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COMPTROLLER GENERAL OF THE UNITED STATCS
WASHINGTON, D.C. 20348
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Chairman, Senate Appropriations Committee
Chairman, House Appropriations Committee

This is our annual report of summaries of GAO conclusions
and recommendations resulting from our audits and other re-
view work in Federal civil departments and agencies which we
believe will be of interest to your Committees in their re-
view of budget requests for fiscal year 1978. Our reports
have previously brought these matters to the attention of the
Congress and departmental officials. We have not included
suggested questioas to be asked in appropriation hearings;
however, we will euggest specific questions on the items
summarized if you desire.

A report of conclusions and recommendations concerning
the Department of Defense is being submitted separately.

We are sending copies of this report to the Federal
civil departments and agencies so they may be in a position
t> answer any inquiries made or these issues during the
appropriation hearings.

Loea 4e .

Comptroller General
of the United States
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALu OR _MOST FEDERAL DEPARTMENTS AND AGENCIES

Civil Bervice retirement system cost
estimates are understated

The Civil Service Cocmmission (CSC) estimates th= cost
of the civil service retirement system on a "static" basis.
That is, nc ccnsideration is given to the effect of future
pay increases and annuitv cost-of-living adjustments on
ultimate benefit payments in the cost calculaticns. The
costs associated with proposed retirement legislation are
estimated in the same manner.

Pay and annuity adjustments have occurred frequently
and in large amovnts. . ince 159, Federal white-collar pay
rates have increased 58 nercant and annuity adiustments have
totaied 72 percent. I future increases are ignored in re-
tirement cost calculations, the true cost of the retirement
system under current kenefit provisions as well as cost
estimates of any future retirement lecislation are seriously
understated.

The normal cost of a retirement system is the level
percentage of pay which, invest. % interest, is requiied
to cover the cost of benefits earneu each year. While the
static normal cost of the civil service system is cur-rently
astimated at 13.64 percen% of pay, the Board of Actuaries
of the system ~stimates that normal cost is actually 28.74
percent of pay usiny the very conservative assumptions of
future ‘nnual gencial pay iacreasas of 3 percent and cost-
of-living increases of 4 percent. Since most agencies are
now contsibuiing only 7 percent to the retirement fund in
additior to the employees' 7 percent contributions, the true
cost of agyenty cperations is significant'y understated.

GAO suggest 1 that, until the law is changed to require
cost estimates t¢ be made on a "dynamic" basis, the appro-
priate Commi+*+ees shuuld request CSC to submit cost estimates
of future retirement legislation on a dynamic as well as a
static basis. (FPCD-76-42, Jan. 28, 1976.)

Appropriaticn

All department and agency requests for funds for civil
service retirement system contributions.



Issue for consideration by
the Committees on Appropriations

In the interest of scund fiscal and legislative
decisionmaking, the true cust of accruing retirement benefits
should be fully recognized and reflected in agency budgets.



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Computer-related crimes in
Federal programs

Computer systems have added a new dimension for poten-
tial crime. Inforirat.on on computer-related crimes in
Government is difficult tc gather because investigative
agencies do not classify crimes as computer-related. But
GAO did learn of 69 instances of improper use of computers
in Federal programs which caused losses of over $2 million.

Most of the cases GAO examined did not involve techni-
cally sophisticated attempts to defraud with computer tech-
nology. Instead, they were uncomplicated acts which were
made easier through inadequate managment controis.

GAO recommended that the heads of Federal agercies
emphasize management controls in their computer systems,
including:

—-An established system of practices to be followed
for each duty and function of the organizational
element.

<-A system of authorization and record procedures ade-
quate to provide effective accounting control over
assets, liabilities, revenues, and expenses.
(FGMSD-76-27, Apr. 27, 1976.)

Appropriations

Apprcpriations for automated systems (various agencies).

Issue for consideration Ly the
Committees on Appropriations

In appropriating funds for new systems, the Committees
should be certain that the systems are adegquately controlled
to protect public funds.



AGENCY-WTDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Further opportunities to improve
radlo spectrum management
in the Federal sector

The radio frequency spectrum is unigue among our
national resources and is probably one of the least under-
stood. Unlike most other natural resources, it can be used
without cost. It can't be depleted through use, but it can
be polluted or misused so as to prevent use by others. As
a national and natural resource, the spectrum is used by the
Government and the private sector in national defense, law
enforcement, travel safety, education, resource management,
entertainment, and for many other purposes. It is also an
international resource that must accommodate all the world's
radio users. (A radio wave, once transmitted, is no re-
spector of national or international boundaries.)

GAO reported on how Federal agencies are managing their
share of the spectrum because it is important to the Govern-
ment and the Nation that the spcctrum be used effectively,
the demand for freguencies is increasing, and there are in-
dications of intensive congestion in certain frequency bands.

A major problem is a lack of spectrum management person-
nel, both in numbers and in competency, needed to effectively
manage the ever-increasing demands upon the finite spectrum
resource. GAO recommended that the Office of Telecommuni-
caticns Policy and the Office of Management and Budget (OMB)
identify and support the level of personnel and funding
needed by agencies to surmount this problem, with particular
emphasis on the needs or the military departments.

The agencies involved generally agreed with the findings
and conclusions. (LCD-74-122, Oct. 21, 1975.)

Appropriations

Military personnel (Army, Navy, Air Force),
Federal personnel (many Federal departments and agencies).

Issue for consideration by the
Committees on Appropriations

Since this problem involves the efficient and effective
management of a national resource which really is inter-~
national in charactor--the committees should ascertain the
extent to which Federal departments and agencies (Army, Navy,
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and Air Force being three of the larger Federa' ‘ers)
have addressnd and are attempting to resolve t... problem.



AGENCY~-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Improvements needed in managing automated
decisionmaking by computers throughout
the Federal Government

Computers are especially useful in automating business-
type applications which involve repetitive processing of
large volume of data. GAO reported that Federal agency
computers cause more than 1.7 billion payments and other
actions a year without anybody evaluating whether or not they
are correct. These unreviewed actions include:

-=-Authorizations for payments totaling $26 billion.
~--Bills totaling $10 billion.

--Requisitions, shipping orders, repair sched les,
and disposal orders for material valued z $8
billion.

GAO identified two categories of causes of incorrect
actions by automated decisionmaking applications: (1) 8Soft-
ware problems and (2) data problems. For example:

--One military department incurred $2.2 million in extra
costs because of erroneous computer soft ware.

--Another military agency incurred millio.us of dollars
in unnecessary overhaul of equipment because of soft-.
ware and data problems.

GAO recommended that:

--The Director, Office of Management and Budget, require
that (1) each agency determine whether any of its
computer operations involve automated decisionmaking
applications, (2) the agencies review each operation
to determine whether or not incorrect actions are
being taken as a result of these applications, (3)
agencies take proper steps to insure correct decisions
before initiating new automated decisionmaking appli-
cations, and (4) agencies report on the actions taken
and establish an appropriate mechanism for monitoring.

~--The Secretary of Commerce direct the National Bureau
of Standards to issue technical guidelines for de-
veloping, using, evaluating, documenting, modifying,
and monitoring these applications in the Federal

7



Government.

--The Civil Service Commission add training courses in
automated decisionmaking applications to its curricu-~
lum.

--Agencies' internal audit groups participate in the
design, test, and review of their automated decision-
making applications.

GAO received comments from several agencies agreeing in
principle to the need for increased management attention to
automated decisionmaking applications. (FGMSD-76-5, Apr. 23,
1976.)

Appropriations

National Bureau of Standards appropriations, appropria-
tions for automatic data processing systems (various agen-
cies).

Issues for consideration by
the Committees on Appropriations

~-~Increased management attention to automated decision-
making applications could yield significant savings
to the Government.

~~The Committees may wish to appropriate funds for de-
veloping the recommended technical guidelines by the
National Bureau of Standards.



AGENCY-~WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MC3T FEDERAL DEPARTMENTS AND AGENCIES

Managers need to provide better
protection for Federal automatic
data processing facilities

Many of the Federal Government's 9,000 computers are
inadequately protected against sabotage, vandalism, terror-
ism, or natural disasters. GAO found the cause to be bad
gsecurity measures and/or recovery procedures for continuity
of operations at a number of Federal computer installations.
These problems made the installations susceptible to cata-
strophic losses caused by bombing, fires, floods, frauds,
thefts, embezzlements, and human ez.ors.

The Office of Management and Budget agreed generally
with GAO's findings but felt that further action was not
warranted at that time. (FGMSD-76-40, May 10, 1976.)

égpropriations

Various appropriations for automatic data processing
(ADP) installations (various agencies).

Issues for consideration by
the Committees on Appropriations

The Committees should question l:rge Federal users of
ADP systems regarding:

--Who is responsible for their computer security.

--Whether or not they use some type of risk management
aporoach when determining security needs.



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

More improvement needed in equipment
management practices in Government
laboratories

GAO reported to the Congress that although Federal
Property Management Regulations issued by the General ot
Services Administration (GSA) require agencies to make walk-
throughs (periodic inspection tours) at laboratories to
identify idle and unneeded research equipment and to estab--
lish laboratory equipment pools where appropriate; these
techniques were not being used or not being used effectively
to improve equipment utilization. Also, GSA did not have
any procedures for verifying agencies' compliance with its
walk-througl: and equipment pool requirements.

GAO recommended that the Administrator of General
Services issue guidance which should require that each
agency

--establish teams of top management and scientific
personnel to make laboratory walk-throughs and report
their findings to the head of the agency;

--establish laboratory equipment pools or give the head
of the agency written reasons why such pools are n.+
needed;

--prepare an annual report for the agency head on the
use and effectiveness of the pooling of equipment; and

--make periodic independent reviews of walk-through
practices and equipment pool operations, to determine
their effectiveness.

GAO recommended that the Administrator also institute
procedures to insure that agencies are complying with GSA's
walk-through and equipmert pcol policy guidance and that this
guidance is achieving the desired results.

The Administrator agreed to issue an amendment to the
Federal Property Management Regulations requiring action by
agencies on walk-throughs and equipment pools. (PSAD-76-37,
Dec. 3, 1975.)

10



Appropriations

All agencies requesting funds for laboratory equipment.

Issue for consideration by the
Committees on Appropriations

The success of the GAO recommendations depends heavily
.on the agencies responsible for implementing GSA policy
guidance. Therefore, the Committees, in reviewing future
appropriation requests for additional laboratory equipment,
may wish to inquire about actions agencies are taking to
achieve effective use of equipment.

11



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Need to better control Federal
white-collar job classifications

In 1974 the Government paid $18 billion in salaries to
1.3 million employees under the General Schedule, its chief
category of whitce-collar workers. In order that these em~
ployees may receive equal pay for equal work, the Government
classifies General Schedule positions according to duties,
responsibilities, and qualifications.

GAO reviewed the Civil Service Cc».: ' sion's adminstra-
tion of the Federal classification pro» « 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 adve.sely affect employee
morale and productivity.

GAO concluded that top Federal management must make a
commitment to improve job classifications and to organize the
workload cf Federal departments and agencies more economi-
cally. This attitude must permeate all Government echelons.
GAO recommended that the President issue a directive to the
heads of Federal agencies, emphasizing the importance of
position management and classification and the need to de-
velop at all management levels a special, informed interest
in economically structuring work and properly classifying
positions. Agency heads should

~-establish adequate, effective pesition management and
classification systems,

--have managers periodically attend training programs
on position management aad classification,

~-evaluate managers on how well they carry out their
~lussification responsibilities, and

--provide adequate numbers of trained classifiers.
In addition CSC should:
-—-Keep pressure on agencies to establish their own
personnel management evaluation systems, assess the

adequancy of such systems, and require improvement
where necessary.

12



--Monitor the effectiveness of actions being taken to
improve CSC's own evaluations of agencies' classifi-
catioris. Effective evaluations shculd include identi-
fying 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.

--Implement the plan to update classification standards
and follow it with a timely and well-controlled re-
view cycle to insure that standards are kept current.

On May 27, 1976, tha President issued a memorandum
calling upon agency and department heads to reexamine their
position management and classification systems to ensure
effective operations and full compliance with applicable
laws and regulations. Agency heads were instructed to report
to CSC actions taken and the results of those actions. At
the same time, CSC would vigorously evalua*te agency clagsi-
fication performance and bring abcut corrective action.
(FPCD-75-137, Dec. 4, 1975.)

Appropriation

Request for funds for salaries and expenses from all
departments and agencies having employees paid under the
General Schedule.

Issues to be considered by
the Commitiees on Appropriations

1. Departments and agencies should establish effective
position management and classification systems, train
and evaluate managers in classification, provide
adequate numbers of trained classifiers, and have
adequate personnel management evaluation systems.

2. CSC should keep pressure on agencies to insure
effective personnel management evaluations, make sure
that actions taken to improve CST's own evaluations
are effective, and update classification standards.

13



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

LLL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Need to reduce funding uncertainties
associated with Federal assistance programs

GAO reported to the Congress that State and local govern-
ments have substantial problems iJdentifying, obtaining, and
using Federal assistance. Becaur.e of funding uncertainties,
available assistance is often lrarned of too late or offered
under time constraints which sometimes prevent State and
local governments from taking advantage of it.

Delays in notifications and allocations of funds to
State and local governments and other grantees can also lead
to poor planning, projram delays, ard waste in the adminis-
tration of Federal assistance programs. Such delays can
also adverscly affect Federal agencies' ability to plan and
implement programs.

GAO recommended that the Congress, to relieve the time
pressure on its deliberations and to eliminate funding un-
certainties ressulting from delays in the passage of authori-
zation and appropriation bills, consider greater use of (1)
advance funding and (2) authorizations and appropriations
covering more than 1 fiscal year. GAO added that, because
these measures would tend to restrict budget flexibility and
the Congress' ability tc respond to changing national priori-
ties and economic conditions, they should be considered
primerily for those Federal programg and activities, includ-
ing grants-in-aid to State and local governments, for which
firm planning before the beginning of the appropriation year
is a major factor in successful execution. (GGD~75-75, Aug.
19, 1975.) :

Appropriations

Various agency appropriations.

Issues for consideration by the
Committees. on Appropriztions

The use of advance funding and authorizations and appro-
priations covering more than 1 fiscal year should be consi-
dered case by case, weighing their restrictive effect on the
flexibility of Federal fiscal policy against recipients' need

for greater certainty about future funding levels of Federal
assistance.

14



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Opportunities for reducing
office copier costs in
multiagency Federal buildings

Agencies in multiagency Federa” buildings generally
obtain office copiers independently of other building oc- :-
pants. As a result, copier costs are increased and copiers
are not effectively used. General Services Administration
Figures show that costs for acquiring office copiers and
related supplies have incr:ased from $3€ million in 1964 to
$139 million in 1974,

GAO reported to the Administrator of General Services
that centralized management of office copiers in multiagency
Federal buildings could reduce costs by identifying copier
needs for an entire building and determining the best method
of fulfilling these needs. GAO recommended that the Adminis-
tration initiate a test program for centralized management
of copiers in one or more multiagency Federal buildings and
include copiers in its program for providing common services
in such buildings.

The Administration endorses the idea of centrally man-
aging office copiers and agreed to initiate a test program.
However, it believes agencies' desire to maintain their in-
dependence under traditional self-supporting arrangementis
will result in enforcement problems requiring support from
the Office of Management and Budget, Joint Committee on
Printing, and heads of Federal Agencies. (LCD-76-109,

Mar. 9, 1976.)

Appropriations

GSA, Federal Supply Service, working capital Zund.
Army, Navy, and Air Force, operation and maintenance.
All departments and agencies, operating expenses.

Issues for consideration by
the Committees on Appropriations

The Federal Supply Service Working Capital Fund, which
is reimbursed by agencies for printing and duplicating serv-
ices, will be used by the Administration for its test pro-
gram of centralized copier services. Additional spending

15



for copier leases or purchases and related supplies and
services will be reflected in this fund. If the test re-
sults in a program for centralized copier services, then
agencies' funding requests for copier supplies and leases or
purchases of copiers should decrease significantly.

16



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Opportunity for saving large
sums in acquiring computer systems
under Federal grant programs

It is important that Federal managers make sure grantees
follow businesslike procedures in acquiring computers for
grant programs. Although Federal instructions and procedures
exist, they need to be extended to require grantees to con-
sider ail reasonable alternatives in acquisition, whether by
lease, purchase, or other methods.

GAO recommended that the Office of Management and Bud-
get strengthen its policy encouraging joint use of equipment
by requiring grantees and Federal grantor agencies (o eval-
uate costs and benefits of sharing where possible. 3AO re-
commended that the Admiiistrator of General Services:

~-Adopt followup procedures to insure that Federal
agencies uniformly implement OMB and General Scrvices
Administration instructions and that grantees comply
with themn.

--Issue instructions requiring Federal agencies to in-
sure that grantees make hardware requirements studies
which include performance evaluations of existing
equipment.

—--Strengthen existing ‘nstructions to require grantees
to consider all potertial sources of supplying equip-
ment.

--Work with OMB to establish procedures allowing grantor
agencies to use the Federal Automatic Data Processing
Fund to purchase computer equipment for use by gran-
tees wher purchasing is advantageous and other funds
are unavallable.

Both OMB and GSA agreed with GAO's recommendations.

However, OMB wanted to guard against overregulating State and
local managers. (FGMSD-75-34, July 24, 1975.)
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Appropriations

Various agencies, various appropriations for grant
programs.

Issues for consideration by
the Committes on Appropriations

1. Better business practices by grantees could mean
more ecoriomy in grant programs and could reduce
the need for additional computer hardware.

2. Use of the Federal Automatic Data Processing Fund
could also reduce expenditures under grants, and
ecuipment purchased using Federal funds woqld remain
Federal property.
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

AL!. OR MOST FEDERAL DEPARTMENTS AND AGLNCIES

Problens in r~imbursing State
auditors for audits of federallv
assisted programs

Federal Management Circular 7/3-2 established a Govern-
ment-wide policy requiring Federal agencies to use non-
Federal government auditors to the maximum extent possible
in order to avoid overlapping and duplication of audits.
Another circular, Federal Management Circular 74-4, recog-
nizes State audit costs as allowable charges against feder-
ally assisted programs and provides a process to allocate
them to tne benefited program.

GAO supports both these policies and reported to the
Administrator of General Services that State auditors were
having problems in obtaining reimbursement for audits of
federally assisted programs because of the funding procedures
used. Although the programs' administrative procedures
generally provided that State auditors could be paid from
Federal program funds, this was resisted by the program
managers who wanted to reduce all expenses not involved in
direc'- program support. Forcing State auditors to rely on
program administrators for audit funds is not compatible
with the auditor' requirement for independence because the
Federal managers can influence audits by resisting payment,
thus inhibiting the thoroughness of the audit or effectively
delaying or even preventing it entirely.

Since this report was issued, the responsibility for
Federal financial policy has been transferred from the
General Services Administration, Office of Financial Manage-
ment, to the Office of Management and Budget, Financial
Management Branch.

OMB concurs that State and local governments should be
reimbursed for costs of audits of federally assisted pro-
grams. It does not feel that there are significant legal
obstacles to reimbursement, and is working with the various
agencies concerned to improve their administrative procedures.
Additionally, OMB now chairs the National Intergovernmental
Audit Forum, composed of audit officials from Federal, State,
and local governments, which has adopted this matter for
study and will submit its recommendations for solution to
OMB and GAO.
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Copies of the report were furnished to the House and
Senate Committees on Government Operations and Appropria-
tions. (FGMSD-75-22, June 25, 1975.)

Appropriation

All Federal grant agencies, operating and administrative
expenses.

Issues for consideration by
the Committees on Appropriations

1. Federal and State audit coverage could be improved
without additional funding if State auditors were
directly reimbursed for their audit efforts.

2. Direct funding for audits, channeled through the
agency audit organizations rather than through pro-
gram administrators, could provide greater indepen-
dence and improve the thoroughness and timeliness of
audits.

3. Intergovernmental cooperation could be improved if
State auditors' reports on federally funded programs,
prepared under Federal guidelines, were used to
satisfy agency recuirements.
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL Olt MOST FEDERAL DEPARTMENTS AND AGENCIES

The Government can save more under
the composite check program

In 1974, 864,000 Federal employees (about 19 percent of
the Federal work force) had their pay sent directly to banks
by use of composite checks. As a result, the Treasury esti-
mated the Government saved about $2.3 million. However,
there is potential for greater savings if Federal agencies
can encourage more employees to participate in the composite
check program.

Efforts by agencies toc promote employee participation
have varied considerably. The Air Force had 45-percent
participation and about $1.2 million of the $2.3 million
Government-wide savings while several other agencies either
had not implemented composite check procedures or vere using
composite checks only to a limited extent. 1If the Air Force
45-percent participation rate was achieved Government-wide
an additional $3 million could be saved.

In view of such potential savings GAO concluded that
Federal agencies should take more positive action to promote
use of composite checks and that the Treasury should take
certain actions to assist agencies in promoting the program.
The report was sent to the heads of all Federal departments
and major agencies who were asked to make sure the program
received appropriate management emphasis and the responsi-
‘bility for the program be assigned to a high level. The
Treasury generally agreed with the recommendations. (FGMSD-
76-11, Nov. 11, 1975.) '

Appropriation

All Government organizations, operation and maintenance.

Issue for consideration by the
Committees on Appropriations

The Committees may wish to determine the progress made
by the Treasury and all other Federal organizations in:pro-
moting the composite check program, increasing participation,
and reducing payroil processing costs.
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF

ALL OR MOST FEDEF.L DEPARTMENTS AND AGENCIES

Use of minicomputers in the
Federal Government: trends,
benefits, and problems

Minicomputers, now used in Government prir 'rily for
scientific data processing and control of mac: «ery, are
expected to be increasingly adopted for more general data
Processing to improve productivity.

GAO's report described several cases of enhancedl pro-
ductivity through the use of minicomputers including:

—-Automating a process previously done manually.

--Augmenting work previously done on large central
computers.

--Replacing existing equipment or services.

GAO found that there were problems in and limitations
on using minicomputers, especially with software. Also some
agencies reported that the complicated procurement regula-
tions governing minicomputer acquisi+ions caused excessive
administrative costs and delays.

GAO recommended that the General Services Administration
simplify procurement requirements that agencies must follow
to buy small guantities of low cost minicomputers. GSA
agreed that the procurement regulations should be simplified,
and indicated that some steps would be taken to that end.
(FGMSD-75-53, Apr. 22, 1976.)

Appropriations

Various agencies, automatic data processing appro-
priations for equipment. ‘

Issuves for consideration by
the Committees on Appropriations

Streamlined procurement procedures could make the use
of low cost minicomputers for agency ADP needs a more attrac-
tive and economical alternative.
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATICNS COF

ALL OR MOST FEDERAL DEPARTMENTS AND AGENCIES

Ways to improve management of federally
funded computerized models

Each year the Government spends millions of dollars
developing ané using computerized models. A computerized
model uses mathematical and logical rules and methods to
represent how a process, physical object, or entity--such as
an organization--will react under different conditions during
a given time. Successfully developed models can help in the
management of Federal programs.

The National Bureau of Standards, under the Department
of Commerce, and the General Services Administration are
responsible for estabhlishing Government-wide automated data
processing standards and developing Government-wide guidance
for automated activities, respectively. However, neither
agency provides specific guidance to assist Federal agencies
in managing the development of computerized models.

GAO's analysis of 57 models, costing about $21 million,
showed that a lack of guidance contributed to the problems
experienced in developing 33 of the models. The three broad
categories of problems identified by GAO were inadequate
management planning, coordination, and commitment.

These problems had certain adverse effects, such &s cost
overruns of about $1.1 million for some models, unsatisfac-
tory models costing about $1.6 million, and developmert of
som~ taking four years more than planned.

GAO recommended that the Department of Commerce forma-
late standards and GSA develop and provide guidance for im-
proving Federal agencies' management of computerized models.

GSA and the Department of Commerce agreed with the nead
for Government-wide guidance to assist managers and developers
in avoiding development problems; however, neither agency
stated when they were prepared to take action. (LCD-75-111,
Aug. 23, 1976.)

Appropriations

Research, Development, Test, and Evaluation (Army, Navy,
Air Force). Operation and Maintenance (Army, Navy, Air
Force).
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Issue for consideration by the
Committees on Appropriations

The Committees may want to determine if the Department
of Cc ‘ce and GSA are requesting funds for programs to
impleme..: the GAO recommendations, so that millions of
dollars in wasted money could be avoided in future computer-
ized model developments.
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DEPARTMENT OF AGRICULTURE

AGRICULTURAL MARKETING SERVICE,
AGRICULTURAL RESEARCH SERVICE, AND
FOREIGN AGRICULTURAL SERVICE

Assessment of the national
grain inspection system

In a report to the Chairmen of the House Committee on
Agriculture and the Subcommittee on Foreign Agricultural
Policy, Senate Committee on Agriculture and Forestry, GAO
said that (1) serious weaknesses existed in the national
grain inspection system, (2) the Department of Agriculture,
as overall supervisor, had not been able to insure the
integrity of a system operated by a widely d_spersed group
of over 100 State and private agencies and trade associations,
and (3) an essentially all-Federal inspection system was i
needed, among other things, to

--restore integrity and confidence in the inspection
system,

--provide greater uniformity and consistency in inspec-
tion procedures and operations,

——establish an independent system, eliminating actual
and potential conflicts of interests. and

--increase foreign trade or at least reduce chance of
customers chnosing to buy from other sources

GAO recommended that the Congress establish an essen-
tially all-Federal grain inspection system incorporating
sampling, grading, and weighing services and that the sys-
tem be operated on a reimbursable basis. GAG recommended
also that, in developing standards and procedures for the
system, appropriate consideration be given to several
matters, including:

--Prohibiting conflicts of interest and imposing appro-
priate penalties for violations.

--Establishing adequate controls and procedures for
sampling and weighing grain.

—-Integrating grain weighing in the inspection system.

--Improvirg grain grading accuracy and uniformity
through continuing research and training.
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--Establishing (1) uniform standards for recruiting,
training, and supervising inspectors, (2) a rotation
program, and (3) work production standards.

Public Law 94-582, enacted in October 1976, created
and established the Federal Grain Inspection Service in the
Department of Agriculture; made grain weighing a part of
the system: provided for a Federal inspection system, with
some State agency involvement, at export port locations;
authorizea the Service to set fees for its services; and
nrovided for the establishment of standards and procedures
whi~h followed generally along the lines of GAO's recommen=-
dations. (RED~76-71, Feb. 12, 1976.)

Appropriations

Department of Agriculture, Federal Grain Inspection
S:rvice and Inspection and Weighing and Grain Products,
Federal Grain Inspection Service (proposed).

Issue for ccnsideration by
the Committees on Appropriations

In approving budget requests for the Federal Grain
Inspection Service, the Committees might wish to inquire
into the progress being made to (1) implement Public Law 94-
582 and (2) establish fees and charges for Federal inspection
and weighing services in reasonable amounts that will sub-
stantially recover the fair costs of providing such services.
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DEPARTMENT OF AGRICULTURE

COMMODITY CREDIT CORPORATION

Hazard insurance coverage should be
eliminated on grain for which the
Corporation pays storage charges

In a January 1975 report to the Congress, GAO recom-
mended that the Commodity Credit Corporation (CCC) eliminate
hazard insurance coverage on grain for wh.ch it paid storage
charges and obtain a commensurate reduction in storage rates.
GAO pointed out that the Federal Government generally has
followed a policy of assuming its own risks rather than paying
for commercial insurance protection and that, over a 5-year
period, CCC collections on insured losses had amounted to
only 33 cents per dollar of premium.

GAO said that the time was ripe for CCC to assume its
insurable hazard risks and attain a position to economize
should grain price-support operations again reach a substan-
tial level because

--grain stocks in which CCC had an insurable interest
were at a low level,

--CCC's assumption of its insurable risk would have
only minimal impact on insurance companies' premium
incomes, and

~~the Department had announced that in July 1975 it
would change from paying storage at a uniform rate to
all warehousemen to paying storage at rates based on
offers from individual warehousemen.

In June 1975, the Department said that, although it
agreed with the facts in the report, it disagreed with the
recommendation as it applied to current and anticipated
future inventory activities. It said that it would recon-
sider the applicability of the recommendation after it had
evaluated the new offer-rate system; however, it cited a
number of reservations about CCC's assuming insurable risks.

In a August 1975 report to CCC's president, copies of
which were sent to interested congressional committees, GAO
questioned the bases for the reservations and said that it
believed the principle of risk assumption for the Corporation
was valid and that the present time offered an excellent
opportunity to adopt a self-insurance policy. Consequently,
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GAO strongly recommended its adoption at the earlier
opportunity. (RED-75-320, Jan. 10, 1975, and RED-76-12,
Aug. 6, 1975.)

Appropriation

Department of Agriculture, CCC, reimbursement for net
realized losses.

Issue for consgideration by
the Committees on Appropriations

CCC could reduce its operating costs by assuming hazard
risks on grain for which it pays storage charges.



DEPARTMENT OF AGRICULTURE

COMMODITY CKEDIT CORPORATION AND
FEDERAL CROP INSURANCE CORPORATION

Alleviating agricultural producers’ crop
losses: What should che Federal role be?

Two Department of Agriculture programs--the Commodity
Credit Corporation's disaster payment program and the Federal
Crop Insurance Corporation's (FCIC's) crop insurance program--
offer thousands of the Nation's agricultural producers some
protection against loss of income if their crops are damaged
or destroyed by natural disasters or other uncontrollable
hazards.

CCC's program, a direct payment program without charge
to producers, was authorized in 1973 for the 1974-77 crops.
It is limited to producers with ac~eage allotments for five
specific crops. It covers both przveiated-planting and ab-
normally low-production situaticns. FCIC's crop insurance
program is available for more than 20 crops, including the
5 crops covered by CCC's program. It is not available every-
where and does not cover prevented-planting situations.

For 1974 crops, CCC payments totaled $557 million and for
1975 crops, payments were estimated at $275 million. FCIC
indemnities for 1974 on the crops covered by CCC's program
exceoded premiums by $18 million. FCIC premiums of thes-:
crops since 1948, however, exceeded indemnities by $24.7
million. For 1975 crops, FCIC estimated premiums would exceed
indemnities by $7.3 million.

Tne President proposed legislation to expand the crop in-

surance program and to rercsal the disaster payment program.

In a May 1976 report to the Congress, GAO described various
alternatives for providing agricultural disaster protection
and discussed their advantages and disadvantages. GAO con-
cluded that the proposed legislation had considerable merit
but recognized that it also had certain shortcomings which
would have to be dealt with in the legislative process.

Agriculture agreed with GAO's findings on the limitations
of CCC's program and strongly supported the legislative proposal
to expand FCIC's insurance program and eliminate CCC's pro-
gram. Agriculture estimated that enactment of the proposed
legislation would save the Government $259 million annually.
(RED-76-91, May 4, 1976.)
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Appropriations

Department of Agriculture, FCIC, Federal Crop Insurance
Corporation Fund. Department of Agriculture, CCC, reimburse-
ment for net realized losses.

Issue for consideration by
the Committees on Appropriations

The Government could save an estimated $259 :illion
annually if proposed legislation to expand the crop insurance
program and eliminate the disaster payment program were en-
acted.
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DEPARTMENT OF AGRICULTURE

EXTENSION SERVICE

Progrems needed to overcome
problems impeding economic
Aimprovement of small-farm
operations

GAO reported to the Congress thai the Department of
Agriculture and the land-grant colleges needed to make a
more concerted effort through their research and extension
programs to assist and encourage small-farm operators to use
available technology and efficient management practices.
Results of demonstration projects sponsored by cooperative
extension organizations and the Tennessee Valley Authority
showed that some small-farm operatiors were capable of
increasing the productivity of their land and increasing
their income.

More complete data was needed, however, to determine
the type and extent of assistance needed by small-farm
operators and to provide the basis for planning extension
and research programs oriented to those needs.

The Department disagreed that it should take action to
extend training and technical assistance to small-~farm
operators.

Subsequent to the issuance of the GAO report, two
bills, H.R. 12917 and S. 2823, were introduced in the Con-
gress to amend section 502(c) of the Rural Development Act
to provide for the development and implementation of pro-
grams to assist gmall-farm operators in upgrading their
farming operations. (RED-76-2, Aug. 15, 1975.)

Appropriation

Department of Agriculture, Extension Service.

Issues for consideration by
the Committees on Anpropriations

1. Many small-farm operations might be capable of in-
creasing tne productivity of land under theiil man-
agement if programs were initiated to educate them
in the use of new and improved agricultural technology
ard efficient managewment practices. Helping small-
farm operators to better use their land would in-
crease their incomes and help meet the world's food
and fiber needs.
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2. Additional funds may be required to implement pro-
grams extending trairing and technical assistance

to small-farm operators having the potential for
improvement.
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DEPARTMENT OF ACRICULTURE

FOOD AND NUTRITION SERVICE

Problems in administration of the
summer feeding program for children

In a report to the Congress relatirg to the spec.al
summer feeding program for children, GAO pointed out several
problems in reaching eligible children and in operations at
feeding sites,

The effectiveness of the summer feeding program was dif-
ficult to assess because the Food and Nutrition Service and
State agencies had not identified either the total number of
childaren who were eligible or their locations. However, the
numbe. of needy children participating in the National School
Lunch program—which the summer program had intended to
supplement—indicated that the summer program had achieved
rather limited coverage, especially in areas other than large
cities.

State agencies could have done more to recruit sponsors
in areas of low coverage. State agencies had generally
directed their recruiting efforts to sponsors who had par-
ticipated in the program in previous yesars. They attributed
this limitation primarily to lack of staff which was due, in
turn, to insufficient administrative funds.

In July 1976, the Service told GAO that it believed the
States were implementing the outreach portion of their State
plans of operation in 1976, but the results would not be
known until about November--after the program was completed
for the year.

GAO also reported that procedures for estimating program
costs were inadequate to permit effective use of allocated
funds and to maximize sponsor participation. 1In the six
States covered in the GAO review, about $8.5 million, or
29 percent of the $29.2 million allocated for the 1973 pro-
gram, remained unspent--although additional eligible children
could have been assisted if zaditional program sponsors or
feeding sites had been approved. State officials said that
the unspent funds resulted primarily from sponsors' co:-t
estimates being inflated.

Service officials told GAO that, pending extension of
the program beyond its September 1975 expiration date, the
Service had not refined its estimating procedures as recom-
mended in the GAO report. Public Law 94-105, enacted in
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October 1975, extended and amended the program. However,
the Service still did not take direct action on this rec-
ommendation before the 1976 program began.

Service personnel believed that other requirements im-
posed on the State agencies might partially correct the prob-
lem. (RED-75-336, Feb. 14, 1975.)

Appropriation i

Department of Agriculture, Food and Nutrition Service,
child nutrition programs.

Issue for consideration by
the Committees on Apprcpriations

The Committees may want to assess the Food and Nutri-
tion Service's progress in increasing sponsor participation
and in making the most effective use of funds allocated for
the National School Lunch Program.
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DEPARTMENT OF AGRICULTURE

FOREST SERVICE

Forest Service efforts to
change timber sale method

The primary timber sale method used in the Forest
Service'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
marketable volume cf wood in logs that have been cut. 1In
recent years, the Service has been trying to increase its
western regions' use of the tree measurement method of sell-
ing 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 attempted,
through test sales, to obtain data to compare the two
methods.

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 inconsistencies 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 revised 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 will not be able to provide well-
documented evidence to cfettle the questions of effective-
ness and costs of the two methods.

GAO recommended that the Service:
--Set dates for completing test sales.

--Provide its regions with the funds needed to conduct
adequate and timely test sales.

--Evaluate and report the results of such sales to ap-
propriate congressional committees.

Forest Service officials advised GAO in July 1976 that

no additional funds had been allocated to its regions for
test sales. (RED-75-396, July 16, 1975.)
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Appropriation

Department of Aqriculture, Forest Service, Forest
protection and util.zation.

Issue for consideration by
the Committees on Appropriations

The Service needs to give its regions funds to corduct
adequate and .‘mely test sales to provide datz sufficient to
compare the accuracy and costs of the two sales methods.
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DEPARTMENT OF AGRICULTURE

FOREST SERVICE

Need to direct cooperative foregtry
programs toward increasing softwcod
sawtimber supplies

In a report to the Chairman, Subcommittee on Conserva-
tion and Natural Resources, House Committee on Government
Operations, GAO said the effectiveness of the Cooperative
Forest Management and Forestry Incentives Programs in in-
creasing the supply of softwood sawtimber could be increased
by modifying planning, fund allocation, and reporting
procedures. GAO recommended that the Forest Service and the
Agricultural Stabilization and Conservation Service:

--Establish specific annual goal’s for increasing the
supply of softwood sawtimber on private, nonindustrial
forest land.

--Evaluate the effectiveness of the programs in accom-
plishing their goals.

~-Report the results to the Congress.

--Base fund allocations on contributions toward meeting
previously established goals and the capability to
meet current goals.

Forest Service officials told GAO they generally agreed
with the recommendations. '

Forest Service officials advised GAO in July 1976 that
the collection of regional field data was underway and was
expected to be completed about September 1976. The field
data was to be analyzed and the evaluation completed by
January 1977. (RED-75-258, Oct. 8, 1974.)

Appropriation

Department of Agriculture, Forest Service, Forest pro-
tection ard utilization. :

Issue for consideration by
the Committees on Appropriations

Evaluating the results of meeting specific program ob-
jectives would provide a better basis for reporting accom-
plishments to the Congress for its use in considering
budget requests. 38



DEPARTMENT OF AGRICULTURE

SOIL CONSERVATION SERVICE

Need to increase progress in meeting
objectives of the Great Plains
Conservation Program

The Great Plains Conservation Program, scheduled to
expire in 1981, provides technical assistance and direct
cost sharing to help Great Plains landowners and operators
voluntarily carry out planned soil and water conservation
practices.

In view of the program's legislative history, program
accomplishments had been less than might have been expected--
in part because since 1961 the Soil Conservation Service had
limited the Federal share for work under any one contract to
$25,000.

In a report to the Congress, GAO recommended that the
Secretary of Agriculture increase the adminis.rative limi-
tation placed on the total amount of Federal financial
assistance under any one cost-sharing contract to recognize
cost increases since the limitation was estal lished and to
speed the achievement of important program ol jectives.

The Dzpartment recognized that limiting cost shares
under any one contract was sometimes a problem but stated
that any increase per contract would result in fewer con-
tracts. In February 1976, during the Senate hearings on
appropriations for 1977, the Service said that it planned to
raise the Federal financial assistance limitation from
$25,000 t» $30,000 a contract. In September 1976, a Service
official .0ld GAO that the Service had not yet done so.
(RED-73 32, June 28, 1973.)

Appropriation

Department of Agriculture, Soil Conservation Service,
Great Plains Conservation Program.

Issue for consideration by -
the Committees on Appropriations

If greater progress is to be made before the Great Plains
Conservation Programs's scheduled expiration date in 1981,
the administrative limitation placed on the total amount
of Federal financial assistance under any one cost-sharing
contract should be increased. However, this could result
in more funding being needed to achieve program objectives.
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DEPARTMENT OF AGRICULTURE

SOIL CONSERVATION SERVICE, AGRICULTURAL
STABILIZATION AND CONSERVATION
SERVICE, AND EXTENSION SERVICE

Action needed to discourage removal
of trees that shelter cropland
in the Great Plains

Under a variety of Federal programs over the past 100
years, millions of trees were planted on the Great Plains.
Many of these were planted to form field windbreaks to help
reduce wind erosion. GAO reported to the Congress that, in
recent years, some windbreaks, particularly those planted
in the 1930s and early 1940s, had been removed to make more
land available for production or to install and use irriga-
tion systems. Normal deterioration of trees and poorly
maintained windbreaks also had led indirectly to removal.
Continued removals of windbreaks would make *+he erosion
problem in the Great Plains more serious and result in the
loss of a valuable reso 2 which had taken many years to
develop. No Federal or o. :e program existed which was
specifically designed to discourage windbreak removals or
L0 assist farmers on a wide scale to renovate old windbreaks.

GAO recommended that the Secretary of Agriculture have
the appropriate departmental agencies:

--Survey, especially in the Great Plains, the extent
of windbreak removals and the renovation needed to
preserve existing windbreaks.

--Encourage counties to carry out a cost-sharirg wind-
break renovation program.

~-Initiate an educational program to support efforts
to preserve and renovate existing windbreaks.

Agency officials generally agreed with GAO's recommen-
dations. In June 1976 the Department announced that the
Soil Conservation Service (SCS) had started a pilot study
of windbreaks in 10 counties in 5 Great Plains States. The
study will determine the number and types of windbreaks now
on the land, trends in windbreak removal and planting, and
reasons for windbreak removal. The pilot study was expected
to be completed by December 31, 1976. (RED-75-375, June 20,
1975.)
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Appropriations

Department of Agriculture - Agricultural Stablization
and Conservation Service, Agricultural Conservation Program;
SCS, Conservation Operations and Great Plains Conservation
Program; and Extension Service.

Issue for consideration by
the Committees on Appropriations

Actions needed to preserve and renovate existing wind-
breaks may require increased funding.
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DEPARTMENT OF CCMMERCE

Contents

Programs to reduce the decennial census undercount

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION AND
NATIONAL MARINE FISHERIES SERVICE
Action is needed now to protect our fishery
resources.
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DEPARTMENT OF COMMERCE

Programs to reduce the
decennial census undercount

The Bureau of the Census estimated that 2.5 percent of
the population--5.3 million people--were not counted in the
1970 census. According to the Bureau, the undercount rate
varied throughout the country and, therefore, the 2.5 per-
cent should not be used to correct population counts for
State and local governments.

GAO reported to the Chairman, House Committee on Post
Office and Civil Service, that the Bureau, in estimating the
number of persons in the census, did not take into account
illegal aliens living in the U.S. As a result, the under-
count rate was understated.

GAO concluded that the coverage probably would not im-
prove appreciably in the 1980 census, although some steps
could be taken which might help.

GAO recommended that the Director, Bureau of the Census,

~-develop methods which take into account the existence
of illegal aliens when estimating the undercount in
1980,

--consider the use of mail carriers for followup enum-
eration work,

--consider using a two stage questiornnaire in 1980C--a
shortened and simplified one dealing solely with the
count of the population and another more detailed
form dealing with questions related to population and
housing characteristics, and

--assess the progress on the development of expeiimen-
tal methods to attain the Bureau's goal in 1980--to
distribute undercounts below the National level and
publish corrected population figures--and if neces-
essary apply additional effort in this area to
increase the probability that the Bureau's 1980
goal will be met.

(GGD-76-72, May 5, 1976.)

Appropriation

Department of Commerce, Bureau of the Census, veriodic
census and programs.
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Issue for consideration by the
Committees on Appropriations

Research efforts to develop methods for distributing
the undercount in the census may require additional funding
to increase the level of effort devoted to these projects.
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Action is needed row to
protect our fishery resources

Many fish species important to the U.S. fisheries in-
dustry are being depleted through overfishing and/or altera-
tion of coastal areas.

GAO reported that scientists had concluded that about
25 stocks of fish off the U.S. coasts had been depleted or
threatened with depletion and that about 17 commercial fish-
eries had excess harvesting capacity or had had their har-
vesting rendered inefficient through restrictive regulation.

Difficulties in management of U.S. fisheries center
around (1) the common property nature of the resource (al-
most anyone can harvest fish); (2) fragmented jurisdiction
involving foreign governments as well as Federal, State, and
local entities; and (3) lack of precise biological data.

GAO recommended that the Secretary of Commerce direct
the Administrator, National Oceanic and Atmospheric Admin-
istration, to (1) accelerate fisheries research, giving
priority to the data needs of fisneries management, including
the State-Federal Fisheries Management Program; (2) issue and
implement criteria for the future selection of species to be
included in the program; and (3) establish for each selected
species a timetable for implementing appropriate conserva-
tion measures.

The Department of Commerce stated that, in general, the
report presented a fair and comprehensive evaluation of its
fisheries management programs. +The Department agrced with
the need to accelerate fisheries research, but stated that
GAO's recommendations concerningy development of criteria for
selecting species and establishing a timetable appeared to be
a lower priority ar.d had been addressed to the extent prac-
ticable, pending rezolution of the more basic management
problems. GAO believes that development of criteria for
selecting species and a timetable for establishing and im-
plementing criteria is essential to insure conservation of
the resources. (GGD-!6-34, Feb. 18, 1976.)

égprogx.utions

Department of Commerce, National Oceanic and Atmospheric
Administration, operations, research, and facilities.
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Izsues for consideration by the

Committees on Appropriations

ll

If the Fish and Wildlife Act of 1956 (16 U.S.C.
742c) were amended, as suggested by GAO, the Fish-
eries Loan Fund could be used to help mitigate the
problems of excess harvesting capacity by encourag-
ing vessel owners to transfer their operations from
fisheries with excess capacity to those that are
less developed.

The National Oceanic and Atmospheric Administration,
National Marine Fisheries Service, should increase
its efforts to achieve management of domestic fish-
ery resources. Therefore, the Secretary should in-
sure that the Service accelerates its programs
designed to protect our fishery resources.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

FOOD AND DRUG ADMINISTRATION

Stronger measures needed to insure
that medlcal dlathermx dev1ces
are safe and effective

The Food and Drug Administration (FDA) is responsible for
regulating medical diathermy devices which are used for
treating many types of muscle and tendon pain.

Although the agency is responsible for insuring that
all medical diathermy devices marketed in interstate commerce
are safe and effective for their intended use and properly
labeled, it has not implemented an effective regqulatory pro-
gram to carry out this responsibility. FDA has not estab-
lished safety and performance standards for diathermy de-
vices or carried out an adequate surveillance and enforce-
ment program to insure that these devices comply with Federa.
requirements.

HEW advised GAO that the Federal Focd, Drug, and Cosme-
tic Act, as amended by the Medical Device Amendments of 1976
(P.L. 94-295), provides FDA with the needed authority to
assure that the public is protected from unsafe and ineffec-
tive medical devices. According to HEW, the implementation
of the amendments will provide appropriate regulations for
medical diathermy devices. However GAO believes that the
additional authority will not measurably improve FDA's
regulation of diathermy devices unless FDA develops an
effective regulatory program for these devices. (HRD-76-153,
Sept. 2, 1976.)

Appropriation
Agriculture, FDA, environmental and consumer protection.

Issue for consideration by the
Cogmlttee on Aggrggrlatlons

FDA needs to establish an effective program to insure
that medical diathermy devices meet Federal requirements.
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DEPARTMENT OF HEALTH, EDUCATION AND WELFARE

HEALTH RESOURCES ADMINISTRATION

Grant and contract activities
of the National Center for
Health Services Research

The purpose of the National Center for Health Services
Research is to improve health care delivery through re-
search and demonstrations. The Center's major goals are to
increase the availability and accessinility of health care,
promote a higher quality of care, and contain health care
costs.

GAO reported to Senator William Proxmire that although
the Center has formulated various goals and obiectives, they
are not well defined nor have they been adequately communi-
cated to officials of several Center divisions. 1In addition,
the Center lacks the ability to determine whether gcals are
being achieved. The Center must also develop sound decision-
making policies for selecting the proper funding instrument--
grant or contract.

GAO also reported that the Conter has not clearly de-
fined the role its project officers are to fulfill in the
monitoring of grants and contracts, nor has the Center estab-
lished any procedures or guidelines for carrying cut such
monitoring responsibilities.

One of the Center's major functions is to disseminate
its research findings to improve the delivery of health ser-
vices. The Congress, in passing Public Law 93-353, eapressed
the belief that it was important that the data used in health
services research and the research results te available to
the public. 1In this regard, GAO found that the publication
of reports received by the Center and the availabiliiy of
data developed by projects needs to be imprcved.

GAO recommended that the Secretary of HEW require the
Center to (1) establish more specific goais a1 @ objectives,
(2) have its professional staff indcotrinated on HEW in-
structions for selecting thke appropriate funding instrument,
(3) better define the role of project officers and develop
guidelines for them to follow in carrying out their monitor-
ing responsibilities, and (4) increase efforts to acguire
final reports in a timely manner and implement data d.ssemi-
nation policies and methods consistent with the provisions
of Public Law 92-353. (MWD-76-80, Apr. 6, 1976.)
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Appropriation

Health Resources Administration, health services
research.

Issue for consideration by the
Committees on Appropriations

In approving budget requests for health services re-
search, the Committees might wish to assure that progress
is being made in defining program goals and objectives, se-
lecting available funding instruments, monitoring of grants
and contracts, and dissemination of information.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

HEALTH SERVICES ADMINISTRATION

Factors that impede progress in implementing
the Health Maintenance Organization Act of 1973

GAO reported to Congress on September 3, 1976, that HEW
has not organiz2d, administered, or staffed the Health Main-
tenance Organization (HMO) program to effectively implement
the requiremnents of the act.

The headquarters functicnalized organization needed
considerable coordination and cooperation among its components.
Lack of staff, coupled with a lack of final regulations and
guidelines, makes effective and uniform administration of a
nationwide program of HMO grants, loans, qualifications, and
regulations extremely difficult.

HEW has not taken any affirmative action in determining
if any State laws could restrict developing HMOs.

GAO recommended that HEW obtain additional staff,
especially in the regions, with sufficient expertise in mar-
ketlng, actuarial analysis, and financial management and
issue all final regulations and guidelines required by the
act to more effectively and uniformly administer the nation-
wide HMO program within legislatively required timeframes.

Furthermore, GAO recommended that HEW identify the
extent to which State laws may restrict HMOs and seek legis-
lative amendments consistent with the objectives of the
restrictive State law provision in the act. {(HRD-76-128,
Sept. 3, 1976.)

Appropriations

Secretary of HEW, Division of Health Maintenance Organ-
1zations, Bureau of Medical Services, Health Services Admin-
istration.

Issues for consideration by the
Committees on Appropriations

The problems noted above must be overcome to achieve bet-
ter results from the HMO program. Because of the problems HEW
experienced in implementing the act, the Ccngress should, in
developing legislation to achieve a program goal by a specific
time (1) specifically provide the time needed to develop and
issue impiementing regulations and guidelines and (2) syn-
chronize funding with the status of program implementation.
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DEPARTMENT OF HFaLlili, EDUCATION, AND WELFARE

HEALTH RESOURCES ADMINISTRATION
AND HEALTH SERVICES ADMINISTRATION

Progress and problers in
training and using assistants
to primary care physicians

From 1969 to 1974, HEW funded about 100 training pro-
grams for assistants to the primary care physician (physi-
cian extenders) through grants to universities and other non-
profit organizations. HEW support during this period totaled
about $34 million.

In a report to the Congress, GAO pointed out a number of
problems that must be overcome to achieve maximum results
from these new health care professionals. These problems
deal with (1) the length and type of training mos* appropriate
for physician extenders, (2) the manner in which physician
extenders are to’ be used to alleviate health manpower geo-
graphical distribution problems, and (3) the most appropriate
manner of granting official recognition to phy51c1an ex-
tenders.

GAO recommended that HEW insure that physician exten-
ders are (1) trained efficiently and economically, (2)
granted appropriate and essential professional and legal re-
cognition, and (3) deployed in health manpower shortage areas.
HEW generally agreed with GAO's recommendations and aavised
it of actions taken or plenned. (MWD-75-35, Apr. 8, 1975.)

Appropriations

HEW:
~-Health Resources Administration, nealth manpower.

-~Health Services Administration, Indian Health Ser-
vice (Department of the Intericr and related
agencies).

Issue for consideration by
the Committees on Appropriations

The various prcblems noted above must be overcome to
achieve maximum results from the physician extender programs.
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DEPARTMENT OF HEALTH, EDUCATION AND WELFARE

NATIONAL INSTITUTES OF HEALTH

Better controls needed over
biomedical research supported by the
National Institutes of Health

The National Institutes of Health (NIH) supports through
grants, intramural research conducted in its own laborator-
ies, and contracts, most biomedical research done in the
United States. In fiscal year 1974 it obligated about $2
billion for this purpose.

GAO reported to the Congress that NIH has been funding
some research grants even though better research was pro-
posed because it does not terminate ongoing research grants
when progress is poor and cannot, under its regulations, ter-
minate grants when better applications could be funded or
when recent scientific developments or other circumstances
result in the research no longer being of public benefit.

Most intramural research projects were initiated without
formal peer review and approval, and many ongoing projects
had not been reviewed by boards of scientific counselors--
outside review groups who advise ins-itute directors on
scientific matters pertaining to intramural research pro-
grams. Where NIH had specific research projects reviewed
through these boards, the boards identified some research as
being of low scientific merit or questionable mission rele-
vance. None of the rese:rch so identified, and reviewed by
GAO, had been formally reviewed and approved by peer review
groups before it was .1 .:1itiated.

GAO made recommendations for improving management prac-
tices with which HEW agreed, but it generally disagreed with
recommendations to help insure that NIH supports research
with the greatest scientific merit, pointing out that the
GAO recommendations would cost too much to implement, re-
quire large staff increases, and disrupt the stability of the
scientific community.

GAO believes that HEW overemphasized the increase in
staff and cost. The relatively few projects that might be
terminated in favor of better grant applications would pro-
bably not disrupt the scientific community. GAO continues
to believe significant benefits can be gained by adoption of
its recommendations. (IfWD-76-58, July 22, 1976.)
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Appropriation

HEW, NIH, biomedical research.

Issues for consideration by the

Committees on Appropriations

1.

NIH may fund better research grants if it were to
selectively terminate ongoing grants and use re-
leased funds for applications it would r.ot otherwise
support. Grounds for termination action could in-
clude applications with significantly better
scientific merit being funding, poor research pro-
gress, or research no longer being of public benefit
due to recent scientific developments or other events.

NIH's intramural research could be improved if writ-
ten plans for all research were reviewad and approvec
by peer review groups before projects are initiated,
and the boards of scientific counselors were to re-
view all ongoing intramural research projects.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

NATIONAL INSTITUTES OF HEALTH

Policy decisions needed in designating
comprehensive cancer centers

The National Cancer Act of 1971 (Public Law 92-218)
authorized the National Cancer Institute (NCI) to establish
15 comprehensive centers for clinical research, training,
and demonstration of advanced diagnostic and treatment
methods.

In a report to the Secretary of HEW, GAO recommended
that the NCI:

~-Decide on the specific factors +that it will use to
determine locations of comprehensive cancer centers.

--Report to the appropriate congressional committees on
the effect other factors will have on locations of
centers and the feasibility of achieving an appropri-
ate geographic distribution.

~-Clarify the rocle of the compreher.sive center as a
focal point for demonstration programs, including
estaklishing criteria for determining when the centers
can effectively act as focal points. (MWD-76-98,

Mar. 17, 1976.)

Appropriation

HEW, National Institutes of Hzalth, biomedical research.

Issue for consideration by the
Committees on Appropriations

To insure the most effective use of grants for core
support of existing comprehensive cancer centers and planning
support of potential centers, NCI should resolve the issues
of the centers' geographic distribution and role in demon-
stration.
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DEPARTMENT OF HEALTid, EDUCATION, AND WELFARE

OFFICE OF CHILD SUPPORT ENFORCEMENT

New child support legislation--
its potential impact and how t

improve it

In 1975, legislation was enacted to expand and strengthen
the child support program.

Before 1975, limited efforts were made to 2stablish
and enforce child support pavments. Shortcomings were noted
in obtaining sufficient data t¢ iocate absent parents; deter-
mining income and amount of support payments absent parents
could make, and reviewing and enforcing child support pay-
ments.

Based on a review of 600 cases, GAO estimated that about
$3.1 million more in child support could have keen collected
by establishing new child support orders and by bringing
others up to amounts required by existing payment criteria.
For 429 child support cases, about 51.5 percent of $248,400
($128,000) was not paid by absent parents during a 6-month
period. Further, over $644,500 in total unpaid support
existed on these cases.

GAO reported on what was being done to carry out nine
provisions of the new legislation and the problems being
encountered. Because the impact of the new legis’ tion will
need to be assessed, GAO recommended to the Secretary. i ,

that certain data be ir~1 .i-d in an annual report to tne
Congress indicating wr. .. _.li1ect the new legislation has had
on the program. HEW ayreed to this recommendation. GAO al-o

asked the Congress to consider amending four provisions cof
the legislation (MWD-76-63, Apr. 5, 1976.)

Appropriation

HEW, Social and Rehabilitation Service (SRS), public
assistance and salaries and expenses.

Issues for consideration by
the Committees cn Appropriations

1. Revision of the requirement for an annr. audit in
all States to requiring less frequent . ~its would
result in reduced audit costs since fewer auditors
would be needed. Since positions for the audit staff
have not been authorized, this could result in an
avoidance of future expenditures.
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2.

If the provision to provide a financial incentive to
AFDC families tu encourage their assistance in
identifying absent parents is not renewed beyond its
present expiration date of September 1976, a decrease
should take place in the funds needed for the AFDC

program.

Making the
basis of a
rate could
decreasing
pending on

Clarifying

incentive payments to localities on the
constant rate rather than at a decreasing
have the effect of either increasing or
funds needed for the AFDC program de-
what constant rate is established.

garnishment as it pertains to the child

support program could facilitate the collection of

nore child

support which in turn could reduce the

need for AFDC funds.
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DLPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF EDUCATION

Rising costs of Guaranteed
Student Loan Program

GAO reported to the Congress that the size and cost of
the Guaranteed Student Loan Program had increased rapidly
over the last few years and that the program currently repre-
sents a major portion of the Federal Government's efforts to
assist individuals in obtaining an education. The Student
Loan Insurance Fund is used to finance Federal insurance of
student loans and Federal reinsurance of student loans by
State or private non-profit agencies.

Higner EBaucation appropriations are used to pay interest
on eligible loans, special allowance payments to lenders, anad
claims arising from the death or disability of the borrower
for claims on loans disbursed on or after December 15, 1968&.
Interest and special allowance costs from inception of the
program through June 30, 1975, were $1.1 pbillion and $260 mil-
lion, respectively. The Student Loan Insurance Fund appro-
priation is used to pay claims arising from borrower defaults,
pankruptcies, and death and disability claims for loans dis-
obursed orior to December 15, 1968. Such claims amounted to
$329 million from inception of tnhe program through June 1975.
Administrative costs of the program are paid from appropria-
tions for salaries and expenses.

GAO reported to the Congress that 1nsses on defaulted
loans are climbing significantly in spite of the Office of
Education's efforts to upgrade its debt collection program.
The high default rate, estimated at 23 percent as of June 30,
1975, is greatly increasing the cost of the Guaranteed 3tudent

Loan Program and will necessitate substantial future appro-
priations.

Also, the financial statements of the Student Loan In-
surance Fund, as shown in the appendix to the Federal budget,
do not include tne vrogram's unfunded estimate of future
losses. As a result, the pbudget statements show a much
smaller net loss for fiscal year 1974 and do not show the
$300 million deficit in the Investment of the U.5. Government.
Future appropriations will be needea to fund this deficit.
(FOD-75-8, Feb. 12, 1975.)

HEW, Office of Education (JE), Student Loan Insurance
Fund.
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Issues for consideration by
the Committees on Appropriations

1. The estimated cost of the program is rising rapidly.

2. Most of the cost of the program will have to be paid
from future appropriations.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF EDUCATION

Training educators for the handicapped:
A need for Federal proyram redirection

GAO reported to the Congress that HEW needs to improve
its programs for helping to prepare teachers for the handi-
capped. The majority of the handicapped spend most their
school day in regular classrooms, yet regular classroom
teachers have not received training in the skills needed to
effectively teach handicapped students.

Although educators view the need for training regular
classroom teachers as essential to the effective education
of the handicapped, HEW has directed relatively little
effort toward this purpose. HEW's programs for preparation
of teachers for the handicapped have been directed mainly
toward stimulating growth in the capactiy cf colleges to
prepare specialists for educating the handicapped and for
financial support of college students entering the field of
special education. However, the capacity of colleges to
prepare such specialists has increased substantially and is
at present adequate to fulfill the demand for them.

GAO recommended that the Secretary of HEW direct the
Office of Education to provide a major emphasis on programs
for training the Nation's regular classroom teachers to
effectively deal with the handicapped, in cooperation with
State and local education agencies and institutions of
higher education.

HEW generally agreed with GAO's recommnendation, but the
amount of program funds OE plans to devote to training
regular classroom educators tc deal with the handicapped
shows little change. (HED-76-77, Sept. 28, 1976.)

Appropriations

HEW, OE, education for the handicapped.

Issue for consideration by
the Committees on Appropriations

To improve the impact of HEW's teacher-preparation
programs, the Committees might wish to redirect amounts of
funds from producing new special education teachers to train-
ing regular classroom teachers.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
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Improving federally assisted
family planning programs

GAO stated in a report to the Congress that the delivery
of family planning services tu welfare recipients could be
improved if (1) welfare caseworkers complied with the
requirement to offer family planning services to appropriate
welfare recipients, (2) family planning projects established
procedures aimed at enrolling low-income persons, and (3)
coordination between welfare offices and family planning
projects was adequate. The GAO report also stated that
program management could be improved by (1) making greater
use of third-party reimbursement programs, (2) performing
followup actions on missed appointments, (3) establishing
criteria for monitoring and evaluating costs and performance
of family planning programs, and (4) conducting more HEW
audits. GAO also recommended the development of a useful
reporting system for family planning services. HEW administers
the family planning programs under four separate organiza-
tional units with different legislative authorities. (MWD-
75-25, Apr. 15, 1975.)

Appropriation

Secretary of HEW, Office of Population Affairs, Social
and Rehabilitation Service, Health Services Administration.

'he various problems noted above must be overcome to
achieve maximum results from the family planniny programs.



DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

PUBLIC HEALTH SERVICE

Hepatitis from blood transfusions:
Evaluation of methods to
reduce the problem

GAO examined various ways to reduce the incidence of
hepatitis from blood transfusions, including HEW's plan
calling for the elimination of the practice of purchasing
blood and use of a national or regional registry of un-
acceptable blood donors.

In a report to the Congress, GAO made several recom-
mendations which it believes will improve the quality of
blood used in transfusions. GAO states, and HEW agrees, that
evidence clearly indicated that some blood banks which pay
their donors supply blood of relatively high quality and of
a higher quality than others which rely fully on volunteer
donors. This is particularly true of hospital-operated blood
banks which obtain blood from well-defined and controlled
populations.

GAO recommended that the Secretary of HEW modify the
National Blood Policy so that it does not call for elim-
inating paid blood from banks which can show a valid record
of supplying high quality of blood. The Secretary disagrees
with this recommendation and states that, as a matter of
general practice, there is no reliable means to distinguish
between high and low risk paid donors. This appears to be
inconsistent with a statement by the Commissioner of the
Food and Drug Administration that a proposed requirement to
label blood to distinguish between paid and volunteer donors
will encourage blood banks which pay their donors to present
practical evidence demonstrating that their paid donor
population is as safe as the volunteer donor population.

GAO also recommended that the Secretary of HEW promote
the establishment of a registry listing individuals unaccept-
able as blood donors and employ procedures to develop an
effective registry system. The Secretary concurs with the
need for registries of unacceptable donors, and states that
the Department is prepared to work with various organizations
to find the appropriate organizational loci for such regis-
tries. (MWD-75-82, Feb. 13, 1976.)

Appropriation

HEW, National Institutes of Health and FCA.
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Issues for consideration by
th: Committees on Appropriation

1. The medical cost of hepatitis resulting from blood
transfusions has been estimated to be as much as
$40 million annually. If paid blocd collected by
blood banks which can show a valid record of supply-
ing high-quality blood is arbitrarily eliminated and
results in the reliance cn blood from other sources,
either paid or volunteer, which is of a lesser
quality, additional costs for treating patients with
hepatitis resulting from blcod transfusions could
result. A portion of these costs will be paid by
Federal health programs such as Medicare, Medicaid,
and health care for Federal beneficiaries, which in
fiscal year 1976 had estimated outlays of $38 billion,
or 33 percent of the Nation's total cost for health
care.

2, After an organization is identified to serve as the
loci for a blood donor registry, funds may be needed
to assist in the development and/or operation of the
registry. Also, if such an organization is not iden-
tified outside the Government, HEW may have to
request additional funds to operate such a registry
itself.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

PUBLIC dAEA:TH SERVICE,
SOCIAL AND JEHABILITATION SERVICE, AND
SOCIAL SECUKITY ADMINISTRATION

History of the rising costs of the
Medicare and Medicaid Programs and
attempts to control these costs: 1966-1975

This report (MWD-76-93, Feb. 11, 1976) summarized HEW's
response as of December 1975 to 31 reports to the Congress,
its committees, and the Secretary of HEW with recommendations
for controlling the costs of the Medicare and/or Medicaid
programs. Of the 83 recommendations GAO made to HEW in these
reports, 29 had been fully or substantially carried out by
HEW, 47 had been partially fulfilled, and 7 had not been
implemented. Of the 54 recommendations that had only been
partially implemented or not implemented at all, 47 related
to the Medicaid program.

HEW has responded very slowly to GAO recommendations to
improve the Medicaid program. Following are two of the more
important Medicaid recommendations which HEW has not fully
or substantially implemented.

Payment fcr drugs under the Medicaid
program which are ineffective or show
little evidence of effectiveness

In February 1974, GAO reported to the Secretary of HEW
that three States included in its survey of the administra-
. tion of the Medicaid drug program were spending large amounts
for prescription drugs that had been declared ineffective or
possibiy effective by the Food and Drug Administration. Ac-
cording to the Administration, "ineffective" means that
there is no acceptable evidence of effectiveness and
"possibly effective" means that there is little evidence
of effectiveness.

On the basis of available data on Medicaid expenditures
in California, Ohio, and Texas (the three States surveyed)
for the period September 1972 through August 1973, GAO esti-
mated that these States spent about $8.3 million annually
for ineffective and possibly effective drugs.

Although HEW issued regulations in October 1971
prohibiting expenditures of Federal funds under its direct
care programs for ineffective and possibly effective drugs,
it had not issued similar regulations for Medicaid expend-
itures. As early as May 1972 GAO recommended that such
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regulations be issued. (B-164031(2), Feb. 15, 1974.)

Medicaid fraud and 3abuse

GAO recommended in April 1975 that HEZW insure that all
States comply with Federal requirements for investigating
sugpected fraud and abuse cases. While HEW has made many
improvements in establishing a Medicaid fraw” and abuse
unit, much needs to be dore by the Department to assure State
compliance with Federal requirements for investigating
suspected fraud and abuse cases. (MWD-75-74, Apr. 14, 1975.)

Appropriation

HEW, Social and Rehabilitation Service, »Jjublic assist-
ance and salaries and expenses.

Issues for consideration by the
Committees on Appropriations

1. HEW should insure that Medicaid beneficiaries are
protected from ineffective and possibly effective
drugs and that Medicaid funds are not being applied
wastefully and inappropriately.

2. In approving appropriations for Medicaid and related
administrative expenses, the Committees might wish
to obtain assurance that progress is being made in
detecting and reducing fraud and abuse in the Medi-
caid program. Increased State and SRS efforts to
reduce Medicaid fraud and abuse may result in
increased administrative expenses and budget
requests.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCIAL AND REHABILITATIION SERVICE

Improvements needed in evaluating Federal
programs concerning the well-being of children

GAO reported to the Congress that in its review of child
pvotective service provided by welfare agencies it found no
means available for assessing the extent of change in and the
adequacy of a chilé's situation. GAO developed and tested :
such a method whichk showed that while there was generally im-
provement in a child's situation, such improvement often took
considerable time. At the local level, several obstacles
hindered greater accomplishments by child welfare agencies.
At the Federal level, HEW had not evaluated the well-being of
children adeguately and was not fully informing States of the
results of research and demonstration projects.

GAO recommended that HEW:

--Develop a system for evaluating the well-being of
children and the impact of federally supported programs.

--Develop an informaticn system to enable it to determine
reasons for differences in the well-being of children
among the States.

--Focus research projects on the greatest obstacles to
improvement.

--Provide better dissemination among State and local
welfare agencies of the knowledge gained from research.

HEW agreed with GAO's recommendations concerning research
efforts. HEW agreed in principle with the recommendation to
develop an evaluation system but cited several issues which
needed to be resolved. GAO's report included several sugges-
tions for resolving the issues raised. HEW rejected the pro-
posal for an information system citing the need to first de-
welop the evaluation conceot. GAO believed, however, that
both must be developed simultaneously to avoid the risk of de-
veloping a theoretically sound but operationally impractical
concept. (MWD-76-23, Apr. 9, 1976.)

67



Appropriations

HEW:

--Departmental management, general departmental manage-
ment (executive direction).

--Assistant Secretary for Human Development, human de-
velopment (child development) .

--Social and Rehabilitation Service, public assistance
and salaries and expenses.

Issue for consideration by the
Committees on Appropriations

In approving budget requests for providing services to
children, the Committees might wish to assure that HEW is
adequately evaluating the impact of federally supported pro-
grams on the well-being of children.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCIAL AND REHABILITATION SERVICE

Ineligible recipients are receiving
benefits under Medicaid

GAO reported to the Secretary of HEW that the Federal
Medicaid prngram in New York City was erroneously charged
for:

--State home relief recipients who were ineligible for
federal benefits.

--Payments on behalf of medically needy persons regard-
less of their liability for at least some of their
medical expenses.

~--Payments on behalf of people whose incomes were higher
than reported and were, thus, ineligible for assist-
ance.

New York City did not exercise the required internal
controls over its Medicaid computer operations. Moreover,
neither New York State nor the Social and Rehabilitation
Service took the necessary steps to insure the City's com-
pliance.

GAO recommended that the Secretary of HEW direct the
Administrator, 3RS, to:

--Require SRS regional offices to review intarnal controls
over States' Medicaid automated claims--processing sys-
tems.

--Encourage States to verify client-supplied earnings
data against data from other sources by using avail-
able computer systems.

(MWD-76-45, Oct. 17, 1975.)

Appropriation

HEW, SRS, public assistance and salaries and expenses.
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Issue for consideration by
the Committees on Appropri:ations

In approving appropriations for Medicaid and related ad-
ministrative expenses, the Committees might wish to obtain as-
surance that progress is being macde in insuring that States
are making payments only on behalf of persons eligible for
medical assistance under the Medicaid program.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCIAL AND REHABILITATION SERVICE

Utilization review penalties

Section 1903(g) of the Social Security Act requires that
States have an effective program over utilization of inpatient
care provided in a hospital, skilled nursing facility, or in-
termediate care facility. Failure to comply with this re-
quirement is supposed to result in the loss of one-third of
the Federal medical percentage for all inpatient care over €0
days or in hospital for mental disease beyond 90 days. ©States
must submit quarterly certifications that "hey have complied
with the requirement.

The wording of the act permits the Secretary of HEW to
accept as timely and valid certifications unverified state-
ments of compliance filed months after the quarters in ques-
tion are over. HEW's review of the States' compliance is not
proceeding in a timely manner. Administration of the penalty
provision is complex and burdensome and amending the provision
could relieve this problem. GAO recommended that legislation
be drafted to specifv the timeframe for and minimum informa-
tion content of the quarterly certifications already required
by the act. (MWD-76-89, Jan. 26, 1976.)

On the basis of HEW's failure to reduce Medicaid payments
as required by the Social Security Act, GAO notified the Sec-
retaries and HEW and the Treasury that GAO will act to disallow
payments with respect to State payment requests submitted on
or after July 1, 1976, by States that are not in conformance
with the act. (MWD-76-137, June 1, 1976.)

Appropriatic ns

HEW:
-- Assistant Secretary for Health, salaries and expenses.

--Social and Rehabilitation Service, public assistance
and salaries and expenses.

Issues for consideration by
the Committees on Appropriations

In approving budget requests for Medicaid and related
administrative expenses, the Committees might wish to ~<sure
that progress is being made in improving control over
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utilization of inpatient care. Increased State and SRS efforts
tocward solutions may result in incrcased administrative ex-

penses and budget requests or in reallocation of budget pri=-
~~ities,
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCIAL AND REHABILITATION SERVICE AND
SOCIAL SECURITY ADMINISTRATION

Improvements needed in managing and
monitoring patients' funds maintained
by skilled nursing facilities and
intermediate care facilities

Each aged, blind, or disabled Medicaid patient in a
skilled nursing facility or intermediate care facility is en-
titled to an allowance of at least $25 a month for personal
needs. There were deficiencies in managing patients' funds
in each of the 30 facilities reviewed. HEW has issued limited
regulations or instructions on managing these patients' funds.

The annual State inspection of all facilities participat-
ing in the Medicaid program should include reviews of patients
funds procedures. There is some question as to the ability of
the inspectors to determine whether a facility has properly
implemented the policies and procedures for handling patients'
funds. In at least one region, HEW has not provided needed
training on the proper handling of patients' funds to State
inspectors.

Recom .- ndations to HEW included:

--Issuing additional regulations to safeguard patients'
funds.

--Training State inspectors.

--Encouraging States to modify th=2ir common audit agree-
ments with Medicare fiscal intermediaries to include
reviews of patients' funds at skilled nursing facilities
(MWD-76-102, Mar. 18, 1976.)

Appropriations

HEW:
--Assistant Secretary for Health, salaries and expenses.

~--Sociai and Rehabilitation Service, ptblic assistance
and salaries and expenses.

~-Social Security Administration (SSA), Federal Hospital
Insurance Yund (Medicare) and salaries and expenses.
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Issues for consideration by
the Committees on Appropriations

In approving budget requests for Medicare, Medicaid, and
related administrative expenses, the Committees might wish to
assure that progress is being made in improving the manage-
ment of patients' funds. Increased State, SSA, and SRS efforts
toward solutions may result in increased administrative ex-
penses and budget requests or in a reallocation of budget
priorities.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCIAL AND REHABILITATION SLPVICE AND
SOCIAL SECURITY ADMINISTRATION

Need te reduce administratively
necessary hospital days

The Medicare and Medicaid proarams pay for thousands of
days of inpatient hospital care each year for persons no
longer requiring hospital care and where lower cost facilities
would be more appropriate. HEW officials do not know how many
such social services or administratively necessary days are
paid for eacn year nor the specific reasons. GAO recommended
that HEW:

-~Require States and Medicare intermediaries to r.cort
the number of and specific reasons for administratively
necessary days.

--Establish criteria for determining which administra-
tively necessary days should be paid for by Medicare
and Medicaid. '

--Evaluate the date to determine how to reduce admini-
stratively necessary days through more prompt place-
ment in lower cost facilities and, where appropriate,
increasing the number of beds in lower cost facilities.

(HRD-76-142, June 29, 1976.)

Appropriations

HEW:
--Assistant Secretary for Health, salaries and expensces,

--Social and Rehabiliiration Service, public assistance
and salaries and expenses.

--Social Security Administration, Federal Hospital in-
surance Fund (Medicare) and salaries and expenses.

Issues for consideraticn by
the Committees on Appropriations

In approving budget request for Medicare, Medicaid, and
related administrative expenses, the Committees might wish to
assure that progress is being made in reducing administratively
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necessary days. Increased State, SSA, SRS efforts toward
solutions may result in increased administrative expenses

and budget requests or in a reallocation of budget priori-
ties.
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DEPARTMENT OF HOUSING AND URBAN DFVELOPMENT

Efforts to assess the environmental impact
of proposed projects have been ineffective
In July 1975, GAO reporte to the Congress that, in the
5 years since the passage of ° -4ational Environmental Policy
Act, the Department of Housing and Urban Development (HUD) had

not developed and implemented an adequate program for assessing
the environmental impacts of projects proposed for its approval.

GAO recommended that HUD:

--Elevate the environmental assessment function to the
highest practical independent organizational level.

--Emphasize to management the need to give higher prior-
ity to complying with requirements of the National
Environmental Policy Act.

~--hequire clearance personnel to make more effective use
0% the environmental expertise available in other
Federal, State, or local agencies.

--Se" up a specially designed training program to peri-
odically instruct personnel in performing more adeguate
clearar -es.

HUD generally disagreed with GAO's findings and its
proposals fcr corrective action.

Under requlations for implementing the Housirg and Com-
munity Development Act of 1974, HUD has made localities re-
sponsible for assessing the environmental impacics of projects
to be funded with community development block grants. HUD
offices, however, retain resporisibility for the function for
housing assistance or insurance projects, which accounted for
most actions before passage of the 1974 act. (RED-75-393,
July 22, 1975.)

Appropriaticn

HUD, community planning and deva2lopment, salaries and
expenses.
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Issues for consideration by the
Committees cn Appropriations

1. HUD could substantially improve its implementation
of the National Environmental Policy Act by (a) ele-
vating the level of attention given to the environ-
mental clearance function, (b) emphasizing to manage-
ment the need to give higher priority to complying
with requirements of the act, (c) requiring clearance
personnel to make more effective use of environmental
expertise available, and (d) establishing a training
program to instruct personnel in performing clearances.

2. 1In view of HUD's lack of priority and emphasis on
assessing the environmental impacts of projects which
it approves, localities may not be effectively
carrying out their responsibilities for the environ-
mental review of proposed projects.
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

FEDERAL HOUSING ADMINISTRATION

Action being taken t¢ correct weaknesses
in the system of paying taxes on
acquired residential properties

In a report to the Congress, GAO pointed out that weak-
nesses in the Department of Housing ancd Urban Development
procedures and practices followed in administering its prcperty
tax payment system has resulted in erroneous, duplicate, and
delinquent tax payments as well as failure to pay taxes owed.

bDetails on GAO's review of HUD's property tax system were
presented in testimony on September 25, 1975, before +he Sub-
committee on Manpower and Housing, House Committee on Govern-
ment Operations.

GAO suggested to officials of HUD various measures to
improve the property tax payment system, including the use of
automatic data processing and establishing an accurate ac-
counting of tax liabilities.

HUD agreed to take corrective action in line with GAG
sugrestions. (FGMSD-76-24, Nov. 26, 1975.)

Appropriation

HUD, homeownership and rental housing zssistance, mort-
gage credit.

Issues for consideration by the
Committees on Appropriations

The Committees may wish to inquire about the progress
being made to establish an effective system for paying and
accounting for property taxes, inclvding the related costs
involved in converting HUD's manual mortgage-—accounting sys-
tem te a computerized system.
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

FEDERAL HOUSING ADMINISTRATION

Need to_take prompt and aggressive action
to collect millions of dollars of delinquent
mortgage insurance premiums

The Department of Housing and Urban Development account-
ing records showed that as of February 1, 1976, about 6,400
mortgagees were delinquent in paying about 285,000 mortgage
insurance premiums amounting to over $20 million. HUD, there-
fore was denied the use of these funds on a timely basis to
meet program needs and is required to obtain needed funds
through appropriations or borrowing. As a result the Govern-
ment incurs unnecessary costs.

In an interim report to the Secretary of HUD GAO recom-
mended that HUD take prompt and aggressive action to collect
the millions of dollars of delinquent mortgage insurance
premiums and initiate action to improve the accounting system
for mortgage insurance premiums and related billing and
collection procedures.

HUD agreed with GAO recommendations and reported there
has been a substantial improvement in the condition cf the
delinguent premium inventory. GAO is continuing to review
the systems of accounting for insurance premiums at the
central office and at mortgagees to fully identify the
actions needed to achieve an effective system. (FGMSD-75-54,
May 5, 1976.)

Appropriation

HUD, Federal Housing Administration Fund.

Issue for consideration by
the Committees on Appropriations

Additional funds will be required to maintain and
operate the fund if timely collections are not made.
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DEPARTMENT OF THE INTERIOR

BONNEVILLE POWER ADMINISTRATION

Status of the Grand
Coulee~Raver Transmission
Line Project

The Bonneville Power Administration (BPA) is construct-
ing its first 500-kilovolt high capacity double-circuited
electricali transmission line. GAO reported on the progress
of this project in terms of changes in cost schedule and
performance from the agency's original budget presentation
in 1972. 1In addition GAO recommended several changes in
the way the agency procures acquisitions of this type. For
example, GAO reported that BPA did not include all project
and project-related costs in its estimate provided to the
Congress and recommended that costs estimates provided to
the Congress for future construction projects identify all
related project costs.

In addition GAO reported that the test program for the
steel towers were not completed as originally planned. Some
tests were canceled and others were not made at the ultimate
design load. While GAO recognizes BPA comments that such a
testing program would be more expensive, a successful *est
program is an important step in many major acguisition
programs. Therefore, GAO recommended that BPA iave redesigned
items tested in future transmission tower test programs.

Copies of this report were furnished to the House and
Senate Committes on Government Operations and Appropriations.

Appropriations

Department of the Interior, BPA.

Issue for consideration by the
Committees on Appropriations

The agency should have r designed items tested in futu-e
transmission tower test programe tnereby completing the ters .
programs as originally planned.

83



DEPARTMENT OF THE INTERIOR

TT'REAY OF LAND MANAGEMENT

Acreage limitations on mineral
leases not effective

The mineral leasing acts and implementing Federal requ-
lations place limitations on the number of acres of Federal
land that a person, association, or corporation may hold or
control under a single Federal mineral lease and under all
such leases. The primary purpose of acreage limitations is
to prevent monopoly of any particular mineral found on Fed-
eral lands.

In a report to the Chairperson, Subcommittee on Mines
and Mining, House Committee on Tuterior and Insular Affairs,
GAO reported that little is known about the basis and appro-
priateness of the current acreage limitations. Moreover, the
Bureau of Land Management has no system for insuring compli-
ance with the onshore oil and gas acreage limitation and was
not effectively controlling the phosphate, potash, and sodium
acreage limitations.

GAO recommended that the Secretary of the Interior re-
quire the Director, Bureau of Land Management.. to make a
study to help in determining whether there is a need for
limitations on Federal mineral holdings based on acrcecage or
some other measure, such as estimated mineral reserves. If
g0, the Director should determine the appropriate type and
size of the limitation for each mineral that the Fedeiral
Government leases and recommend to the Congress that the
mineral leasing laws be amended accordingly. 1If limitations
are needed, the Secretary should require the Bureau's Di-
rector to develop and implement a system to control the
limitaticon for each mineral the Federal Government leases.
(RED=-76-117, June 24, 1976.)

As directed by the Subcommittee, we did not obtain for-
mal written comments from the Department.

Appropriation

Department of the Interior, Bureau of Land Management,
naaement of lands and resources.,

.ssue. for consideration by the
“rmrmitte~s on Appropriations

Acreage limitations on Federal mineral leases were
not effectively controlled.
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The Bureau needs tc determine whether limitaticns
on Federal mineral holdings ar- needed; and if so,
to determine the appropriate type and size and to
establish an effective monitoring system to control
the limitations.,
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DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
AND U.S. GEOLOGICAL SURVEY

Role of Federal coal resources in meeting
national energy goa.s needs to be
determined and the leasing process improved

GAO assessed the potential of the coal leasing process
to meet the national coal production goals.

Because of its large holdings of low-sulphur coal, the
Federal Government is in a key position tou shape future pat-
terns of coal development. Most of the coal lands are admin-
istered by the Department of the Intericr and may be leased
to mine coal.

About 70 percent of the 536 Federal leases, conserva-
tively estimated to contain 16 billion tons of cocal, have
yet to produce. About 60 percent of the leases are 10 years
or older, and production is not expected on half of the
existing leases before 1990.

An issue which has never lkeen adequately addressed in
the 55-year history of the coal-leasing program is that of
timely development.

The ease of obtaining leases and the low costs associ-
ated with holding them have not increased production, con-
trary to the intent of the law. In fact, these conditions,
coupled with Tnterior's failure to enforce prodaction clauses
in the leases, provided a strong incentive for speculation.

In 1971 Interior nalted the issuance of coal leaszs and
prospecting permits because growing amounts of coal resources
were being placed under lease at a time when production was
falling off. Overall, production has been poor.

The Secretary of Interior anncunced a new coal-leasing
policy on January 26, 1976. Interior has decided to lift
the moratorium without having reasonable goals of how much
coal to lease or when to lease, based on the best possible
estimates of how much coal to erpect from development of the
leases.

The new leasing process appears to be much improved over

the previous system. However, much remains to be done befcre
it can be applied effectively on a large scale.
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There are weaknesses in the system which will undermine
seriously the effectiveness of the leasing process. Weak-
nesses exist in Interior's coal resources mapping program in
drilling programs to obtain data for mineral classification
and environmentali protection, and in the land management
planning system.

GAQ recommends that Interior:

--Specify what demands will be placed on Federal coal
resources in meeting the President's goal of doubling

coal production by 1985.

-~-Develop a systematic coal-drilling program to provide
planned and coordinated drilling through federally
financed activities. Such data should be made avail-
able to the public.

--Require existing and potential lessees and permittees
to furnish information on (1) reserve holdings, (2)
production plans, (3) reasons and justificetione for
non-production, and (4) the need, if anv, for addi-
ticnal Federal coal reserves.

Interior concurred that actions to develup the Nation's
coal resources should be undertakr:n only wit'h adequate know-
ledge and appreciation of the need and confaquences for csuch
development and believed that major initiatives now underway
adequately addressed most of the valid points raised.

GAC also recormended that the Congress (1) enact legis-
lation that would, for future leases, permit adjusting lease
terms more frequently than after a 20-year primary term and
(2) amend section 20la of the Mineral Leasing Act of 1920 to
provide for the award of leases only on a competitive basis.

On August 4, 1976, the Federal Ccal Leasing Amendments
Act of 1976 was passed., This law provid~d for the Secretary
of the Interior to (1) offer lands for coal leasing by com-
petitive bidding and (2) issue to any person an exploration
license whica confers no right to a lease. (RED~76-79, Apr.
1, 1976.)

Appropriation

Department of the Interior Geological Survey, Bureau
of Land Management, personnel, surveys, investigations.
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Issues_for consideration by the
Committees on Appropriations

The recommendations, if implemneted, would require
additional funds for (1) pers. nel to carry out an ex-
panded coal mapping prograr. and (2) expanded government
drilling to assess coal resources,
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DEPARTMENT OF THE INTERIOR

BUREAU OF MIMNES AND
U,%. GEOLOGICAL SURVEY

Need to develop a national
non-fuel-mineral policy

A GAO report to the Congress focused on activities of
the Department of the Interior under the Mining and Minerals
Policy Act of 1970 and the Nation's growing dependence on
foreign sources for many minerals and materials. GAO con-
cluded that further efforts are needed to clarify Interior's
views on national non-fuel-mineral policy, particularly as
to developing quantifiable standards for a strong and stable
dcmestic mining industry and criteria for defining acceptable
levels of imports.

Regarding non-fuel-minerals, the Department of the
Interior generally advocates a flexible policy under which
the United States can move from one supply mechanism, such
as impcots, to another, such as substitution of domestic
resources. Yet Interior's po:ition on this matter is not
clear. Further, steps to be taken to accomplish a flexible
supply policy, on a timely basis, have not been spelled out.

GAO recommended, therefore, that the Secretary of the
Interior

--identify and evaluate laws and agency programs that
affect maintaining and 4eveloping a sound and stable
domestic mining and minerals industry,

--weigh trade-offs between the purposes of such laws
and the Mining and Minerals Policy Act, and

--advise the National Commission on Supplies and Short-
ages, the Administration, and the Congress of changes
in the regulations and/or pertinent legislation
believed needed to strengthen development of a co-
herent national minerals policy.

GAC- also recommended that the Secretary of the Interior
exercise his leadership role in clarifying Interior's posi-
tion on a national non-fuel-mineral policy. As a minimum
this should entail (1) continuing analysis of the advantages
and disadvantages of relying on imports for specific
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commodities and (2) formulating recommendations for specific
actions and proygrams that may be needed to help reduce the
Nation's reliance on imports whenever and wherever such
reduc.ions are possible and desirable.

Such developments by Interior would help the Congress
in its consideration of various proposed legislation and
should materially help the National Commission on Supplies
and Shortages in its review of permanent resource needs,
(RED-76-86, July 2, 1976.)

Appropriation

Department of the Interior and Related Agencies Appro-
priations, Bureau of Mines, U.S. Geoiogical Survey.

Issues for consideration by the
Comnlttees on Appropriations

The Department of the Interior indicated that, as in all
efforts limited by budget and personnel, its efforts under
the Mining and Minerals Policy Act could be expanded only if
additional resources were available. It said the priori-
ties and benefits of such expansion must be considered in
the context of other legal responsibilities.

Interior may need additional funds in working to imple-

ment GAO's recommendations. GAO has suggested that Interior
should justify the needed additional resources.
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DEPARTMENT OF THE INTERIOR

BUREAU OF RECLAMATION

Appraisal procedures and solutions to
problems involving the l60-acre limitation
provision of Reclamation Law

GAO reported to the Chairman, Senate Select Committee
on Small Business, and the Acting Chairman for the Westlands
Hearings, Senate Committee of Interior and Insular Affairs,
that improvements were needed in the Bureau's appraisal
techniques to insure that large landowners in the Westlands
Water District do not sell their excess lands at values which
include enhancement resulting from the project. The Bureau
did not (1) adequately support its basis, or give considera-
tion to all appropriate factors, in establishing land values
without project benefits, (2) consider the usefulness to
the purchaser of farm facilities and equipment in estimating
their value, and (3) adequately document the basis for its
independent valuations.

GAO concluded that establishing a governmental purchas-
ing system of excess land for resale to family farmers pro-
bably had the potential for being more effective than two
other solutions suggested to GAO by the Chairmen for solving
rcoblems in administering the l60-acre limitation provision.
dhis would be particularly true if the owner were also re-
quired to be the farm operator. Because of the lack of
basic datz and the subjective considerations involved, the
Federal cost of such a solution is unknown.

Reclamation law limits to 160 acres the land on which
any one owner is entitled to receive water from a Federal
water resources project. Owners of more than 160 acres in
the Westlands Water District in California may receive water
on such excess land from the Bureau of Reclamation's Central
Valley Project if they sign recordable contracts agreeing
to sell such excess lands within 10 years to eligible buyers
at prices based on the actual bona fide value of such lands
Without referenre to the construction of the Federal pro-
ject. In a previous report to the Cheirmen (RED-76-98,

Apr. 9, 1978), GAO estimated that the Federal subsidy appli-
cg?le to the Westlands Water District would be about $658
miilion on a simple-interest present-value basic.

~ GAO recommended that the Secretary of the Interior re-
quire the Bureau to:

—~Un§ertake a formal study in the Westlands Water Dis-
trict to ascertain the value of excess lands, by class
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and location, without project enhancement, giving
consideraticn to the decreasing ground water supply
that would have resulted if the Federal project had
not beer constructed.

--Obtain from the seller supporting data for values
assigned t; the seller and to document in the sales
files the basis for valuations assigned by the
Bureau's appraiser.

--Issue detailed guidelines setting forth the criteria
and procedures for evaluating excess land sales.

GAO also recommended that the Secretary of the interior re-
quire that his internal audit staff schedule reviews of the
appraisal activity in the various Bureau regional offices.
(RED-76-119, June 3, 1976.)

Appropriation

.Department of the Interior, Bureau of Reclamation,
operation and maintenance.

Issues for consideration by
the Committeses on Appropriations

Because of the substantial amount of Federal subsidy
provided to the recipients of irrigation water from Bureau
of Reclamation projects and to insure that large landowners
do not sell their land at values which include enhancement
resulting from these Federal irrigation projects, the Com-
mittees on Approp.siations may want to inquire into the status
of the Bureau's actions on GAO recommendations.

. Also, additional appropriations may be required if a
bill is enacted to establish a revolving fund for a govern-

lmental purchasing system cf excess land for resale to family
farmers,
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DEPAR'IMTENT OF THE INTERIOR

BUREAU CF RECLAMATION

Bureau of Reclamation's procedures and .
practices for computing authorized cost ceilings
and project cost estimates need improvement

The authorizing legislation for Bureau of Reclamation
construction projects usually allows the Bureau to increase
the authorized cost ceiling for its projects to recognize
inflation. GAO estimated that this inflation increase
amounted to $1.4 billion for 1974.

In a report to the Chairman of the Conservat:ion, Energy,
and Natural Resources Subcommittee, House Committee on Govern-
ment Operations, GAO concluded that the Bureau had used pro-
cedures that allowed costs not subject to inflation, such as
expended funds, to increase the authorized cost ceiling un-
necessarily. Also, the Bureau had misapplied its procedures
in preparing the estimates of the authorized cost ceiling
and total Federal obligations for the fiscal year 1976 bud-
get submissions. Because of the weaknesses in the misappli-
cations of the Bureau procedures, GAO estimated that the
total Federal obligations in two of tha projects reviewed--
The Colorado River Storage Project and the Garrision Diver-
sion Unit--would exceed the authorized cost ceiling by $26.9
and $40 million, respectively.

GAO recommended that the Secref ary of the Interior
direct the Bureau of Reclamation to

--change its procedures to prevent costs not subject to
inflation from unnecessarily increasing “:he authorized
ceiling and to make the computation more comparable to
the estimate of total Federal obligations and

—--establish an independent internal review pProcess which
would verify compliance with Burwau procedures and
identify procedural weaknesses.

The Bureau of Reclamation revised its procedures in
August 1976 for indexing authorized cost ceiling and estima-
ting project costs. These procedures include provisions for
limiting the indexing of expended funds to incomplete con-
tracts (one of three methods suggested by GAO) and establish-
ing an internal review process to determine compliance as
well as consistency in the internal review process.

Using GAO's preferred method for limiting the indexing
of expended funds, the Subcommittee determined, with the
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assistance of the Bureau and GAO, that 19 of the Bureau's 35
projects for fiscal year 1977 would exceed the authorized
cost ceilinges by a total of $675 million. (RED-76-49,

Nov. 17, 1975.)

Appropriation

Department of the Interior, Bureau of Reclamation,
construction and rehakilitation and operation and mainte-~
nance.

Issues for consideration by the
Committees on Approp-iations

In their review of the FY 1978 project data sheets for
Bureau of Reclamation projects, the Committees may want to
determine if the Bureau has revised its procedures for com-
puting authorized cost ceilings. The question as to whether
a project exceeds its authorized cost ceiling may depend on
the methods used in computing the ceiling.
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DEPARTMENT OF THE INTERIOR

BUREAU OF RECLAMATION

Managing recreation facilities
at Bureau of Reclamation
reservolrs

GAO reported to the Chairman of the Conservation, Energy
and Natural Resources Subcommittee, House Committee on Govern-
ment Operations, on (1) the Bureau's policy of assigning man-
agement of recreation areas at its reservoirs to non-Federal
agencies and (2) its supervision of such management.

At several reservoirs, the Bureau had been unable to in-
terest either Federal or non-Federal agencies in assuming re-
sponsibility for developing and operating recreation facili-
ties. As a result, these reservoirs had limited recreation
facilities. Also, at a few reservoirs, public access to the
lakes was restricted because concessioners had developed
mobile home parks.

GAO recomrinded that the Secretary of the Interior:

-~-Cbtain statutory authority to develop, operate, and
maintain recreation facilities at Bureau reservoirs
when (1) other Federal or non-Federal agencies are
either unwilling or unable to assume such responsibi-
lity or (2) maragement by a non-Federal agency would
be unsatisfactory.

--Establish a policy on developing mobile home parks at
Bureau reservoirs to insure that such development
does not restrict public use of the reservoirs.

The Bureau generally agreed with the recommendations.
The Department advised the Subcommittee that a legislative
proposal was being developed to provide the needed statutory
authority and that its reqgulations were being revised to
cover mobile homes in its cabin site policy. In June 1976,
Bureau officials informed GAO that the Department of the
Intericr was further considering the legislative proposal
and revised regulations. (RED-~74-2135, July 29, 1974.)

Appropriation

Department of the Interior, Bureau of Reclamation,
construction and rehabilitation and operatior and mainte-
nance.
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Issue for consideration by the
Committees on Appropriations

The Bureau of Reclamation may need additional funds if
it obtains the statutory authority to develop, operate, and
maintain recreation facilities at Bureau reservoirs when
other Federal or non-Federal agencies are either unwililing
or unable to a-sume such responsibility or when management
by a non-Federal agency would be unsatisfactory.
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DEPARTMENT OF THE JNTERIOR

BUREAU OF RECLAMATION

More effective procedures needed for
establishing payment terms and developnient
periods for irrigation projects

GAO reported toc the Secretary of the Interior on the
Bureau of PReclamation's procedures and practices for deter-
mining the payment terms and development periods used to
recover that portion of multipurpose water resource project
costs allocated to irrigation.

Water users are required to repay, over a pericl of
about 50 years, only that part of irrigation costs which they
have the ability to pay. A development period, not to exceed
10 years, is allowed for the irrigators to develop tneir land
and achieve the fina :ial position necessary to meet any
added costs before t!} start of the repayment period. The
irrigators' ability to pay is determined by estimating the
difference between their incomes with and without an irriga-
tion project. Such determinations involve projections of
farm sizes, type and yuantity of crops, and crop prices.
Thus, the determinations are based on subjective evaluations--
each of ,which can substantially affect the ancunts determined
to be available for repayment.

GAO concluded that financial data applicable to all
farm sizes and types of crops had not been used in computing
irrigators' ability to pay and that inconsistent criteria
had been used for establishing development periods. Also
the Bureau's long-term contracts with irrigation districtc
in the Pacific Northwest, Upper Colorado, and Mid-Pacific
regions generally did no* contain provisions for adjusting
the construction cost obligation and water rates during the
40-year life of the water contracts. Finally, the subiective
nature of the Bureau's determinations of the irrigation dis-
tricts' ability to pay and the changing economic conditions
that occur over a long period indicate that the determina-
tions should be periodically updated.

GAO recommended that the Bureau be reguired to:
--Prepare and issue to its regional offices uniform

guidelines for establishing irrigation payment terms
and development periods.
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~-Make provisions in future irrigation contracts for
periodically adjusting the total construction cost
wbligation and the related water rates and other pay-
mencs on the basis of changes in irrigators’ ability
to pay.

Interier told GAO that the development of more uniform
and equitable criteria for water contracts, including a
provic:ion for regularly reviewing ability to pay determina-
tions was pending until the study authorized under Section
80 of the Water Resou ces Development Act (P.L. 93-251) was
completed. It is expected that this study will be forwarded
to the President by the end of 1976. (RED-75-372, May 23,
1975.)

Appropriation

Department of tre Int~rior, Bureau of Reclamation,
construction and relhabilitation and operation and main-
tenance.

Issues for consideration by the
Committees on Appropriations

To 1insure more equitab’- treatment of all multipurpose
water resource project custorcis and to avoid interest costs
to the Governnent which result from unnecessarily long
development periods, the Committees may want to inquire into
the status cof the development and implementation of Interior's
uniform gui?zlines for determining irrigators'’ ability to pay
and development periods. The guidelines should include a
Fvovision for regularly reviewing and updating the results
of their applicavion.
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DEPARTMENT OF THE INTERIOR

FEDERAL HYDROELECTRIC SYSTEMS

Federal hydroelectric plants
can in~crease power sales

GAO assessed the potential of increasing the dependable
electric capacity (the ability of a system to provide its
maximum output under adverse conditions for a specified
period) available for sale from Federal hydroelectric
systems,

Additional hydroelectric dependable capacity can be
made available for sale by

--changing the methods the Interior power marketing
agencies use in determining how much capacity can be
sold and

--reassessing the amount of capacity which is held in
reserve for contingencies.

GAO recommends that the Secretary of the Interior have
the Federal power-marketing agencies:

--Establish uniform guidelines for determining the
Federal power systems generatirg —apability under
adverse conditions, recognizing the differences of
the various systems.

--Determine the feasibility of establishing dependable
capacity based on purchases of power.

--Identify and obtain the modifications which would be
required to implement this method, including a pro-
vision for enough money to purchase the pow2r needed
in low-water years.

~-Sell any additional capacity as dependable based on
the results of the above action.

The Federal hydroelectric systems maintain larger gen-
eraging reserves than GAO believes are warranted by the
nature of their mission, the reliability of their systems,
or, in some cases, the requirements of the power pools to
which they belong. If such reserves could be reduced and
made available for sale, then additional revenues could be
earned by the Federal power systems, and in some cases post-
pone or reduce the need for additional generating capacity
to be constructed.
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GAO recommends that the Secretary of the Interior
require:

~=-The Bureau of Reclamaticon to redetermine the reserve
requirements for each power system, considering the
benefits derived from pooling arrangements and the
elimination of reserves based on load growth and
maintenance.

--The Federal power-marketing agencies, when entering
into new, or revising existing, power-pool agreements
to negotiate for more equitable reserve requirements
taking into consideration the historical reliability
of hydroelectric facilities.

--The Federal power-marketing agencies to sell the
capacity that may become available as a result of
redetermining reserve requirements.

Interior said that it was impossible to generalize on
the potential for adopting GAO recommendations. It pointed
out that the recommendations may be very workable for some
systems and impractical or have no significant impact on the
capacity of other systems.

Interior said it would make appropriate rtudies :o
determine the feasibility of implementing GAO recommendations
on a system-by-system basis. (CED-76-120, July 8, 1976.)

Appropriation

Department of the Interior, Surveys, Investigations,
Power Marketing Agencies.

Issues for consideration by
the Committees on Appropriations

1. The additional hydroelectric dependable capacity
could delay or, in some instances, displace alter-
native construction of electric-generating capacity.

2. If reserves more realistically represented expected
conditions, the Federal reserves could be reduced.
The additional capacity thus made available could
be sold.

3. 1If dependable capacity was based on purchases of
power during low water years, then funds would have
to be authorized during such periods.
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DEPARTMENT OF LABOR

DIRECTORATE OF AUDIT AND INVESTIGATIONS

Need for greater audit coverage
of internal financial areas

The Budget and Accounting Procedures Act of 1950 re-
quires the head of each Federal agency to establish and main-
tain systems of internal control, including appropriate
internal audit, in order to provide effective control over
and accountability for all funds, property, and other assets
for which the agency is responsible.

In a report to the Secretary of Labor, GAO stated that
the current audit effort of the Directorate of Audit and
Investigations does not provide adequate audit coverage of
internal financial operations as required by the Budget and
Accounting Procedures Act c¢f 1950. No audits had been made
during fiscal years 1973-76 of accounts receivable, the
payroll system, administrative control of funds, revenues,
financial statements, and the effec:iveness of the overall
accounting system.

Directorate officials said these areas were not audited
because of lack of staff and the need to apply available
staff to external audits of the Department's contract and
grant programs.

GAO recommended that the Secretary of Labor assess the
audit function to determine what action should be taken to
provide effective audit coverage of the Department's internal
financial cperations. (B-133182, June 25, 1976--FGMSD-76-67.)

Appropriation

Department of Labor, Office of Assistant Secretary for
Administration and Management, salaries and expenses.

Issue for consideration by
the Committees on Appropriations

Many of the Department's operations are not being sub-
jected to the important internal control which can be pro-
vided by auditors. As a result, opportunities to reduce or
eliminate unnecessary or wasteful practices may be lost and
potential cost reductions may not be realized.
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DEPARTMENT OF LABOR

DIRECTORATFE OF AUDIT
AND INVESTIGATIONS

Need to avoid duplicative
financial audits of the
Comprehensive Employment
and Training Act subgrantees

GAO reviewed Labor's plan for auditing subgrantees/con-
tractors of the Comprehensive Employment and Training Act
(CETA) of 1973 in relation to Federal Management Circular
73-2, Audit of Federal Onerations and Programs by Executive
Branch Agencies dated Sertember 27, 1973, as it relates to
reliance on non-Federal audits. The circular requires that
in developing audit plans, Federal agencies administering
programs in partnership with organizations outside of the
Federal Government will consider whether these organizations
require pericdic audits and whether they have ade or
arranged for these audits. The circular furti.er provides
that Federal agencies coordinate their audit requirements
and approaches with these organizations tc the maximum extent
possible and that the scope of individual Federal audits
gives full recognition to the non-Federal audit effort.

CETA regulations require each grantee to arrange for an
independent financial and compliance audit of its subgrantees/
contractors at least once every 2 years. The audits may be
conducted by the grantee, by State and local government audit
staffs, or by certified public accountants and audit firms
under contract to the grantee. The regulations also provide
that existing audit systems, where acceptable under the
Comptroller General's "Standards for Audits of Governmental
Organizations, Programs, Activities & Functions," such as
State audits of city and county activities will be ucged to
the maximum possible extent.

While CETA regulation: require prime sponsors to use
existing audit systems to the maximum possible extent, Labor
has not adopted a policy which fosters the acceptance of
audits performed at the direction of CETA subgrantees/con-
tractors. 1In this regard, Labor does not require its prime
sponsors to rely on audits performed at the direction of
their subgrantees/contractors; but rather, requires its
prime sponsors to arrange for an independent audit of their
subgrantees/contractors. This may result in additional audit
expense and an unnecessary audit burden because many of the
subgrantees/contractors are audited annually by a certified
public accountant firm or a State auditor.
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GAO recommended that Labor aggressively work with its
prime sponsors to establish a coordinated audit system for
CETA subgrantees/contractors which would expand the audits
currently being performed at the subgrantees/contractors to
include the audit requirements peculiar to the CETA program.
(FGMSD ~ 76-81, Aug. 27, 1976.)

Appropriation
Comprehensive Manpower Assistance.

Issue for Consideration by
The Committees on Appropriations

By establishing a coordinated audit system Labor can
avoid duplicative audits cof its CETA subgrantees/contractors.
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DEPARTMENT OF LABOR

EMPLOYMENT AND TRAINING ADMINISTRATION

Progress and problems in
allocating funds under

Titles I and II-Comprehernsive
Employment and Training Act

GAO reported to the Congress that progress in meeting
the Act's cbjectives for public service employment under
title II had beer hampered by the Department of Laboxr's
methods for (1) defining eligible areas, and (2) allccating
funds. These problems resulted in funding inequities among
areas of substantial unemployment and diluted the impact of
Federal funding.

Problems existed also in funding four rural concentrated
employment programs under title I. The Department did not
establish uniform criteria to compute the funding levels for
the programs for fiscal year 1975. Two c¢f the four programs
received funds not legally available to them, and two States
operated title I manpower programs as balance-of-State prime
sponsors in areas also served by a Concentrated Employment
Program. This also violated the statute.

The Department generally agreed with GAO's recommenda-
tions on funding under title II but disagreed with its
recommendations that the Secretary of Labor:

--Insure that uniform criteria are used for computing
funding levels for the concentrated employment pro-
grams.

~-Insure the concentrated employment programs do not
receive funds from the 80 percent of title I funds to
be allocated by formula.

--Insure that title I funds are allocated to only one
prime sponsor for operating comprehensive manpower
programs in any one area, as required by the act.

Appropriation

Department of Labor, Employment and Training Adminis-
tration, employment and training assistance.
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Issues for consideration by the
Committees on Appropriations

1. Need to improve methods for allocating funds under
the Comprehensive Employment and Training Act.

2. Need to insure that Concentrated Employment Program
operations are in accordance with law.
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DEPARTMENT OF LABOR

EMPLOYMENT STANDARDS ADMINISTRATION

Data available to measure impact of
minimum and overtime wage provisions
of the Fair Labor Standards Act on
working parents employing domestic
service workers as babysitters

Members of Congress are concerned that extending minimum
and overtime wage requirements to domestic service workers
under the Fair Labor Standards Amendments of 1974 is adverse-
ly affecting the employment opportunities of full-time baby-
sitters and working mothers. Legislaticn has been proposed
in the 94th Congress which would exempt babysitters from
coverage under the act.

GAO reported to the Subcommittee on Intergovernmental
Relations and Human Resources, House Committee on Government
Operations, that the impact of extending the minimum and
overtime wage provisions on working parents employing domes-
tic service workers as babysitters could not be accurately
measured because adequate data was not available.

The Secretary of Labor (1) agreed that impact informa-
tion was needed but that Labor's first priority would be to
complete studies underway and others required by the 1974
amendments to the act, (2) said additional studies would be
made when funds and personnel were available, and (3) said
Labor would determine with the Census Bureau the earliest
month a supplemental questionnaire could be added to the
Current Population Survey to obtain the kind of data that
would support an impact study.

The Census Bureau, however, informed Labor in July 1975
that it preferred not to conduct the supplemental survey be-
cause of apprehensions about the quality of data that would
be collected. Labor advised GAO of this development and
said it had no suggestions regarding an alternative source
for the desired information. (MWD-75-75, June 3, 1975.)

Appropriation

Department of Labor, Employment Standards Administration,
salaries and expenses,
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Issues for consideration by the
Committees on Appropriations

1. Adequate information is needed to measure the impact
of minimum and overtime wage provisions on working

parents employing domestic service workers as baby-
sitters.

2. A reliable methodology will have to be developed
and additional funds may be needed to obtain data
to support an impact study.
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DEPARTMENT O LABOR

EMPLOYMENT STANDARDS ADMINISTFATION

Benefits Program

The Department of Labor uses an Employees' Compensation
Fund to pay benefits on behalf of Federal employees of vari-
ous Government agenc.es, instrumentalities, and other organ-
izations (referred to here as agencies) for disability or
death due to injury or disease sustained in performing _heir
duties. FEach agency, however, must reimburse the Fund
through Labor for benefit payments made. Certain agencies
not wholly dependent on annual appropriations from the
Congress are required by law to pay an additional amount for
their share of the cost of administration.

GAO reported to the Congress that administrative costs
could be reduced if agencies receiving appropriated funds
were not required by the Federal Employees'’ Compensation Act
to reimburse the Fund. In addition, because they are not
specifically enumerated in the law, certain ageincies not
wholly dependent upon annual appropriations were not billed
their fair share of the Fund's administrative costs.

GAO recommended that Labor (1) insure that all agencies
that can be legally billed under the act are billed their
fair share of the Fund's administrative costs, (2) identify
additional agencies which should be required by law to pay
their fair share, and (3) propose legislation to the Congress
to have those agencies which should be required by law to pay
but which cannot now be legally billed specifically enumer-
ated in the act.

GAO suggested that the Congress consider amending the
Federal Employees' Compensation Act to (1) make the fair
share surcharge applicable to agencies identified by Labor
and (2) strengthen the chargeback process for agencies depen-
dent on appropriated funds.

Labor said that action has not been completed to imple-
ment GAO's recommendations. Labor also said action has not
been taken on eliminating the chargeback provision because
Labor did not endorse in 1ts entirety or accept all of the
recommendations of a study done by its contractor and Labor
is continuing the study to determine whether the chargeback
system should be strengthened, revised, or eliminated.
(MWD-75-23, Mar. 13, 1975.)
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Appropriation

Department of Labor, Employment Standards Administration,
special benefits,

Issues for consideration by
the Committees on Appropriations

l. The Department of lLabor is unable to obtain a fair

share of Compensa‘ion Fund administrative costs from
certain agencies.

2. Administrative costs could be reduced if agencies

receiving appropriated funds were not required by
the act to reimburse the Fund.
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DEPARTMENT OF LABOR

OCCUPATIONAL SAFETY AND
HEALTH ADMINISTRATION

Better data on severity and

causes of worker safety and health
problems should be obtained from
workplaces.

The Occupational Safety and Health Act of 1970 and its
legislative history show that Labor is to give priority to
the most serious safety and health hazards to elininate or
reduce problems that cause or can cause the most deaths and
seriously disabling injuries. The act authorizes Labor to
obtain from employers and other sources information needed
for doing so.

In a report to the Congress, GAO stated that better
data on the causes and severity of safety and health problems
was needed for each of three activities of the Cccupational
Safety and Health Administration (OSHA) and States under the
1970 act: developing and modifying standards to administer
the act; insuring enforcement of, and compliance with, the
act, and employer-employee information and education
activities.

To provide the data OSHA needs, GAO recommended that
OSHA be directed to:

--Give high priority to (1) resolving the issues on how
to obtain the data it needs from employers on the
severity and causes of injury and illness and (2)
establishing a system for obtaining and using the data.

--Modify the accident investigation program.

--Reconsider the. need for such other efforts as supple-
mentary studies for obtaining needed specific data
which is nct obtainable under the accident investiga-
tion program.

--Evaluate the data on causes of death and serious
injury and illness to determine what efforts are
needed to eliminate or reduce such causes.

Because it is difficult to obtain health hazard data,
GAC also recommended that OSHA be directed to initiate a
program for reviewing all data on toxic chemicals and other
health hazards to identify the toxic substances and harmful
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physical agents which warrant reporting by employers. The
program should require the promulgation of standards, that
would include as appropriate:

--Provisions for obtaining information on employees'
exposury to health hazavds and the effects of the
exposure on employee health.

--Requirements .or periodic medical examinations and
o*her protective measures for exposed employees.

-—Not only those substances and physical agents not
covered by standards, but also those that are already
covered that do n~* —aquire employer reporting on
exposure and effects on worker health.

-=Monitoring, recording, and reporting of exposure
levels. (HRD-76-118,Auqg. 12, 1976.)

Appropriations
Department of Labor, OSHA, enforcement.

Issues for consideration by
the Committees_on_ Appropriations

1. OSHA should improve its program for obtaining injury
and illness data.

2. OSHA should set up a new program to obtain data from

employers on employee exposure to and the effects
of toxic chemicals and other health hazards.
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DEPARTMENT OF LABOR

OCCUPATIONAL SAFETY AND
HEALTH ADMINISTRATION

Hazardous working conditions
in seven Federal agencies

Section 19 of the Occupational Safety and Health Act of
1970 requires Federal agencies to establish and maintain
effective and comprehensive occupational safety and health
programs.

GAO reported to the Congress that seven Federal agencies
employing more than haif of Federal civilian employees did
not have adequate procedures for identifying and correcting
hazardous working conditions. At 30 randomly selected field
locations of the 7 agencies, GAO and Labor inspectors found
about 14,000 conditions that did not meet occupational
safety and health standards. Federal agencies did not keep
accurate records on occupational deaths, injuries, and ill-
nesses and their causes to help insure that workplace
hazards that could cause deaths, injuries, and illnesses
were identified and eliminated.

The agencies included the Departments of the Army, Navy,
and Air Force and the Defense Supply Agency in the Department
of Defense; the Departments of Agriculture and the Interior;
and the Veterans Administration.

GAO recommended that the Congress amend the Occupational
Safety and Health Act oI 1970 to bring Federal agencies under
the inspection authority of Labor and that the results _f
Labor's inspections be reported to the Congress.

GAO recommended that the seven agencies

--establish occupational safety and health organizations
at the Assistant Secretary or equivalent level with
sufficient authcrity and responsibility and

--establish procedures and practices for (1) inspecting
workplaces using qualified inspectors, (2) preparing
formal inspection reports, (3) directing inspection
reports to the heads of field locations and requiring
corrections of the cited violations, and (4) making
followup inspections.

GAO also recommended that the Secretary of Labor (1)
coordinate with Federal agencies in establishing a single
recordkeeping and reporting system, (2) provide more adequate
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and prompt responses to requests from Federal agencies for
inspections and for other assistance, and (3) evaluate all
safety and health programs at headgquarters and subordinate
locations annually. (HRD-76-144, Aug. 4, 1976.)

Approvnriations

bepartment of Labor, Occupational Safety and Health
Administration, Enforcement; Department of Defense, (Army),
(Navy), (Air Force), (Defense Supply Agency); Department of
Agriculture; Department of Interior; and Veterans Adminis-
tration.

1. Labor should have authority to inspect Federal
agencies and report the results of inspections to
the Congress.

2, The Federal agencies should establish occupational
safety and health organizations at a significant
level with sufficient authority and responsibility
and should establish procedures for inspecting work-
places and correcting hazards.

3. The Secretary of Labor should establish a single
recordkeeping and reporting system, improve its
assistance to Federal agencies, and annually
evaluate Federal agencies' programs.
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DEPARTMENT OF LABOR

OCCUPATIONAL SAFETY AND
HEALTH ADMINISTRATION

States' protection of
workers needs improvement

Under the Occupational Safety and Health Act, States
with Department of Labor-approved plans may adrinister and
enforce occupational safety and health laws. Labor reim-
burses States up to 50 percent of their costs of operating
under approved plans. The act contains no prerequisites for
permitting States to inspect workplaces after their plans
are approved, no matter how deficient their existing programs
may be when approved.

GAO reported to the Congress that State safety and
health enforcement activities are deficient because the act
permits States to operate during a developmental period using
criteria less effective than Labor's.

When reviewing States' plans, Labor did not compare the
States' existing programs with all the specific Federal legal
authorities, standards, enforcement rrocedures, and employer
and employee appeals provisions. Thus all deficiencies in
State programs were not identified and Labor permitted States
to make inspections which did not provide (1) adequate worker
protection, (2) adequate incentives to employers for volun-
tary compliance, or (3) adequate employer and employee
app2als rights.

GAO recommended that the Congress amend the act to
require that:

--A State could obtain a grant to inspect workplaces
under an approved plan only if the State either (1)
has fully developed, adopted, and obtained Labor's
approval of all specific legal authorities, standards,
enforcement procedures, standards-adoption provisions,
and appeals procedures or (2) agrees to use Labor's
established procedures, standards, and provisions
pending development adoption, and approval of the
State's.

--A contract arrangement should be used if a State wants
to make workplace inspections under the act but is
precluded from operating satisfactorily under a grant
arrangement by limited legal authority or other
problems.
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--A State promptly adopt and use all new or modified
standards and enforcement criteria adopted by Labor
pending development and Labor approval of the State's.

GAO also recommended that the Secretary of Labor
require that:

--Labor compare the States' existing safety and health
criteria with Labor's criteria to identify all
instances where they are not as effective as Labor's.

--State plans include specific commitments and target
dates for developing, adopting, and getting Labor
approval of specific program aspects needed to be as
effective as Labor's.

~-Citations be issued requiring abatement of safety and
health violations identified during Labor's evalua-
tions of State inspections. (HRD-76-161, Sept. 9,
1976.)

Appropriations

Department of Labor, OSHA, enforcement.

Issues for consideration by
the Committees on Appropriations

l. The act should be amended to require States to use
Labor's legal authorities, standards, enforcement
procedures, standards-adoption provisions, and
appeals procedures pending development, adoption
and approval of the State's.

2. Labor should compare the States' criteria for
operating its safety and health programs with the
Federal criteria to identify all instances where
they are not as effective as Labor's and require
State plans to include specific commitments and
target dates for developing, adopting, and getting
Labor approval of specific program provisions needed
to be as effective as Labor's.

3. Laoor should insure that workplace hazards it iden-

tifies when evaluating State inspections are cited
and corrected.
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DEPARTMENT OF LABOR

OCCUPATIONAL SAFETY AND
HEAL'TH ADMINISTRATION

Worker Erotection must be insured
when employers request permission
to deviate from safety and health

standards

Emplcyers must comply with any occupational safety and
health standard set by the Department of Labor or by States
operating under plans approved by Labor, unless they can
provide equal or better protection to workers by other means.

In a report to the Congress, GAO stated that better
Federal and State procedures were needed for evaluating
employer requests for permission to vary from standards.
GAO's recommendations were aimed at protecting workers by
requiring (1) sound and timely decizions on variance requests
and (2) communication of such requests and decisions to
affected employers and employees and Federal and State com-
pliance inspection officers.

Labor, in responding to GAO's report, stated that it
had made a number of changes to the Federal Variance Process-
ing System. Labor stated it had established procedures for
(1) establishing timeframes for making final decisions on
variance request, (2) notifying all affected parties of its
decision on variance request, and (3) establishing criteria
for making on-site visits to evaluate variance requests.
(MWD-76-19, Dec. 31, 1975.)

appropriaticn

Depar‘’ment of Labor, Occupational Safety and Health
Administration, enforcement.

Issue for consideration by
the Committees on Appropriations

To help States improve their variance programs Labor
only indicated it would notify the States of changes in its
program. GAO's cecommendation is that Labor require the
States to adopt tne needed improvements.
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DEPARTMENT OF STATE
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DEPARTMENT OF STATE

Compensation conversion plan for the
East-West Center, Hawaii

The Department of State-sponsored East-West Center in
Hawaii is implementing a compensation system modeled on the
Federal Government system. When the system is fully imple-
mented, the Center's more than 200 emplcyees will receive,
as a minimum, about a 17 percent across-the-board compensa-
tion increase which will result in additional annual costs
of about $600,000 in fiscal year 1976. 'This increase has
not, to our knowledge, been justified through changes in
duties, responsibilities, or qualifications.

GAO recommended that the Secretary of State request the
East-West Center to hold in abeyance the compensation con-
version plan until an evaluation can be made to determine if
current compensation practices are consistent with previous
levels. (ID-76-18, Oct. 18, 1975.)

Appropriations

Department of State, Center for Cultural and Technical
Interchange Between East and West.

Issues for consideration by the
Committees on Appropriations

Whether the 17 percent across-the-board salary increase,
as a result of implementing a compensation system modeled on
the Federal system, was appropriate or justified through
changes in duties, responsibilities or qualifications.
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AGENCY FOR INTERNATIONAL DEVELOPMENT

Dispo. .on of economic assistance funds
remaining from Indochina programs

GAO examined into the action beiny taken by the Agency
for International Development to close out its aid programs
to Vietnam, Cambodia, and Laos as a result of withdrawals
from those countries and inquired into the planned disposi-
ction of appropriation fund balances.

In a report to the Chairman, Special Subcommittee on
Investigations, House Committee on International Relations,
GAO reported that as of January 16, 1976, the Agency had
identified about $112 million as unobligated balances from
terminated Indochina programs. The Agency plans to return
to the U.S. Treasury those funds remaining from the Indo-
Chia Postwar Reconstruction appropriation but not those
from other terminated Indochina programs.

Of the $112 million, ahout $83 million from the Indo-
china Postwar Reconstruction appropriation was being held
for obligation adjustments or for return to the Treasury.
The Agency had not fully determined the disposition of the
$29 million in non-Indochina Postwar Reconstruction funds;
however, part of the funds had been earmarked for return to

the Department 2nse and the remainder for reprogramming
in Agency Mic . . »wrograms. (ID-76-54, Apr. 16, 1976.)
Appropriation

Foreign assistance and related programs.

Issues for consideration by the
Committees on Appropriations

1. The Agency had not completed action on the funds
because of additional deobligations of funds and
other adjustments and a question remains as to
when the Agency is expected *o complete its action.

2. Since the issuance of GAO's report the Agency has
identified additional funds for deobligation and
has returned most of the funds identified to either
the Treasury or to the Department of Defense for
reprogramming. Fcr all funds not returned to the
Treasury, the Agency should specify h.w much of
these funds will be returned to the Department of
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pDefense and how much of the remainder will be
programmed for use in Middle East programs.
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Improvements needed in Agency for
International Development relationships
with the Airlie Foundation and George
Washington University's Department

of Medical and Public Affairs

GAO reviewed the relationships of the Agency with the
Airlie Foundation and Geoge Washington University's Depart-~
ment of Medical and public Affairs. From February 1971
through April 1976, the Agency's Of’ice of Population has
had two contracts and one grant with the Foundation and one
contract with the University, for a total of $10.3 million.
Since 1974 it has been considering a major new program.

In a report to the Chairman, ilouse Committee on Inter-
national Relations, GAO stated that differing and conflict-
ing Agency and contractor/grantee management philosophies,
with Agency officials believing more involvement by it in
planning activities was needed than the contractor/grantee
believed warranted, had created an environment not conducive
to good working relationships. Due largely to these con-
flicts, the Foundation's output at times did not fully meet
contract and grant provisions or Agency expectations. Fur-
ther, all appropriate regulations concerning the award of
negotiated contracts were not followed; independent, sys-
tematic, and meaningful evaluations of the Foundation's
output bad not been accomplished; and an Agency internal
audit of its Foundaticn contracts and grant since December
31, 1972, had not been made.

The Agency said it generally concurred with GAO's recom-~
mendations concerning these matters and was initiating
actions to implement them. 1In addition, the University con-
tract was amended in September 1976 to include a major new
program. (ID-76-56, Apr. 29, 1976.)

Appropriations

Foreign assistance and related agencies appropriations.

Issues for consideration by the
Committees on Appropriations

Contractor/grantee projects would be more effective and
better meet objectives if the Agency Administrator would:
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(1) Undertake certain management actions before extend-

(2)

ing existing projects or entering into new ones,
including: arranging for independent and systematic
evaluations of its Foundation projects; making sure
the Agency's management role and all contract and
grant provisions are clearly understood by all
parties; ascertaining whether a contract, grant, or
amendment is proper for planned activities; and
assessing potential activities in the light of the
Agency's current priorities.

In future negotiated contracts insure that ail
applicable regulations are followed.
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Improvements needed in the management of
UC.S.-financed programs to develop free
labor movements in_less_developed countries

The Agency for International Development has provided
over 90 percent (about $77 million) of the support for three
AFL-CIO affiliated institutes to assisc in strengthening
free democratic labor movements in less developed countries.

GAO reported that the Agency has not fully participated
in the development of country program objectives which clearly
show what the labor institutes are expected to accomplish
and the extent to which these accomplishments will contribute
to attaining the labor goal of the Foreign Assistance Act --
i.e., to encourage efforts of other countries to strengthen
free labor unions. Program objectives in use are often
stated in unspecific terms which do not permit evaluations
of performance or of the programs' impact on free labor
movements.

GAO also reported that increased U.S. Government parti-
cipation is needed to provide assurance to the Congresgs and
the public that these programs are consistent with U.S.
forein policy and sound management -principles. The Depart-
ment of State and the Agency agreed with these conclusiors
and recommendations and are currently preparing implementing
guidelines.

Since the institutes' program objectives are often
stated in unquantifiable terms which dc not permit evalua-
tions of their performance, GAO proposed an alternate
approach to the institutes' labor education program. The
institutes would provide advice, and technical and financial
assistance needed to implement the local unions' own educa-
tion programs. The assistance would be phased out as the
need disappeared. Officials from two of the three institutes
stated that this alternative would be possible if their only
purpose were to develop the educational capabilities of local
unions. These officials interpreted the Foreign Assistance
Act as giving them a much broader responsibility for develop-
ing tree, democratic trade unions in less developed countries
and implied that the Act authorizes tneir assistance and
"presence" until the unions in these countries become totally
sel_~sustaining. The Department of State and the Agency
basically agreed with this interpretation. (ID-76-35, Dec.
20, 1975.)
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Appropriation

Department of State, Agency for International Develop-
ment, foreign assistance and related programs.

Issues for consideration by the
Committees on Appropriations

U.S.-financed programs, such as those to develop free
labor movements in less developed countries, need to be re-
assessed and their objectives and goals redefined periodi-
cally, lest they continue long after they have served their
purpose. The Congress may wish to consider assessing the
objectives of the program, deciding what types of activities
the U.S. should continue to support, and establishing poli-
cies and priorities to guide the State Department and the
Agency in carrying out the program.
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Need for an international
disaster relief agency

An analysies of the international response to the disas-
trous drought which affected the Sahel region of Africa
suggests the need for an effective international mechanism
to coordinate and manage an integrated disaster relief
response.

In a May 1976 report GAO noted the serious problems
which arose in the absence of an adequate mechanism to assess
requirements, coordinate shipment, and manage distribution
of large quantities of food from numerous donors. - We noted
the inability of the newly established United Nations Disas-
ter Relief Office to perform this role and the slowness with
which an ad hoc coordinating mechanism was established.

GAO concluded that the best long-range solution to this
problem is to establish an international disaster relief
agency capable of mounting and carrying out an integrated
international response to disasters. Since the Department
of State and the Agency for International Development
questioned the feasibility of getting international support
for this proposal, GAO recommended that actions first be
taken to build the U.N. Disaster Relief Office into an
effective coordinating mechanism. (ID~76-15, May 5, 1976.)

Appropriation

Department of State, Agency for International Develop-
ment, foreign assistance and related programs.

Issues for consideration of the
Committees on Appropriations

The Department of State and the Agency for International
Development need to exercise leadership within the interna-
tional community to improve the effectiveness of internation-
al disaster relief coordination. Continuous oversight over
administration proposals and the results thereof if necessary
in order to judge the progress made to improve future inter-
national disaster relief efforts.
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Observations on the Guatemalan
carthqguake rellef effort

GAO's arnalysis of the international response to the
Guatemalan earthquake of February 4, 1976, again demonstrates
that the primary need in international disaster relief
efforts is strong centralized management. As discussed in a
prior GAO report (ID-76-15, May 5, 1976), this management
- can best be provided over the long ierm by an internatiornal
disaster relief agency capable of mounting and carrying out
integrated relief responses utilizing donor community
resources.

GAO's report also discusses a number of lessc : that can
be learned to improve the internaticnal community . response
to future disasters. 1In particular the U.N. Disaster Relief
Office (UNDRO), established in 1972z to coordinate donor
relief efforts, helped to stimulate relief contributions for
Guatemala but did not establish communication among, nor
coordinate the efforts of, the donor incountry. The U.S.
has contributed substantially to the costs of establishing
and operating UNDRO. In GAO's view the relatively limited
role of UNDRO in Guatamala does not meet its U.S. coordinat-
ing mandate and suggests the need to clarify that mandate and
just what services this office can be expected to provide
for the international community. The Committee may wish to
review with State and the Agency for International Develop-
ment their plans to build this office into an effective
international disaster relief coordinating mechanism (ID-76-
71, Aug. 23, 197s6.)

appropriation

Department of State, Agency for International Develop-
ment, foreign assistance and related progrars.

Issue for consideration of the
Committees on Appropriations

The issues raised in this report should be useful in
assessing the actions taken or proposed by the Department
of State and the Agency for International Development in
improving the effectiveness of international disaster relief
coordination.

127



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT

U.S. assistance to Pal:istan
should be reassessed

The United States continues to provide Pakistan with
substantial amounts of economic assistance although the
country has not taken sufficient action to improve its
general economic condition. Basic factors contributing to
debt problems have nct been resolved, high military spending
levels detract from funds available to develop natural
resources, and Pakistan's policies discourage increased
food production.

Furthermore, disaster relief funds were used to replace
regular development assistance funds used elsewhere, the
fixed-cost reimbursement method of assistance has not been
properly implemented, and Pakistan had not demonstrated the
necessary continued support for the Agency for International
Development's large malaria program.

GAO recommended that the U.S. assistance programs be re-
examined along with consideration of other means to help
Pakistan over the longer term. Possible alternatives cited
were the increased use of multilateral assistance and
achievement of a coordinated commitment by developed nations
to insure Pakistan a reasonable “market for goods resulting
from assistance to develop its resources and productivity.
(ID-76-36, Feb. 6, 1976.)

Appropriation

Department of State, Agency for International Develop-
ment, foreign assistance and related programs.

Issues for consideration by the
Committees on Appropriations

l. Unless overriding political considerations are
present, concessional U.S. assistance should be
provided only to countries which demonstrate suffi-
cient willingness to improve the general economic
condicion of their poorer people or in cases wherein
humanitarian justifications exist due to the occur-
rence of disaster or similar events.

2. To reduce the seemingly never-ending burden of
foreign assistance costs, the United States must
continue to encourage the evolvement of more
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coordinated efforts by developed nations to provide develop-
ing countries with the means to progress economically.
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