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M. Chairman and Menbers of the Commttee:

| am pleased to be here to discuss with you some of the issues
surroundi ng government reorgani zati on. ch attention is being
focused today on inproving the delivery of services to the
Anerican people by identifying and elimnating inefficiefncies in
the way the executive branch is organized to operate. twll b
a conplicated challenge, however--one nmade even more conplicated
by the fact that we are in a period of governnent downsizing and
budgetary pressures. Big changes are loomng for the federal
governnent, as trillion-dollar budget-reduction proposals in both
houses have nade perfectly clear. Wile budget Treduction and
elimnating redundancy are driving the reorganization agenda for
the nonment, difficult choices remain to define both the role of

government and the right organizational structures for delivering
services to the public.

The current structure of governnent grew up over tine and as a
result of decisions that, at various junctures, were based on
specific needs or problens. Qur recent reports relating agency
spending and personnel levels to budget functions show just how
conplex the delivery of services has become.' Wat our charts
cannot capture, however, are the intricacies of the political
environment in which the system has and will continue to evolve.
Political considerations wll, of necessity, influence any
attenpt by Congress to reorganize the federal governnent.

We have identified sone useful principles that you may wish to
keep in mind as you proceed. Based on our observation of other
efforts to reorganize or streanline government in the past--both
here and outside the United States--these principles are:

° Reor gani zation demands an integrated approach.

° Reor gani zation plans should be designed to achieve specific,
i dentifiable goals.

° Once the goals are identified, the right vehicle(s) nust be
chosen for acconplishing them

° Inpl enentation is critical to the success of any
reorgani zation.

o Oversight is needed to ensure effective inplenmentation.

'Budget Function Cassification: Agencv Spending and Personnel
Levels for Fiscal Years 1994 and 1995 (GAQ Al MD-95-115FS, April
1995); and Budget Function Qassification: Agency Spendi ng " by

Subfunction and Chject Categorv, Fiscal Year 1994 (GAQ Al MD 95-
116FS, May 1995).




REORGANI ZATI ON DEMANDS AN’ | NTEGRATED APPROACH

The <case for reorganizing the federal governnent is an easy one
to make. Many departnents and agencies were created in a
different time and in response to problens very different from
t oday' s. Many  have accunulated responsibilities beyond their
original purposes. As new challenges arose or new needs were
identified, new prograns and responsibilities were added to
departments and agencies with insufficient regard to their
effects on the overall delivery of services to the public. In
the absence of an integrated approach, situations such as the
following have evol ved. Each of these has been highlighted in
GAO reports or testinonies:

° The federal food safety system Wwhich took shape under as
mny as 35 laws and is admnistered by 12 different
agencies, does not effectively protect the public from najor
foodborne illnesses.' The system |acks coherence because
the basic structure was created and continues to operate in
a pieceneal fashion and in response to specific health
threats from particular food products. Not surprisingly,
efforts to address food safety issues are hanpered by
I nconsi st ent over si ght and  enforcenent authorities,

i nefficient resource use, Iineffective coordination efforts,
and inflexible and outdated inspection practices.

° The federal government has 163 separate enploynent traini ng
programs scattered across 15 departnents and agencies and 40
interdepartnental offices, Wwhich in turn channel funds to
state and local program adnministrators. dven the size and
structure of these and other welfare prograns, the
vulnerability to fraud, waste, and abuse is considerable.
Moreover, little is known about the effectiveness of nany of
these  prograns; nost of the agencies that admnister
enpl oyment training prograns cannot say if these prograns
are actually helping people to find jobs.3

° The federal government funds over 90 early childhood
programs in 11 federal agencies and 20 offices. The
Department of Health and Human Services runs 28 of these
programs, while the Department of FEducation runs 34. C the
key prograns we identified, 13 targeted econonmcally
di sadvantaged children from birth through age 5--neaning

*See, for exanple,

I ety fied - :
Svstem Needed to Enhance Food Safetv (GAQ T-RCED94-71, Nov. 4,
1993).

3 Mitiple Enpl ovnent Training Programs: Mior Overhaul Needed to

Reduce  Costs, Streaniine the Bureaucracy, and Inprove Results
(GAQ T- HEHS- 95- 53, Jan. 10, 1995) .
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that 1 disadvantaged child could potentially have been
eligible for as many as 13 federal prograns. And yet many
of these prograns reported serving only a portion of their
target populations and nmaintaining long waiting lists for
servi ces. Further, in 1990 (the nost recent year for which
conprehensive data were available), nost disadvantaged
preschool -aged children did not participate in any type of
preschool program*

Exanples like these tell us a few things. First, they tell us
that the lack of an integrated approach to governnent |eads to
redundancy and waste. They tell us that the governnent can nake
huge efforts to provide services to the public, yet still fall
far short of its intentions because of faulty coordination of its
efforts within and across agency lines. And they tell us that
those who pay the biggest price for a tangled bureaucracy are the
t axpayers, who deserve nuch better.

Under the circunstances, it is not surprising that new proposals
are being heard to reorgani ze the executive branch. The
admnistration has taken the National Performance Review beyond
its initial examnation of how governnent should operate to
asking questions about what it should be doing. By the end of
April 1995, this had already led to restructuring "proposals for
10 major agencies,® with the Departnent of Health and Hunman
Services added just last week. In Congress, committees in both
Houses have gone even farther, nobilizing to study and nmke far-
reaching decisions on the role of government, its basic
functions, and organizational structures. Today's hearing is
testimony to this commttee's overriding intereSt in these
fundamental i ssues.

The inportance of seeing the overall picture cannot be

overesti nat ed. For exanple, consider our own work on the role
and mssions of the Departnent of Energy (DCE). W testified®
that DOE's mission and priorities have changed over the years,
making DOE very different from what it was 1n 1977 when it was
created in response to the nation's energy crisis. \hile ener gy
research, conservation, and policynaking dom nated early
priorities, weapons production and now environnental cleanup
overshadow its budget. New missions in science and industrial
conpetitiveness have energed. In addition, DOE suffers from

4 Early Chil dhood Prograns: Miultiple Prograns and Overl appi nq
Target Goups (GAQ/HEHS- 95-4FS, Cct. 31, 1994).

5 Governnent Reform A0 s Comments on the National Performance
Review (GAQ T-GaD-95-154, May 2, 1995).

6 Departnent of Enersv. Need to Reevaluate Its Role and M ssions
(GAQ T- RCED- 95-85, Jan. 13, 1995).
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significant nmanagement problens. W believe that any discussion
of major restructuring within DOE should start with basic
questions about the need for, and the best place for

i mpl ementing, each mssion.

But these questions cannot be considered without a view to the
broad context within which these mssions are carried out.
Deciding on the best place to nanage DCE missions involves an
assessnent of the advanta?es and di sadvantages of various
structures on the basis of their potential for achieving the
mssions and gaining efficiency. Potential efficiency gains from
moving parts of DCE to other agencies need to be bal anced apai nst
the policy reasons that led to the original structure. Mving
DOE mssions to other federal entities--such as assigning the
weapons conplex to the Department of Defense--will clearly affect
the missions of each "gaining" agency. In addition, sone” DOE

n ssions--in science, education, technology conpetitiveness, and
environmental waste, for exanple--mght best be conbined with

m ssions from other agencies.

In short, one cannot wunderestinmate the interconnectedness of
governnent structures and activities. Mke changes here, and you
will certainly affect something over there. And just as the |ack
of an overall vision created nmany of the inefficiencies that
exist in the federal governnent today, reorganization efforts
that ignore the broader picture could create new, unintended,
consequences for the future. For this reason, 1t Is Inperative
that Congress and the admnistration form an effective working
relationship on restructuring initiatives and regulatory changes.

The parallel efforts in the legislative and executive branches
wi Il undoubtedly generate nany innovative and thoughtful ideas
for reconfiguring federal agencies and prograns. ut we believe
the best chance at creating fully integrated approaches to
reorgani zation will be created if Congress and the admnistration
consi der these ideas together. Any systenmic changes to federal
structures and functions nust be approved by Congress and

i mpl emented by the executive branch, so each has a stake in the
out corre. Even nore inportantly, all segments of the public who
nmust regularly deal wth their governnent--individuals, private
sector organizations, states, and |ocal governnents--nust be
confident that the changes put in place have been thoroughly
considered and that the decisions made today w |l make sense

t onor r ow. The regulations and procedures surrounding federal
programs need to be streamined and made nore understandable, so
that the public will find these prograns easier to use and
federal enployees will find them nore practical to manage.

As Congress and the admnistration consider reorganization, there
are lessons to be learned from previous reorganization efforts.



The first Hoover Commission,’ which lasted from 1947 to 1949, is
considered by many to have been the nost successful of these
efforts. The nembership was bipartisan, jincluding nenbers of the
adm ni stration and both houses of Congress. Half its menbers
were from outside governnent. The conmission had a clear vision,
maki ng reorganization proposals that pronoted greater
"rationality" in the organization and operation of governnent
agencies and enhanced the president's role as the manager of the
governnent--principles that were understood and accepted by both
the Wite House and Congress.® Hoover hinself guided the
creation of a citizens' committee to build public support for the
commssion's work. Mre than 70 percent of the first Hoover
Comm ssion's reconmendations were inplenented.

By contrast, the second Hoover Comm ssion, which lasted from 1953
to 1954, had a make-up very simlar to that of the first, but it
did not have the advance backing of the President and Congress.
Hoover II, as it was called, got into policy areas with the goal
of cutting government programs. But it |acked the support of  the
President, who preferred to make use of his own advisory group

in managing the governnent. It also l|acked the support of
Congress and the public, neither of which cared to cut the
government at a time when federally run programs were generally
held in high esteem and considered efficient and beneficial."
Mre than 60 percent of Hoover Il's reconmendations were

i mpl emented, but these were nostly drawn from the conm ssion's
technical reconmendations rather than from its major ones (such

"The commission's formal name was the Conmission on Organization

of the Executive Branch. |ts menbership: Fornmer _President
Her bert Hoover, Dean Acheson, Sen. Ceorge A ken, Rep. Carence

Brown, Arthur Flemming, James A Forrestal, Joseph P. Kennedy,
Rep. Carter Manasco, Sen. John L. Mdellan, George Mad, Janes
J. Pollock, and Janes Rowe.

8Ronald C. Me, The Hoover Conmissions Revisited (Boulder,
Col orado:  Westview Press, 1982), pg. 2.

called PACGD (the President's Advisory Council on Covernment
Organi zation), it was chaired by Nelson Rockefeller from 1953-
1958. PACRO drafted 14 reorganization plans that were presented
to the President and accepted by Congress. Ronald C Mbe,
Reorgani zing the Executive Branch in the Twentieth Centurv:

Landmark Comm ssions, Congressional Research Service, Mrch 19,
1992, pg. 34.
Owpe pg. 105,
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as changing the government's policies on lending, subsidies, and
water resources) that would have substantively cut federal
prograns.

The lesson of the two Hoover Commissions is clear: if plans to
reorgani ze governnent are'to nove from recommendation to reality,
creating a consensus for them is essential to the task.

That |esson shows up again in the experience of the Ash Council,
whi ch convened in 1971-72. Like the first Hoover Conm ssion, the
Ash Council ained its recommendations at structural changes to
enhance the effectiveness of the President as nanager of the
gover nient . In addition to renamng the Bureau of the Budget the
O fice of Mnagenent and Budget, the Ash Council proposed

organi zing government around broad national purposes by
integrating simlar functions under major departments. It
proposed that four superdepartments be created--economc affairs,
community devel opnent, natural resources, and human services--
with State, Defense, Treasury, and Justice remaining in place. "
But the Ash Council could not gain the support of Congress. Its
reconmendations would have drastically altered jurisdictions
within Congress and the relationships between commttees and the
agencies for which they had oversight responsibilities. Congress
was not thoroughly clear on the inplications of the four
superdepartments, was not readily willing to change its own
structure to parallel the structure proposed by the council, and
was not eager to substantially strengthen the authority of the
presi dency.

Once again, the lesson for today is that reorganizing government
is an inmmensely conplex and politically charged activity. Those
who would reorganize governnent nust make their rationale clear
?nd. must build a consensus if they are to see their efforts bear
ruit.

REORGANI ZATION PLANS SHOULD BE DES|I GNED
TO ACHEVE SPECFIC, | DENTIFIABLE GOALS

The key to any reorganization plan--and the key to building a
consensus behind it--is the creation of specific, identifiable
goals. The quest to define these goals is no nmere exercise. It
wi Il force decisionmakers to reach a shared understanding of what
really needs to be fixed in governnent, what the federal role

11Surrmary of the (hjectives, Operations, and Results of the

Comm ssions _on_ Oganization of the Executive Branch of the
Government  (First and Second Hoover Commi ssions), House Commttee
on CGovernnent Qperations, My 1963, pp. 31-33.

12py esi dent Ni xon, while generally endorsing the Ash Council's
proposal, proposed retention of the Departnent of Agriculture.
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really ought to be, how to balance differing objectives such as
cost-cutting and better service delivery, and what steps need to
be taken to create not just short-term advantages but long-term
gains.

This point is particularly relevant considering the tines in
which the current <calls for reorganization are being heard.

Pol i cymakers are considering reorganization during a period of
severe budget pressures and governnent downsizing. The gl obal
econony and America's place in it are in flux, and the nation is
redefining its national security needs as the world's only

super power . Meanwhile, the nation is wundergoing a major
denographic shift wth the aging of the post-Wrld War Il

generati on. The tenptation may be to react to current pressures,
to reorganize to neet current needs. But the effects of today's
reorgani zation plans wll be felt far into the future, when the
world wll have changed again.

As many private sector firns have cone to understand, effective
organi zations cannot afford to be static. |Instead, they stay
sensitive to the <changing environment in which they operate ‘and
maintain the flexibility to respond. Reorganizing the federal
government to be flexible wll be doubly conplicated by the fact
that the functions of so nany of the present departnents and
agencies are shared or interconnected. An integrated

reorgani zation approach should recognize that the new government
structure nust be equipped to respond to changes in the
environment, not just agency-by-agency, but in a coherent and
consi st ent way.

Regardless of the immediate objectives, any reorganization should
have in mnd certain overarching goals: a governnent that serves
the public efficiently and economcally, that is run in a
businesslike fashion wth full accountability, and that is
flexible enough to respond to change. The Government Performance
and Results Act (CPRA in particular has highlighted another of
these overarching principles: a governnent whose activities are
focused on clear mssions and whose success IS neasured in termns
of outcomes rather than processes.

ONCE THE QGOALS ARE IDENTIFIED, THE R &I VEHOE MSST BE
CHOSEN  FOR - ACCOMPLISH NG THEM

Congress and the President are today involved in a debate about

the role of the federal government in the Udited States. That is
an inportant discussion--and one that has gone on throughout our
hi story.

Even when decisions have been reached as to the areas in which
the federal government should continue to play a significant
role, there wll be inportant decisions left to nake about how



that role should be exercised. These decisions involve a nunber
of issues:

° Should the federal governnent act directly or through
another |evel of governnment? If the latter, how nuch
control should the federal government exercise? How should
erformance be neasured, whether at the federal, state, or
ocal Ilevel?

° For those areas in which the federal governnent is to act
directly, how should the government be organized? Should
agencies or departnents be organized, for exanple, around
national mssions or around custonmers or users of the
prograns?

° Wiat tools should the federal governnent use? My are
avail able, including block grants, contracting out, and
other forns of federal involvement, such as governmnent
corporations and government-sponsored enterprises (GSE).

There is--as we would all expect--no single answer to these
questions. A hallmark of a responsive and effective government
may be the ability to mx structures and tools in ways that are
consistent with overriding goals and principles while providing
the best match with the nature of the program or service.

Today, in fact, the government uses a variety of tools to
acconplish its goals. In part, that variety is consistent wth
the various ways in which the federal governnent can be involved

in a %i venjarea. For exanple, in our recent work for you we
noted that: '

o In sone technical or scientific functions--such as energy
and space flight--spending on contractors domnates. By
contrast, 1in other functions--such as veterans benefits and

services and federal |aw enforcenent--salaries to federal
enpl oyees take up a larger share of total obligations.

° Federal funds spent on ground transportation are al nost
entirely in the form of grants or subsidies to others. By
contrast, an examnation of federal spending on air
transportation shows the Federal Aviation Admnistration
(FAA) spending money on salaries and benefits, consultants
and purchases from other governnent agencies, and capital
assets.

13Budqet Function Cassification: Agencv Spending by Subfunction

and)Ooi ect Categorv, Fiscal Year 1994 (GAQ AIMD-95-116FS, My 10,
1995
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How then, mght Congress and the President think about how the
governnent acconplishes its goals? |n addressing this question,
I"d like to turn to the three broad issues | raiséd above.

First, the federal sovernnent should decide if it wants to

act directly or in partnership Wth another |evel of
gover nnent . Today there is a great deal of interest in

expanding the use of federal block grants to the states.
Block grants are seen as a way of expressing national
priorities while giving states the flexibility to design the
delivery systens best suited to their individual needs. The
underlying theory of block grants is that the inproved
integration of federal and state funds wll permt
admnistrative savings and inproved program

effectiveness.  States and localities can use the
flexibility offered by block grants to provide services nore
effectively through reconciling and coordinating activities
in light of local conditions. Taxpayers, clients, and
admnistrators, as well as those charged with responsibility
for overseeing the prograns all benefit from these

| mprovenents.

The question that arises, however, is one of accountability.
A bal ance must be struck between giving the states and
localities flexibility and naintaining adequate
accountability from the federal standpoint. Pri nci pal
concerns at the federal level include ensuring financial
accountability over the use of the funds and pronoting
accountability for program outcones of national interest.

Second, for those areas where the federal qovernment is to

act directly, several 1ssues need to be addressed In

deciding how the sovernnent shoul d be orsani zed. Shoul d
agencies or departnents Dbe organized around national

m ssions? Around customers or users of the progranms? At
one end of the spectrum is a system in which single agencies
are matched to single mssions. Such a system may eliminate
the problem of having different agencies wth dierrent
cultures approaching the same goal in conflicting ways. It
may encourage trade-offs within that m ssion. It may pernit
or encourage focused consideration of the best tool %/or
acconplishing the single mssion. But it could also create
a system in which each agency becomes an advocate--in which
all trade-offs between related or conpeting mssions nust be
elevated. And although it mght appear to offer

I mprovenents in accountability and sinplified service
delivery, it is also likely to result in a system in which

14BlOCk G ants: Characteristics, Experience, and Lessons Learned
(GAOHEHS—95-74, Feb. 9, 1995).
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there are many agencies, each requiring its own
admnistrative structure.

Further toward the other end of the continuumis a
governnent of fewer departnents defined by broader m ssions.
Delivery considerations might then lead to a decision to
have subdepartments organized by customer/client/recipient.
Larger departnments might offer advantages of econonmies of
scale, especially in the area of support services. Lar ger
departments--by which we do not necessarily nean
"superdepartments” along the lines recommended by the Ash
Council--mght also facilitate serious discussion about the
link between governnental outputs and the outcones in which
Congress and the adnministration are interested. But they
mght also create nore organizational |ayers and nove
decisions farther away from the people nost affected by the
progr ans.

® Third, the qgovernment nust select the appropriate tool to
use Bl ock grants--discussed above--are one tool.
Contracting out is another. Many agencies already rely
heavily on contractors. But while contractors may provide
technical skills and know edge not available within a
departnent, heavy use of contractors can--if not adequately
nonitored--lead to mmjor problens. For exanmple, we have
designated the Departnment of Energy, the National
Aeronautics and Space Adm nistration (NASA), and the
Environnental Protection Agency's (EPA) Superfund
contracting as high-risk areas because of their |ack of
systems to protect the government from fraud, waste, and
m smanagenent. **  The lesson we can draw from our studies
of agency experiences with contracting out is that attention

must be paid. If an.agency is going to contract out sone
activity, the agency nust spend time beforehand thinking
about how it wll measure performance and how it wll

enforce standards.

In general, contracting out wll work best whenever the outcone
is nore inportant than the process, and it is possible to define
acceptable quality in measurable terms. For instance, while the
governnent contracts out for the production of rocket |aunch
vehicles, no one has suggested that it contract out the court
system because in the application of justice, the process is
itself the issue. In addition, if federal agencies initiate
contracting out with the expectation that it wll lead to |ower
costs and better service through conpetition, it is inportant
that they be reasonably sure that effective conpetition wll in

15600 H gh-Ri sk Series (GAQ HR-95-1 through GAQ HR-95-12,
February 1995).
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fact develop. Replacing a single government provider wth a
single private one nmay not lead to the hoped-for benefits.

Another option available to the federal governnent is the

est abl i shnment of gover nnent corporations. Cenerally, the 21
government corporations currently in operation carry out parts of
the governnent's business-type prograns that need a high degree
of autonony and flexibility. The «challenge involved in designing
governnent corporations is to balance the need for autonony and
flexibility wth the need for accountability and oversight. The
Tennessee Valley Authority (TVA), for instance, operates
essentially wthout the oversight required for conventional
utilities. Government  corporations today cover a range of
functions, including producing power (TVA), providing insurance
and financial services (the Federal Qop Insurance Corporation),
and pronoting comerce (the (Qverseas Private Investnent

Cor poration).

In recent vyears, Congress and others have expressed concern that
the vernnent Corporation Control Act may no longer be an
adequate framework, because it does not provide criteria for when
corporations should be formed and how they should be
restructured. Additionally, events have shown that using
governnent corporations as a tool can subject the federal
governnment to financial exposure--real or inplied--on a large
scale. The savings and loan crisis of the 1980s taught us that
these exposures should be considered as part of any future
decisionmaking on using the governnent corporation or GSE
approach.

G  course, as we consider reorganizing governnent, there wll be
situations in which federal responsibility is no |onger

consi dered appropriate. Privatization then beconmes an option.
Privatization differs from contracting out in that it entails no
continuing government responsibility for the activity. But as
with contracting out, privatizing requires thinking ahead. \hen
we looked at the privatization other countries had done as part
of their deficit reduction efforts, we were told consistently
that there is a learning curve for effective inplenentation of

privatization. ' Thinking through the process and establishing
specific technical and financial procedures can increase the
probability that privatization efforts wll be successful.

16

Privatization Experiences in Qher CQountries (B-260308) Letter
to the Honorable WIliam V. Roth, Feb. 6, 1995); and Deficit
Reducti on: Experiences of QGher MNations (GAQ AIMD>95-30, Dec.
13, 1994).
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| MPLEMENTATION 1S CRTICAL TO THE SUCCESS GF ANY RECRGAN ZATI ON

No matter what plans are nade to reorganize the governnent,
fulfilling the promse of these new plans wll depend on their

i mpl ement ati on. W will not ultinmately be successful in
inproving the effectiveness and responsiveness of governnment if
we do not also address some basic, |ongstanding weaknesses in the
way nost federal agencies operate. Qur work over the past
decade--including our Hgh Risk studies and nanagenent reviews--
has shown that nany federal agencies |acked consensus regarding
their nmission and the outcomes they desired.” Mst |acked the
basic program and financial information needed to gauge progress,
inprove performance, and establish accountability.

In recent years, Congress has taken steps to inprove federal
managenent practices and enphasize accountability for achieving
results. The CGovernnent Performance and Results Act (GPRA), the
Chief Financial Oficers (CFQ Act, the Governnent Managenent
Reform Act, and the forthcomng reauthorization of the Paperwork
Reduction Act have established a basic framework that should help
agencies to inprove their performance and business processes.

In passing GPRA in 1993, Congress recognized the nmagnitude of the
changes GPRA would require in nost agencies and, in view of this,
phased in the planning and reporting requirements over a nunber
of years. Qur work has confirned ngress' w sdom in choosing
this approach.”® It has shown that setting the right goals and
using performance information to make substantial inprovenents in
agencies' effectiveness and to guide resource allocation
decisions will not come quickly or easily for nost agencies. For
exanple, our recent report to the Conmttee discussed how foreign
countries that are leaders in inplenmenting nanagenent reforns,

U0 Hgh-Risk Series (GAQHR-95-1 through GAQ HR-95-121,
February 1995. For exanples of work stenmng from our managenent
reviews, see US. Department of Agriculture: Revitalizing and
Streamining Structure, Systenms, and Strategies (GAQ RCED 91-168,
Sept. 3, 1991); Tax Admnistration: Opportunities to Further

| nprove | RS' Business Review Process (GAQ GED92-125, Aug. 12,
1992) : and Departnment of Transportation: Enhancinq Policy and
Program Effectiveness Through Inproved Mnasenent (GAQ RCED 87-3
and 87-38, Apr. 13, 1987).

18For exanpl e, Managins for Results: Experiences Abroad Sussest
Insights for Federal Mnagenent Reforns (GAQ GG 95-120, My 2,
1995) ; Government Reform  Goal Setting (GAQ Al MY GED-95-13CR,
Mar. 27, 1995); Mnasins for Results: State Experiences Provide
Insights for Federal Mnagenent Reforns (GAQ GGED-95-22, Dec. 21,
1994) ;. and Perfornmance Budgeting: State Experiences and

Igglg)l cations for the Federal Governnment (GAQ AFMD-93-41, Feb. 17,
1 .
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such as Australia, New Zealand, the Udited Kingdom and Canada,
and that have, in sone cases, been naking managenent changes for
a decade or nore, are continuing to struggle as they seek to nake
program nanagenent and accountability more results-oriented.®

Mving to a smaller, nore efficient federal governnent that
stresses accountability and nmanaging for results wll require
reengi neering federal operations and supporting them wth nodern
information technol ogy.? Reengi neering inefficient work
processes and using nodern technology offer  unprecedented
opportunities to inprove the delivery of governnent services and
reduce program costs. Unfortunately, as this Commttee is well
aware, federal information systenms projects are frequently
devel oped late, fail to work as planned, and cost mllions--even
hundreds of mllions--nore than expected.

As you know, M, Chairman, we studied a nunber of successful
private and public sector organizations to learn how they reached

their own anbitious inprovenent goals.?” In our resulting
report, we describe a strategic, integrated set of fundanental
managenent practices that were instrumental in these

organi zations' success. The recent congressional reauthorization
of the Paperwork Reduction Act of 1995 incorporated essential
changes in line wth the principles and practices we have
identified from our research.

Agencies also need to strengthen financial nmanagement to instill
accountability and control costs. Reliable financial information
is a fundamental prerequisite for inproving managenent of
government  progranms and providing needed accountability for
program results. But our work has shown that all too often
government financial systens are not able to perform even the

19I\/hnaqi ng for Resul ts: Experi ences Abroad Suggest Insights for
Feder al Managenent  Reforns  ( GAQ G 95- 120, My — 1995).

201nf ornation Managenent and  Technol osv_ Issues (GAQ OOG 93-5TR
Decenber 1992); and _CGovernnent Reform  Using Reengineering and
Technology to  Inprove  Government Performance  (GAQ T- Q0G 95- 2,
Feb. 2, 1995).

21Execut ive Qui de: | npr ovi ng M ssi on Per f or mance Thr oush
Strategi c Informati on Managenent and Technol ogy- - Lear ni ng From
Leadi ng O gani zations  (GAQ Al MD 94-115, My  1994).
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nost  rudinentary  bookkeeping  functions.? Wthout accurate and
timely  financial information, governnent |eaders continue to be
hampered in their ability to control costs, measure perfornance,
or achieve needed nanagement inprovenents.

Wth passage of the CFO Act and the Covernment Managenent Reform
Act, Congress paved the way for the federal agencies to be
subject to the same kind of financial statement reporting that is
required in the private sector and by state and |ocal

gover nnent s. Effectively inplementing this legislation nust be a

top priority, and continuing congressional oversight wll be
inportant to ensure results.

Finally, we need to build the capacity of the federal workforce
to inplenent and nmanage prograns nore effectively and
efficiently. Qur work has found that agencies' workforce
planning processes do not always work well, and that this has

undercut  mssion effectiveness and critical managenent  support
functions.

This is particularly disturbing during a period of governnent
downsi zi ng. Mst of the private conpanies and state governnents
we contacted in a recent review of their downsizing strategies
enphasized the inportance of workforce planning to target the
right positions for elimnation. They stressed that ‘strategic
planning decisions about what an organization does and why it
does it is an essential first step before decisions are nmade on
the appropriate size and conposition of the workforce.?

In creating a workforce capable of high performance at |ower
cost, federal managers nust operate wthin the «civil service
system However, this system is highly conplex and often
criticized as inflexible and cunbersome. Bringing it into the
21st  century wll require a fundamental rethinking of how the
system should operate. To address this challenge, GAO recently
convened a synposium of officials from leading organizations in
the private sector, state and local governments, and other

2ZISee, for exanple FlnanC|aI Manaqerrent Energy’ s I\/Hterlal

(GAOAl MD-93-29, Sept 30, 1993)
Mai or  Managenent  and Budqet | ssues (GAQ T-RCED95-86 Jan. 19,
1995).  Financial Audit: FExamination of IRS Fiscal Year 1993

Financial _ Statements  (GAQ AlMD-94-120, June 15, 1994). Financial
Dollars of Resources (GAQ AFMD-90-23, Feb. 1990). Financial
Managenent : Inmediate  Actions Needed to | nprove Arny _ Fi nanci al

Qoerations and  Controls (GAQ AFMD-92-82, Aug 1992).

23Wbrkforce Reducti ons: Downsizing Strategies UWsed in Selected
O gani zations  (GAQ G 95- 54, Mar . 13, 1995).
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nations' governments. The synposium suggested a framework of key
principles that we believe can serve as the foundation for civil
service reform In the comng weeks, we wll Dbe sharing these

principles wth the Comittee.

OERSIGHT IS NEEDED TO ENSURE  EFFECTI VE | MPLEMENTATI ON

The managenent weaknesses and lack of sufficient capacity in
agencies across the federal government are |ong-standing probl ens
that will require the sustained efforts of agencies and Congress
to nake needed inprovenents. Agencies have the prinary
responsibility for ensuring that their prograns are well-nanaged,
funds are properly spent, and initiatives are achieving the
intended results. However, Congress also has an inportant role
to play in both its legislative and oversight capacities in
establishing, nonitoring, and naintaining oth governmentwi de and
agency-specific management reformns.

| believe that one key step would be for congressional commttees
of jurisdiction to hold conprehensive oversight hearings--

annually or at least once'during each Congress--using a Wwde

range of program and financial information. Agencies' program
performance information that wll be generated under GPRA and the
audited financial statenents that are being developed to conply
with the Governnent Management Reform Act should serve as the
basis for these hearings, wth additional information from GAO
and other congressional agencies, the [Inspectors General, and
agencies' own program evaluations and audits. This information
should provide Congress wth a conprehensive picture of what each
agency is achieving and at what cost.

That wunderstanding by Congress of the performance of the wvarious

agencies should give it a mneasure of how well reorganization is
proceedi ng--whether it is acconplishing its goals, and whether it
needs  further refinenent. The process of reorganization wll not
stop when a plan is adopted. The key wll Ilie in its

i npl enent ati on and over si ght . Reorganizing government s an idea
with nmuch potential, but every phase- - pl anni ng, I npl eent at i on,

and oversight--deserves attention, and every phase nust be done
right.

M. Chairman, this concludes ny prepared statement. V& wll be
pleased to answer any questions.

(966660)
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