environmental 
Contamination of Food 
(CED-81-19) 67 

170 
366 

Federal Grievance Arbitration Prac- 
tices Need More Management 
Attention 
(FPCD-8122323) 

New-Home Buyers and Federal Agen- 
cies Benefit From Improved War- 
ranty Protection 
ICED-81-40) 

More Can Be Done To Improve the 
Department of Agriculture’s Com- 
modity Donation Program 
(CED-81-83) 203 

68 
505 

The Federal Mediatron and Concdia- 
tion Service Should Strive To Avoid 
Mediating Mmor Disputes 
(HRD-81-14) 521 

Small Business Admnnstration Fran- 
chise Loans: Risk of Loss Can Be 
Reduced and Program Effectiveness 
Improved 
(CED-80-47) 602 

Foreign Agricultural Service 
Federal Export Grain Inspection and 

Werghing Programs. Improvements 
Can Make Them More Effective and 
Less Costly 
(CED-80-15) 194 

Federal Power Commission 
A New Headquarters/Field Structure 

Could Provide a Better Framework 
for Improving Department of 
Energy Operations 
(EMD-81-97) 

Florida 
Programs To Control Prescription 

Drug Costs Under Medicaid and 
Medicare Could Be Strengthened 
(HRD-81-361 309 

275 

Forest Service 
Actions Needed To Increase Federal 

Onshore Oil and Gas Exploration 
and Development 
(EMD-81-40) 401 

Millions Wasted Trying To Develop 
Major Energy Information System 
(AFMD-N-40) 264 

Food and Drug Administration 
Further Federal Action Needed To 

Detect and Control Envtronmental 
Contamination of Food 
(CED-81-191 

Are Agencies Doing Enough or Too 
Much for Archeologtcal Preserva- 
tion? Gmdance Needed 
(CED-81-61) 406 

Federal Raflroad Administration 
There Is No Shortage of Freight Cars- 

-Railroads Must Make Better Use of 
What- They Have 
(CED-81-2) 

67 

151 

Grain Fumigation: A Multifaceted 
Issue Needing Coordinated Atten- 
tion 
(CED-81-152) 

Better Data Needed To Determine the 
Extent to Whrch Herbictdes Should 
Be Used on Forest Lands 
(CED-81-46) 70 

535 

Federal Reserve System 
Bank Secrecy Act Reporting Require- 

ments Have Not Yet Met Expecta- 
tions, Suggesting Need for Amend- 
ment 
(GGD-Sl-80) 

Need for More Effective Regulation of 
Drrect Additives to Food 
(HRD-80-90) 303 

Changes in Public Land Management 
Required To Achteve Congressional 
Expectations 
(CED-80-82A) 71 

130 
Electronic Funds Transfer--Its Poten- 

tial for Improvmg Cash Manage- 
ment in Government 
(FGMSD-80-80) 

Federal Examinations of Financial 
Institutions: Issues That Need To Be 
Resolved 
(GGD-81-12) 

Bureau of Blologics 
Discussion of Selected Issues Affecting 

Federal Immumzation Activtties 
(HRD-80-52) 

Facilities in Many National Parks and 
Forests Do Not Meet Health and 
Safety Standards 
(CED-80-1151 

302 

435 
Food and Nutrition Service 

Child Care Food Program: Better 
Management Will Yield Better 
Nutrition and Fiscal Integrity 
(CED-80-91) 

Forest Servrce Efforts To Change 
Timber Sale Payment Method 
(RED-75-396) 

73 

210 

200 52 
517 

Impact of Gasolme Constraints Should 
Be Considered in Managing Federal 
Recreation Facihties 
(CED-81-111) 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81-79) 

Insights Gained m Workfare Demon- 
stration Projects 
(CED-81-117) 205 

Improving the Safety of Our Nation’s 
Dams--Progress and Issues 
(CED-79-30) 53 

522 
Federal Retirement Systems: Unrecog- 

nized Costs, Inadequate Funding, 
Inconsistent Benefits 
(FPCD-77-48) 

More Can Be Done To Improve the 
Department of Agricalture’s Com- 
modity Donation Program 
(CED-81-83) 203 

National Direction Required for Effec- 
tive Management of America’s Fish 
and Wildhfe 
(CED-81.107) 422 

563 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 

Observations on Selected Aspects of 
School Lunch Program Administra- 
tion 
WEDI 

212 

156 

Federal Supply Service 
Better Investment Decisions Can Save 

Money at GSA and FAA 
(PLRD-81-30) 

The Special Supplemental Food Pro- 
gram for Women, Infants, and Chil- 
dren (WIG)--How Can It Work 
Better? 
(CED-79-55) 

202 

199 

Need To Reevaluate Helistat Program 
Objectrves and Progress 
(MASAD-81-31) 

New Means of Analysts Required for 
Policy Decisions Affecting Private 
Forestry Sector 
(EMD-81-18) 165 

152 

Federal Trade Commissfon 
Agencies Should Disclose Consultant’s 

Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80-76) 

Food Safety and Inspection Service 
Improving Sanitation and Federal 

Inspection at Slaughter Plants: How 
To Get Better Results for the 
Inspection Dollar 
(CED-81~118) 

Proposed Forest Service Land Ex- 
change Involving the Chattahoochie 
National Forest in Georgia 
FED) 211 

123 208 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-81-6) 62 

642 



Agency/Organization Index 

--FFaresLGA 
Proposed Forest Service Land Ex- 

change Involving the Chattahoochie 
National Forest in Georgia 
1CEDJ 

Fort smii, AR 
GSA Is Overly Restrictive in Its Imple- 

mentation of the National Urban 
Policy in Fort Smith. Arkansas 
(LCDaO-26J 

General Host Corp. 
Better Management of National Park 

Concessions Can Improve Services 
Provided to the Public 
(CED-80.102) 

Getteal public Ulilll Corp. 
Greater Commitment Needed To 

Solve Continoing Problems at Three 
Mile Island 
(EMDal-106) 

General Servl~ Administratll 
Actions Needed To Increase Bi- 

cycle/Moped Use in the Federal 
commuaity 
(EMDa1-41) 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCDaf-7) 

Better Investment Decisions Can Save 
Money at GSA and FAA 
(PLRDal-30) 

Civil Agencies Should Save Millions by 
Recovering Silver From Photo- 
graphic Wastes 
(PLRD-8148) 

Continued Use of Costly. Outmoded 
Computers in Federal Agencies Can 
Be Avoided 
(AFMDal-9) 

Contracting for Computer Software 
Development--Serious Problems 
Require Management Attention To 
Avoid Wasting Additional Millions 
(FGMSDaO-4) 

Costs and Budgetary Impact of the 
General Services Administration’s 
Purchase Contract Program 
(LCDaO-7) 

DOD Should Give Better Guidance 
and Training to Contractors who 
Classify National Security Informa- 
tion 
(PLRDal-3) 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Govemment- 
Wide Coordination 
(LCDaO-9) 

Federal Agencies Should Be Given 
General Multiyear Contracting Au- 
thority for Supplies and Services 
(PSAD-78-54) 

Federal Agencies’ Maintenance of 
Computer Programs: Expensive and 
Undermanaged 
(AFMDal-25) 

Fragmented Management Hinders 
GSA Ability To Acquire Internal 

211 

530 

424 

114 

453 

15 

152 

36 

19 

7 

529 

92 

5!3I 

1 

26 

ADP Resources 
(A FMDai-74) 

Government-Wide Guidelines and 
Management Assistance Center 
Needed To Improve ADP Systems 
Development 
(AFMDal-20) 

GSA Can Do More To Ensure Leased 
Federal Office Space Meets Its 
Firesafety Criteria 
(PLRDala) 

GSA Is Overly Restrictive in Its Imple- 
mentation of the National Urban 
Policy in Fort Smith. Arkansas 
(LCDaO-261 

GSA’s Cleaning Costs Are Needlessly 
Higher Than in the Private Sector 
(A FMDal-78) 

GSA‘s Management of Reimbursable 
Building Services Needs Improve- 
ment 
lPLRDaiI-46) 

Increased Agency Use of Efficiency 
Guidehncs for Commercial Activi- 
ties Can Save Millions 
IFPCD-81-78) 

increased Productivity in Processing 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMDai-18) 

Increasing Use of Data Telecommuni- 
cations Calls for Stronger Protection 
and Improved Economics 
fLCDJ?-I) 

Knoxville Expo ‘82: Why Changes Are 
Needed in Law on Reuse of U.S. 
Pavihons at International Exposi- 
tions 
(PLRDal-II) 

Most Federal Agencies Have Done 
Little Planning for ADP Disasters 
(AFMDal-IQ) 

Need for Overall Policy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volumes I & II) 
(FPCD-78-49) 

Oversight of the Government’s Secu- 
rity Classification Program--Some 
Improvement Still Needed 
(LCD-81~13) 

Police Forces in the District of Colum- 
bia Can Improve Operations and 
Save Money 
(GGD-79-B) 

President’s Siith Spenal Message for 
FY 1981 
foGcab7) 

Program To Improve Federal Records 
Management Practices Should Be 
Funded by Direct Appropriations 
(LCDaO-68) 

Proposals for Improving the Manage- 
ment of Federal Travel 
(FPCDal-13) 

Protection and Prompt Disposal Can 
Prevent Destruction of Excess Facil- 
ities in Alaska 
(LCD#-%J 

Purchase price of Strategic Petroleum 
Reserve Oil Fair but Payment Tim- 
ing Is costly 

(PSADaO-30) 

524 

26 

532 

530 

525 

534 

560 

69 

17 

219 

21 

2 

44 

144 

32 

526 

23 

91 

11 

Reduced Communications Costs 
Through Centralized Management 
of Multiplex Systems 
(LCD-80-53) 

Review of General Services Adminis- 
tration’s Acquisition of ADP Re- 
sources 
tAFMDaI-21) 

Review of GSA’s Acquisition of ADP 
Resources 
IAFMDal-15) 

Review of the General Services Ad- 
ministration’s Electric Utility Inter- 
vention Activities 
(EMDal-95) 

Service Cootract Act Should Not 
Apply to Service Employees of ADP 
and High-Technology Companies 
(HRDa-102) 

Should Small Purchases Be Exempt 
From Complying With Social and 
Economic Program Requirements? 
(PSA DaO-77) 

Systematic Review for Declassification 
of National Security Information- 
Do Benefits Exceed Costs? 
(LCD-81-3) 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMDa1-6) 

What Has GSA Done To Resolve Pre- 
viously Reported Problems in Its 
Construction Program? 
(PLRDal-7) 

Wider Use of Better Computer Soft- 
ware Technology Can Improve 
Management Control and Reduce 
costs 
(FGMSDaO-38) 

ftathwd Audiovisual Center 
Review of Government-Wide Con- 

tracting Systems for Film and Vide+ 
tape Productions 
(PLRDaldl) 

Offfee of lnfonnatlon !%xuity Oversight 
Systematic Review for Declassilication 

of National Security Information- 
Do Benefits Exceed Costs? 
(LCD-81-3) 

offica Of 9ofhvare Daveiopment 
Government-Wide Guidelines and 

Management Assistance Center 
Needed To improve ADP Systems 
Development 
(AFMDal-20) 

Transportation and Public Utilities Service 
Review of the General Services Ad- 

ministration’s Electric Utility Inter- 
vention Activities 
(EMDaI-95) 

Geological Survey 
Actions Needed To Increase Federal 

Onshore Oil and Gas Exploration 
aad DeveIopment 
(EMDaI-40) 

Better Monitoring Techniques Are 
Needed To Assess the Quality of 

Geological Survey 

552 

159 

157 

523 

394 

553 

526 

62 

531 

12 

37 

528 

26 

523 

401 

643 



Geological Survey Agency/Organization Index 

Rivers and Streams: Volume I and II 
(CED-81~30) 

Ground Water Overdrafting Must Be 
Controlled 
(CED-BO-96) 

How Interior Should Handle Congres- 
sionally Authorized Federal Coal 
Lease Exchanges 
(EMD-81-87) 

Impact of Regulations-After Federal 
Leasing--On Outer Continental 
Shelf Oil and Gas Development 
(EMD-8i-48) 

Issues in Leasing Offshore Lands for 
Oil and Gas Development 
(EMDN-59) 

Mining on National Park Serwce 
Lands-What Is at Stake 
(EMD%l-119) 

503 

54 

411 

55 

404 

413 

419 

Health Services Administration 
Still No Progress in Implementing 

Controls Over Contracts and Grants 
With Indians 
(CED&-122) 417 

Interagency Regulatory Liaison Group 
Grain Fumlgatlon: A Multifaceted 

Issue Needing Coordinated Atten- 
tion 
(CED-81-152) 535 

Bureau of Community Health services 
Family Planning Clinics Can Provide 

Services at Less Cost but Clearer 
Federal Policies Are Needed 
(HRD-81-68) 317 

Interagency Security Information 
Oversight Office 

Oversight of the Govemment*s Secu- 
rity Classification Program-Some 
Improvement Still Needed 
(LCD-81-13) 44 

Indian Health Service 
Need To Clarify IHS Responsibilities 

for Maintaining lndlan Water and 
Sanitation Facilities 
(HRD-80-14) 

InterAmerican Research Associates, 
Inc. 

319 

Still No progress in Implementing 
Controls Over Contracts and Grants 
With Indians 
(CED-sl-i22) 

The Sudden Infant Death Syndrome 
Program Helps Families but Needs 
Improvement 
(HRD-81.25) 316 

lntercomp Co. 
Oil and Gas Royalty Collections- 

Serious Financial Management 
Problems Need Congressional 

Attention 

417 Electronic Scale Procurement Needs 
Revision 
(GGD&-53) 

(FGMSD-7924) 

The lndian Self-Determination Act: 
Many Obstacles Remain 
(HRD-78-59) 

618 

118 

Georgia 
Heritage Conservation and Recreation 

!s?Niu? 
Programs To Control Prescription 

Drug Costs Under Medicaid and 
Medicare Could Be Strengthened 
(HRlNIl-36) 309 

Are Agencies Doing Enough or Too 
Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

Internal Revenue Service 

After Six Years, Legal Obstacles Con- 
tinue To Restrict Government Use 
of the Standard Statistical Establish- 
ment lxt 
(GGD-79-17) 230 

406 

Government National Mortgage Asso- 
ciatbn 

New Mortgages for Financing Homes 
Need Uniform and Comprehensive 
Consumer Safeguards 
(CED&-53) 

Need To Reexamine the Federal Role 
in Planning, Selecting. and Funding 
State and Local Parks 
(CED-81-32) 428 

Billions of Dollars Are Involved in 
Taxation of the Life insurance 
Industry--Some Corrections in the 
Law Are Needed 
(PAD-N-I) 

Illinois 

Department of Energy Needs To 
Resolve Bilhons in Alleged Oil Pric- 
ing Violations 
(EMD-81-45) 

442 

258 

Govfxnment Printing Office 
Agency Printing Plants-choosing the 

Least Gx.tIy Option 
(PLRD-N-31) 

349 

34 

9 

States’ Efforts To Detect Duplicate 
Pubhc Assistance Payments 
(HRD-81~133) 366 

Immigration and Naturalization !S?N- 
ice 

How Taxpayer Satisfaction With LRS 
Handling of Problem Inquiries 
Could Be Increased 
(GGD-79-74) 438 

Health Can? financing Administration 
Budget Formulation: Many Ap- 

proaches Work but Some Im- 
provements Are Needed 
(PAD-80-31) 

Administrative Changes Needed To 
Reduce Employment of Illegal 
Aliens 
(HRD-81~15) 

HUD’s Payment of Distributive Shares 
From the Mutual Mortgage 
Insurance Fund 
(CED-81-44) 345 

Changes Needed To Prevent Com- 
muters and Transients From Receiv- 
ing Supplemental Security Income 
(HRD-8~15) 

365 

331 

illegal Tax Protesters Threaten System 
(GGD-8383) 440 

Home Health Care Services-Tighter 
Fti Controls Needed 
{HRD-7%17} 305 

Interagency Classtfication Review 
Committee 

IRS Can Expand and Improve Com- 
puter Processing of Information 
Returus 
(FGMSD-81-4) 439 

Hospitals in the Same Area Ofien Pay 
Widely Different Prices for Compa- 
rable Supply Items 
(HRD-&XI-35) 306 443 

Improving Medicaid Cash Manage- 
ment Wti Reduce Federal Interest 
costs 
(HRD-W94) 

Oversight of the Government’s Secu- 
rity Classification Program--Some 
improvement Still Needed 
(LCDal-13) 

IRS Could Better Protect U.S. Tax 
Interests in [determining the Income 
of Multinational Corporations 
(GGD-8I-81) 

44 Mfions Can Be Saved by Identifymg 
Supplemental Security Income Re- 
cipients owning Too Many Assets 
(HRD-81-4) 287 

Medicare Home Health Services: A 
Diicult Program To control 
(HRD-81~155) 

Medicare’s Reimbursement Policies 
for Durable Medical Equipment 
Should Be Mod&d and Made More 
ckmsisteut 
(HRD-81-140) 

More Action Needed To Reduce 
Beneficiary Underpayments 
(HRD-N-126) 

315 

313 

312 

311 

Interagency Committee on Women’s 
Business Enterprise 

Need To Determine Whether Existiug 
Federal Programs Can Meet the 
Needs of Women Entrepreneurs 
(CED-N-50) 

Occupational Taxes on the Alcohol 
Industry Should Be Repealed 
(GGD-75-III) 436 

Interagency Radlatlon Research Com- 
mittee 

Problems in Assessing the Cancer 
Risks of Low-Level Ionizing Radia- 
tion Exposure 
(EMD-81~I) 

Potential Problem With Federal Tax 
System Postemployment Conflicts of 
Interest Can Be Prevented 
(GGD-81-87) 127 

99 

Streamlining Legal Review of Crimmal 
Tax Cases Would Strengthen 
Enforcement of Federal Tax Laws 
(GGD-BI-25) 129 



Agency/Organization index Merit Systems Protection Board 

Tax Revenues Lost and Benefinaries 
Inadequately Protected When 
Private Pension Plans Terminate 
(HRD-81-117) 

International Atomic Energy Agency 
The Nuclear Non-Proliferation Act of 

1978 Should Be Selectively Modified 
(OCG-8I-ZJ 

International Bauxite Association 
Domestic Aluminum Resources: 

Dilemmas of Development 
(EMD-80-63) 

International Development Coopera- 
tion Agency 

Implementation: The Missing Link in 
Planning Reorganizations 
(GGD-81~57) 

U.S. Strategy Needed for Water Sup- 
ply Assistance to Developing Coun- 
tries 
(JD-81-51) 

International Energy Agency 
The United States Remains Un- 

prepared for Oil Import Disruptions 
(EMD-8J-117) 

Interstate Commerce Commission 
Accounting Changes Needed in the 

Railroad Industry 
(A FMD-81~26) 

Administrative Law Process: Better 
Management Is Needed 
(FPCD-78-25J 

Further Improvements Are Needed in 
Amtrak’s Passenger Service Con- 
tracts, but They Won’t Come Easily 
(CED-N-355) 

ICC Needs To Elimmare Improper 
Leasing Practices by Certificated 
Motor Carriers 
(CED-LU-24) 

ICC’s Enforcement Program Can Be 
More Effective in Halting Violations 
and Preventing Their Recurrence 
(CED-80-57) 

Independent Regulatory Agencies Can 
Reduce Paperwork Burden on 
Industry 
(AFMD&-70) 

The Trucking Industry’s Federal 
Paperwork Burden Should Be 
Reduced 
(GGD-81-32) 

There Is No Shortage of Freight Cars- 
-Railroads Must Make Better Use of 
What They Have 
(CED-SJ-2) 

“Weight Bumping”-Falsifying House- 
hold Moving Weights To Increase 
Charges-What ICC Needs To Do 
(CED-79-75) 

Jet Propulsion Laboratory, Pasadena, 
CA 

NASA’s Standard Parts Program-Are 
the Objectives Being Accom- 
pli&d? 
(P&ID-U-18) 

444 

106 

108 

556 

43 

104 

160 

4 

471 

539 

537 

559 

149 

151 

536 

543 

Judicial Conference of the United 
States 

Better Management Can Ease Federal 
Case Backlog 
(GGD-81-2) 

Congress Should Clarify the Speedy 
Trial Act To Resolve Differing 
Interpretations 
(GGD-81-l) 

Gains Made in Controllmg Illegal 
Drugs. Yet the Drug Trade Flour- 
ishes 
(GGD-SO-4) 

More Guidance and SupervisIon Need- 
ed Over Federal Grand Jury 
Proceedings 
(GGD-81-18) 

Reducing Federal Judicial Sentencmg 
and Prosecuting Dispantles: A Sys- 
temwide Approach Needed 
(GGD-78-112) 

Kaiser Aluminum and Chemical Corp. 
Domestic Aluminum Resources: 

Ddemmas of Development 
(EMD-80-63) 

Ketron, Inc. 
Insights Gained in Workfare Demon- 

stration Projects 
(CED-81~117) 

Knoxville, TN 
Knoxville Expo ‘82, Why Changes Are 

Needed m Law on Reuse of U.S. 
Pavilions at International Expoa- 
tions 
(PLRD-81-11) 

Law Enforcement Assistance Admin- 
istration 

Jail Inmates’ Mental Health Care 
Neglected; State and Federal Atten- 
tion Needed 
(GGD-81-5) 

President’s Sixth Special Message for 
FY 1981 
(OGC-81-7) 

The Multi-State Regional Intelligence 
Projects-Who Will Oversee These 
Federally Funded Networks? 
(GGD.SI-36) 

The Revenue Sharing Act’s 1976 
Amendments: Little Effect on 
Improving Administration and 
Enforcement of Nondiscrimination 
Provisions 
(GGD-81-9) 

Intelligence Systems and Policy Review 
aoard 
The Multi-State Regional Intelligence 

Projects-Who WilI Oversee These 
Federally Funded Networks? 
(GGD%l-361 

Lawrence Johnson & Associates, Inc. 
The Sudden Infant Death Syndrome 

Progmm Helps Families but Needs 
Improvement 
(HRD-a-25) 

41 

357 

125 

132 

38 

108 

205 

219 

116 

32 

359 

445 

359 

316 

Legal Services Corp. 
Quality Civil Legal Services for the 
Poor and Near Poor Are Possible 
Through lmproved Productivity 
IFGMSD-79-46) 

Library of Congress 
Library of Congress‘ Revolvmg Trust 

Fund5 
IFGMSD-80-M) 

Police Forces in the District of Colum- 
bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

Louisiana 
Long-Term Economic Planning Need- 

ed in Oil- and Gas-Producing States 
(PA D-81-09) 

Manpower Demonstration Research 
Corp. 

CETA Demonstration Prowdes Les- 
sons on Implementing Youth Pro- 
grams 
(HRD-81-l) 

Marine Mammal Commission 
Congressional Guidance and Better 

Federal Coordinatton Would 
Improve Marine Mammal Manage- 
ment 
(CED-81-52) 

Massachusetts 
Poor Controls Over Federal Aid in 

Massachusetts After the 1978 Bliz- 
zard Caused Questionable Benefit 
Payments 
(CED-81-4) 

State Advance Payments to Ald to 
Families With Dependent Children 
Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80~50) 

States’ Efforts To Detect Duplicate 
Public Assistance Payments 
(HRD-81-133) 

Medical University of South Carolina, 
Charleston, SC 

Better Accountability Needed at the 
Medical University of South Care- 
lina 
(A FMD-81-32) 

Merit Systems Protection Board 
Implementation: The Missing Link in 

Planning Reorganizations 
(GGD-&fJ-57) 

The Oflice of the Special Counsel Can 
Improve Its Management of 
Whistleblower Cases 
(FPCD-81-JO) 

office of Me special counsel 
Federal Employees Excluded From 

Certain Pravisions of Civil Service 
Reform Act of 1978 
(FPCD-tW28) 

The Office of the Special Counsel Can 
Improve Its Management of 
Whistleblower Cases 
(FFCD-WIO) 

540 

541 

144 

77 

375 

a4 

08 

264 

366 

289 

556 

24 

584 

24 



Mine Safely and Health Administration 
Agency/Organization Index 

Mine Safaty and Health Adminiatra- 
tion 

Low Productivity in American Coal 
Mining: Causes and Cures 
(EMD-SI-17) 

Mii Corp. 
How To Improve the Federal Aviation 

Administration’s Ability To Deal 
With Safety Hazards 
(CED-80-66) 

Paortgage Bankers Association of 
Amariaa 

How Do Federal Agencies Assure 
That Disaster Loan Recipients 
Maintain Mandatory Flood Io- 
SuTanCe 

(CED&-IO) 

National Academy of Sciences 
Government Measures of Private- 

Sector Productivity: Users Recom- 
mend Changes 
(FGMSD-80-45) 

How Good Are School Lunches? 
&ED-78-22) 

National Advisory Commission on 
Criminal Justice Standards and 
GO& 

Iail Inmates’ Mental Health Care 
Neglected; State and Federal Atteu- 
tion Needed 
(GGD-SJ-5) 

National Aeronautics and Space Ad- 
ministration 

Agencies Should Diiclose Consultant’s 
Roles in Prep&g Congressionally 
Mandated Reports 
(FJ’CD-80-76) 

DOD Participation in the Space Trans- 
portation System: Status and Issues 
(MASAD-8J-4) 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Goveroment- 
Wide Coordination 
(LCD-80-9) 

Federal Budget Outlay Estimates: A 
Growing Problem 
(PAD-79-20) 

TmpIemeoting a Data Handling Policy 
for Space Science Flight Investiga- 
tiOIl.5 

(MASADaJ-34) 

Increased Productivity in Processing 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMD-SJ-18) 

NASA’s Standard Parts Program-Are 
the Objectives Being Accom- 
plished? 
(PSAD-81-18) 

Need for NASA To Provide Congress 
More Complete Cost Information 
on Its Projects 
(PSAD-81-7) 

Review of Government-Wide Con- 
tracting Systems for Film and Video- 
tape Productions 
(FLRD-SJ-61) 

Service Contract Act Should Not 
Apply to Service Employees of ADP 

103 

462 

688 

79 

198 

116 

123 

544 

550 

6 

545 

89 

543 

642 

37 

and High-Technology Companies 
(HRD80-102) 

The 8(a) Pilot Program for Disadvan- 
taged Small Businesses Has Not 
Been Effecrive 
(CEO%-22) 

George C. Marshall Space fllgM Center, 
Huotsville, AL 
Need for NASA To Provide Congress 

More Complete Cost Information 
on Its Projecrs 
(J’SAD-81-7) 

Goddard Space FligM Center, Greenbelt, 
MD 
Need for NASA To Provide Congress 

More Complete Cost Information 
on Its Projects 
(PSAD-SJ-7) 

office of space !sei?nca 
implementing a Data Handling Policy 

for Space Science Flight Investiga- 
tiOll.5 

(MASAD-BI-34) 

National Archives and Records Serv- 
ice 

Program To Improve Federal Records 
Management Practices Should Be 
Funded by Direct Appropriations 
(LCD-80-68) 

Systematic Review for Declassification 
of National Security Information- 
Do Benefits Exceed Costs? 
(LCD-W3) 

Records tkelassification DMsion 
Systematic Review for Declassification 

of National Security Information- 
Do Benefits Exceed Costs? 
(LCD-SJ-3) 

National Association af State Univer- 
sifiaa and Land Grant Colleges 
Extanaion Committee on Organization and 

POliCy 
Cooperative Extension Service’s Mis- 

sion and Federal Role Need Con- 
gressional Clarification 
(CED-81~119) 

National Bureau of Standards 
Contracting for Computer Software 

Development--Serious Problems 
Require Management Attention To 
Avoid Wasting Additional Millions 
(FGMSD-80-4) 

Electronic Scale Procurement Needs 
Revision 
{GGD-81-53) 

Federal Agencies’ Maintenance of 
Computer Programs: Expensive and 
Undermanaged 
(AFMD-Si-25) 

Increasing Use of Data Telecommuai- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-Sl-JJ 

National Bureau of Staodards-- 
Answers to Congressional Concerns 
(CED-80-49) 

National Bureau of Standards Needs 
Better Management of Its Computer 

384 

605 

542 

642 

545 

528 

528 

189 

7 

618 

28 

17 

226 

Resources To Improve Program 
Effectiveness 
(CED-79-39) 

Wider Use of Better Computer Soft- 
ware Technology Can Improve 
Management Control and Reduce 
costs 
(FGMSD-8&38) 

National Capital Planning Commis- 
sion 

Delays in Developing and Implement- 
ing the District of Columbia Gov- 
ernment’s Elements of a Compre- 
heusive Plan for the National Capi- 
tal 
(GGD-80-18) 

National Canter for Productivity and 
Quality of Working Life 

Improving the Productivity of Federal 
Payment Centers Could Save Mu- 
lions 
(FGMSD-80-13) 

National Consumer Cooperative Bank 
President’s Sixth Special Message for 

FY 1981 
(OGC-81-7) 

National Credit Union Administration 
Federal Examinations of Financial 

institutions: issues That Need To Be 
Resolved 
(GGD#-J2) 

The Federal Structure for Emmining 
Financial Institutions Can Be Im- 
proved 
(GGD-SJ-21) 

National Fire Protection Association 
The Bureau of Prisons’ Actions Since 

the Danbury Fiie 
(GGD-81-52) 

National Highway Traffic Safaty Ad- 
ministration 

Highway Safety Grant Program 
Achieves Limited Success 
(CED-SI-16) 

National Industries for the Blind 
Stronger Federal Efforts Needed for 

Providing Employment Opportum- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD81-99) 

National Industries for the Severely 
Handicapped 

Stronger Federal Efforts Needed for 
Providing Employment Opportuni- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD-SI-99) 

Nattonal lnatiiutas of Health 
Better Accountability Procedures 

Nieded in NSF and NiH Research 
Grant Systems 
(PAD-N-29) 

Reducing Tooth Decay--More 
Emphasis on Fluoridation Needed 
(IIRD-79-3) 

487 

12 

488 

8 

32 

517 

156 

360 

468 

368 

368 

121 

115 



Agency/Organization Index National Telecommunications and Information Administration 

Serwces for Patients Involved in 
NatIonal Institutes of Health- 
Supported Research: How Should 
They Be Classified and Who Should 
Pay for Them 
(HRD-78-21) 

National Institute of Allergy and Infectious 
Diseases 
Dwussion of Selected Issues Affectme 

Federal Immunizatton Actwittes - 
(HRD-80-52) 

Facditles in Many National Parks and 
Forests Do Not Meet Health and 
Safety Standards 
ICED-80-115) 

Federal Land Acquisltlon and Man- 
agement Practices 
(CED-81.135) 

Impact of Gasoline Constramts Should 
Be ConsIdered in Managing Federal 
Recreation Facihtles 
(CED-81-111) 

Lands m the Lake Chelan National 
Recreation Area Should Be Re- 
turned to Prwate OwnershIp 
(CED-81-10) 

Mlnlng on NatIonal Park Ser~lce 
Lands--What Is at Stake 
(EMD-81-119) 

Natronal DirectIon Reqwred for Effec- 
twe Management of America’s Fish 
and Wlidhfe 
ICED-81407J 

National Science Foundation 
Better Accountabihty Procedures 

Needed in NSF and NIH Research 
Grant Systems 
(PAD-81-29) 

Federal Weather Modifxation Efforts 
Need Congressional Attention 
(CED-80-5) 

Hazardous Waste Sites Pose Investiga- 
tion, Evaluation. Scientific. and 
Legal Problems 
(CED-81-57) 

National Research Centers Supported 
by NSF 
(PAD-81-79) 

NatIonal Science Foundation Confhct 
of Interest Problems With Grants to 
Short Term Employees 
(PAD-81-16) 

The Office of Science and Technology 
Policy: Adaptation to a President’s 
Operatmg Style May Contllct With 
Congrewonally Mandated Assign- 
ments 
(PA D-80-79) 

73 

430 

121 

227 

502 

546 

547 

325 

52 302 

National Institute of Child Health and 
Human Development 
The Sudden Infant Death Syndrome 

Program Helps Famihes but Needs 
Improvement 
(HRD-81-25) 

426 

413 316 

National lnstltute of Mental Health 
Jail Inmates’ Mental Health Care 

Neglected: State and Federal Atten- 
tion Needed 
(GGD-81-S) 

422 

116 

4 

108 

Death Valley National Monument 
Mlnlng on NatIonal Park Service 

Lands--What 1s at Stake 
(EMD-Bl-l19) 

161 National Labor Relations Board 
Admuwstratwe Law Process, Better 

Management Is Needed 
(FPCD-78-25) 

413 Directorate for Astronomical. AlmosDherlc. 
Earth and Ocean Sciences’ ’ ’ 
National Research Centers Supported 

by NSF 
(PAD-81-79) 

Fire Island National Seashore, NY 
The NatIonal Park Service Should 

Improve Its Land Acqulsmon and 
Management at the Fire l4and 
Natlonai Seashore 
fCED-8/-78) 

National Materials Advisory Board 
Domestic Aluminum Resources: 

Ddemmas of Development 
fEMD-80-63) 

National Oceanic and Atmospheric 
Administration 

Congrewonal Gmdance and Better 
Federal Coordination Would 
Improve Marme Mammal Manage- 
ment 
KED-81-52) 

Federal Weather Mochficatlon Efforts 
Need Congressional Attention 
(CED-80-5) 

Followup on the Nattonal Marme 
Rsheries Service’s Efforts To Assess 
the Quality of U S.-Produced 
Seafood 
ICED-81-125) 

546 

Office of Audit and Oversight 
NatIonal Science Foundation Conflict 

of Interest Problems With Grants to 
Short Term Employees 
(PAD-81-16) 

National Security Council 
OversIght of the Government’s Secu- 

rity Clasaifwatlon Program--Some 
Improvement Still Needed 
(LCD-81-13) 

Systematic Review for Deciawficatlon 
of Nattonal Security Information-- 
Do Benefits Exceed Costs? 
(LCD-81-3) 

National Sudden Infant Death Syn- 
drome Foundation 

The Sudden Infant Death Syndrome 
Program Helps Famlhes but Needs 
Improvement 
(HRD-81-25) 

429 

413 

Glacier Bay National Monument 
Mlnlng on NatIonal Park Service 

Lands--What Is at Stake 
fEMD-81-119) 

547 

Lake Chelan National Recreation Area, WA 
Lands m the Lake Chelan National 

Recreation Area Should Be Re- 
turned to Prwate Ownerslnp 
(CEDdl-IO) 

United States Park Police 
Pohce Forces m the Dlstrlct of Colum- 

bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

National Productivity Council 
Department of Labor Has Falled To 

Take the Lead m Promotmg Pwate 
Sector Productwity 
(AFMDdl-10) 

Stronger Federal Effort Needed To 
Foster Private Sector Productlwty 
(AFMD-81.29) 

National Railroad Passenger Corp. 
(AMTRAK) 

Congressional ActIon Is Needed To 
Resolve the Northeast Corridor 
Cost-Sharing Dispute 
(CED-81-97) 

Further Improvements Are Needed in 
Amtrak’s Passenger Service Con- 
tracts, but They Won’t Come Easily 
(CED-81-35) 

The Federal Investment in Amtrak’s 
Assets Should Be Secured 
(PAD-81-32) 

84 

227 

229 

44 

528 

426 

144 

National Marine Fisheries Service 
FoIlowup on the NatIonal Marine 

Fisheries Serwce’s Efforts To Assess 
the Quality of U.S.-Produced 
Seafood 
(CED-81425) 

heed To Assess Quality of 
U.S.-Produced Seafood for Domes- 
tic and Foreign Consumption 
(CED-81-20) 

National Park Service 
Are Agencies Doing Enough or Too 

Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

Better Management of National Park 
Concessions Can Improve Services 
Provided to the Public 
(CED-80402) 

Establishing Development CelIings for 
Al1 National Park Service Umts 
(A FMD-81-31) 

316 

366 National Technical information Serv- 
ice 

Are Agencies Domg Enough or Too 
Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

229 

228 

81 

406 

National Telecommunications and 
information Administration 

Economic and Operational Benefits in 
Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCD-80.9) 

Increasing Use of Data Teiecommuni- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-81-l) 

137 

471 

454 

406 

424 

427 

550 

17 

647 



National Telecommunications and Information Administration Agency/Organization Index 

Reduced Communications Costs 
Through Centralized Management 
of Multiplex Systems 
(LCD-80-53) 

National Transportation Safety Board 
How To Improve the Federal Aviation 

Administration’s Ability To Deal 
With Safety Hazards 
(CED-80-66) 

Programs for Ensuring the Safe Trans- 
portation of Hazardous Materials 
Need Improvement 
(CED-81-5) 

The Federal Aviation Admimstratlon 
Can Improve the Operation of Its 
General Aviation District Offices 
(CED-81-114) 

Transportation Safety Board Could 
Improve Its Planning Process 
(CED-80-101) 

New England Power Pool 
New England Can Reduce Its 011 De- 

pendence Through Conservation 
and Renewable Resource Develop 
ment 
(EMD-N-58) 

New Jersey 
Greater Commitment Needed To 

Solve Continuing Problems at Three 
Mile Island 
(EMD-81-106) 

Programs To Control Prescription 
Drug Costs Under MedicaId and 
Medicare Could Be Strengthened 
(HRD-N-36) 

New York 
State Advance Payments to Aid to 

Families With Dependent Children 
Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80-50) 

New York, NY 
State Advance Payments to Aid to 

Families With Dependent Chddren 
Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80-50) 

Nuclear Regulatory Commission 
Agencies Should Disclose Consultant’s 

Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80-76) 

Better Oversight Needed for Safety 
and Health Activities at DOE’s 
Nuclear Facilities 
(EMD-81-108) 

Cleaning Up Commingled Uranium 
Mill Tailings: Is Federal Assistance 
Necessary? 
(EMD-79-29) 

Congress Should Increase Financial 
Protection to the Pubhc From 
Accidents at DOE Nuclear Opera- 
tions 
(EMD-81-111) 

DOE Light Water Reactor Fuel Utili- 
zation Improvement Program 
(EMD-81-51) 

646 

552 

452 

147 

154 

548 

266 

114 

309 

284 

204 

123 

270 

241 

277 

256 

Federal Energy Regulatory Com- 
mkssion Needs To Act on the Con- 
structlon-Work-In-Progress Issue 
(EMD-81-123) 

Greater Commitment Needed To 
Solve Continmng Problems at Three 
Mile Island 
(EMD-81-106) 

Improvements Needed m the Nuclear 
Regulatory Commission’s Office of 
Inspector and AudItor 
(EMD-81-72) 

Need for Better Pohcy and Control 
Over Public InformatIon Requests 
(GGD-81-70) 

NRC Should Specify User Needs and 
Improve Cost Control for Its Docu- 
ment Control System 
(EMD-81-90) 

Problems In Assessing the Cancer 
Risks of Low-Level Iomzing Radia- 
tion Exposure 
(EMD-81-Z) 

The Nuclear Non-Proliferation Act of 
1978 Should Be Selectively Modified 
(OCG-81-2) 

U.S. Fast Breeder Reactor Program 
Needs DirectIon 
(EMD-80-81) 

Offlce of Inspector and Auditor 
Improvements Needed in the Nuclear 

Regulatory Comnnssion’s Office of 
Inspector and Auditor 
(EMD-81-72) 

Occupational Safety and Health Ad- 
ministration 

Better Oversight Needed for Safety 
and Health Activities at DOE’s 
Nuclear Factlities 
(EMD-81-108) 

Grain FurmgatIon: A Multifaceted 
Issue Needing Coordinated Atten- 
tion 
(CED-81-152) 

Improvements Needed in Assessing 
Penalties and Controlbng Penalty 
Collections Resulting From OSHA 
Inspections 
(HRD-81-150) 

Occupational Safety and Health 
Review Commission 

Admimstrative Law Process: Better 
Management Is Needed 
(FPCD- 78-25) 

Office of Economic Opportunity 
Income Maintenance Experiments: 

Need To Summarize Results and 
Communicate the Lessons Learned 
(HRD-81-46) 

Quality Civil Legal Services for the 
Poor and Near Poor Are Possible 
Through Improved Productivity 
(FGMSD-79-46) 

Office of Education 
Budget Formulation: Many Ap- 

proaches Work but Some Im- 
provements Are Needed 
(PAD-80-31) 

280 

114 

113 

549 

265 

99 

106 

249 

113 

270 

535 

390 

4 

293 

540 

9 

Use of Vacant Schools Could Provide 
Savmgs to Federal Construction 
Programs 
(HRD-81-28) 

Office of Federal Contract Compliance 
Programs 

Further Improvements Needed in 
EEOC Enforcement Activities 
(HRD-81-29) 

Office of Federal Procurement Policy 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Prolects 
(LCD-81-7) 

Development of a National Make-or- 
Buy Strategy: Progress and Prob- 
lems 
(PSAD-78-118) 

Federal Agencies Should Be Cilven 
General Multiyear Contracting Au- 
thority for Supplies and Services 
(PSA D-78-54) 

Federal Industrial Targets and Pro- 
curement Guidelines Programs Are 
Not Encouraging Recycling and 
Have Contract Problems 
(EMDdl-7) 

Improving the Productivity of Federal 
Payment Centers Could Save Mil- 
lions 
(FGMSD-80-13) 

Review of Government-Wide Con- 
tracting Systems for Film and Video- 
tape Productions 
(PLRD-81-61) 

Should Small Purchases Be Exempt 
From Complying With Social and 
Economic Program Requirements? 
(PSAD-80-77) 

The Federal Government Needs a 
Comprehensive Program To Curb 
Its Energy Use 
(EMD-80-11) 

Office of Human Development Serv- 
ices 

Action Needed To Avert Future Over- 
payments to States for AFDC Foster 
Care 
(HRD-81-73) 

An Evaluation of the Organizational 
Relationship of the Office of Human 
Development Services and the Ad- 
ministration on Aging 
(FPCD-81-41) 

Conditions of Older People: National 
Information System Needed 
(HRD-79-95) 

Guyana Tragedy Points to a Need for 
Better Care and Protection of 
Guardianship Children 
(HRD-81-7) 

Head Start: An Effective Program but 
the Fund Distribution Formula 
Needs Revision and Management 
Controls Need Improvement 
(HRD-81-83) 

AdminIstration for Children, Youth, and 
Families 
Head Start: An Effective Program but 

the Fund Distribution Formula 

234 

124 

15 

5 

I 

111 

8 

37 

553 

246 

322 

323 

320 

321 

297 



Agency/Organization Index 

Needs Revision and Management 
Controls Need Improvement 
(HRD-81-83) 297 

300 

Administration on Developmental Dlsablll- 
ties 
How Federal Developmental Dtsabili- 

ties Programs Are Working 
(HRD-80-43) 

Office of Management and Budget 
A Framework and Checklist for Evalu- 

ating Soil and Water Conservatton 
Programs 
(PAD-80-15) 

Administrative Law Process: Better 
Management Is Needed 
(FPCD-78-25) 

Agencies Should Disclose Consultant’s 
Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80.76) 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCD-81-7) 

Are Agencies Doing Enough or Too 
Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

Budget Formulation: Many Ap- 
proaches Work but Some Im- 
provements Are Needed 
(PAD-80-31) 

Changes in Public Land Management 
Required To Achieve Congressional 
Expectations 
(CED-80-82A) 

Civil Agencies Should Save Milhons by 
Recovering Silver From Photo- 
graphic Wastes 
(PLRD-81-48) 

Civil Servants and Contract Employ- 
ees: Who Should Do What for the 
Federal Government? 
(FPCD-81-43) 

Classification of Federal White-Collar 
Jobs Should Be Better Controlled 
(FPCD-75-173) 

Contmued Use of Costly. Outmoded 
Computers in Federal Agencies Can 
Be Avoided 
(AFMD-81-9) 

Continuing and Widespread 
Weaknesses tn Internal Controls 
Result in Losses Through Fraud, 
Waste, and Abuse 
(FGMSD-80-65) 

D’elays and Uncertain Energy Savings 
in Program To Promote State 
Energy Conservation 
(EMD-80-97) 

Department of Energy Needs To 
Resolve Billions in Alleged Oil Pric- 
ing Violations 
(EMD-81-45) 

Determining Federal Compensation, 
Changes Needed To Make the 
Processes More Equitable and 
Credible 
(FPCD-80-17) 

Development of a National Make-or- 
Buy Strategy: Progress and 

163 

4 

123 

15 

406 

9 

71 

36 

557 

162 

19 

14 

248 

250 

139 

Problems 
(PSAD-78-118) 

Disappointing Progress m Improving 
Systems for Resolvmg Bdlions in 
Audit Fmdings 
(AFMD-81-27) 

Disparate Management of Small Arms 
by Federal Civtl Agencies 
(LCD-81-5) 

Domesttc Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63) 

Economic and Operattonal Benefits m 
Local Telephone Servtces Can Be 
Achieved Through Government- 
Wide Coordmatton 
(LCD-80-9) 

Electronic Funds Transfer--Its Poten- 
tial for lmprovmg Cash Manage- 
ment in Government 
(FGMSD-80-80) 

Excessive Truck Wetght: An Expen- 
sive Burden We Can No Longer 
Support 
(CED-79-94) 

Faster Processmg of DOD Personnel 
Security Clearances Could Avoid 
Milhons in Losses 
(GGDdl-1051 

Federal Asststance System Should Be 
Changed To Permit Greater 
Involvement by State Legislatures 
(GGD-81-3) 

Federal Budget Concepts and Pro- 
cedures Can Be Further 
Strengthened 
(PAD-81-36) 

Federal Budget Outlay Esttmates: A 
Growing Problem 
(PAD-79-20) 

Federal Capttal Budgeting: A Collec- 
non of Haphazard Practices 
(PAD-81-19) 

Federal Industrial Targets and Pro- 
curement Guidelines Programs Are 
Not Encouragmg Recycling and 
Have Contract Problems 
(EMD-81-7) 

Federal Weather Modtftcation Efforts 
Need Congressional Attentton 
(CED-80.51 

Federal Work Force Plannmg: Ttme 
for Renewed Emphasis 
(FPCD-81-4) 

Food for Development Program Con- 
strained by Unresolved Manage- 
ment and Policy Questions 
(ID-81 -32) 

Fundmg Gaps Jeopardtze Federal 
Government Operations 
(PAD-81-31J 

Further Improvements Needed in 
EEOC Enforcement Activittes 
(HRD-81-29) 

Gams and Shortcomings in Resolving 
Regulatory Conflicts and Overlaps 
(PAD-81-76) 

Government-Wide Guidelmes and 
Management Assistance Center 
Needed To Improve ADP Systems 
Development 
(AFMD-81-20) 

5 

25 

554 

108 

550 

435 

464 

365 

20 

555 

6 

29 

111 

227 

578 

42 

31 

124 

558 

26 

GSA’s Cleaning Costs Are Needlessly 
Htgher Than m the Private Sector 
(AFMD-81-78) 

HEW Must Improve Control Over Bil- 
lions tn Cash Advances 
(FGMSD-80-6) 

HUD Not Fulfdlmg Responsibility To 
Ehminate Lead-Based Paint Hazard 
in Federal Housmg 
(CED-81-31) 

Implementing GAO‘s Recommenda- 
ttons on the Social Security Admm- 
istratton’s Programs Could Save Bil- 
lions 
(HRD-81-37) 

Improvements Stall Needed in Admm- 
tstermg the Department of Labor’s 
Compensatton Benefits for Inlured 
Federal Employees 
fHRD-78-119~ 

improving the Producttvtty of Federal 
Payment Centers Could Save Md- 
hons 
(FGMSD-80.13) 

Increased Agency Use of Efficiency 
Gutdehner for Commercial Activt- 
ties Can Save Millions 
IFPCD-81-78) 

Increasmg Use of Data Telecommuni- 
canons Call5 for Stronger Protectton 
and Improved Economtes 
(LCD-81-l) 

Independent Regulatory Agenctes Can 
Reduce Paperwork Burden on 
Industry 
(AFMD-81-70) 

Inlury Compensatton Process Delays 
Prompt Payment of Benefits to Fed- 
eral Workers 
(HRD-81-123) 

Legislation Needed To Encourage 
Better Use of Federal Medical Re- 
sources and Remove Obstacles to 
Interagency Sharmg 
(HRD-78-54) 

Mdhons Can Be Saved by Improving 
the Productivity of State and Local 
Governments Administering Feder- 
al Income Maintenance Assistance 
Programs 
(AFMD-81-51) 

Most Federal Agencies Have Done 
Little Plannmg for ADP Disasters 
(AFMD-81-16) 

National Bureau of Standards-- 
Answers to Congressional Concerns 
KED-80-49) 

Need for Overall Pohcy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volumes I & II) 
(FPCD-78-49) 

Personnel Restrictions and Cutbacks in 
Executive Agencies: Need for Cau- 
tion 
(FPCD-77-85) 

Premium Pay for Federal Inspectors at 
U S. Ports-of-Entry 
(GGD-74-91) 

Problems m Developing and Imple- 
menting a Total Compensation Plan 
for Federal Employees 
(FPCD-81-12) 

525 

324 

344 

285 

380 

0 

560 

17 

559 

122 

65 

21 

226 

2 

565 

64 

576 

Office of Management and Budget 

388 

649 



Office of Management and Budget Agency/Organization Index 

Problems With the Dissemination of 
Information on Federal Assistance 
Programs 
(GGD-80-32) 

Program To Improve Federal Records 
Management Practices Should Be 
Funded by Direct Appropriations 
(LCD-80-68) 

Proposals for Improving the Manage- 
ment of Federal Travel 
(FPCD-81-13) 

Proposals To Resolve Longstanding 
Problems in Investigations of Feder- 
al Employees 
(FPCD-77-64) 

Proposed Changes in Federal Match- 
ing and Maintenance of Effort 
Requirements for State and Local 
Governments 
fGGD-81-7) 

Purchase Price of Strategic Petroleum 
Reserve Oil Fair but Payment Tim- 
ing Is Costly 
(PSAD-80-30) 

Reduced Communications Costs 
Through Centralized Management 
of Multiplex Systems 
(LCD-80-53) 

Review of Environmental Protection 
Agency’s Efforts To Detect and 
Prevent Fraud and Abuse 
(CED-80-100) 

Review of Government-Wide Con- 
tracting Systems for Film and Video- 
tape Productions 
(PLRD-81-61) 

Review of GSA’s Acqmsition of ADP 
Resources 
(AFMD-N-15) 

Slow Progress and Uncertam Energy 
Savings in Program To Weatherize 
Low-Income Households 
(EMD-80-59) 

Spending Authority Recordings in 
Certain Revolvtng Funds Impair 
Congressional Budget Control 
(PAD-80-29) 

State and Local Government Produc- 
tivity Improvement: What Is the 
Federal Role? 
(GGD-78-104) 

Stronger Federal Effort Needed To 
Foster Private Sector Productivity 
(AFMD-81-29) 

The Davis-Bacon Act Should Be 
Repealed 
(HRD-79-18) 

The Environmental Protection Agency 
Needs To Better Control Its Grow- 
ing Paperwork Burden on the Public 
(GGD-81-40) 

The Federal Government Should but 
Doesn’t Know the Cost of Adminis- 
tering Its Assistance Programs 
(GGD-77-87) 

The Office of the Special Counsel Can 
Improve Its Management of 
Whistleblower Cases 
(FPCD-81-10) 

The Trucking Industry’s Federal 
Paperwork Burden Should Be 
Reduced 

551 

526 

23 

134 

22 

11 

552 

494 

37 

157 

102 

13 

104 

81 

381 

504 

3 

24 

Trans-Alaska Oil Pipeline Operations: 
More Federal Monitoring Needed 
(EMD-81-11) 

Unsupported Yearend Obligations 
Overstate the Progress of Assisted 
Housing 
(PSAD-80-41) 

Use of Vacant Schools Could Provtde 
Savings to Federal Construction 
Programs 
(HRD-81-28) 

VA Needs a Single System To Meas- 
ure Hospital Productivity 
(AFMD-81-23) 

Wider Use of Better Computer Soft- 
ware Technology Can Improve 
Management Control and Reduce 
costs 
(FGMSD-80-38) 

Office of Minerals Policy Research 
and Analysis 

Domestic Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63) 

Office of National Programs, Employ 
ment and Training Administration 

Labor Needs To Better Select, Moni- 
tor, and Evaluate Its Employment 
and Trammg Awardees 
(HRDdl-111) 

Office of Personnel Management 
Achieving Representation of Minort- 

ties and Women in the Federal 
Work Force 
(FPCD-81-5) 

Action Needed To Ehmmate Delays in 
Processing Civil Service Retirement 
Claims 
(FPCD-81-40) 

Actions Needed To Enhance the 
Credibility of Senior Executive Serv- 
ice Performance Award Programs 
(FPCD-81-U) 

Additional Management Improve- 
ments Are Needed To Speed Case 
Processing at the Federal Energy 
Regulatory Commisston 
(EMD-80-54) 

Changes Needed in Calculation of 
Reduction in Civil Service Annuities 
for Survivor Benefits 
(FPCD-81-35) 

Civil Service Disabthty Retirement 
Program 
(FPCD-81-18) 

Cost of Increased Retirement Benefits 
for Panama Canal Employees 
(FPCD-81-42) 

Cost-of-Livmg Allowances for Federal 
Employees in Nonforeign Areas 
Should Be Based on Spendable 
Income 
(FPCD-81-48) 

Determining Federal Compensation: 
Changes Needed To Make the 
Processes More Equitable and 
Credible 
(FPCD-80-I 7) 

Disappointing Progress in Improving 
Systems for Resolving Billions in 

400 

340 

234 

623 

12 

108 

37% 

575 

590 

595 

39 

581 

577 

586 

587 

139 

Audit Fmdings 
(AFMD-81-27) 25 

Evaluations Called for To Monitor and 
Assess Executive Appraisal Systems 
(FPCD-81-55 ) 591 

Federal Employees Excluded From 
Certam Provisions of Civil Service 
Reform Act of 1978 
(FPCD-81-28) 584 

Federal Employees’ Compensation 
Act: Benefit Adjustments Needed 
To Encourage Reemployment and 
Reduce Costs 
CURD-81-19) 386 

Federal Executive Pay Compression 
Worsens 
(FPCD-80-R) 572 

Federal Grievance Arbitration Prac- 
tices Need More Management 
Attentton 
IFPCD-81-23) 585 

Federal Life Insurance Changes Would 
Improve Benefits and Decrease 
costs 
(FPCD-81-47) 692 

Federal Merit Pay: Important Con- 
cerns Need Attention 
(FPCD-81-9) 582 

Federal Pay-Setting Surveys Could Be 
Performed More Efficiently 
(FPCD-81-50) 589 

Federal Work Force Planning: Time 
for Renewed Emphasis 
(FPCD-81-4) 578 

Improvmg the Productivity of Federal 
Payment Centers Could Save Mtl- 
lions 
IFGMSD-80-13) 

Lack of Action on Proposals To 
Resolve Longstandmg Problems in 
Investigations of Federal Employees 
(FPCD-79-92) 

8 

569 
Milhons Can Be Saved by Improving 

the Productivity of State and Local 
Governments Admmistering Feder- 
al Income Maintenance Assistance 
Programs 
(AFMDdl-51) 65 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 
Controls Among Proposals for 
Those Who Work Less 
(FPCD-79-24) 566 

Pay for Hohdays Under Compressed 
Work Schedules 
(FPCD-80-21) 570 

Personnel Conversions During 
Presidential Transition: Improved 
Monitormg Needed 
(FPCD-N-51) 588 

Problems in Developmg and Imple- 
menting a Total Compensation Plan 
for Federal Employees 
(FPCDdl-12) 576 

Problems With the Small Business Ad- 
ministration’s Merit Appraisal and 
Compensation System 
(FPCD-81-74) 612 

Review of General Services Adminis- 
tration’s Acquisition of ADP Re- 
sources 
(AFMD-81-21) 159 



Agency/Organization Index Public Buildings Se !WiU? 

serious Problems Need To Be Correct- 
ed Before Federal Merit Pay Goes 
Into Effect 
(FPCD-81-73) 

Some Civil Service Retirees Subject to 
“Catch 62” Are Not Being Identi- 
fied 
(FPCD-80-47) 

Special Agents Should Be Phased Oui 
as FBI Crime L&oratory Examiners 
~GGD-80-60) 

The Alternative Work Schedules 
Experiment: Congressional Over- 
sight Needed To Avoid Likely Fail- 
ure 
(FPCD-81-2J 

The Office of the Special Counsel Can 
Improve its Management of 
Whistleblower Cases 
(FPCD-81-IO) 

The Revenue Sharing Act’s 1976 
Amendments: Little Effect on 
Improving Administration and 
Enforcement of Nondiscrimination 
Provisions 
IGGD-SI-91 

. Qhtening Ehgrbrhty Standards Could 
Cut Involuntary Retirement Costs 
by Millions of DoJlars 
(FI’CD-N-71) 

U.S. Income Security System Needs 
Leadership. Policy. and Effective 
Management 
tHRD-80~-33) 

Voluntary Early Retirements in the 
Civil Service Too Often Misused 
IFPCD-81-8) 

Ways To Improve Federal Manage- 
ment and Use of Productivity Based 
Reward Systems 
(FPCD-SI-24) 

Pedeml Prevailing Flab Advisory Commit- 
tee 
Determining Federal Compensation: 

Changes Needed To Make the 
Processes More Equitable and 
Credible 
IFPCD-80-I 7) 

OffJce of Science and Technology PoJ- 

icy 
CongressionaJ Action Needed To Pro- 

vide a Better Focus on Water- 
Related Research 
(CED-81-87) 

Domestic Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63) 

Phosphates: A Case Study of a VaJu- 
able, Depleting Mineral in America 
fEMD-80-21) 

The Office of Science and Technology 
Policy: Adaptation to a President’s 
Operating Style May Conflict With 
Congressionally Mandated Assign- 
ments 
(PAD&K!?) 

Offlce of Te&noJogy Aesessment 
Further Federal Action Needed To 

Detect and Control Environmental 

593 

571 

364 

573 

24 

445 

594 

10 

579 

580 

139 

50 

108 

145 

161 

Contamination of Food 
(CED-31~19) 

offfce of the comJltroJJer Of the cur- 

rency 
Comptroller of the Currency Needs 

Authority To Dispose of Property 
Remaining From Failed National 
Bar& 
(GGD-81-94) 

Federal Examinations of Financial 
Institutions: Issues That Need To Be 
Resolved 
(GGD-SI-121 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-N-79) 

New Mortgages for Financing Homes 
Need Uniform and Comprehensive 
Consumer Safeguards 
(CED-S-53) 

The Comptroller of the Currency 
Should Decide the Extent to Which 
His Action Control System Is Need- 
ed 
(GGD-U-931 

The Federal Structure for Examining 
Financial Institutions Can Be lm- 
proved 
(GGD-81-21) 

Office of the Special Counsel 
implementation: IXe Missing hnk in 

Planning Reorganizations 
{GGD-8197) 

Office of the United States Trade Rep- 
resentative 

U.S. Laws and Regulations Applicable 
to Imports From Nonmarket 
Economics Could Be Improved 
(ID-SI-351 

Dffice of Water Research and Tech- 

nology 
Ground Water Overdrafting Must Be 

Controlled 
iCED-80-96) 

Office of Workers’ Compensation Pto- 
grams 

Improvements Still Needed in Admin- 
istering the Department of Labor’s 
Compensation Benefits for Injured 
Federal Employees 
(HRD-78-119) 

Multiple Problems With the 1974 
Amendments to the Federal Em- 
ployees’ Compensation Act 
(HRD-79-80) 

Oklahoma 
Long-Term Economic Planning Need- 

ed in oil- and Gas-Producing States 
(PAD-81-09) 

Oregon 
States’ Efforts To Detect Duplicate 

Public Assistance Payments 
(HRD-81-133) 

Ozarks Regional Commission 
Long-Term Economic Planning 

67 

446 

517 

522 

349 

447 

156 

556 

7% 

54 

380 

332 

77 

366 

Needed in oil- and Gas-Producing 
StateS 

(PA D-81-09) 

Panama Canal Commission 
Cost of Increased Retirement Benefits 

for Panama Canal Employees 
(FPCD-81-42) 

Examination of the Panama Canal 
Commission’s Fiscal Year 1980 
Fmancial Statements and Treaty- 
Related Issues 
flDaI-49) 

Panama Canal Commission Expendi- 
tures for Entertainment, Official 
Residence. and Supervisory Board 
(:D-W57) 

Patent and Trademark Office 
The Need To Evaluate the Benefits 

and Costs of a Proposed Trademark 
Treaty and Implementing Legisla- 
tion 
ICED-77-133) 

Pennsylvania 
Greater Commitment Needed To 

Solve Continuing Problems at Three 
Mile IsJand 
(EMD-81~106) 

Pension Senefii Guaranty Corp. 
Funding of State and Local Govem- 

ment Pension Plans: A National 
Problem 
(HRD-79-661 

Tax Revenues Lost and Beneficiaries 
Jnadequately Protected When 
Private Pension Plans Terminate 
(HRD-81-117) 

Peoples Temple 
Guyana Tragedy Poinis to a Need for 

Better Care and Protection of 
Guardianship Children 
(HRD-N-7) 

Planning Research Corp. 
Reservation and Award of Section S(a) 

Small Business Act Contracts to 
Arcata Associates 
(A FMD-81-33) 

President’s Advisory Committee on 
Federal Pay 

Determining Federal Compensation: 
Changes Needed To Make the 
Processes More Equitable and 
Credible 
(FPCD-80-17) 

Presidential Advisory Committee on 
Small and Minority Businesses 

SBA’s Progress in Implementing the 
Public Law 95-507 Subcontracting 
and Surety Bond Waiver Provisions 
Has Been Limited 
(CED-81-151) 

Public Buildings Service 
GSA Cau Do More To Ensure Leased 

Federal Office Space Meets Its 
Firesafety Criteria 
(PLRD-81-8) 

77 

566 

95 

596 

231 

114 

369 

444 

321 

607 

139 

611 

632 

851 



Public Buildings Service AgencylOrganixation Index 

GSA’s Management of Reimbursable 
Building Services Needs Improve- 
ment 
(PLRD-81-46) 

What Has GSA Done To Resolve Pre- 
viously Reported Problems in Its 
Construction Program? 
(PLRD-81-7) 

Public Health Service 
Coordinating and Linkmg Programs 

Directed Toward Increasing the 
Numbers of Minority and Disadvan- 
taged Individuals m the Health Pro- 
fessions 
(HRD-81-87) 

Will There Be Enough Trained Medi- 
cal Personnel in Case of War? 
(HRD-U-67) 

fkputy Assistant Secretary for Population 
AMIS 
Family Planmng Clinics Can Provide 

Services at Less Cost but Clearer 
Federal Policies Are Needed 
(HRD-81-68) 

Public Land Law Review Commission 
Alternatives for Achieving Greater 

Equities in Federal Land Payment 
Programs 
(PAD-79-64) 

Railroad Retirement Board 
Keeping the Railroad Retirement Pro- 

gram on Track--Government and 
Railroads Should Clarify Roles and 
Responsibilities 
(HRD-81-27) 

Need To Prevent Wmdfall Benefits to 
Supplemental Security Income Re- 
cipients 
(HRD-80-44) 

Social Security Should Obtain and Use 
State Data To Verify Benefits for 
AU Its Programs 
(HRD-80-4) 

Raytheon Co. 
E&pmsnt Lwsion 

Contract Overpriced and Established 
Pricing Regulations and Procedures 
Not Followed 
(MASAD-SI-16) 

Rehabilitation Services Administra- 
tion 

A SingIe Federal Authority Is Needed 
for Establishing or Constructing 
Rehabilitation Facilities 
(HRD-79-84) 

Better Reevaluations of Handicapped 
Persons in Sheltered Workshops 
Could Increase Their Opportunities 
for Competitive Employment 
(HRDGW34) 

How Federal Developmental Disabii- 
ties Programs Are Working 
(HRD-80-43) 

Republic of Panama 
Examination of the Panama Canal 

Commission’s Fiscal Year 1980 
Financial Statements and Treaty- 
Related Issues 
(10-81-49) 

534 

531 

96 

119 

317 

420 

291 

332 

330 

460 

2443 

233 

300 

95 

Research and Special Programs Ad- 
ministration 

DOT Should Terminate Further 
LORAN-C Development and 
Modernization and Exploit the 
Potential of the NAVSTARGIobal 
Positroning System 
(MASAD-81-42) 

Materials Transportation Bureau 
Programs for Ensuring the Safe Trans- 

portation of Hazardous Materials 
Need Improvement 
(CED-81-S) 

Reynolds Metals Co. 
Domestic AIuminum Resources: 

Dilemmas of Development 
(EMD-80-63) 

Rural Electrification Administration 
Financing Rural Electric Generating 

Facihties: A Large and Growing 
Activity 
(CED-81-14) 

Rural Electrification Administration 
Loans to Electric Distribution Sys- 
tems: Policy Changes Needed 
(CED-80-52) 

Spending Authority Recordings in 
Certain Revolvmg Funds Impair 
Congressional Budget Control 
(PAD-80-29) 

Science and Education Administra- 
tion 
Extanslon Sawlea 

Cooperative Extension Service’s Mis- 
sion and Federal-Role Need 
Congressional Clarification 
(CED&-119) 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 

Securities and Exchange Commission 
Accounting Changes Needed in the 

Railroad Industry 
IAFMD-81-26) 

Impact of Foreign Corrupt Practices 
Act on U.S. Business 
(AFMD-81-34) 

Selective Service System 
Will There Be Enough Trained Medi- 

cal Personnel in Case of War? 
(HRD-81-67) 

Small Business Administration 
Better Management of Collateral Can 

Reduce Losses in SBA’s Major 
Loan Program 
(CED-W-123) 

Efforts To Improve Management of 
the Small Business Administration 
Have Been Unsatisfactory--More 
Aggressive Action Needed 
(CED-79-103) 

How Do Federal Agencies Assure 
That Disaster Loan Recipients 
Maintain Mandatory Flood In- 
surana 
(CED-80-IO) 

458 

147 

108 

214 

213 

13 

189 

216 

160 

597 

119 

610 

599 

600 

Most Borrowers of Economic Oppor- 
tunity Loans Have Not Succeeded in 
Business 
(CED-81-3) 

Need To Determine Whether Existing 
Federal Programs Can Meet the 
Needs of Women Entrepreneurs 
(CED-81-90) 

Poor Controls Ovei Federal Aid in 
Massachusetts After the I978 BIiz- 
zard Caused Questionable Benefit 
Payments 
(CED-81-4) 

President’s Sixth Special Message for 
FY 1981 
(OCC-81-7) 

Problems With the Small Business Ad- 
ministration’s Merit Appraisal and 
Compensation System 
(FPCD-81-74) 

Reservation and Award of Section 8(a) 
Small Business Act Contracts to 
Arcata Associates 
(A FMD-N -33) 

SBA’s 7(j) Management Assistance 
Program--Changes Needed To 
Improve Efficiency and Effective- 
ness 
(CED-tU-149) 

SBA’s Pilot Programs To Improve 
Guaranty Loan Procedures Need 
Further Development 
(CED-81-25) 

SBA’s Progress in Implementing the 
Public Law 95-507 Subcontracting 
and Surety Bond Waiver Provisions 
Has Been Limited 
(CED-81-151) 

Similar Business Assistance Programs 
of Two Federal Agencies Have 
Potential for Duplication 
(CED-SI-26) 

Small Business Administration Frao- 
cbise Loans: Risk of Loss Can Be 
Reduced and Program Effectiveness 
Improved 
(CED-80-47) 

The 8(a) Pilot Program for Disadvan- 
taged Small Businesses Has Not 
Been Effective 
(CED-cV-22) 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
(CED-80-45) 

The SBA 8(a) Procurement Program- 
A Promise Unfulfilled 
(CED-81-55) 

The Surety Bond Guarantee Program: 
Significant Changes Are Needed in 
Its Management 
(CED-SO-34) 

What Is a Small Business? The Small 
Business Administration Needs To 
Reexamine Its Answer 
(CED-78-149) 

Assodab Admhlialmtar for whlomy small 
ausineaa 
SBA’s 7(j) Management Assistance 

Program--Changes Needed To 
Improve Efficiency and Effective- 

663 

609 

85 

32 

612 

607 

613 

606 

611 

604 

662 

605 

216 

606 

601 

596 

613 



Agency/Organization index Union of Soviet Soclalist Republics 

Offles of the Inspector General 
The S(a) Pilot Program for Disadvan- 

taged Small Businesses Has Not 
Been Effective 
(CED-81-22) 605 

State Advance Payments to Aid to 
Families With Dependent Children 
Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80-5lJJ 

WA’s Cod PrOCUrCment Practlces-- 
More Effective Management Need- 
ed 
(EMD-81-65) 272 

284 

Social Security Administration 
Action Needed To Resolve Problem of 

Outstanding Supplemental Security 
Income Checks 
(HRD-81-58) 

States’ Efforts To Detect Duplicate 
Public Assistance Payments 
(HRD-81~133) 366 

Better Management Information Can 
Be Obtained From the Quality Con- 
trol System Used in the Aid to Fami- 
lies With Dependent Children Pro- 
gram 
(HRD-80-80) 

VA Improved Pension Program: Some 
Persons Get More Than They 
Should and Others Less 
(HRD-80-61) 

Internal Review Branch 
Tennessee Valley Authority Needs To 

Improve Security and Inventory 
Controls al Power Sites 
IEMD-81~60) 616 

290 
621 

333 

Office of Management %ruices: Public 
6efely Service 
Tennessee Valley Authority Needs To 

Improve Security and Inventory 
Controls at Power Site5 
IEMD-81-60) 616 

Changes Needed To Prevent Com- 
muters and Transients From Receiv- 
ing Supplemental Security Income 
(HRD-80-15) 

Office of Family Assistance 
Action Needed To Avert Future Over- 

payments to States for AFDC Foster 
Care 
(HRD-81-73) 322 Office of Power 

331 

Erroneous Supplemental Security 
Income Payments Result From 
Problems in Processing Changes in 
Recipients’ Circumstances 
(HRD-79-4) 

HHS Moves To Improve Accuracy of 
AFDC Administrative Cost Alloca- 
tion: Increased Oversight Needed 
(HRD-81-51) 294 

State Advance Payments 10 Aid to 
Families With Dependent Children 
Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80-50) 

Tennessee Valley Authority Needs a 
Written Policy on the Use of Power 
System Revenues for Research. De- 
velopment. and Demonstration 
(EMD-U-16) 615 

327 
Flaws in Controls Over the Supple- 

mental Security Income Computer- 
ized System Cause Millions in 
Erroneous Payments 
(HRD-79-104) 

284 

Power Security Section 
Tennessee Valley Authority Needs To 

Improve Security and inventory 
Conlrols at Power Sites 
IEMD-81-60) 616 

329 

Implementing GAO’s Recommenda- 
tions on the Social Security Admin- 
istration’s Programs Could Save Bil- 
lions 
(HRD-81-37) 

Soil Conservation Service 
Congressional Gmdance Needed on 

Federal Cost Share of Water Re- 
source Projects When Project Bene- 
fits Are Not Widespread 
(CED-81-12) 

Texas 

49 

Long-Term Economic Planning Need- 
ed in Oil- and Gas-Producing States 
(PA D-81 -09) 77 

205 
IRS Can Expand and Improve Com- 

puter Processing of Information 
Returns 
(FGMSD-81-4) 

Continuation of the Resource Conser- 
vation and Development Program 
Raises Questions 
(CEDN-120) 217 

Programs To Control Prescription 
Drug Costs Under Medicaid and 
Medicare Could Be Strengthened 
(HRD-81-36) 309 

439 
Improving the Safety of Our Nation’s 

Dams--Progress and Issues 
(CED-79-301 

Thayne, WY 

Millions Can Be Saved by Identifying 
Supplemental Security Income Re- 
cipients Owning Too Many Assets 
(HRD-81-4) 

Wyoming Wastewater Treatment 
Facility Proves Unsuccessful 
(CED-81-941 506 

287 
Need for HEW To Recover Federal 

Funds in Uncashed AFDC Checks 
(HRD-79-68) 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-1091 

53 

187 

328 
Need To Prevent Windfall Benefits to 

Supplemental Security Income Re- 
cipients 
(HRD-88-44) 

Star Valley Cheese Corp. 
Wyoming Wastewater Treatment 

Fanlity Proves Unsuccessful 
(CED-e-941 

Toth Aluminum Corp. 
Domestic Aluminum Resources: 

Dilemmas of Development 
(EMD-80-63) 108 

506 

332 
Revising Social Security Benefit For- 

mula Which Favors Short-Term 
Workers Could Save Billions 
(HRD-81-53) 292 

Supreme Court of the United States 
Police Forces in the District of Colum- 

bia Can Improve Operations and 
Save Money 
(GGD-79&J 

TYCO-Synfuels Corp. 
Reservation and Award of Section 8(a) 

Small Business Act Contracts to 
Arcata Associates 
(A FMD-81-33) 607 

144 
Social Security Needs To Better Plan. 

Develop, and Implement Its Major 
ADP Systems Redesign Projects 
(HRD-81-47) 

Tennessee 

208 
Social Security Should Improve Its 

Collection of Overpayments to Sup 
plemental Security Income Recipi- 
ents 
(HRD-79-21) 

States’ Efforts To Detect Duplicate 
Public Assistance Payments 
(HRD-81-133) 366 

U.S. League of Savings Associations 
How Do Federal Agencies Assure 

That Disaster Loan Recipients 
Maintain Mandatory Flood Insur- 

;:D-80-10, 600 

326 
SociaI Security Should Obtain and Use 

State Data To Verify Benefits for 
Au Its Programs 
tHR@@,O 

Tennessee Valley Authority 
Federal Retirement Systems: Unrecog- 

nized Costs. Inadequate Funding, 
Inconsistent Benefits 
(FPCD-7748) 563 

Union Camp Corp. 
Contract Conditions and Speciiications 

Unduly Restricting Competition 
(GGD-8I-39) 617 

330 

Phosphates: A Case Study of a VaIu- 
abIe. Depleting Mineral in America 
(EMD-8&21) 146 

Some Cii Service Retirees Subject to 
“Catch 62” Are Not Being Identi- 
fied 
(FPCD-8047) 571 

Tennessee VaIIey Authority Needs To 
Improve Security and Inventory 
Controls at Power Sites 
(EMD-8&60) 616 

Union ol Soviet socialist Republics 
Lessons To Be Learned From Offset- 

ting the Impact of the Soviet Grain 
Sales Suspension 

(CED-81-IIO) 185 



Unlted Nations Agency/Organization Index 

United Nations 
Identifying Marginal Activities Could 

Help Control Growing UN. Cbsts 
(ID-8liS) 

Personnel Needs Reevaluation 
(FPCD-76-97) 

Improving the Managemem and Coor- 
dination of Reviews, Inspections. 
and Evaluations in the U.N. System 
(10-81-11) 

State and Local Government Produc- 
tivity Improvement: What Is the 
Federal Role? 
(GGD-78-104) 

Unned States Fish and Wildlife Serv- 

Actions Needed To Increase Federal 
Onshore Oil and Gas Exploration 
and Development 
IEMD-8140) 401 

393 
State Department Should Improve 

Foreign National Pay Setting 
(FPCD-78-H) 

JomI#apMiMLhlil 
beproving the Management and Coor- 

dination of Reviews, Inspeciions. 
and Evahations in the U.N. System 
fZD-81~ii) 

United Power Assocfation 
Financing Rural Electric Generating 

Facilities: A Large and Growing 
Activity 
(CED-H -14) 

United stales GoaH Guard 
Coast Guard Personnel Records 

Storage Areas Need Fire Protection 
Systems 
(GG D-81 -72) 

562 

104 

392 

474 

Congressional Guidance and Better 
Federal Coordination Would 
Improve Marine Mammal Manage- 
ment 
(CED-81-52) 84 

Cost Estimate for the Currituck Outer 
Banks National Wildlife Refuge 
Needs Revision 
(CED-81-48) 60 

Federal Land Acquisition and Man- 
agement Practices 
(CED-81-135) 430 

United States Capitol Police Force 
F’okx Forces in the District of Cohnn- 

bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

214 

144 

4 

DOT Should Terminate Further 
LORAN-C Development and 
Modernization and Exploit the 
Potential of the NAVSTARlGlobal 
Positioning System 
(MASAD-81-42) 

Ineffective Management of Ship Main- 
tenance-A Coast Guard Problem 
(LCD-sl-12) 

456 

National Direction Required for Effcc- 
tive Management of America’s Fish 
and Wildlife 
(CED-81~107) 422 

United States CM1 !%vice Commis- 
aion 

Information on U.S. Coast Guard‘s 
Decision To Purchase M/V Cowslip 
Vessel 
(CED-H-128) 

473 

455 

United States Marshals Service 
Jail Inmates’ Mental Health Care 

Neglected: State and Federal Atten- 
tion Needed 
fGGD-81~5) 116 

Administrative Law Process: Better 
Management Is Needed 
(FPCD-78-25) 

Management Improvements Needed in 
Coast Guard Supply System 
(PLRD-81-37) 456 

Classification of Federal White-Collar 
Job5 Should Be Better Controlled 
(FPCD-75-173) 

Protection and Prompt Dtsposal Can 
Prevent Destruction of Excess Fadl- 
ities in Alaska 
(LCD?%?-96) 

United States Parole Commission 
Reducing Federal Judicial Sentencing 

and Prosecuting Disparities: A Sys- 
temwide Approach Needed 
(GGD-78-112) 38 

162 

Disability Provisions of Federal and 
District of Cohnnbii Employee Re- 
tirement System5 Need Reform 
(FPCD-78-48) 

91 

566 
Federal and District of Columbia 

Employees Need To Be in Separate 
Pay and Benefit Systems 
(FPCD-T-71) 

The Coast Guard--Limited Resources 
Curtail Abitity To Meet Responsi- 
bilities 
(CED-ZW-76) 472 

United States Postal Service 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Projects 
(LCD-H-7) 15 

Federal Compensation Comparability: 
Need for Congressional Action 
(FPCD-78-60) 

Ships Inventory Control Point, Curtis Bay, 
MO 
ineffective Management of Ship Main- 

tenance-A Coast Guard Problem 
(LCC-H-I2) 

Contract Condition5 and Specifications 
Unduly Restricting CornpetItion 
(GGD-81.39) 617 

473 

Electronic Scale Procurement Needs 
Revision 
(GGD-H-53) 618 

Federal Retirement Systems: Unrecog- 
nized Costs. Inadequate Funding, 
Inconsistent Benefits 
(FPCD-77-48) 

Need for Overall Policy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volume5 I & II) 
(FPCD-78-49) 

564 

136 

583 

2 

United States Customs Service 
Achieving Needed Organizational 

Change: A Customs SeMce Dilem- 
ma 
(FPCD-78-29) 

Federal Capital Budgeting: A Collec- 
tion of Haphazard Practices 
(PAD-81-19) 29 

446 

Asset Forfeiture-A Seldom Used Tool 
in Combatting Drug Trafickmg 
IGGD-BI-51) 

Management of the Department of 
State Office of Passport Services 
Needs To Be Improved 
(ID-H-39) 397 

361 

Personnel Restrictions and Cutback5 in 
Executive Agencies: Need for Cau- 
tiOll 

(FPCD-778.5) 

Customs’ Efforts To Develop a System 
for Assigning Inspectors Need Top 
Management Support 
(GGD-78-48) 

inspection 6etvies 
Consumer Products Advertised To 

Save Energy-Let the Buyer Beware 
(HRD-81-85) 112 

Policy of Paying Cost-of-Living 
Allowance5 to Federal Employee5 in 
Nonforeign Areas Should Be 
Changed 
(FPCD-75-161) 

Ship Manifest Laws Need To Be 
Administered in a More Consistent, 
Less Burdensome Manner 
(GGD+W-22) 

561 
Premium Pay for Federal Inspectors at 

U.S. Ports-of-Entry 
(GGD-74-91) 64 

134 

The Environmental Protection Agency 
Needs To Better Control Its Grow- 
ing Paperwork Burden on the Public 
lGGD-81-40) 

449 

450 

504 

United States Railway Association 
Conrail Needs To Further Improve 

Inventory Control and Management 
(CED-81~140) 457 

Proposals To Resolve Longstanding 
Problems in investigations of Feder- 
al Employees 
(FPCD-77&) 

United States Secret Service 
Secret Service Has More Computer 

Capacity Than It Needs 
(GGD-81-43) 451 

Special Retirement Policy for Federal 
Law Enforcement and Firefighter 

United States District Court 
District of District of Columbia 

Reservation and Award of Section 8(a) 
Small Business Act Contracts to 
Arcata Associates 
(A FMD-81-33) 607 

United States Synthetic Fuels Corp. 
Unresolved Issues Resulting From 

Changes in DOE’5 Synthetic Fuels 
Commercialization Programs 
(EMD-H-128) 273 



Agency/Organization Index Wyoming 

United States Tax Court 
Federal Retirement Systems: Unrecog- 

nized Costs, Inadequate Funding. 
Inconsistent Benefits 
(FPCD-77-48) 

Urban Mass Transportation Adminis- 
tration 

Communication and Management 
Problems Hinder the Planning Proc- 
ess for Malor Mass Transit Prolects 
(CED-79-82) 

Soaring Transit Subsidies Must Be 
Controlled 
(CED-81-28) 

Utah Power and Light Co. 
How Interior Should Handle Congres- 

sionally Authowed Federal Coal 
Lease Exchanges 
(EMD-81.87) 

Veterans Administration 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Projects 
(LCD-81-7) 

Better Guidelines Could Reduce VA‘s 
Planned ConstructIon of Costly 
Operating Rooms 
(HRD-81-54) 

Civil Agencies Can Improve the Per- 
formance of Technical Evaluanons 
(PSAD-81-9) 

Ciwl Agencies Should Save Millions by 
Recovering Sliver From Photo- 
graphic Wastes 
(PLRD-81-48) 

Cost of VA Medlcal Care to Ineligible 
Persons Is High and Difficult To 
Recover 
(HRD-81-77) 

Energy-Efficient and Cost-Effecttve 
Equipment Should Be Installed m 
New Government Housing 
(EMD-81.93) 

Federal Budget Outlay Estimates: A 
Growing Problem 
(PA D-79-20) 

Federal Pay-Settmg Surveys Could Be 
Performed More Efficiently 
(FPCD-81-50) 

Increased Productiwty in Processing 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMD-81-18) 

Increasmg Use of Data Telecommuni- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-81-I) 

Legislation Needed To Encourage 
Better Use of Federal Medical Re- 
sources and Remove Obstacles to 
Interagency Sharing 
(HRD-78-54) 

Legislation Plus Aggressive Action 
Needed To Strengthen VA’s Debt 
Collection 
(HRD-81-5) 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 

563 

475 

135 

411 

15 

624 

76 

36 

627 

61 

6 

569 

89 

17 

122 

622 

Controls Among Proposals for 
Those Who Work Less 
(FPCD-79-24) 

Need To Prevent Windfall Benefits to 
Supplemental Security Income Re- 
cipients 
(HRD-80-44) 

New-Home Buyers and Federal Agen- 
cies Benefn From Improved War- 
ranty Protection 
KED-81-40) 

Pohcles on U.S. Citizens Studying 
Medicine Abroad Need Review and 
Reappraisal 
(HRD-81-32) 

President’s Swth Special Message for 
FY 1981 
(OGC-81-7) 

Providing Veterans With Service- 
Connected Dental Problems Higher 
Prlorny at VA Clinics Could Reduce 
Fee-Program Costs 
(HRD-81-82) 

Soctal Security Should Obtain and Use 
State Data To Verify Benefits for 
All Its Programs 
(HRD-80-4) 

The Congress Should Mandate Forma- 
tlon of a Mhtary-VA-Cwilian Con- 
tmgency Hospital System 
(HRD-80-76) 

U.S. Income Security System Needs 
Leadership. Pohcy. and Effective 
Management 
(HRD-80-33) 

Use of Vacant Schools Could Provide 
Savings lo Federal ConstructIon 
Programs 
(HRD-81.28) 

VA Home Care Program Is a Cost- 
Beneficial AlternatIve to lnstitu- 
tlonal Care and Should Be 
Expanded 
(HRD-81-72) 

VA Improved Pension Program: Some 
Persons Get More Than They 
Should and Others Less 
(HRD-80-61) 

VA Must Strengthen Managemen; of 
ADP Resources To Serve Veteran’s 
Needs 
(FGMSD-80-60) 

VA Needs a Single System To Meas- 
ure Hospital Productivity 
(AFMD-81.23) 

Department of Medicine and Surgery 
Cost of VA Medical Care to Ineligible 

Persons Is High and Dlfficul; To 
Recover 
(HRD-81-77) 

VA Needs a Single System To Meas-, 
ure Hospital Productivity 
(A FMD-81-23) 

Dapaltment of Medicine and Surgery: DlvC 
slon of EngInewing .Senrices 
Planned Expansion of Hines Supply 

Depot Has Not Been Justified 
(PSAD-8031) 

568 

332 

88 

97 

32 

626 

330 

93 

10 

234 

625 

621 

620 

623 

627 

623 

619 

Office of Data Management and Telecom- 
munications 
VA Must Strengthen Management of 

ADP Resources To Serve Veteran’s 
Needs 
(FGMSD-80-60) 620 

Washington Metropolitan Area Transit 
Authority 
Metro Tra& Pollee 

Police Forces in the District of Colum- 
bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

Water and Power Resources Service 
Contracts To Provide Space in Federal 

Reservoirs for Future Water Sup- 
plies Should Be More Flexible 
(CED-80-78) 

Federal Charges for Irrigation Projects 
Reviewed Do Not Cover Costs 
(PA D-81 -07) 

Federal Water Resources Agencies 
Should Assess Less Costly Ways To 
Comply With Regulations 
(CED-8136) 

Health and Safety Deficiencies Found 
at Water Recreation Areas 
(CEO-81-88) 

Impact of Gasoline Constraints Should 
Be Considered in Managing Federal 
Recreation Facilities 
(CEDdl-111) 

Impact Uncertain From Reorganiza- 
tion of the Water and Power Re- 
sources Service 
(CED-81-80) 

Selected Water Sales Contracts 
(CED-80-69) 

Water Resources Council 
Congressional Action Needed To Pro- 

wde a Better Focus on Water- 
Related Research 
(CED-81-87) 

Federal Water Resources Agencies 
Should Assess Less Costly Ways To 
Comply With Regulations 
(CED-81-36) 

River Basin Commissions Have Been 
Helpful. but Changes Are Needed 
(CED-81.69) 

Water Supply Should Not Be an Ob- 
stacle lo Meeting Energy Develop- 
ment Goals 
(CED-80-30) 

Western Area Power Administration 
Electrical Energy Development in the 

Pacific Southwest 
(EMD-79-73) 

Wyoming 
Selected Water Sales Contracts 

(CED-80-69) 

144 

57 

403 

51 

58 

52 

421 

433 

50 

51 

434 

432 

282 

433 





BUDGET FUNCTION INDEX 
Entries are arranged by official OMB Budget Function codes. Also included are some codes added by GAO to 

capture areas not covered by the OMB codes. In particular, all codes of 1000 and higher were added by GAO. 

SAMPLE ENTRY: 
Budget Function 

\ 

Page Number 

800 General Government 
Tttle - Implementation: The Missing Link in 

Planning Reorganizations 
/ 

/ 

(GGD-81-57) 556 

Report Number 

050 Natlonal Defense 
054 DefenseRelated Activities 

Management Improvements Needed m 
Coast Guard Supply System 
(PLRD-81-37) 

Some Criminal Offenses Committed 
Overseas by DOD Cwilians Are Not 
Being Prosecuted: Legislation Is 
Needed 
(FPCD-79-45) 

057 Weapons Systems 
DOD Participation in the Space Trans- 

portation System: Status and Issues 
(MASAD-al-6J 

DOD Partlclpation m the Space Trans- 
portation System: Status and Issues 
(MASAD-81-6) 

456 

356 

544 

544 

058 Dapariment of Defense - Procurement 
& Contracts 
Faster Processing of DOD Personnel 

Security Clearances Could Avoid 
Millions in Losses 
(GGD-81-105) 

Potential Impediment of Foundry Ca- 
pacity Relative to National Defense 
Needs 
(EMD-81-134) 

Purchase Price of Strategic Petroleum 
Reserve Oil Fair but Payment Tim- 
ing Is Costly 
(PSAD-80-30) 

The S(a) Pilot Program for Disadvan- 
taged Small Businesses Has Not 
Been Effective 
(CED-81-22) 

The SBA S(a) Procurement Program-- 
A Promise Unfulfilled 
(CED-81~55J 

150 International Affairs 
151 Foreign Economic end Financial As- 

slslenca 
Food for Development Program Con- 

strained by Unresolved Manage- 
ment and Policy Questions 
(10-81-32) 

Identifying Marginal Activities Could 
Help Control Growing U.N. Costs 
(ID-N-61) 

365 

75 

11 

605 

606 

42 

399 

Improving the Management and Coor- 
dination of Reviews, Inspections, 
and Evaluations m the U.N. System 
(ID-81 -11) 393 

U.S. Strategy Needed for Water Sup- 
ply Assistance to Developing Coun- 
tries 
(ID-al-511 43 

152 Conduct of Foreign Affairs 
Much More Can Be Done by the State 

Department To Improve Overseas 
Real Estate Management 
(ID-81-15) 394 

State Department Should Improve 
Foreign National Pay Setting 
(FPCD-78-811 392 

The 1578 Diplomatic Relations Act’s 
Liability Insurance Provision--A 
Requirement Needing Added 
Attention 
(10-81-31) 395 

The Nuclear Non-Prohferation Act of 
1978 Should Be Selectively Modified 
(OCG-81-2) 106 

U.S. Laws and Regulations Applicable 
to Imports From Nonmarket 
Economies Could Be Improved 
(10-81-35) 70 

153 Foreign Informetlon and Exchange 
Activities 
Examination of the Panama Canal 

Commission’s Fiscal Year 1980 
Financial Statements and Treaty- 
Related Issues 
(10-81-49) 95 

Management of the Department of 
State Office of Passport Services 
Needs To Be Improved 
(10-81-39) 397 

Panama Canal Commission Expendi- 
tures for Entertainment, Official 
Residence, and Supervisory Board 
(10-81-57) 596 

155 International Flnanclal Programs 
Policy Needed at Eximbank for Fi- 

nancing Aircraft Spare Parts and 

Other Support Items 
(ID-81 -55) 

250 General Science, Space, and 
Technology 

National Bureau of Standards-- 
Answers to Congressional Concerns 
(CED-80-49) 

251 General Science and Basic Research 
Better Accountability Procedures 

Needed m NSF and NIH Research 
Grant Systems 
(PAD-81-29) 

National Research Centers Supported 
by NSF 
(PAD-81-79) 

National Science Foundation Conflict 
of Interest Problems With Grants to 
Short Term Employees 
(PAD-81-16) 

The Office of Science and Technology 
Policy: Adaptation to a President’s 
Operating Style May Conflict With 
Congressionally Mandated Assign- 
ments 
(PAD-80-79) 

254 Space Science, Applications, and 
Technology 
Implementing a Data Handling Policy 

for Space Science Flight Investiga- 
tions 
(MASAD-81-34) 

255 Supporting Space Activities 
NASA’s Standard Parts Program--Are 

the Objectives Being Accom- 
plished? 
(PSAD-81-18) 

258 Talecommunleatlons and Radio Fre- 
quency Spectrum Use 
Economic and Operational Benefits in 

Local Telephone Services Can Be 
Achieved Through Government- 
Wide Coordination 
(LCD-80-9) 

Increasing Use of Data Telecommuni- 
cations Calls for Stronger Protection 
and Improved Economies 
(LCD-81~I) 

511 

226 

121 

546 

547 

161 

545 

543 

550 

17 

667 



250 General Science, Space, and Techonolgy Budget Function Index 

Reduced Communications Costs 
Through Centralized Management 
of Multiplex Systems 
(LCD-80-53) 

270 Energy 
DOE Needs To Improve Timeliness of 

Third Annual Reports on Title I of 
PURPA 
(EMD-81-56) 

The Federal Government Needs a 
Comprehensive Program To Curb 
Its Energy Use 
(EMD-80-11) 

271 Energy Supply 
Actions Needed To Increase Federal 

Onshore Oil and Gas Exploration 
and Development 
(EMD-81-40) 401 

Better Oversight Needed for Safety 
and Health Activities at DOE’s 
Nuclear Facilities 
(EMD-81~108) 270 

Concern Over Efforts To Put in Place 
a Permanent Facility for Solar 
Energy Research Institute 
(EMD-81-68) 261 

DOE Light Water Reactor Fuel Utili- 
zation Improvement Program 
(EMD-81-S) 256 

DOE Needs To Reestabhsh a Solar 
Energy Goal and Develop Plans To 
Achieve That Goal 
(EMD-81-100) 269 

DOE’s Alcohol Fuels Awards Process 
Resulted in Questionable Award 
SelectIons and Limited Small Busi- 
ness Success 
(EMD-81-125) 274 

Federal Energy Regulatory 
Commission’s Hydroelectric Permit- 
ting and Licensing Efforts Are Bemg 
Hampered by Hybnd Applications 
and Staffing 
(EMD-81-80) 516 

Full Development of OTEc’s Poten- 
tial May Be Impeded 
(EMD-N-62) 259 

How Interior Should Handle Congres- 
sionally Authorized Federal Coal 
Lease Exchanges 
(EMD-81-87) 411 

Impact of Regulations--After Federal 
Leasing--On Outer Continental 
Shelf Oil and Gas Development 
(EMD-81-48) 55 

Issues in Leasing Offshore Lands for 
Oil and Gas Development 
(EMD-81-59) 404 

Low Productivity in American Coal 
Mining: Causes and Cures 
(EMD-81-17) 103 

Management Problems Impede Suc- 
cess of DOE’s Solar Energy Projects 
(EMD-81-10) 251 

New England Can Reduce Its Oil De- 
pendence Through Conservation 
and Renewable Resource Develop- 
ment 
(EMD-81-58) 266 

552 

262 

246 

Policies Governing the Bonneville 
Power Administration’s Repayment 
of Federal Investments Need Revi- 
sion 
(EMD-N-94) 

Simphfying the Federal Coal Manage- 
ment Program 
(EMD-81-109) 

Tennessee Valley Authority Needs To 
Improve Security and Inventory 
Controls at Power Sites 
@MD-81-60) 

Tennessee Valley Authority Needs a 
Written Policy on the Use of Power 
System Revenues for Research, De- 
velopment, and Demonstration 
(EMD-81-16) 

The Department of Energy’s Water- 
Cooled Breeder Program--Should It 
Continue? 
(EMD-81-46) 

The Impact of Geothermal Develop- 
ment on StockraIsing Homestead 
Landowners 
(EMD-81-39) 

Trans-Alaska Oil Pipeline Operations: 
More Federal Monitoring Needed 
(EMD-81-11) 

TVA’s Coal Procurement Practices-- 
More Effective Management Need- 
ed 
(EMD-81-65) 

U.S. Fast Breeder Reactor Program 
Needs Direction 
(EMD-80-81) 

Unauthorized Commitments: An 
Abuse of Contracting Authority in 
the Department of Energy 
(EMD-81-12) 

Unresolved Issues Resulting From 
Changes in DOE’s Synthetic Fuels 
Commercialization Programs 
(EMD-81.128) 

272 Energy Conservation 
Actions Needed To Increase 

Bicycle/Moped Use in the Federal 
Community 
(EMD-81-41) 

Consumer Products Advertised To 
Save Energy--Let the Buyer Beware 
(HRD-81-85) 

Delays and Uncertain Energy Savings 
in Program To Promote State 
Energy Conservation 
(EMD-80-97) 

Energy-Efficient and Cost-Effective 
Equipment Should Be Installed in 
New Government Housing 
(EMD-81-93) 

Improved Data and Procedures Need- 
ed for Development and Implemen- 
tation of Building Energy Perform- 
ance Standards 
(EMD-81.2) 

Ineffective Management of the Ap- 
propriate Technology Small Grants 
Program 
(EMD-81-113) 

Lighting and Thermal Efficiency 
Standards 
(EMD-79-32) 

;67 

412 

616 

615 

257 

405 

400 

272 

249 

250 

273 

453 

112 

246 

61 

252 

276 

242 

Residential Energy Conservation 
Outreach Activities--A New Federal 
Approach Needed 
(EMD-81-8) 

Slow Progress and Uncertain Energy 
Savmgs in Program To Weathenze 
Low-Income Households 
(EMD-80-59) 

The Department of Energy Should 
Provide Leadership To Assure 
Near-Term Gasoline Conservation 
Opportunities Are Reahzed 
(EMD-81-52) 

The Energy Conservation Program for 
Schools and Hospitals Can Be More 
Effective 
(EMD-81-47) 

274 Emergency Energy Preparedness 
Federal Electrical Emergency 

Preparedness Is Inadequate 
(EMD-81-50) 

’ The United States Remains Un- 
prepared for Oil Import Disruptions 
(EMD-81~117) 

276 Energy tnformatlon, Policy, and Ftegu- 
tation 
A New Headquarters/Field Structure 

Could Provide a Better Framework 
for Improving Department of 
Energy Operations 
(EMD-81-97) 

Additional Management Improve- 
ments Are Needed To Speed Case 
Processmg at the Federal Energy 
Regulatory Commisslon 
(EMD-80-54) 

Burdensome and Unnecessary Report- 
ing Requirements of the Public Util- 
Ity Regulatory Policies Act Need To 
Be Changed 
(EMD-81-105) 

Cleaning Up Commingled Uranium 
Mtll Tailings: Is Federal Assistance 
Necessary? 
(EMD-79-29) 

Congress Should Increase Financial 
Protection to the Public From 
Accidents at DOE Nuclear Opera- 
tions 
(EMD-81-111) 

Cost To Retire Uranium Enrichment 
Facilities Should Be Included in 
Current Uranium Enrichment 
Charges 
(EMD-79-94) 

Department of Energy Can Improve 
Management of the Acquisition of 
Major Projects 
(MASAD-81-33) 

Department of Energy Needs To 
Resolve Billions in Alleged Oil Pric- 
ing Violations 
(EMD-81-45) 

Effects in Washington, D.C., Area of 
1979 Gasoline Shortage: Supplies 
Less Than National Average; Price 
Increases Comparable 
(EMD-80-70) 

253 

102 

260 

255 

263 

104 

275 

39 

276 

241 

277 

244 

266 

258 

247 

656 



Budget Function Index 300 Natural Resources and Environment 

Electrical Energy Development in the 
Pacific Southwest 
(EMD-79-73) 

FERC Should Improve the Natural 
Gas WelI Determination Process 
(EMDab&?) 

Federal Energy Regulatory Commis- 
sion Needs To Act on the 
ConstructionWork-In-Progress 
Issue 
(EMDaJ-123) 

Greater Commitment Needed To 
Solve Contimiug Problems at Three 
Mile Island 
(EMDal-106) 

Improvements Needed in the Nuclear 
ReguIatory Commission’s Office of 
Inspector and Auditor 
(EMDaJ-72) 

Natural Gas Plan Needed To Provide 
Greater Protection for High-Priority 
and Critical Uses 
(EMDaJ-27) 

Need To Increase Department of 
Energy’s Efforts To Encourage 
Small 3nsiness Contracting 
(EMD-79-83) 

NRC Should Specify User Needs and 
Improve Cost Control for Its Docu- 
ment Control System 
(EMD-81~90) 

Review of the General Services Ad- 
ministration’s Electric Utility Inter- 
vention Activities 
(EMDaJ-95) 

366 Natural Resources and Environ- 
ment 

A Framework and Chcckhst for Evahr- 
ating Soil and Water Conservation 
ProgTams 
(PADaO-15) 

Gains and Shortcomings in Resolving 
Regulatory Conflicts and Overlaps 
(PAD-tXI-76) 

Industrial Wastes: An Unexplored 
Source of Valuable Minerals 
(EMDaO-45) 

, Large Construction Projects To 
Correct Combined Sewer Overflows 
Are Too CostIy 
(CEDaO-40) 

Review of Environmental Protection 
Agency’s Efforts To Detect and 
Prevent Fraud and Abuse 
(CED#-JOO) 

3m water R&3ourcss 
Changes in Federal Water Project 

Repayment Policies Can Reduce 
Federal Costs 
(CED-W77) 

Congressional Action Needed To Pro- 
vide a Better Focus on Water- 
Related Research 
(cEDaJa7) 

Congressional Guidance Needed on 
Federal Cost Share of Water Re- 
source Projects When Project Bene- 
fits Are Not Widespread 
(CEDal-12) 

282 

281 

280 

114 

113 

254 

243 

265 

523 

163 

558 

62 

493 

494 

142 

50 

49 

Contracts To Provide Space in Federal 
Reservoirs for Future Water Sup- 
plies Should Be More qexible 
(CED-8&78) 

Eliminating Contractor Inspections of 
Federal Water Projects Could Save 
MiNiOIlS 

(CEDSI-146) 
Federal Charges for Irrigation Projects 

Reviewed Do Not Cover Costs 
(PAD-81 -07) 

Federal Water Resources Agencies 
Should Assess Less Costly Ways To 
Comply With Regulations 
(CEDaJ-36) 

Federal Weather Modification Efforts 
Need Congressional Attention 
(CEDaO-5) 

Ground Water Overdrafting Must Be 
Controlled 
(CEDaO-96) 

Impact Uncertain From Reorganiaa- 
tion of the Water and Power Re- 
sources Service 
~CED-H-80) 

Improving the Safety of Our Nation’s 
Dams-Progress and Issues 
(CED-79-30) 

Montana’s Libby Dam Project: More 
Study Needed Before Adding Gen- 
erators and a Reregnlating Dam 
(EMDaO-25) 

River Basin Commissions Have Been 
Helpful, but Changes Are Needed 
(CEDaJ-69) 

Selected Water Sales Contracts 
(CEDaO-69) 

Water Supply Should Not Be an Ob- 
stacle to Meeting Energy Develop 
merit Goals 
(CED-BO;30) 

57 

59 

403 

51 

227 

54 

421 

53 

478 

434 

433 

432 

302 Conservation and Land Managomont 
Better Data Needed To Determine the 

Extent to Which Herbicides Should 
Be Used on Forest Lands 
(CED-8146) 70 

Changes in Public Laud Management 
Required To Achieve Congressional 
EXpeCtdOnS 
(CEDaOa2A) 71 

Continuation of the Resource Conser- 
vation and Development Program 
Raises Questions 
(CEDal-120) 217 

Continuing Need for a National 
Helium Conservation Policy 
(EMDal-91) 410 

Corps of Engineers’ Acquisition of 
Fish Hatchery Proves Costly 
(CEDaJ-109) 479 

Cost Estimate for the Currituck Outer 
Banks National Wildlife Refuge 
Needs Revision 
(CEDaJ-48) 60 

Facilities in Many National Parks and 
Forests Do Not Meet Health and 
Safety Standards 
(CED-SO-II5J 73 

Federal Land Acquisition and Man- 
agement Practices 
(CEDaJ-135) 430 

Lands in the Lake Cheian National 
Recreation Area Should Be Re- 
turned to Private Ownership 
(CEDaJ-JO) 426 

Proposed Forest Service Land 
Exchange Involving the Chat- 
tahoochie National Forest in Geor- 
gia 
ICED) 211 

The National Park Service Should 
Improve Its Land Acquisition and 
Management at the Fire Island 
National Seashore 
(CEDaJ-78) 429 

303 RoereatiDnal Rosoureos 
Are Agencies Doing Enough or Too 

Much for Archeological Preserva- 
tion? Guidance Needed 
(CEDaJhJ) 406 

Better Management of NationaI Park 
Concessions Can Improve Services 
Provided to the Public 
(CEDaO-102) 424 

Health and Safety Deficiencies Found 
at Water Recreation Areas 
(CEDaJI-88) 58 

National Direction Required for Effec- 
tive Management of America’s Fii 
and WddIife 
(CEDaJ-107) 422 

Need To Reexamine the Federal Role 
in Planning, Selecting, and Funding 
State and Local Parks 
(CEDaJ-32) 428 

304 Pollution Control and Abatometi 
Adequacy of EPA Resources and Au- 

thority To Carry Out Drinking 
Water Program Activities 
(CEDal-58) 

Air Quality: Do We Really Know 
What It Is? 
(CED-79-84) 

Better Monitoring Techniques Are 
Needed To Assess the Quality of 
Rivers and Streams: Volume I and II 
(CEDaJ-30) 

Billions Could Be Saved Through 
Waivers for Coastal Wastewater 
Treatment Plants 
(CEDaJI-68) 

Costly Wastewater Treatment Plants 
Fail To Perform as Expected 
(CEDaJ-9) 

EPA’s New Research Controls: Prob- 
lems Remain 
(CEDaGJ24) 

Hazardous Waste Disposal Methods: 
Major Problems With Their Use 
(CED-&2I) 

Hazardous Waste Facilities Within 
Interim Status May Be Endangering 
Pnblic He&h and the Environment 
(CEDaJ-158) 

Hazardous Waste Management Pro- 
grams Will Not Be Effective: 
Greater Efforts Are Needed 
ICED-79-i4) 

501 

492 

503 

505 

499 

507 

500 

509 

491 

959 



Budget Function Index 

Hazardous Waste Sites Pose Investiga- 
tion, Evaluation. Scientific. qnd 
L&al Problems 
(CED-81-57) 

Indoor Air Pollution: An Emerging 
Health Problem 
(CED-80-111) 

Many Water Quality Standard Viola- 
tions May Not Be Significant 
Enough To Justify Costly Preventive 
Actions 
(CED-80-86) 

Promising Changes Improve EPA’s 
Extramural Research; More 
Changes Needed 
(CED-81-6) 

Solid Waste Disposal Practices: Open 
Dumps Not Identified; States Face 
Funding Problems’ 
(CED-81-131) 

Wyoming Wastewater Treatment 
Facility Proves Unsuccessful 
(CED-81-94) 

306 Other Natural Resources 
Assessing the Impact of Federal and 

State Taxes on the Domestic Miner- 
als Industry 
(EMD-81-13) 

Congressional Guidance and Better 
Federal Coordination Would 
Improve Marme Mammal Manage- 
ment 
(CED-81-52) 

Domestic Aluminum Resources: 
Dilemmas of Development 
(EMD-80-63) 

Federal Industrial Targets and Pro- 
curement Guidelines Programs Are 
Not Encouraging Recycling and 
Have Contract Problems 
(EMD-81-7) 

Followup on the National Marine 
Fisheries Service’s Efforts To Assess 
the Quality of U.S.-Produced 
Seafood 
(CED-Sl-125) 

Managing Foreign Mineral Informa- 
tion Programs To Support Public 
Policy Analyses 
(EMD-81;32) 

Minerals Management at the Depart- 
ment of the Interior Needs Coordi- 
nation and Organization 
(EMD-81-53) 

Mining on National Park Service 
Lands-What Is at Stake 
(EMD-81-119) 

Need To Assess Quality of 
U.S.-Produced Seafood for Domes- 
tic and Foreign Consumption 
(CED-81-20) 

New Means of Analysis Required for 
Policy Decisions Affecting Private 
Forestry Sector 
(EMD-81~18) 

New Strategy Required for Aiding 
Distrcsszd SteeI Industry 
(EMD-81-291 

Phosphates: A Case Study of a VaIu- 
able, Depleting Mineral in America 
(EMD-8@21) 

666 

502 

497 

495 

498 

508 

506 

409 

84 

106 

111 

229 

141 

408 

413 

228 

165 

86 

145 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-81-6) 

350 Agriculture 
Grain Fumigation: A Multifaceted 

Issue Needing Coordinated 
Attention 
(CED-81-152) 

Need To Reevaluate Helistat Program 
Objectives and Progress 
(MASAD-81-31) 

351 Farm Income Stabiiiitlon 
Agriculture’s Set-Aside Programs 

Should Be Improved 
(CED-80-9) 

Alternatives To Reduce Dairy Sur- 
pluses 
(CED-80-88) 

An Assessment of Parity as a Tool for 
Formulating and Evaluating Agri- 
cultural Policy 
(CED-81~II) 

Corrective Action, Reported by De- 
partment of Agriculture on a Factor 
Involving Federal Rice Deficiency 
Payments, Has Not Been Imple- 
mented 
(CED-80-48) 

Lessons To Be Learned From Offset- 
ting the Impact of the Soviet Grain 
Sales Suspension 
(CED-sl-110) 

More Can Be Done To Protect Depos- 
itors at Federally Examined Grain 
Warehouses 
(CED-81~112) 

The Department of Agriculture Can 
Minimize the Risk of Potential Crop 
Failures 
(CED-81-75) 

353 Agrfdtural Research and Servlc8s 
Cooperative Extension Service’s Mis- 

sion and Federal Role Need Con- 
gressional CIaritication 
(CED-81~119) 

Department of Agriculture Should 
Have More Authority To Assess 
User Charges 
(CED-81-49) 

Family Farmers Need Cooperatives- 
But Some Issues Need To Be 
Resolved 
(CED-79-106) 

Federal Export Grain Inspection and 
Weighing Programs: Improvements 
Can Make Them More Effective and 
Less costly 
(CED&Ll5) 

Further Federal Action Needed To 
Detect and Control Environmental 
Conlamination of Food 
(CED-81~19) 

Grain Inspection and Weighing Sys- 
tems in the Interior of the United 
States-An Evaluation 
(CED#&) 

Improving Sanitation and Federal 
Inspection at Slaughter Plants: How 

62 

535 

212 

176 

178 

164 

218 

185 

172 

166 

174 

170 

194 

67 

196 

To Get Better Results for the 
Inspection DolIar 
(CEDal-118) 

Long-Range Planning Can Improve 
the Efficiency of Agricultural Re- 
search and Development 
(CED-81-141) 

Preserving America’s Farmland--A 
Goal the Federal Government 
Should Support 
(CED-79-109) 

Problems Plagued Department of 
Agriculture’s Grasshopper Control 
Program in 1979 
(CED-80-95) 

Weak Management in Animal Disease 
Control Program Results in Large 
Economic Losses 
(CED-81-96) 

353 Import-Export lssuas 
Federal Role in Developing Grain 

Subterminals Should Be Coordi- 
nated by USDA 
(CEDdl-101) 

370 Commerce and Housing Credit 
371 Mortgage Credii and Thrlff Insurance 

Formal Supervisory Process for Sav- 
ings and Loan Associations Should 
Be Strengthened 
(GGD-81-91) 

HUD Should Strengthen Mortgagee 
Monitoring To Reduce Losses 
(CED-81-108) 

HUD’s Payment of Distributive Shares 
From the Mutual Mortgage 
Insurance Fund 
(CED-8144) 

New Mortgages for Financing Homes 
Need Uniform and Comprehensive 
Consumer Safeguards 
(CEDal -53J 

ShalI FuIl Funding Be Applied to the 
Rental Assistance and Family Plan- 
ning Programs? 
(PADdO-16) 

The Federal Home Loan Bank Board 
Should Require Organizers of 
Mutual Associations To Pledge 
More Savings When the 
Association’s Likelihood for Success 
Is Questionable 
(GGD-81~92) 

376 Other Advancement and Regulation of 
Commerce 
After Six Years, Legal Obstacles Cnn- 

tinue To Restrict Government Use 
of the Standard Statistical Establish- 
ment List 
(GGD-79-17) 

Better Management of Collateral Can 
Reduce Losses in SBA’s Major 
Loan Program 
(CED-8I-123) 

Federal Examinations of Financial 
hstitntions: Issues That Need To Be 
Resolved 
(GGD-81~12) 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany lqections 
(GGD-H-79) 

208 

169 

187 

182 

103 

74 

519 

354 

345 

349 

190 

520 

230 

610 

517 

522 



Budget Function Index 450 Community and Regional Development 

Impact of Foreign Corrupt Practices 
Act on U.S. Business 
(AFMDal-34) 

Legislative and Regulatory Actions 
Needed To Deal With a Changing 
Domestic Telecommunications 
Industry 
(CEDal-136) 

Similar Business Assistance Programs 
of Two Federal Agencies Have 
Potential for Duplication 
(CED-SI-26) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-H-21) 

44Hl Transportation 
Programs for Ensuring the Safe Trans- 

portation of Hazardous Materials 
Need Improvement 
(CEDal-5) 

401 Ground Tmnsp&ation 
Better Targeting of Federal Funds 

Needed To Eliminate Unsafe 
Bridges 
(CEDal-126) 

Congressional Action Is Needed To 
Resolve the Northeast Corridor 
Cost-Sharing Dispute 
(CEDal-97) 

Conrail Needs To Further Improve 
Inventory Control and Management 
(CEDal+W) 

Consumers Need More Reliable Auto- 
mobile Fuel Economy Data 
(CEDai-133) 

Deteriorating Highways and La&ng 
Revenues: A Need To Reassess the 
Federal Highway Program 
(CEDai-42) 

Father Improvements Are Needed in 
Amtrak’s Passenger Service Con- 
tracts, but They Won’t Come Easily 
(CED-81-35) 

Highway Safety Grant Program 
Achieves Limited Success 
(CEDal-16) 

ICC Needs To Eliminate Improper 
Leasing Practices by Certificated 
Motor Carriers 
fcfzDa1-24j 

ICC’s Enforcement Program Can Be 
More Effeztive in Halting Vrolations 
and Preventing Their Recurrence 
(CEDaO-57) 

Inaeasing Commutig by Transit and 
Ridesharing: Many Factors Should 
Be Considered 
(CED-H-13) 

Soaring Transit Subsidies Must Be 
Controkd 
(CED-SI-28) 

The Trucking industry’s Federal 
Paperwork Burden Should Be 
RedUd 

(GGDal-32) 

Then? Is No Shoaage of Freight Cars- 
-Railroads Must Make Better Use of 
What They Have 
(CEDal-2) 

597 

513 

604 

156 

147 

466 

137 

457 

110 

465 

471 

468 

539 

Transportation Contingency Plans for 
Future Gas Shortages Will Not Meet 
Commuter Needs 
(CED-BI-79) 

402 Air Treneportation 
FAA Misses Opportunities To Discon- 

tinue or Red& Operating Hours of 
Some Airport Traffic Control 
Towers 
(CED-81~100) 

How To Improve the Federal Aviation 
Administration’s Ability To Deal 
With Safeti Hazards 
(CED-80-66) 

The Federal Aviation Administration 
Can Improve the Operation of Its 
General Aviation District Offices 
(CEDal-114) 

403 water Trensporuttion 
DOT Should Terminate Further 

LORAN-C Development and 
Modernization and Exploit the 
Potential of the NAVSTARMjlobaI 
Positioning System 
(MASADai-42) 

Ineffective Management of Ship Main- 
tenance-A Coast Guard Problem 
(LCD-81~12) 

The Coast Guard--Limited Rmurces 
Curtail Abihty To Meet Responsi- 
binties 
(CED-80-76) 

What Is a SmaIl Business? The Small 
Bustiess Administration Needs To 
Reexamine Its Answer 
(CED-78-149) 

404GroundTransporfation 
Communication and Management 

Problems Hinder the Planning Proc- 
ess for Major Mass Transit Projects 
(CED-79-82) 

Excessive Truck Weight: An Expen- 
sive Burden We Can No Longer 
Suppofi 
(CED-B-94) 

“Weight Bumping”-F&ifying House- 
hold Moving Weights To Increase 
Charges-What ICC Needs To Do 
(CED-79-75) 

4U5AirTW 
Aircraft Delays at Major U.S. Air- 

ports Can Be Reduced 
(CED-79-102) 

537 
dO70therT~ll 

Transportation Safety Board Could 

469 

135 

149 

151 

Improve its Plarmini Process 
(CEDaO-iOi) 

450 Community and Regional Dew+ 

Impact of Gasoline Constraints ShouId 
Be Gmsidered in Managing Federal 
Recreation Facilities 
(CEDal-iii) 

Most Borrowers of Economic Oppor- 
ttmity Lams Have Not Succeeded in 
Business 
(CED-SJ-3) 

470 

463 

452 

154 

456 

473 

472 

596 

475 

464 

536 

459 

546 

52 

603 

SBA’s Pilot Programs To Improve 
Guaranty Loan Procedures Need 
Further Development 
(CED-81-25) 

451 Community Development 
Evaluation of Alternatives for Fi- 

nancing Low and Moderate Income 
Rental Housing 
(PADaO-13) 

How To House More People at Lower 
Costs Under the Sectlon 8 New Con- 
struction Program 
(CEDal54) 

HUD Not FulfiUing Responsibility To 
Eliminate Lead-Based Paint Hazard 
in Federal Housing 
ICEDal-31) 

Lenient Rules Abet the Occupancy of 
Low income Housing by Ineligible 
Tenants 
(CED-S-74) 

Measuring Accomplishments Under 
the Business Xvelopment Assist- 
ante Program-More Accurate Veri- 
fication Recommended 
(CED-79-117) 

More Can Be Done To Measure 
HUD’s Success in Using MiIIions of 
Do&us for Rehabilitating Housing 
(CEDal-98) 

New-Home Buyers and Federal Agen- 
cies Benefit From Improved War- 
ranty Protection 
(CEDa1-45) 

The Community DeveIopment Block 
Grant Program Can Be More Effec- 
tive in Revitalizing the Nation’s 
Cities 
ICEDalI-76) 

The Surety Bond Guarantee Program: 
Significant Changes Are Needed in 
Its Management 
(CED-80;34) 

452 arm end Rsglmel oevelapmant 
Efforts To Improve Management of 

the SmaU Business Administration 
Have Been Unsatisfactory--More 
Aggressive Action Needed 
(CED-79-103) 

Financing RuraI Electric Generating 
Facilities: A Large and Growing 
Activity 
(CEDa&J4) 

Limited-Resource Farmer Loans: 
More Can Be Done To Achieve Pro- 
gram Goals and Reduce Casts 
(CEDal-144) 

Long-Term Economic PIanning Need- 
ed in OiI- and Gas-Producing States 
(PADalI-09) 

More Can Be Done To Ensure Tlmt 
Industrial Parks Create New Jobs 
(CEDai-7) 

Rural Electrification Administration 
Loans to Electric Distribution Sys 
terns: Policy Changes Needed 
iCEDa&52) 

SBA’s 7(j) Management Assistance 
Program--Changes Needed To 

606 

342 

352 

344 

346 

223 

350 

66 

347 

601 

599 

214 

192 

77 

224 

213 

661 



Budget Function index 

Improve Efficiency and Effective- 
ness 
(CED-81-149) 

SBA’s Progress in Implementing the 
Public Law 95-597 Subcontracting 
and Surety Bond Waiver Provisions 
Has Been Limited 
(CED-81-151) 

Sbould the Appalachian Regional 
Commission Be Used as a Mode1 for 
the Nation? 
(CED-79-50) 

Small Business Admini&ation Fran- 
Chi.WLQanS:RiskOfLOSSCanBe 

Redllced and Program Effectiveness 
Improved 
(CEDTW-~~) 

The Cooperative Extension Service 
Should Provide Farmers With More 
Information on Farm Credit Sources 
(CEDaO-45) 

The Farmers Home Admiuistratiorr’s 
Economic Emergency Loan Pro- 
gram Could Be More Effective 
(CED-8@84) 

453-w~aodbleureoee 
How Do Federal Agencies Assure 

That Disaster Loan Recipients 
Maintain Mandatory Flood 
Immrancc 
(CEDa&-IO, 

Poor Controls Over Federal Aid in 
Massachusetts After the 1978 Bliz- 
zard Caused Questionable Benefit 
Payments 
(CED-814) 

Terminating the Audit of the National 
Flood I nsnrance Frogram’s Fiscal 
1980 Facial Statements 
(AFMDal-93) 

c 
569 Mu&ion, Training, Employment 

aJKlsocialsenrlees 
Job Corps Should Strengthen Eligibii- 

ity Requirements and Fully fX.sclose 
Performance 
(HRD-79-60) 

Unemployment Insurance-Inequities 
and Work Disincentives in the 
Current System 
(HRD-79-79) 

501 Elatnentary, 6emndary, and Veea- 
ilomlEcbcf&tn 
Greater Use of Exemplary Education 

Programs Could Improve Education 
for Disadvantaged Children 
(HRDal-65) 

Stronger Actions Needed To Recover 
.$i%l Million in Defauited National 
Direst Student Loans 
(HRDal-124) 

Unanswered Questions on Edue@ng 
HandicappedchildreninLocalPub- 
Jic Schools 
(HRDal-43, 

Use of Vacant S&o& Could Provide 
Savings to Federal Construction 

fLz%28, 

613 

611 

226 

m 

216 

191 

600 

66 

515 

371 

372 

237 

239 

235 

234 

=w=- 
lke Guaranteed Student Loan Infor- 

mation System Needs a Thorough 
Redesign To Account for the Ea- 
pem&ure of Biions 
(HAD-81 -139) 

w4lreh~end~ 
A Single Federal Authority Is Needed 

for Establishing or Constructing 
Rehabilitation Facilities 
(HRD-79-84) 

Better Reevahuuions of Handicapped 
Persons in Sheltered Workshops 
Could Increase Their Opportunities 
for Competitive Employment 

(HRDa34, 
CETA Demonstration Provides Les- 

sons on Implementing Youth Prc- 

grams 
(HRDJI-I) 

Congress Should Scale Down Red- 
wood Employee Program Benefits 
(HRD-80-63) 

Department of Labor Needs To Give 
CETA Prime Sponsors More Guid- 
ance and Assistance for Implement- 
ing Monitoring Requirements 
(HRDaI-136, 

Labor Needs To Better Select, Moui- 
tor, and Evaluate Its Employment 
and Training Awardees 
(HRDai-III) 

Stronger Federal Efforts Needed for 
Providing Employment Opportuni- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRLMI -99, 

Weak Internal GmtroLs Make the De- 
partment of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud, Waste, and Abuse 
(AFMDa1-46) 

505otkI.abr6eNieae 
Administrative Changes Needed To 

Reduce Employment of Illegal 
Aliens h3 

(HRLMI-15) 
Changes Needed To Deter Violations 

of Fair Labor Standards Act 
(HRD-8160) 

Measurement of Homeownership 
Chts in the Consumer Price Index 
Should Be Changed 
(PADal-12) 

Service Contract Act Should Not 
Apply to service Employees of ADP 
and High-Technology Companies 
(HRDaMO2) 

The Federal Mediation and Concilia- 
tion Service Should Strive To Avoid 
Mediating Minor Disputes 
(HRDal-14) 

505soelelservkea 
Conditions of Older People: National 

Information System Needed 
(HRD-79-95, 

Early Childhood and Family Develop- 
ment Programs Improve the Quality 
of Life for Low-Income Families 
(HRD-7940) 

238 

240 

233 

375 

373 

379 

376 

368 

376 

365 

387 

367 

364 

521 

329 

263 

Head Start: An Effective Program but 
the Fund Distribution Formula 
Needs Revision and Management 
Controls Need Improvement 
(HRD-8l-B) 

How Federal Developmental Disabili- 
ties Programs Are Working 
(HRDa0-43) 

Increased Federal Efforts Needed To 
Better Identify, Treat, and Prevent 
Child Abuse and Neglect 
iHRD-80-66) 

Internal Control Weaknesses Contrib- 
uted to the Mismanagement and 
Misuse of Federal Funds at Selected 
Community Action Agencies 
(AFMDai-54) 

656 HnaltIt 
Health Service Program Needs Asscss- 

merits Found Inadequate 
(HRDa1-63) 

551tidtbceresenices 
Family Planning Clinics Can Provide 

Services at Less Cost but Clearer 
Federal Policies Are Needed 
(HRDaZ-68) 

Federal Funding for State Medicaid 
Fraud Control Units Still Needed 
(HRDal-2) 

Home Health Care Services-Tighter 
Fiscal Controls Needed 
(HRD-79-17) 

Hospitals in the Same Area Often Pay 
Widely Differeat Prices for Cornpa- 
r-able Supply Items 
(HRDab35) 

Improving Medicaid Cash Manage- 
ment Will Reduce Federal Interest 
costs 
(HRDal-94) 

Medicare Home Health Services: A 
Diflictdt Program To Control 
(HRDab155) 

Medicare’s Reimbursement Policies 
for Durable Medical Equipment 
Should Be Mod&d and Made More 
Consistent 
(HRDal-140) 

More Action Needed To Reduce 
Beneficiary ULderpayments 
(iiRD-81-126) 

Policies on U.S. Citizens Studying 
Medicine Abroad Need Review and 
Reappraisal 
(HRDal-32) 

Programs To Control Prescription 
Drug Costs Under Medicaid and 
Medicare Could Be Strengthened 
(HRDai-36) 

The Sudden Infant Death Syndrome 
Program He@ Families but Needs 
Improvement 
(HRD-81-25) 

VA Needs a Single System To Meas- 
ure Hospital Productivity 
(AFMDal-23) 

Will There Be Enough Trained Medi- 
cal Personnel in Case of War? 
(HRDaid7) 

297 

300 

299 

45 

295 

317 

397 

395 

306 

315 

313 

312 

311 

97 

309 

316 

623 

119 



Budget Function Index 600 income Security 

553 Preventlon and Control ot Health Prob 
leme 
Discussion of Selected Issues Affecting 

Federal Immunization Activities 
(HRD-80-52) 

Workers Could Save Billions 
(HRD-81-53) 292 

302 

Child Care Food Program: Better 
Management Will Yield Better 
Nutrition and Fiscal Integrity 
(CED-80-91) 200 

Need To Clarify IHS Responsibilities 
for Maintaining In&an Water and 
Sanitation Facilities 
(HRD-80-14) 

Tax Revenues Lost and Beneficiaries 
Inadequately Protected When 
Private Pension Plans Terminate 
(HRD-81-117) 444 

Efforts To Improve School Lunch 
Programs--Are They Paying Off? 
(CED-81.121) 206 

602 Federal Employea Retirement and Dls- 
ability 

Reducing Tooth Decay--More 
Emphasis on Fluoridation Needed 
(HRD-79-3) 

319 

115 

301 

390 

303 

93 

Civil Service Disability Retirement 
Program 
(FPCD-81-18) 577 

Compensation for Federal Employee 
Inluries: It’s Time To Rethink the 
Rules 
(HRD-79-78) 383 

Erroneous Supplemental Security 
Income Payments Result From 
Problems in Processing Changes in 
Recipients’ Circumstances 
(HRD-79-4) 327 

564 Health Planning end Construction 
Health Systems Plans: A Poor Frame- 

work for Promotmg Health Care 
Improvements 
(HRD-81-93) 

Flaws m Controls Over the Suppls- 
mental Security Income Computer- 
ized System Cause Millions In 
Erroneous Payments 
(HRD-79.104) 329 

Improvements Needed in Assessmg 
PenaltIes and Controlling Penalty 
Collections Resulting From OSHA 
Inspections 
(HRD-81-150) 

Cost of Increased Retirement Benefits 
for Panama Canal Employees 
(FPCD-81-42) 586 

Guyana Tragedy Pomts to a Neec’ for 
Better Care and Protection nt 
Guardianship Children 
(HRD-81-7) 321 

Need for More Effective Regulation of 
Direct Additives to Food 
(HRD-80-90) 

Federal Employees’ Compensation 
Act: Benefit Adjustments Needed 
To Encourage Reemployment and 
Reduce Costs 
(HRD-81-19) 386 

The Congress Should Mandate Forma- 
tion of a Military-VA-Civilian Con- 
tingency Hospital System 
(HRD-80-76) 

Injury Compensation Process Delays 
Prompt Payment of Benefits to Fed- 
eral Workers 
(HRD-81-123) 388 

HHS Ability To Effectively Implement 
Incentive Fundmg for State lnfor- 
mation Systems in the Aid to Fanw 
lies With Dependent Children Pro- 
gram 
(HRD-81-119) 335 

556 Edueatlon and Training ol Heelth Care 
Work Force 
Better Accountability Needed at the 

Medical University of South Caro- 
hna 
(AFMD-81-32) 

MultIpIe Problems With the 1974 
Amendments to the Federal 
Employees’ Compensation Act 
(HRD-79-80) 382 

HHS Moves To Improve Accurac) of 
AFDC Administrative Cost Alloca- 
tion: Increased Oversight Needed 
(HRD-81-51) 294 

Need for Overall Policy and Coordi- 
nated Management of Federal Re- 
tirement Systems (Volumes I & II) 
(FPCD-78-49) 2 

Income Maintenance Experiments: 
Need To Summarize Results and 
Communicate the Lessons Learned 
(HRD-81-46) 293 

Coordinating and Linking Programs 
Directed Toward Increasing the 
Numbers of Minority and Disadvan- 
taged Individuals in the Health Pro- 
fessions 
(HRD-81-87) 

289 
Some Cwil Service Retirees Sublect to 

“Catch 62” Are Not Being Identi- 
fied 
(FPCD-80-47) 

Insights Gained in Workfare Demon- 
stration Projects 
(CED-81-117) 205 

571 

96 

Major Factors Inhibit Expansion of the 
School Breakfast Program 
(CED-80-35) 201 

559 Consumer and Occupational Health 
and Safety 
Problems in Assessing the Cancer 

Risks of Low-Level Ionizing Radia- 
tion Exposure 
(EMD-81-l) 

Tightening Eligibihty Standards Could 
Cut Involuntary Retirement Costs 
by Millions of Dollars 
(FPCD-81-71) 594 

Millions Can Be Saved by Identifying 
Supplemental Security Income Re- 
cipients Owning Too Many Assets 
(HRD-81-4) 287 

99 

600 Income Security 
U.S. Income Security System Needs 

Leadership, Policy, and Effective 
Management 
(HRD-80-33) 

603 Unemployment Insurance 
Millions Can Be Saved by Improving 

the Productivity of State and Local 
Governments Admmistering Feder- 
al Income Maintenance Assistance 
Programs 
(A FMD-81-51) 

More Can Be Done To Improve the 
Department of Agriculture’s Com- 
modity Donation Program 
(CED-81-83) 203 

65 

IO 
604 Public Assistance and Other Income 

Supplements 
Action Needed To Avert Future Over- 

payments to States for AFDC Foster 
Care 
(HRD-81-73) 

Need To Prevent Windfall Benefits to 
Supplemental Security Income Re- 
cipients 
(HRD-80-44) 332 

601 General Retirement and Dlsabllity 
Insureme 
Funding of State and Local Govern- 

ment Pension Plans: A National 
Problem 
(HRD-79-66) 

Need for HEW To Recover Federal 
Funds in Uncashed AFDC Checks 
(HRD-79-68) 328 

322 

389 
Implementing GAO’s Recommenda- 

tions on the Social Security Admin- 
istration’s Programs Could Save Bil- 
lions 
(HRD-81-37) 

Action Needed To Resolve Problem of 
Outstanding Supplemental Security 
Income Checks 
(HRD-81-58) 

Observations on Selected Aspects of 
School Lunch Program Admimstra- 
tion 
WDJ 202 

285 

Keeping the Railroad Retirement Pro- 
gram on Track--Government and 
Railroads Should Clarify Roles and 
Responsibilities 
(HRD-81-27) 

Better Management Information Can 
Be Obtained From the Quality Con- 
trol System Used in the Aid to Fami- 
lies With Dependent Children Pro- 
gram 
(HRD-80-80) 

290 

333 

Social Security Should Improve Its 
Collection of Overpayments to Sup- 
plemental Security Income Recipi- 
ents 
(HRD-79-21) 326 

291 

Social Security Should Obtain and Use 
State Data To Verify Benefits for 
All Its Programs 
(HRD-80-4) 330 

Revising Social Security Benefit For- 
mula Which Favors Short-Term 

Changes Needed To Prevent Com- 
muters and Transients From Recew 
ing Supplemental Security Income 
(HRD-80-15) 331 

State Advance Payments to Aid to 
Families With Dependent Children 



600 Income Security Budget Function Index 

Recipients Are Inconsistent With 
Federal Regulations 
(HRD-80-50) 

States’ Efforts To Detect Duplicate 
Public Assistance Payments 
(HRD-81-133) 

The Davis-Bacon Act Should Be 
Repealed 
(HRD-79-18) 

The Special Supplemental Food Pro- 
gram for Women. Infants, and Chil- 
dren (WlC)--How Can It Work 
Better? 
(CED-79-55) 

VA Improved Pension Program: Some 
Persons Get More Than They 
Should and Others Less 
(HRD-80-61) 

Weaknesses in the Planning and Utili- 
zation of Rental Housing for 
Persons in Wheelchairs 
(CED-81-45) 

Welfare Payment Reduced: An Im- 
proved Method for Detecting 
Erroneous Welfare Payments 
(GGD-78-107) 

700 Veterans Benefits and Services 
702 Veterans Education, Training, and 

Rehabllltatlon 
Legislation Plus Aggressive Action 

Needed To Strengthen VA’s Debt 
Collection 
(HRD-81-5) 

703 Hospital and Yadlcal Care for Veterans 
Better Guidelines Could Reduce VA’s 

Planned Construction of Costly 
Operating Rooms 
(HRD-81-54) 

Cost of VA Medical Care to Ineligible 
Persons Is High and Difficult To 
Recover 
(HRD-81-77) 

Providing Veterans With Service- 
Connected Dental Problems Higher 
Priority at VA Clinics Could Reduce 
Fee-Program Costs 
(HRD-81-82) 

VA Home Care Program Is a Cost- 
Beneficial Alternative to Institu- 
tional Care and Should Be 
Expanded 
(HRD-81-72) 

705 Other Veterans Bandits and Services 
Planned Expansion of Hines Supply 

Depot Has Not Been Justified 
(PSAD-80-31) 

750 Administratfon of Justice 
Police Forces in the District of Colum- 

bia Can Improve Operations and 
Save Money 
(GGD-79-16) 

751 Federal Law Enforcement Actlvlties 
Asset Forfeiture--A Seldom Used Tool 

in Combatting Drug Trafficking 
(GGD-81-51) 

Better Communication Could Have 
Enhanced Enforcement of Federal 
Oil Pricing Regulations 
(GGD-81~60) 

284 

366 

381 

199 

621 

346 

481 

622 

624 

627 

626 

625 

619 

144 

361 

101 

From Quantity to Quality: Changing 
FBI Emphasis on Interstate Proper- 
ty Crimes--A Supplement 
(GGD-80-43(A)) 

From Quantity to Quality: Changing 
FBI Emphasis on Interstate Proper- 
ty Crimes 
(GGD-80-43) 

Gains Made in Controlling Illegal 
Drugs, Yet the Drug Trade Flour- 
ishes 
(GGD-80-4) 

Ship Manifest Laws Need To Be 
Administered in a More Consistent, 
Less Burdensome Manner 
(GGD-80-22) 

Special Agents Should Be Phased Out 
as FBI Crime Laboratory Examiners 
(GGD-80-60) 

The Multi-State Regional Intelligence 
Projects--Who Will Oversee These 
Federally Funded Networks? 
(GGD-81-36) 

752 Federal Litigatlve and Judicial Activi- 
ties 
Better Management Can Ease Federal 

Case Backlog 
(GGD-81-2) 

Better Management Needed in 
Automating the Federal Judiciary 
(GGD-81-19) 

Congress Should Clarify the Speedy 
Trial Act To Resolve Differing 
Interpretations 
(GGD-81-I) 

More Guidance and Supervision Need- 
ed Over Federal Grand Jury 
Proceedings 
(GGD-81-18) 

Reducing Federal Judicial Sentencing 
and Prosecuting Disparities: A Sys- 
temwide Approach Needed 
(GGD-78-112) 

The Federal Bail Process Fosters Ineq 
uities 
(GGD-78-105) 

753 Federal Correctional Activities 
Jail Inmates’ Mental Health Care 

Neglected; State and Federal Atten- 
tion Needed 
(GGD-81-5) 

The Bureau of Prisons’ Actions Since 
the Danbury Fire 
(GGD-81-52) 

Women in Prison: Inequitable Treat- 
ment Requires Action 
(GGD-81-6) 

500 General Government 
Funding Gaps Jeopardize Federal 

Government Operations 
(PAD-81-31) 

The Financial Disclosure Process of 
the Legislative Branch Can Be Im- 
proved 
(FPCD-81-20) 

801 Legislative Functions 
Agency Printing Plants--Choosing the 

Least Costly Option 
(PLRD-81-31) 

363 

362 

125 

450 

364 

359 

41 

477 

357 

132 

38 

476 

116 

360 

358 

31 

583 

34 

802 Executive Dlrection and Management 
Agencies Should Disclose Consultant’s 

Roles in Preparing Congressionally 
Mandated Reports 
(FPCD-80-76) 

Bank Secrecy Act Reporting Reqmre- 
ments Have Not Yet Met Expecta- 
tions, Suggesting Need for Amend- 
ment 
(GGD-81-801 

Civil Servants and Contract Employ- 
ees: Who Should Do What for the 
Federal Government? 
(FPCD-81-43) 

Department of Labor Has Failed To 
Take the Lead m Promoting Private 
Sector Productivity 
(AFMD-81-10) 

Determining Federal Compensation: 
Changes Needed To Make the 
Processes More Equitable and 
Credible 

(FPCD-80-17) 
Disparate Management of Small Arms 

by Federal Civil Agencies 
(LCD-&d) 

Federal Budget Outlay Estimates: A 
Growing Problem 
(PAD-79-201 

Government-Wide Guidelines and 
Management Assistance Center 
Needed To Improve ADP Systems 
Development 
(AFMD-81-20) 

Implementation: The Missing Link in 
Planning Reorganizations 
(GGD-81-57) 

Increased Agency Use of Efficiency 
Guidelines for Commercial Activi- 
ties Can Save Millions 
(FPCD-81-78) 

Increased Productivity Can Lead to 
Lower Costs at Federal Hydroelec- 
tric Plants 
(FGMSD-79-15) 

Problems With the Dissemination of 
Information on Federal Assistance 
Programs 
(GGD-80-32) 

State and Local Government Produc- 
tivity Improvement: What Is the 
Federal Role? 
(GGD-78-104) 

Stronger Federal Effort Needed To 
Foster Private Sector Productivity 
(AFMD-81-29) 

803 Central Fiscal Operations 
Unsupported Yearend Obligations 

Overstate the Progress of Assisted 
Housing 
(PSAD-80-41) 

123 

130 

557 

366 

139 

554 

6 

26 

556 

560 

56 

551 

104 

81 

340 

804 General Property and Records Man- 
agement 
Civil Agencies Should Save Millions by 

Recovermg Silver From Photo- 
graphic Wastes 
(PLRD-81-48) 36 

Coast Guard Personnel Records 
Storage Areas Need Fire Protection 
Systems 
(GGD-81-72) 474 

664 



Budget Function Index 808 General Government 

Comptroller of the Currency Needs 
Authority To Dispose of Property 
Remaining From Failed National 
Banks 
(GGD-81-94) 

Costs and Budgetary Impact of the 
General Services Administration’s 
Purchase Contract Program 
(LCD-80-7) 

DOD Should Give Better Guidance 
and Training to Contractors Who 
Classify National Security Informa- 
tion 
(PLRD-X1-3) 

FCC Did Not Act in the Government’s 
Best Interest in Acquiring Leased 
Space 
(PLRD-81-39) 

Federal Home Loan Bank Board’s 
Management of Its Procurement 
Activities Should Be Improved 
(PLRD-81-18) 

GSA Can Do More To Ensure Leased 
Federal Offtce Space Meets Its 
Ftresafety Criteria 
(PLRD-81-8) 

GSA Is Overly Restrictive in Its Imple- 
mentation of the National Urban 
Policy in Fort Smith. Arkansas 
(LCD-80-26) 

GSA’s Cleaning Costs Are Needlessly 
Higher Than in the Private Sector 
(AFMD-81-78) 

GSA’s Management of Reimbursable 
Building Services Needs Improve- 
ment 
(PLRD-81-46) 

Knoxville Expo ‘82: Why Changes Are 
Needed in Law on Reuse of U.S. 
Pavilions at International Exposi- 
tions 
(PLRD-81-11) 

Oversight of the Government’s Secu- 
rity Classification Program--Some 
Improvement Still Needed 
(LCD-81-13) 

Program To Improve Federal Records 
Management Practices Should Be 
Funded by Direct Appropriations 
(LCD-80-68) 

Protection and Prompt Disposal Can 
Prevent Destruction of Excess Facil- 
ities in Alaska 
(LCD-80-96) 

Systematic Review for Declassification 
of National Security Information-- 
Do Benefits Exceed Costs? 
(LCD-H-3) 

What Has GSA Done To Resolve Pre- 
viously Reported Problems in Its 
Construction Program? 
(PLRD-81-7) 

8u5 Central Personnel Management 
Achieving Representation of Minori- 

ties and Women in the Federal 
Work Force 
(FPCD-81-5) 

Action Needed To Eliminate Delays in 
Processing Civil Service Retirement 
Claims 
(FPCD-81-40) 

446 

529 

92 

512 

518 

532 

530 

525 

534 

219 

44 

526 

91 

52% 

531 

575 

590 

Actions Needed To Enhance the 
Credibility of Senior Executive Serv- 
ice Performance Award Programs 
(FPCD-81-65) 

An Evaluation of the Organizational 
Relationship of the Office of Human 
Development Services and the Ad- 
ministration on Aging 
(FPCD-81.41) 

Changes Needed in Calculation of 
Reduction in Civil Service Annuities 
for Survivor Benefits 
(FPCD-81.35) 

Civil Service Commission Should 
Correct Weaknesses in Its 
Automatic Data Processing Policies 
and Practices 
(FPCD-78-94) 

Cost-of-Living Allowances for Federal 
Employees in Nonforeign Areas 
Should Be Based on Spendable 
Income 
(FPCD-81-48) 

Evaluattons Called for To Monitor and 
Assess Executive Appraisal Systems 
(FPCD-81-55 ) 

Federal Employees Excluded From 
Certain Provisions of Civtl Service 
Reform Act of 1978 
(FPCD-81-28) 

Federal Executive Pay Compression 
Worsens 
(FPCD-80-72) 

Federal Grievance Arbitration Prac- 
tices Need More Management 
Attention 
(FPCD-81-23) 

Federal Life Insurance Changes Would 
Improve Benefits and Decrease 
costs 
(FPCD-81-47) 

Federal Merit Pay: Important Con- 
cerns Need Attention 
(FPCD-81-9) 

Federal Pay-Setting Surveys Could Be 
Performed More Efficiently 
(FPCD-81-50) 

Federal Work Force Planning: Time 
for Renewed Emphasis 
(FPCD-81-4) 

Lack of Action on Proposals To 
Resolve Longstanding Problems in 
Investigations of Federal Employees 
(FPCD-79-92) 

Most Federal Employees on the Job 40 
Hours or More Weekly: Tighter 
Controls Among Proposals for 
Those Who Work Less 
(FPCD-79-24) 

Pay for Holidays Under Compressed 
Work Schedules 
(FPCD-80.21) 

Personnel Conversions During 
Presidential Transition: Improved 
Momtoring Needed 
(FPCD-81-51) 

Problems in Developing and Imple- 
menting a Total Compensation Plan 
for Federal Employees 
(FPCD-81-12) 

595 

323 

581 

567 

587 

591 

584 

572 

505 

592 

502 

589 

578 

569 

568 

570 

508 

576 

Problems With the Small Business Ad- 
ministration’s Merit Appraisal and 
Compensation System 
(FPCD-81-74) 

Serious Problems Need To Be Correct- 
ed Before Federal Merit Pay Goes 
Into Effect 
(FPCD-81.73) 

The Alternative Work Schedules 
Experiment: Congressional Over- 
sight Needed To Avoid Likely Fail- 
ure 
(FPCD-81-Z) 

The Office of the Special Counsel Can 
Improve Its Management of 
Whistleblower Cases 
(FPCD-81-10) 

Voluntary Early Retirements in the 
Civil Service Too Often Misused 
(FPCD-81-S) 

Ways To Improve Federal Manage- 
ment and Use of Productivity Based 
Reward Systems 
(FPCD-81.24) 

606 Other General Government 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Projects 
(LCD-81-7) 

Federal Assistance System Should Be 
Changed To Permit Greater 
Involvement by State Legislatures 
(GGD-81-3) 

Federal Capital Budgeting: A Collec- 
tion of Haphazard Practices 
(PAD-81-19) 

Government Measures of Private- 
Sector Productivity: Users Recom- 
mend Changes 
(FGMSD-SO-#51 

Improving the Productivity of Federal 
Payment Centers Could Save Mil- 
lions 
(FGMSD-80-13) 

Increased Productivity in Processing 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMD-81-18) 

Need for Better Policy and Control 
Over Public Information Requests 
(GGD-81-70) 

Procedures To Adjust 1980 Census 
Counts Have Limitations 
(GGD-81.28) 

Proposals for Improving the Manage- 
ment of Federal Travel 
(FPCD-81-13) 

Proposed Changes in Federal Match- 
ing and Maintenance of Effort 
Requirements for State and Local 
Governments 
(GGD-81-7) 

The Comptroller of the Currency 
.Should Decide the Extent to Which 
His Action Control System Is Need- 

;:GD-81-93) 
The Environmental Protection Agency 

Needs To Better Control Its Grow- 
ing Paperwork Burden on the Public 
(GGD-81-40) 

612 

593 

573 

24 

579 

:’ 

580 

15 

-. 

20 

29 

79 

B 

89 

549 

221 

23 

22 

447 

504 

555 



BOO General Government Budget Function Index 

807 Tax Admlnlrtratlon 
Billions of Dollars Are Involved in 

Taxation of the Life Insurance 
Industry--Some Corrections in the 
Law Are Needed 
(PAD-81~I) 

How Taxpayer Satisfaction With IRS 
Handling of Problem Inquiries 
Could Be Increased 
(GGD-79-74) 

Illegal Tax Protesters Threaten System 
(GGD-81-83) 

IRS Can Expand and Improve Com- 
puter Processing of Information 
Returns 
(FGMSD-81-4) 

IRS Could Better Protect U.S. Tax 
Interests in betermining the Income 
of Multinational Corporations 
(GGD-81-81) 

Potential Problem With Federal Tax 
System Postemployment Conflicts of 
Interest Can Be Prevented 
(GGD-81-87) 

Streamlining Legal Review of Criminal 
Tax Cases Would Strengthen 
Enforcement of Federal Tax Laws 
(GGD-81-25) 

850 General Purpose Fiscal Assist- 
ance 
851 General Revenue Sharing 

Alternatives for Achieving Greater 
Equities in Federal Land Payment 
Programs 
(PAD-79-64) 

The Revenue Sharing Act’s 1976 
Amendments: Little Effect on 
Improving Administration and 
Enforcement of Nondiscrimination 
Provisions 
(GGD-81-9) 

852 0th~ Gsnsral Purpose Fiscal Asalat- 
rnce 
Delays in Developing and Implement- 

ing the District of Columbia Gov- 
ernment’s Elements of a Compre- 
hensive Plan for the National Capi- 
tal 
(GGD-80-18) 

District Needs To Improve the Process 
for Identifying Misuse of Its Medi- 
caid Program 
(GGD-81-78) 

Federal Payment to the District of 
Columbia: Experience Since Home 
Rule and Analysis of Proposals for 
Change 
(GGD-81-67) 

Improved Collections Can Reduce 
Federal and District Government 
Food Stamp Program Costs 
(GGD-8131) 

Some Restructuring Needed in 
District’s Contracting Program To 
Serve Minority Businesses 
(GGD-81-68) 

The District of Columbia Government 
Should Determine Its Work Force 
Needs 
(FPCD-79-21) 

442 

438 

440 

439 

1001 Automatic Data Processing 
Continued Use of Costly, Outmoded 

Computers in Federal Agencies Can 
Be Avoided 
(AFMD-81-9) 

Contracting for Computer Software 
Development--Serious Problems 
Require Management Attention To 
Avoid Wasting Additional Millions 
(FGMSD-80-4) 

Department of Agriculture Needs 
Leadership in Managing Its Infor- 
mation Resources 
(CED-81-116) 

Electronic Funds Transfer--Its Poten- 
tial for Improving Cash Manage- 
ment in Government 
(FGMSD-80-80) 

443 

127 

129 

420 

445 

480 

484 

405 

402 

406 

480 

Federal Agencies’ Maintenance of 
Computer Programs: Expensive and 
Undermanaged 
(AFMD-81-25) 28 

Fragmented Management Hinders 
GSA Ability To Acquire Internal 
ADP Resources 
(AFMD-81-74) 524 

Most Federal Agencies Have Done 
Little Planning for ADP Disasters 
(AFMD-81-16) 21 

National Bureau of Standards Needs 
Better Management of Its Computer 
Resources To Improve Program 
Effectiveness 
ICED-79-39) 487 

Opportunities Still Exist To Better Use 
the Mint’s Data Processing Center 
(GGD-81-64) 437 

Reservation and Award of Section 8(a) 
Small Business Act Contracts to 
Arcata Associates 
(AFMD-81-33) 607 

Review of DOT’s Response to Recom- 
mendations in the Senate Report on 
FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-66) 461 

Review of DOT’s Response to Recom- 
mendations in the Senate Report on 
FAA’s En Route Air Traffic Control 
Computer System 
(AFMD-81-67) 462 

Review of General Services Adminis- 
tration’s Acquisition of ADP Re- 
sources 
(AFMD-81-21) 159 

Secret Service Has More Computer 
Capacity Than It Needs 
(CGD-81-43) 451 

Social Security Needs To Better Plan, 
Deveiop, and Implement Its Major 
ADP Systems Redesign Projects 
(HRD-81-47) 288 

VA Must Strengthen Management of 
ADP Resources To Serve Veteran’s 
Needs 
(FGMSD-80-60) 

Wider Use of Better Computer Soft- 
ware Technology Can Improve 
Management Control and Reduce 
costs 
(FGMSD-8038) 

620 

12 

19 

1011 Security of ADP Systems 
Review of GSA’s Acquisition of ADP 

Resources 
(AFMD-81-15) 157 

1005 Impoundment Control Act of 
1974 

Budget Formulation: Many 
Approaches Work but Some 

7 Improvements Are Needed 
(PAD-80-31) 9 

Federal Budget Concepts and Pro- 
cedures Can Be Further 

167 Strengthened 
(PAD-81-36) 555 

President’s Sixth Special Message for 
N 1981 

435 (OGC-81-7) 32 

1006 Nondiscrimination and Equal 
Opportunity Programs 

Equal Employment Opportunity Com- 
mission Needs To Improve Its Ad- 
ministrative Activities 
(HRD-81-74) 

Further Improvements Needed in 
EEOC Enforcement Activities 
(HRD-81-29) 

Need To Determine Whether Existing 
Federal Programs Can Meet the 
Needs of Women Entrepreneurs 
(CED-81-90) 

1007 Procurement--Other Than 
Defense 

Civil Agencies Can Improve the Per- 
formance of Technical Evaluations 
(PSAD-81-9) 

Contract Conditions and Specifications 
Unduly Restricting Competition 
(GGD-81-39) 

Contract Overpriced and Established 
Pricing Regulations and Procedures 
Not Followed 
(MASAD-81-16) 

Electromc Scale Procurement Needs 
Revision 
(GGD-81-53) 

Information on U.S. Coast Guard’s 
Decision To Purchase M/V Cowslip 
Vessel 
KED-81-128) 

Review of Government-Wide Con- 
tracting Systems for Film and Video- 
tape Productions 
(PLRD-81-61) 

Should Small Purchases Be Exempt 
From Complying With Social and 
Economic Program Requirements? 
(PSAD-80-77) 

Still No Progress in Implementing 
Controls Over Contracts and Grants 
With Indians 
(CED-81-122) 

1008 Congressional Information Sew 
ices 

Better Investment Decisions Can Save 
Money at GSA and FAA 
(PLRD-81-30) 

Need for NASA To Provide Congress 
More Complete Cost Information 

510 

124 

609 

76 

617 

460 

618 

455 

37 

553 

417 

152 

666 
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on Its Projects 
(PSADlw-7) 

Spending Authority Recordings in 
Certain Revolving Funds Impair 
Congressional Budget Control 
(PAD&29) 

1100 Financial ManagementandIIlfor- 
mationsystems 

Evaluation of the Department of 
Energy’s Ofiicc of Iqector Gen- 
eral 
(EMD-tUJ-29) 

Fraud in Government Programsz How 
ExtensiveIsItandHowCanItBe 
Controlled (Vohrme I) 
(AFMDxW57) 

Quality Civil Legal Services for the 
Poor and Near Poor Are Possible 
nrough Improved prolctivity 
(FGMSD-79-46) 

ii01 &xmmtmgSyatmminOpeia&n 
Action Being Taken To Correct 

Weaknesses in the Rehabilitation 
Lam Program 
(FGMSD-B-14) 

Bureau of Indian Affairs Violated 
Antideficiency Act in 19il 
(FGMSD-8O-LB) 

Continuing and Widespread 
Weaknesses in Internal Controls 
Result in Losses Through Fraud, 
Waste, and Abuse 
(FGMSDW) 

Delays in Implementing the Depart- 
meat of Housing and Urban Devel- 
opment’s Acconnung System for Its 
Mortgage Insurance Program 
(FGMSD-8&37) 

Estabhshing Development Ceihngs for 
Atl National Park Service Units 
(AFMD-81~31) 

Fundamental Changes Needed To 
Achieve Shared Support Services for 
Federal Agencies Overseas 
(10-81-37) 

HEW Must Improve Control Over BB 
lions in Cash Advances 
(FGMSD40-4) 

Housing and Urban Development’s 
Efforts To Improve Its Accounting 
System for Mortgage Insurance 

(FGiUSD-&-27) 
HUD Should Make Immediate 

Changes in Accounting for 
Secretary-Held MuMfamily Mort- 

gaga 
(FGMSD-80-43) 

Inappmpriate Use of an Indian Trust 
Fund To Subsidize BIA Activities 
(FGMSD-80-78) 

Jii of Congress’ Revolving Trust 
Funds 
(FGMSD-8076) 

Oil and Gas Royalty Collectious-- 
Serious Financial Management 
Problems Need Congressional 
Attention 
(FGMSD-79-24) 

542 

13 

245 

33 

540 

355 

415 

14 

336 

427 

396 

324 

339 

341 

416 

541 

419 

The Federal Investment in Amtrak’s 
Assets ShotrId Be Secured 
(PAD-H-32) 

Weaknesses in IntcrnaI Frnancial and 
Accounting Controls at DOE 
Accounting Stations 
(AFMD-SI-106) 

454 

279 

Status, Progress, and Problems in Fed- 
eral Age&y Acconnting During FS 
C3l1980 
(AFMD&58) 

llu3kllemdAuQt 
Disappoint Progress in Improving 

Systems for Resolving Billions in 
Andit Fmdings 
(AFMDZW27) 

More-And Better-Audits Needed of 
CETA Cirant Recipients 
(FGMSD&-I) 

1106 Ftegulatcq Aacunting Rules and 
-Repc* 
Accounting Changes Needed in the 

Railmad Industry 
(AFMDal-26) 

Independent Regulatory Agencies C&I 
Reduce Paperwo:k Burden on 

Industry 
(AFMD-81-70) 

Millions Wasted Trying To Develop 
Major Energy Information System 
(AFMDal40) 

35 

25 

391 

160 

559 

264 

667 
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