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OMB’s Study Of Decentralization Of
Federal Governmental Functions

This report to Senator Charles McC. Mathias,
Jr., and Representative John P. Murtha dis-
cusses the results of GAQ's review of the Of-
fice of Management and Budget’s recent study
on decentralization.

The OMB study, while lacking in precision,
provides some indication of the range of Fed-
eral functions and the number of employees
that might be considered for transfer from the
Washington, D. C., area.

In GAO'’s opinion, the most significant result
of the OMB study was its objective, well-bal-
anced, and informative discussion of various
types of costs, benefits, and other factors as-
sociated with decentralizations. This informa-
tion should be useful to OMB in its planned
development of more specific criteria for use
by agencies in making decentralization/nonde-
centralization decisions.
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GAO

United States General Accounting Office Logistics and
Washington, DC 20548 Communications
Division
B-197684

The Honorable Charles McC. Mathias, Jr.
United States Senate

The Honorable John P. Murtha
House of Representatives

This report is in response to your October 23 and
December 5, 1979, letters which requested us to review
the Office of Management and Budget's study of the
decentralization of Federal governmental functions.

Specifically, you asked us to review the sufficiency
of the study scope, the accuracy of facts included, the
reasonableness of estimates used, and the balance of
presentation. Information on these matters is presented
in chapter 3 of the report.

As agreed with your offices, we also reviewed the
President's authority to decentralize Government func-
tions without seeking congressional approval; the planned
use of the decentralization study to include any scheduled
transfer of functions and employees out of the Washington,
D.C., area; the economic and environmental impacts of any
such moves; the grades of employees involved; and the
extent to which minorities and women would be affected.
These issues are discussed in chapters 2, 4, and 5 of the
report. :

As arranged with your offices, unless you publicly
announce the contents of the report earlier, we plan no
further distribution until 2 days after the date of the
report. Then, we will send copies to the Director, Office
of Management and Budget, and other interested parties
and make copies available to others upon request.

R. W. Gutmann
Director







REPORT BY THE U. S. OMB'S STUDY OF DECENTRALIZATION
GENERAL ACCOUNTING OFFICE OF FEDERAL GOVERNMENTAL FUNCTIONS

DIGEST

As called for by the Civil Service Reform Act
of 1978, the Office of Management and Budget
(OMB) made a study of the possibility of
relocating Federal functions from the District
of Columbia and the surrounding area. (See
pp. 1, 4, and 10.) GAO was asked to review
the scope, accuracy, and other aspects of

the study; the planned use of the study; and
the President's authority to decentralize
Federal functions without congressional
approval.

THE PRESIDENT'S AUTHORITY
TO DECENTRALIZE FUNCTIONS

The scope of the President's authority to
transfer personnel, positions, and functions
of executive agencies from the District of
Columbia to other parts of the country with-
out additional statutory authority or speci-
fic congressional approval has never been
clearly resolved. However, the Congress
could control executive decentralization
actions in several ways. (See pp. 5 to 9.)

BENEFITS AND LIMITATIONS
OF THE OMB STUDY

In GAO's opinion, the most significant result
of the OMB study was its fair, objective,
well-balanced, and informative discussion of
the various types of costs, benefits, and

other factors associated with decentralizations.
This information should be useful to OMB in its
planned development of more specific criteria
for use by Government agencies in making future
decentralization/nondecentralization decisions.
(See pp. 19 and 39.)

OMB used a survey approach to develop infor-
mation on decentralization possibilities.
Thus, although the study provides some indi-
cation of the range of functions and the
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number of employees that might be considered
for relocation from the National Capital
Region, this information is less precise
than if a detailed review had been made.
Some examples of the lack of precision
resulting from OMB's survey approach are:

-=-Almost one-third of the 61 independent
executive agencies in the National Capital
Region were not considered in the study.
(See p. 13.)

--0OMB did not carry out its intention of
having its list of decentralization candi-
dates include only new decentralization
possibilities identified by the study.
Instead, OMB included many functions which
had been planned or were being actively
considered for decentralization at the
time the study was made. (See p. 19.)

--Many functions, suggested by agencies as
theoretical decentralization possibilities,
were included in OMB's list of candidates
even though no cost/benefit analyses were
made to determine the feasibility of these
decentralizations. (See p. 20.)

~--The OMB report grouped planned, actively
considered, and theoretical decentraliza-
tions together in one presentation without
showing which functions were in each cate-
gory. (See pp. 19, 20, and 21.)

--OMB did not include in its list of
candidates all functions suggested by
responsible agencies as decentralization
possibilities. (See p. 21.)

--Information on numbers and percentages of
potentially affected employees, including
minorities and women, was inconsistently
estimated and reported. (See p. 23.)

The OMB report identified 57 functions, with

an estimated 9,187 civilian and 2,594 military
employees, as cand1dates for decentrallzatlon.
GAO's analysis shows that the list of candidates,
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depending on the criteria used, could have
included as many as 74 functions, with more
than 9,257 civilian employees and 2,611
military personnel, or as few as 36 functions
with 6,869 employees. (See pp. 15 and 22.)

PLANNED USE OF THE STUDY

OMB plans to use the study results to review
agencies' future budget submissions. It has
instructed its budget examiners to make sure
that agencies carefully consider the factors
discussed in the study report, along with
costs and benefits of relocations, before
making any decision to decentralize.

(See pp. 27 and 28.)

OMB also plans to use the study results to
develop better criteria for use by agencies
in making decentralization decisions. OMB
plans to evaluate these decisions through
its existing management and budget review
processes. (See p. 25 and pp. 28 to 30.)

HIGH CQOST OF DECENTRALIZATION

The OMB report recognizes that decentraliza-
tions are very costly, not only because of
the high cost of relocating employees but
also because of the substantial amounts of
other costs involved, including increased
program costs due to work disruptions and
lowered productivity, personal costs to
employees, and economic and environmental
costs to affected communities. The report
emphasizes the need to carefully weigh these
costs against expected benefits when decentral-
ization of a function is being considered.
(See pp. 16, 17, and 18.)

Estimated relocation costs

GAO estimates that relocating civilian em-
ployees for the 57 functions identified by
OMB as decentralization candidates could
cost the Government as much as $62 million.
This does not include the cost of relocating
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the 2,611 military personnel attached to some
of these functions, nor does it include many

other costs that would
moves. (See p. 33.)

Impacts on communities

be incurred in the

Relocating a Federal function may have sig-
nificant economic and environmental impacts
on both the community losing the function

and the one gaining it.

Economic impacts on

losing communities include loss of local tax
revenue, negative impacts on businesses and

job markets, and other
affecting the economic
munities. (See pp. 33

Impacts on minorities,

consequences adversely
well-being of the com-
to 35.)

women,

and employees in lower

grades

Case studies of recent

relocations show that

socioceconomic impacts of relocations on af-
fected employees tend to be most severe on
minorities, women, and employees in lower
grades. GAO's analysis shows that the de-
centralizations proposed in the OMB report,
if carried out, would affect large numbers
of employees in these categories. (See

pp. 35 and 36.)

CONCLUSIONS

It should not be assumed that all functions
listed in the OMB report as decentralization
candidates will be decentralized. Because

of the uncertainties involved, relocations

of many of these functions may not materialize.
Relocation sites, costs, benefits, impacts

on employees, urban and community impacts,

and other factors must be thoroughly reviewed
and analyzed before decentralization action

is taken. (See pp. 39 and 40.)

Although it is theoretically possible to
relocate many Federal functions out of the
National Capital Region, the high cost of re-
locating these functions may make such moves
impractical. GAO agrees with OMB that the
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costs and benefits of each proposed relocation
should be thoroughly considered before any
decision to decentralize a function is made.
(See p. 40.)

GAO also agrees with OMB on the need to
revise QMB Circumlar A=6(Q to provide agencies
with more specific criteria for use in making
decentralization decisions. GAO believes the
revised circular should contain practical
guidance for considering all factors relevant
to proposed decentralizations and for sys-
tematically weighing costs and benefits to
determine the feasibility of the moves. (See
p. 40.)

OMB COMMENTS

OMB's comments on GAO's draft report were,
for the most part, explanations of the
rationale and methodology used in its study.
These comments have been recognized and con-
sidered by GAO and are discussed in appli-
cable sections of this report. OMB agreed
that the basic conclusions reached by GAO
coincide with those presented in its study
(See pp. 11 to 14, 20, 23, 24, and 40,

and app. VI.)
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CHAPTER 1

INTRODUCTION

Section 901 of the Civil Service Reform Act of 1978
(Public Law 95-454, 31 U.S.C. 18 note (see app. I)) required
the Office of Management and Budget {OMB) to make a detailed
study of the possibility of decentralizing Federal govern-
mental functions 1/ and to submit a report to the President
and the Congress on the results of the study.

The act provided that the study should include (1) a
review of the existing geographical distribution of Federal
governmental functions throughout the United States, :
including the extent to which such functions are concen-
trated in the District of Columbia, and (2) a review of
the possibilities of distributing some of the functions of
the various Federal agencies currently concentrated in the
District of Columbia to field offices located at points
throughout the United States.

The act specified that interested parties, including
heads of agencies, other Federal employees, and Federal
employee organizations, were to be allowed to submit views,
arguments, and data concerning the study.

SCOPE OF REVIEW

We reviewed the scope, accuracy, and other aspects
of the OMB study. We evaluated the guidance, procedures,
and management controls for the study and verified data
submitted to OMB by selected departments and agencies.

Our review addressed the following points:

--An evaluation of the study, including sufficiency
of its scope, accuracy of reported facts, reason-
ableness of estimates used, and balance of presenta-

tion.

1l/Decentralization possibilities identified by the OMB study
include various operations, activities, organizations, and
organizational segments. For convenience, the term "func-
tions" is used throughout this report when referring to
these operations, activities, and organizational components.




--The authority the President has to decentralize
functions without congressional approval.

--The planned use of the study to include any scheduled
transfer of functions and employees.

-~The economic and environmental impacts of any moves;
the grades of employees involved; and the extent to
which minorities, women, and employees in lower
grades would be affected.

We made our review during December 1979 through February

1980 at OMB and at the headquarters of the following 12
departments and agencies, all located in Washington, D.C.:

Department of Commerce

Department of Defense

Department of Energy

Department of Health, Education, and Welfare

Department of Housing and Urban Development

Department of the Interior

Department of Justice

Department of Labor

Bepartment of Transportation

Department of the Treasury

General Services Administration

Office of Personnel Management

These agencies were selected because they represent the
majority of the agencies that suggested candidate functions
for possible decentralization. The listing also includes one
major department which had no suggestions.

At each of the agencies visited, we reviewed available
documentation relating to suggested decentralization candi-

dates and discussed with agency officials the approach they
used in responding to OMB's request; the extent to which
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their reviews were verified and subjected to management
review; the criteria used in identifying candidate functions;
the number of functions already scheduled or planned for
decentralization at the time of the study; the number and
grades of employees involved and the extent to which minor-
ities and women would be affected; and the extent, if any,
to which cost/benefit analyses were performed. In examining
specific agency determinations of whether to suggest a
function(s) as a possible candidate(s) for decentralization,
we did not evaluate the reasonableness of the decisions
made.

We considered information compiled by OMB through
correspondence and/or discussions with representatives
of local jurisdictions within the Washington, D.C., area,
officials from communities outside the Washington area,
employees' unions, groups representing women and minority
employees, public interest groups, organizations with
regional perspectives, Members of Congress, and congressional
staffs.,

Our review was hampered by a lack of complete and
organized documentation at OMB and some of the participating
agencies. The OMB report was not cross-indexed to supporting
working papers, and the working papers were not indexed or
assembled in any logical order. In some instances, records
of information obtained by telephone and correspondence from
participating agencies were not available in OMB's files.
These conditions existed, in varying degrees, at some of the
agencies. As a result, we had difficulty in relating reported
information to source documents. Although we used additional
steps and procedures to corroborate available evidence, we
are not confident that we obtained all relevant or completely
factual information.
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CHAPTER 2

DECENTRALIZATION PERSPECTIVES

With varying degrees of emphasis, the decentralization
of selected Federal functions from the National Capital
Region (NCR) to other parts of the country has been a concern
of the executive and legislative branches for many years.

The NCR is defined by OMB Circular A-60 (see app. II) as
including

"the District of Columbia, Montgomery and Prince
Georges Counties in Maryland, and Arlington, Fairfax,
Loudoun, and Prince William Counties in Virginia;

the cities of Alexandria and Falls Church in Virginia,
and all cities now or hereafter existing in Maryland
or Virginia within the geographic area bounded by

the outer boundaries of the combined area of the
aforesaid counties."

DECENTRALIZATION POLICIES

From July 1962 until August 1978, executive branch
space management policy, as expressed in Executive orders,
encouraged the decentralization of Federal activities from
the NCR.

This policy was first stated in Executive Order 11035,
issued by President Kennedy on July 9, 1962. The order
required the heads of executive departments and agencies to
review continuously their needs for office space in and near
the District of Columbia, taking into account the feasibility
of decentralizing services or activities which could be
carried on elsewhere without excessive costs or significant
loss of efficiency.

OMB Circular A-60, issued by the Bureau of the Budget
(now OMB) on July 18, 1963, established general criteria to
assist departments and agencies in determining the desira-
bility of decentralizing agencies or agency activities from
the NCR. (See app. II.)

Executive Order 11512, issued by President Nixon on
February 27, 1970, superseded Executive Order 11035 but
retained the requirement for agencies to review continuously
their space needs and to take into account the feasibility
of decentralizing activities which could be carried on out-
side the Washington area.



On March 27, 1978, President Carter announced his
national urban policy which encouraged the relocation of
Federal facilities to central business areas of the Nation's
cities. This policy is reflected in Executive Order 12072
on Federal space management, issued August 16, 1378. The
order, which revoked Executive Order 11512, contains no
reference to decentralization; thus, the order neither
encourages nor discourages decentralization,

On the other hand, decentralization is still encouraged
in the Federal Property Management Regulations of the General
Services Administration (GSA) in the interest of reducing
Federal space requirements in the Washington area. These
regulations (41 C.F.R. 101-17.101(b)(4)) require agencies to

"% * * reyiew continuously their needs for space in

and near the District of Columbia, taking into account
the feasibility of decentralizing services or activities
which can be carried on elsewhere without excessive
costs or significant loss of efficiency."

At the same time, GSA follows a policy of relocating
Government activities into central business areas of the
Nation's cities. The fact that these two policies, if

not properly carried out, could be counterproductive to
Washington, D.C., was pointed out in our report dated

July 30, 1979 (LCD-79-315), "GSA's Space Management Pro-
posals for the National Capital Region and for the Nation's
Cities."

A bill (S. 2080) to establish public buildings policies
for the Federal Government, to establish the Public Buildings
Service in GSA, and for other purposes was introduced by
Senator Moynihan on December 5, 1979. This bill, as intro-
duced, would require all Federal agency headquarters to be
located in Washington or the metropolitan Washington area
unless otherwise specified in law. It further provides
that other agency offices which are to be located outside
Washington should be evenly distributed in proportion to the
geographic distribution of the Nation's population.

THE PRESIDENT'S AUTHORITY TO
DECENTRALIZE FEDERAL FUNCTIONS

The legal authority for decentralization of Federal
functions was thoroughly analyzed by the House Committee
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on Government Operations in a 1962 report, "Criteria for
Decentralizing Federal Activities from the Nation's Capital."l/
The report states that "there has been no clear-cut resolu-
tion as to the scope of the President's power to decentralize
Government agencies without specific congressional authority."
This statement appears to be equally valid today.

The 1962 report points out that, since 1790, the law
has prescribed that the District of Columbia shall be the
permanent seat of the Federal Government and that all Fed-
eral offices shall be exercised in the District and not
elsewhere. These requirements are now codified in title 4,
U.S. Code, as follows:

"All that part of the territory of the United
States included within the present limits of
the District of Columbia shall be the permanent
seat of government of the United States."

4 U.S.C. §71.

"All offices attached to the seat of government
shall be exercised in the District of Columbia,
and not elsewhere, except as otherwise expressly
provided by law." 4 U.S5.C. §72.

“In case of the prevalence of a contagious or
epidemic disease at the seat of government, the
President may permit and direct the removal of
any or all the public offices to such other
place or places as he shall deem most safe and
convenient for conducting the public business.”
4 U.S.C. §73.

During World War II, the President administratively
transferred a number of Federal offices and employees from
the District of Columbia to other locations. A Senate
Resolution (S. Res. 216, 77th Cong., 24 Sess.), which
opposed the transfer as being "without authority of law,”
was defeated on the Senate floor. (See 88 Cong. Rec.
322-345 (1942),) According to the 1962 report, proponents
of the President's wartime transfer relied primarily on
his constitutional authority as Commander in Chief. In
addition, the 1962 report observes:

"x * * Tt was also argued that transferring
parts of a department to areas outside the
District of Columbia would not violate a statute

1/H.R. Rep. No. 2481, 87th Cong., 2d Sess., pp. 12-14.
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prescribing that the department shall be located
at the seat of government. * * *" (Emphasis in
original.)

Finally, proponents cited a war powers statute, then in

effect, which granted the President certain transfer authority.
In this regard, pursuant to a statute still on the books,

50 U.S.C. §404(b)(6), the Director of the Federal Emergency
Management Agency advises the President concerning the coor-
dination of military, industrial, and civilian mobilization,
including

“* * * the strategic relocation of industries,
services, government, and economic activities, the
continuous operation of which is essential to the
NHation's security."”

'"The 1962 report points to other statutes which have been
interpreted as granting certain decentralization authority.
Section 210(e) of the Federal Property and Administrative
Services Act of 1949, as amended (40 U.S.C. §490(e)), provides
in part:

"Notwithstanding any other provision of law, the
Administrator [of General Services] is authorized,
in accordance with policies and directives pre-
scribed by the President under section 205(a) of
this Act and after consultation with the heads of
the executive agencies affected, to assign and
reassign space of all executive agencies in Govern-
ment-owned and leased buildings in and outside the
District of Columbia upon a determination by the
Administrator that such assignment or reassignment
is advantageous to the Government in terms of
economy, efficiency, or national security. * * *“

A 1951 report by the Senate Committee on Public Works on a
bill (S. 218, 82d Cong.) to authorize a program of decentra-
lization stated that section 210(e) of the Property Act con-
stituted adequate authority for decentralization, but sought
to make such authority "crystal clear." (S. Rep. No. 216,
82d Cong., lst Sess., p. 9.) The bill proposed by the
Senate Public Works Committee did not pass the Senate.

Another general statute which has been viewed as
recognizing some authority to decentralize is section 12(d)
of the Public Buildings Act of 1959, as amended (40 U.S.C.
§611(d)), which provides in part:




“Phe Administrator [of General Services] in carrying
out his duties under this Act shall provide for the
construction and acquisition of public buildings
equitably throughout the United States with due
regard to the comparative urgency of the need for
each particular building * * *."

See, also, section 606(a) of the Public Buildings Act, as
amended (40 U.S.C. §606(a)).

In addition to the general statutes discussed above,
the organic legislation for particular Federal agencies may
have a bearing on the authority to decentralize those
agencies. The January 1980 OMB report on decentralization
lists certain agencies whose organic acts to some extent
specify the agency location. For example, section 3(a) of
the statute creating the Department of Housing and Urban
Development (42 U.S.C. §3532(a)) provides:

"There is hereby established at the seat of govern-
ment an executive department to be known as the
Department of Housing and Urban Development * * *.*
(Emphasis added.)

While a provision of this nature may require that the depart-
mental headquarters remain in the District of Columbia, it
does not necessarily preclude the establishment of regional
offices to carry out certain departmental functions. As

the OMB report notes, the Department of Housing and Urban
Development has "a well established system of regional and
area offices," even though the organic act does not speci-
fically authorize their creation.

It should be emphasized that there is no uniform pattern
in the statutory provisions creating major departments. For
example, Public Law No. 96-88, 93 Statute 668 (October 17,
1979), which created the Department of Education, does not
specifically require that the Department be located "at the
seat of government." Moreover, section 416 of Public Law No.
96-88, 93 Statute 685 (to be codified at 20 U.S.C. §3476),
specifically provides for the creation of regional and other
offices:

“The Secretary is authorized to establish, alter,
discontinue, or maintain such regional or other
field offices as the Secretary may find necessary
or appropriate to perform functions of the Secre-
tary or the Department."



The 1962 House Committee on Government Operations report
also cites a number of miscellaneous legislative actions deal-
ing with the decentralization issue. For example, it refers
to appropriation act restrictions which have precluded the
use of funds to establish new offices outside the District of
Columbia, except for programs which the Congress has approved.
Finally, the report notes that some agency organic acts
specifically authorized the agencies to establish their
headquarters outside the District of Columbia.

Means of congressional control

The Congress could control executive decentralization
actions in several ways. Perhaps the most direct method of
exercising this control would be to enact specific legislation
regulating the extent to which agencies could decentralize.

As noted previously, such legislation has been proposed in
the past but has never been enacted.

The Congress could also deny or reduce the appropriations
for agencies attempting to decentralize. In fact, the
Congress has taken such action in the past. See, for example,
the Supplemental Appropriations Act, 1952, chapter 664, 65
Statute 736, 744 (Nov. 1, 1951), which provided that no part
of an appropriation to GSA for emergency operating expenses
"shall be available to effect the moving of Government
agencies from the District of Columbia to accomplish the
dispersal of departmental functions."

Legislation to establish a measure of congressional
control over relocations in the military establishment has
been passed by the Congress. (See 10 U.S.C. §2687.) This
legislation requires the Secretary of Defense or the Secre-
tary of a military department to notify the House and Senate
Committees on Armed Services if a military installation is a
candidate for closure or realinement. Although this legisla-
tion does not prevent relocation in the final analysis, the
Congress could use the notification procedures and justifica-
tion requirements to provide a basis for hearings on the
appropriateness of decentralizations and to gain an under-
standing of the rationale and consequences of these actions.




CHAPTER 3

THE OMB DECENTRALIZATION STUDY

OMB submitted a report on its decentralization study to
the President and the Congress in January 1980. The limited
scope of the study and a lack of precision in compiling data
used raise questions concerning the study's usefulness as a
means for identifying all decentralization possibilities
and assessing the feasibilty of such possibilities.

STUDY APPROACH

OMB's basic approach to the study was to solicit
suggestions from executive departments and agencies of
functions which could be considered as "possibilities" for
decentralization from the NCR. Although the statutory
requirement for the study addressed functions in "the
District of Columbia," OMB included all functions located
throughout the NCR because agency headquarters activities
often are divided among various locations in the District
of Columbia and the surrounding area.

OMB advised the agencies that, in suggesting candidate
functions for decentralization, they should consider "either
complete operations or portions of operations that logically
could be conducted outside the Washington area." The
agencies were asked to develop their suggestions on the
basis of the centralization/decentralization criteria
contained in OMB Circular A-60.

OMB also solicited comments from the general public,
major Federal employee unions, and associations representing
various levels of State and local governments. In addition,
members of the OMB study group conducted interviews and dis-
cussions with more than 100 people representing interested
parties, including employees, employee unions, minorities'
and women's groups, local jurisdictions within the NCR, State
officials, regional groups, Members of Congress and
congressional staffs, and State and local interest groups.

GSA and the Office of Personnel Management (OPM) also
provided input to the OMB study. GSA provided information
on the costs and logistics of decentralization, while OPHM
provided an analysis of the impact of relocating Federal
functions on affected employees, based on five case studies
of recent relocations.
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LIMITED STUDY SCOPE

The scope of the study was limited in several respects.
Complete data on the geographic distribution of Federal
functions was not compiled, suggested relocation sites for
decentralization candidate functions were not obtained,
relocation costs and other relevant factors were not analyzed,
and full participation in the study by all Federal agencies
was not obtained.

Determination of geographical
distribution of Federal functions

The Civil Service Reform Act required the study to
include "a review of the existing geographical distribution
of Federal governmental functions throughout the United States,
including the extent to which such functions are concentrated
in the District of Columbia." (Emphasis added.)

OMB limited the scope of its work in this area to
compiling data on the number of Federal employees inside and
outside the NCR. Consequently, the study report shows per-
centages of employees inside the NCR, compared to employees
elsewhere in the country, but does not contain any informa-
tion showing in which States, cities, and metropolitan or
rural areas employees outside the NCR are located.

OMB comments

In commenting on our draft report (see app. VI), OMB
stated that the issue of geographic distribution was the dis-
tinction between functions located inside and outside the NCR
and that it was immaterial to the statutory study mandate to
specify where given functions outside the NCR were being
performed.

We believe some identification of employee locations
outside the NCR would have been more informative in depicting
the existing geographical distribution of Federal functions
and employees.

Identification of decentralization
possibilities '

The Civil Service Reform Act required OMB toc conduct a
detailed study of decentralization, including
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"* * * a3 review of the possibilities of distribu-
ting some of the functions of the various Federal
dgeﬂCléS c.urrenu.y concentrated ll’l cne UlSEI’lCL’.
of Columbia to field offices located at points
throughout the United States."

..... 4 R S Y JURPTS -
Ul'lD S LIILEEFIECdClU[l UL Eh.l.b requ;zemenl_ was Leflc

c
in its work plan for the study, published in the Federal
Register on March 14, 1979. The work plan contemplated that

Ny
Led

.1 Aeral acenas Waakingd nd
h Federal agency in Washington and the surruu..d1ng

c
area would be asked to identify those of its functions
or activities that might be considered for decentrali-

zation, on the basis of the criteria in OMB Circular
A_KI'\_

--each agency would be asked to describe the factors
involved in each decentralization and to suggest

1~ =1 o 3 1 160 3
LUngGL yeﬁgLayuxga¢ locations to rveceive each

decentralized function or activity; and

--0OMB would then analyze the agencies' proposals,

A NAMD Nas 1 —_
considering OMB Circular A-60 criteria, associated

costs and benefits, urban and community impacts, and
other considerations that might surface during the

study.

OMB did not follow its published work plan, however, in
performing this part of the study. Instead, OMB limited the
scope of its work to only the first of the three steps called

£ 3%
for by the work plan. As a result, the study report does not

contain any information on suggested relocation sites, costs,
urban and community impacts, and other factors relevant to
the decentralization possibilities suggested by the agencies.

OMB comments

OMB stated that, in its judgment, the general cost and

benefit data developed during the study made it unnecessary

M l\.LLL— MLV T LORE Y 8 % S e ela Y At ia

to require specific relocation site and cost data from the
agencies. OMB explained that, consequently, it had chosen not
to pursue this part of its initial work plan. (See app. VI.)

We believe a study following OMB's original work plan

would have provided a better basis for objectively assessing
current decentralization prospects.
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No controls to ensure participation

The study scope was limited also beacause OMB did not
establish adequate procedures and controls to ensure that all
Federal agencies participated. As a result, OMB could not
be sure that it had requested information from all agencies
having activities in the NCR or that it had received replies
from all agencies contacted.

Although OMB solicited and received replies from all 12
departments and most independent agencies, documents and
information made available to us by OMB officialsg show that
15 of the 61 independent agencies (excluding boards, commit-
tees, and commissions) were not asked by OMB to provide input
to the study, while 5 other agencies did not respond to the
OMB inquiry. Members of the OMB study group told us they
had assumed that any agency that did not respond had no
decentralization suggestions.

OMB comments

OMB explained that it had made the judgment not to press
smaller agencies to provide input to the study because signi-
ficant decentralization possibilities from these agencies
were considered to be unlikely. (See app. VI.)

While we have no evidence that any of these 20 agencies
has functions which should have been included in OMB's list
of decentralization candidates, the possibility exists that
some of these agencies (had they been asked or pressed to
provide input) might have suggested additional candidates.

No controls to ensure identification
of all decentralization possibilities

OMB did not establish adequate controls to ensure that
all decentralization possibilities were identified and
reported by agencies in a consistent manner. Agencies were
delegated complete responsibility for reviewing, selecting,
and suggesting candidate functions. OMB accepted information
furnished by the agencies at face value without verifying or
questioning the information.

For example, eight decentralization candidate functions
in the Department of Health, Education, and Welfare were
included in OMB's draft report but were later removed after
the Department objected to their inclusion. These functions
are shown in the following table:
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Estimated No. of

Function civilian employees -

Consumer Affairs 53
Institute of Museum Service 7
Food and Drug Administration 4,325
National Clearinghouse on Aging 17
National Center for Health Statistics 400
Bureau of Student Financial Assistance 409
National Center for Education Statistics 175
National Institute of Education 395

Total 5,781

A similar situation involved seven decentralization
candidate functions suggested by the Commodity Futures
Trading Commission. The Commission later withdrew these
functions as possible candidates. This withdrawal was
made at the request of the Commission's new chairman, who
believed it was inappropriate to suggest any candidates for
decentralization without a review of the Commission's entire
organizational structure. OMB complied with the Commission's
request and excluded these functions from its report.

OMB comments

OMB explained that it had chosen to give agencies the
responsibility for identifying decentralization possibilities
and that the study was designed specifically not to press
either for or against decentralization. OMB noted that,
consistent with this approach, it had applied no pressure to
the Department of Health, Education, and Welfare to change
its judgment regarding the decentralization possibilities
of the functions in question. (See app. VI.)

We agree that the agencies were properly given primary
responsibility for identifying decentralization candidates.
We believe, however, that greater OMB involvement in assist-
ing agencies in this effort would have provided increased
assurance that a complete and realistic list of candidates
was developed.

14




STUDY RESULTS

The OMB study report contains information on the extent
to which the Federal civilian work force is currently located
inside and outside the NCR, the possibilities for further
decentralization of Federal functions out of the NCR, and
some of the more significant factors relevant to decentrali-
zation decisions. This information, together with OMB's
conclusions and recommendations based on the study, is sum-
marized below.

Existing decentralization of
Federal functions

The OMB report points out that the Federal Government
already is highly decentralized, with 88 percent of the
Government's civilian employees (excluding those of the
Central Intelligence Agency and the National Security Agency)
being located outside the NCR. OMB points out that,
notwithstanding this high degree of decentralization, all
agencies, components, or individual functions are not equally
decentralized and that some activities which are concentrated
in the NCR may deserve further attention as decentralization
possibilities.

The National Capital Planning Commission estimates that
about 352,314 Federal civilian employees and 55,549 military
employees were in the NCR as of September 30, 1979, out of a
total of 4,069,490 employees (2,752,875 civilian and 1,316,615
military) in the country. These figures exclude employees of
the Central Intelligence Agency and the National Security
Agency.

Possibilities for further decentralization

The study identified 57 functions in 13 departments
and agencies which could be considered as possibilities for
decentralization. According to the study report, a total
of 9,187 civilian employees (based on preliminary estimates)
and 2,594 military personnel could be subject to transfer
away from the NCR if all these decentralization initiatives
are carried out.

Of the 9,187 potentially affected civilian employees,
63 percent (5,78l) work in GSA, while almost all the remain-
ing employees (3,204, or 35 percent) are in OPM and the
Departments of Defense; Health, Education, and Welfare;
Housing and Urban Development; Justice; and Labor.
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Decentralization considerations

Regarding decentralizations in general, the study report
identifies and discusses a number of important factors which
OMB believes should receive attention when decentralization
of a Federal function is being considered, including

--expected benefits to be derived from the decentrali-
zation,

--cost and logistics considerations,

~--effects on productivity,

--potential communications and coordination problems,
~--impacts on potentially affected employees, and

--impacts on the economic well-being of affected
communities.

OMB recognizes that there have been and continue to be
significant benefits to be derived from locating given
Federal functions outside the NCR, such as bringing services
closer to the people being served, sensitizing program
managers to clientele needs, and easing working relationships
with State and local officials.

OMB notes that, on the other hand, decentralizations
are very costly undertakings, not only from the standpoint
of the high direct and indirect costs associated with reloca-
ting activities but also in terms of the substantial program
costs, economic costs, and human costs involved.

Measurable costs

According to the study report, some of the elements
of direct relocation costs include:

--Moving employees' household effects.
--Possible storage of -household effects.
--Realtors' fees.

--House-purchase closing costs.

--Temporary lodging costs.
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--Travel costs for house-hunting trips.

~--Travel costs for the actual movement of employees.

Indirect costs include:

--Severance pay and lump-sum payments for accrued
annual leave to employees who choose not to move
with a relocated activity.

--Relocation of administrative equipment.

--Construction costs for new administrative‘space.

--Minor alterations to administrative space.

--Conversion of other types of space for administrative
use.

~--Space rental costs.

~--Environmental impact assessment preparation costs.

OMB points out that agency records of the costs involved
in past relocations provide some indication of total costs

but generally do not include all costs.

Costs that are difficult to measure

Program costs associated with decentralizations also are
significant, according to the OMB report. These costs are
defined by OMB as including costs resulting from programmatic
disruptions and lowered productivity which develop around pro-
spective and actual decentralizations because of (1) employee
distraction once rumors of a possible move begin or a decision
has been made and a relocation is imminent and (2) the time
involved in resettling transferred activities and training new
employees at the new location. OMB notes that, although it
would be extremely difficult to tie specific dollar amounts tc
these costs, the costs nevertheless have significant impli-
cations for the affected programs and warrant serious consider-
ation when decentralization is being considered.

Decentralizations may also result in significant economic
and "human" costs. OMB explains that communities from which
activities are moved may suffer long-term economic losses
because of lowered tax revenue and reduced business activity.
"Human" costs encompass a wide spectrum of personal costs to
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affected employees, ranging from possible temporary
unemployment and difficulties in finding another job (in
cases of employees who do not choose to transfer with the
relocated activity) to the breaking of family and community
ties, "culture shock," and possible racial discrimination
in the new locations for employees who do transfer.

The study report points out that, when decisions were
made about decentralization in the past, they often empha-
sized the anticipated benefits of the moves but neglected to
give adequate attention to the total range of costs that
could be incurred. OMB emphasized in its report that both
costs and benefits should be thoroughly considered for
any given decentralization proposal.

Study conclusions and recommendations

As a result of its study, OMB made the following
conclusions:

--Additional decentralization of Federal functions (at
least in terms of physical relocation) may not be a
major issue because of the current highly decen-
tralized nature of the Federal Government.

--There appears to de no basis at this time for
recommending major physical decentralization of
functions currently located in the NCR.

OMB recommended revising OMB Circular A-60, the principal
standing executive branch statement of criteria for decentra-
lizing Federal activities from the NCR. OMB contemplates that
the revised circular will provide an updated Federal policy
framework within which individual agencies will make indepen-
dent decisions about decentralizing functions, subject to
OMB's evaluation through existing management and budget
review processes.

BALANCE OF PRESENTATION

In its general discussion of decentralization issues,
the OMB report presents arguments both for and against the
physical decentralization of Federal functions from the
NCR. The report recognizes some of the more important bene-
fits that may result from decentralization but stresses the
need for departments and agencies to carefully consider
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attendant costs and other adverse factors when making
decentralization decisions. Thus, the report neither encour-
ages nor discourages decentralization as a general principle
but emphasizes that each decentralization proposal must be
thoroughly considered and evaluated on its own merits.

In our opinion, the presentation of the study's findings
relating to decentralization benefits and problems is fair,
objective, well-balanced, informative, and potentially use-
ful in developing better criteria for considering decentrali-
zation proposals.

LACK OF PRECISION IN REPORTED INFORMATION
ON DECENTRALIZATION POSSIBILITIES

OMB used a survey approach to develop information on
decentralization possibilities, rather than subjecting the
factors involved in each proposed decentralization to criti-
cal analysis and review. Although this information provides
some indication of the range of functions and the number of
employees that might be considered for relocation from the
NCR, the survey approach used by OMB naturally resulted in
a less precise presentation of information than if a detailed
review had been made. Some examples of this lack of preci-
sion are discussed below.

Study commingled likely and
uncertain candidates

OMB's list of decentralization candidate functions in-
cludes both planned and tentative decentralizations, as well
as purely theoretical ones, without any showing of which
functions are in each category.

According to members of the OMB study group, they
intended to have the list of candidates include only new
decentralization possibilities identified by the study and
to exclude functions that had been definitely planned for
decentralization or were being seriously considered for
decentralization by the responsible agencies at the time the
study was made. This intention, however, was not clearly
communicated to the agencies participating in the study, nor
was it consistently applied by OMB in compiling its list of
decentralization candidates. As a result, contrary to OMB's
intention, the list of candidates includes many functions
which either had been planned for decentralization at the
time of the study or were being actively considered for decen-
tralization by the agencies responsible for the functions.

19




Costs not identified

The list of candidates also includes many functions
suggested by responsible agencies merely as theoretical
decentralization p@sslolLitLEb on the basis that they did not
have to be located in the NCR but could be performed else-
where. Under OMB's survey approach to this part of the study,
costs and other factors relating to these possible decentra-

lizations were not thoroughly explored. Thus, these moves

may or may not be feasible from a cost/benefit standpoint.

A case in poiht is the study input provided by GSA. 1In

~ - 1
responding to OMB's request for decentralization candidates,

GSA suggested 11 functions, with 5,781 employees, which might
be considered for decentralization from the NCR. These func-

tions were suggested on the basis that they could be carried
Aan alcawvhare wirh no ﬁnci-/hnnnf1f' ana'lvqu hav1nc been per-
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formed to determine the feasibility of the suggested relo—
cations. At the same time, GSA provided OMB with information

which seemed to cast considerable doubt on the feasibility
of decentralizing these functions. In its analv51s of decen-

....................
tralization costs and logistics, GSA advised OMB that, because
of the high costs associated with relocating Federal func-
tions, any decentralization of agencies on a wholesale basis
probably would not be cost effective.

s as s A L

OMB comments

OMB stated that it was not necessary to include specific
function-by-function cost/benefit data in a report surveying
general possibilities of decentralization. Rather, OMB chose
to emphasize the generic types of costs and benefits which
should be considered by agencies contemplating decentralizing

functions. (See app. VI. )

While we recognize that OMB's survey approach did not
permit developing detailed cost/benefit data, we believe the
absence of this data emphasizes the uncertain nature of many
of the functions suggested by agencies merely as theoretical
decentralization possibilities.

Categories identified

Additional information about the decentralization candi-
dates listed in the OMB report, obtained by us from OMB and
agency sources, indicates that the list of candidates includes
5 functions, carried on by 146 civilian employees and 212
military personnel, which had been definitely planned for
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decentralization at the time of the OMB study; 29 functions,
with 1,834 civilian employees and 2,399 military personnel,
which were being actively considered for decentralization by
the responsible agencies; and 23 functions, with 6,862 civil-
ian employees, which were not being seriously considered for
decentralization but were suggested by responsible agencies
merely as theoretical decentralization possibilities. The
functions in each of these three categories are shown in
appendix III.

OMB's list of candidates does not
include all decentralization
possibilities

Twenty-six functions identified by the study were not
included in the study report's list of decentralization possi-
bilities. These functions, involving more than 415 employees
(estimated numbers of employees were available for only 12 of
these functions), were suggested to OMB as decentralization
possibilities by 9 departments and agencies.

Four of the 26 functions, involving more than 308
employees (employee estimates were not provided for 1 of
these functions), were planned for decentralization at the
time of the OMB study. Nine other functions, with more than
100 employees (employee estimates not provided for 2 func-
tions), were being actively considered for decentralization
by the responsible agencies. According to OMB officials,
these 13 functions were excluded from the list of candidates
because of OMB's intention to have the list include only
new decentralization possibilities, as previously discussed.

The remaining 13 functions (employee estimates were
provided for only 2 of these functions with 7 employees)
were not being seriously considered for decentralization
but were only theoretical possibilities. OMB officials
could not clearly explain why these functions were not
included in the list of decentralization candidates.

The excluded functions in each of the three categories
are identified in appendix IV.

Analysis of decentralization
possibilities identified by the study

Using information developed in our review, we analyzed
decentralization possibilities identified by the OMB study

2