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THE VICE PRESIDENT
WASHINGTON

September 7, 1993

The President
The White House
Washington, DC

Dear Mr. President.

The National Performance Review, the intensive. 6-month study of the
federal government that vou requested. has completed its work. This report
represents the beginning of what must be. and — with your leadership —
will be, a long-term commitment to change. The title of this report reflects

our goals: moving from red tape to results to create a government that works
better and costs less.

Many talented federal employees contributed to this report. bringing
their experience and insight to a difficult and urgent task. We sought ideas
and advice from all across America: from other federal workers. from state
and local government officials. from management experts. from business
leaders. and from private citizens eager for change. This report benefitted
greatly from their involvement. and we intend for them to benetfit from the
reforms we are proposing here.

It is your vision of a government that works for people, cleared of
useless bureaucracy and waste and freed from red tape and senseless rules.
that continues to be the catalyst for our efforts. We present this report to you

confident that it will provide an effective and innovative plan to make that
vision a reality.

Sincerely.

At

Al Gore
Vice President
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PREFACE

We can no longer afford to pay more for—and get less from—our government. The answer for
every problem cannot always be another program or more money. It is time to radically
change the way the government operates—to shift from top-down bureaucracy to entrepreneurial
government that empouwers citizens and communities to change our country from the bottom up.
We must reward the people and ideas that work and get rid of those that don?.

he National Performance
Review is about change—
historic change—in the
way the government
works. The Clinton
administration believes it is
time for a new customer service contract
with the American people, a new guarantee
of effective, efficient, and responsive
government. As our title makes clear, the
National Performance Review is about
moving from red tape to results to create a
government that works better and costs less.
These are our twin missions: to make
government work better and cost less. The
President has already addressed the federal
deficit with the largest deficit reduction
package in history. The National
Performance Review can reduce the deficit
further, but it is not just about cutting
spending. It is also about closing the grusz
deficit: proving to the American people that
their tax dollars will be treated with respect
for the hard work that earned them. We are
taking action to put Americas house in
crder.
The National Performance Review began
on March 3, 1993, when President Clinton
announced a 6-month review of the federal

Bill Clinton and Al Gore
Putting People First!

government and asked me to lead the
effort. We organized a team of experienced
federal employees from all corners of the
government—a marked change from past
efforts, which relied on outsiders.

We turned to the people who know
government best—who know what works,
what doesn', and how things ought to be
changed. We organized these people into a
series of teams, to examine both agencies
and cross-cutting systems, such as
budgeting, procurement, and personnel.
The President also asked all cabinet
members to create Reinvention Teams to
lead transformations at their departments,
and Reinvention Laboratories, to begin
experimenting with new ways of doing
business. Thousands of federal employees
joined these two efforts.

But the National Performance Review
did not stop there. From the beginning, I
wanted to hear from as many Americans as
possible. I spoke with federal employees at
every major agency and at federal centers
across the country—seeking their ideas,
their input, and their inspiration. I visited
programs that work: a Miami school that
also serves as a community center, a
Minnesota pilot program that provides




TROM RED TAPE TO RESULTS o {.REATING A GOVERNMENT THAT WORKS BErTer & Cosrs Liss

benefits more efficiently by using
technology and debit cards, a Chicago
neighborhood that has put community
policing to work. a U.S. Air Force base that
has made quality management a way of life.

We also heard from citizens all across
America, in more than 30,000 letters and
phone calls. We sought the views of
hundreds of different organizations, large
and small. We learned from the experience
of state and local leaders who have
restructured their organizations. And we
listened to business leaders who have used
innovative management practices to turn
their companies around.

At a national conterence in Tennessee,
we brought together experts to explore how
best to apply the principles of reinventing
government to improving family services.
In Philadelphias Independence Square,
where our government was born, we
gathered for a dav-long “Reinventing
Government Summit” with the best minds

from business, government, and the
academic community.

This report is the first product of our
efforts. It describes roughly 100 of our most
important actions and recommendations.
while hundreds more are listed in the
appendices at the end of this report. In the
coming months, we will publish additional
information providing more detail on
those recommendations.

This report represents the beginning of
what will be—what must be—an ongoing
commitment to change. It includes actions
that will be taken now, by directive of the
President: actions that will be taken by the
cabinet secretaries and agency heads; and
recommendations for congressional action.

The National Performance Review
focused primarily on Aot government
should work, not on what it should do.
Our job was to improve performance in
areas where policymakers had already
decided government should play a role.

BEST COPY AVAILABLE




We examined every cabinet department
and 10 agencies. At two departments,
Defense and Health and Human Services.
our work paralleled other large-scale reviews
already under way. Defense had launched a
Bottom-Up Review to meet the President’s
1994-1997 spending reduction target. In
addition, comprehensive health and welfare
reform task forces had been established to
make large-scale changes in significant
parts of Health and Human Services.
Nevertheless, we made additional
recommendations regarding both these
departments and passed other findings on
to the relevant rask force for review.

The National Performance Review
recommendations, i enacted. would
produce savings of $108 billion over 5
vears. As the table below indicates, $36.4
billion of these savings come from specitic

PREFACE

changes proposed in the agencies and
departments of the government.

Wee also expect that the reinventions we
propose will allow us to reduce the size of
the civilian. non-postal workforce by 12
percent over the next 5 vears. This will
bring the tederal workforce below two
million employees for the first time since
1966. This reduction in the workforce will
total 252,000 positions—152.000 over and
above the 100,000 already promised by
President Clinton.

Most of the personnel reductions will be
concentrated in the structures of over-
control and micromanagement that now
bind the federal government: supervisors,
headquarters staffs. personnel specialists.
budget analysts. procurement specialists.
accountants, and auditors. These central
control structures not only stifle the

Clinton/Gore NPR Savings
(FY-1995-1999 § in Billions)

AGENCIES

STREAMLINING THE BUREAUCRACY
THROUGH REENGINEERING

PROCUREMENT
5% annual savings in total
procurement spending

INFORMATION TECHNOLOGY
Savings due to consolidation and
modernizarion of the information
infrastructure

INTERGOVERNMENTAL
Offer fee-for-service option in lieu
of existing administrative costs

ToraL

36.4
40.4

225

5.4

3.3

108.0

(For a fuller description see Appendix A and Ap)ena’ix B)
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creativity of line managers and workers,
they consume billions per vear in salary,
benefits, and administrative costs.
Additional personnel cuts will result as each
agency reengineers its basic work processes
to achieve higher productivity ar lower
costs—eliminating unnecessary layers of
management and nonessential staff.

We will accomplish as much of this as
possible through attrition, early retirement,
and a time-limited program of cash
incentives to leave federal service. If an
employee whose job is eliminated cannot
take early retirement and elects not to take a
cash incentive to leave government service,
we will help that employee find another job
ofter through out-placement assistance.

In addition to savings from the agencies
and savings in personnel we expect that
systematic reform of the procurement
process should reduce the cost of everything
the government buys. Our antiquated
procurement system costs the government
in two ways: first, we pay for all the
bureaucracy we have created to buy things,
and second, manufacturers build the price
of dealing with this bureaucracy into the
prices they charge us. If we reform the
procurement system, we should be able to
save $22 billion over 5 years.

As everyone knows, the computer
revolution allows us to do things faster
and more cheaply than we ever have
before. Savings due to consolidation and
modernization of the information
infrastructure amount to $5.4 billion over
5 years.

Finally, by simplifying paperwork and
reducing administrative costs, we expect to
save $3.3 billion over 5 years in the cost of

tHAL WORKS BETTER & Costs LLss

administering grant programs to state and
local governments.

Many of the spending cuts we propose
can be done by simplifying the internal
organization of our departments and
agencies. Others will require legislation. We
recognize that there is broad support in
Congtess for both spending cuts and
government reforms, and we look forward
to working with Congress to pass this
package of recommendations. As President
Clinton said when he announced the
National Performance Review:

This performance review is not about
politics. Programs passed by both
Democratic presidents and Republican
presidents, voted on by members of
Congress of both parties, and supported
by the American people at the time, are
being undermined by an inefficient and
outdated bureaucracy, and by our huge
debt. For too long the basic functioning
of the government has gone unexamined.
We want to make improving the way
government does bustness a permanent
part of how government works, regardless
of which party is in power.

We have not a moment to lose. President
Kennedy once told a story about a French
general who asked his gardener to plant a
tree. “Oh, this tree grows slowly,” the
gardener said. “It won't mature for a
hundred years.”

“Then there’s no time to lose,” the
general answered. “Plant it this afternoon.”

Al Gore
Vice President of the United States

P
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INTRODUCTION

Our goal is to make the entire federal government both less expensive and more efficient.
and to change the culture of our national bureaucracy away from complacency
and entitlement toward initiative and empowerment. We intend to redesign,
to reinvent. to reinvigorate the entire national government.”

President Bill Clinton

Remarks announcing the National Performance Review

ublic confidence in the

federal government has never

been lower. The average

American believes we waste

48 cents of every tax dollar.

Five of every six want
“fundamental change” in Washington.
Only 20 percent of Americans trust the
federal government to do the right thing
most of the time—down from 76 percent
30 years ago.!

We all know why. Washingtons failures
are large and obvious. For a decade. the
deficit has run out of control. The national
debt now exceeds $4 trillion—316,600 for
every man, woman, and child in America.

But the deficit is onlv the tip of the
iceberg. Below the surface, Americans
believe, lies enormous unseen waste. The
Defense Department owns more than $40
billion in unnecessary supplies.” The
Internal Revenue Service struggles to collect
billions in unpaid bills. A century after
industry replaced farming as Americas
principal business, the Agriculture
Department still operates more than 12,000
field service offices, an average of nearly 4
for every county in the nation—rural,
urban, or suburban. The federal
government seems unable to abandon the

March 3, 1993

obsolete. It knows how to add. but not to
subtract.

And ver, waste is not the only problem.
The federal government is not simply
broke: it is broken. Ineffective regulation of
the financial industry brought us the savings
and loan debacle. Ineffective ec'ication and
training programs jeopardize our
competitive edge. Ineffective welfare and
housing programs undermine our families
and cittes.

We spend $25 billion a vear on welfare,
$27 billion on food stamps, and $13 billion
on public housing—yet more Americans
fall into poverty every year.’ We spend $12
billion a year waging war on drugs—vert see
few signs of victorv. We fund 150 different
employment and training programs—vet
the average American has no idea where to
get job training, and the skills of our
workforce fall further behind those of our
competitors.”

It is almost as if federal programs were
designed not to work. In truth, few are
“designed” at alls the legislative process
simply churns them out, one after another.
vear after year. Its little wonder that when
asked if “government always manages to
mess things up,” two-thirds of Americans
say ‘ves.”

11
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To borrow the words of a recent
Brookings Institution book, we sufter not
only a budger deficit but a pcrtormance
deficit.* Indeed. public opinion experts
argue that we are suffering the deepest crisis
of faith in government in our lifetimes. In
past crises— Watergate or the Viernam War,
for example—Americans doubted their
leaders on moral or ideological grounds.
They felt their government was deceiving
them or failing to represent their values.
Today's crisis is different: people simply feel
that government doesn't work.”

In Washingron, debate rarely tocuses on
the performance deficit. Our leaders spend
most of their time debating policy issues.
But it the vehicle designed to carry out
policy is broken, new policies wont take us
anvwhere. If the car wont run. it hardly
matters where we point it; we won't get
there. Today, the central issue we face is not
what government does, but Aow it works.

We need a federal government that delvers
more for less. We need a federal government
that treats its taxpayers as if they were

cu ‘omers and treass taxpayer dollars with
respect for the sweat and sacrifice that earned
them.

Vice President Al Gore
May 24, 1993

We have spent too much monev for
programs that don't work. Its time to make
our government work for the people. learn
to do more with less, and treat taxpayers like
customers.

President Clinton created the National
Performance Review to do just that. In
this report we make hundreds of
recommendations for actions that. if
implemented. will revolutionize the way
the federal government does business.
They will reduce waste, eliminate
unneeded bureaucracy. improve service to

taxpayers, and create a leaner bur more
productive government. As noted in the
preface, thev can save $108 billion over 5
vears if those which will be enacted by the
President and his cabinet are added to those
we propose tor enactment by Congress.
Some of these proposals can be enacted by
the President and his cabinet. others will
require legislarive action. W'e are going to
fight for these changes. We are determined
to create a government that works betrer
and costs less.

A Cure Worse Than The Disease

Government is not alone in its troubles.
As the Industrial Era has given way to the
Information Age, institutions—both public
and private—have come face to tace with
obsolescence. The past decade has witnessed
profound restructuring: In the 1980s, major
American corporations reinvented
themselves: in the 1990s, governments are
struggling to do the same.

In recent vears, our national leaders
responded to the growing crisis with
traditional medicine. They blamed the
bureaucrats. Thev railed against “fraud.
waste, and abuse.” And they slapped ever
more controls on the bureaucracy to
prevent it.

But the cure has become indistinguish-
able from the disease. The problem is not
lazy or incompetent people; it is red tape
and regulation so suffocating that they stifle
every ounce of creativity. No one would
offer a drowning man a drink of water. And
vet, for more than a decade. we have added
red tape to a system already strangling in it.

The fedeia! envernment is filled with
good people trapped in bad systems: budget
svstems. personnel systems, procurement
systems. financial management systems,
information systems. When we blame the
people and impose more controls, we make
the systems worse. Over the past 15 vears,
tor example, Congress has created within
each agency an independent office of the
inspector general. The idea was to root out
fraud, waste, and abuse. The inspectors

12




INTRODUCTION

general have certainly uncovered important
problems. But as we learned in conversation
after conversation, thev have so intimidated
federal employees that many are now afraid
to deviate even slightly from standard
operating procedure.

*.et innovation, by its nature, requires
deviation. Unfortunately, faced with so

Our people, of course, work hard for their
money.... They want quality in the cars they
buy. They want quality in their local «choobs.
And they want quality in their federal

many controls, manv employees have government and mﬁ dleral programs. PLE
simply given up. They do evervthing by the o
book—whether it makes sense or not. They Senator John Glean

" Remarks introducing a hearing
on federal planning and performance
May 5, 1992

fill out forms that should never have been
created, follow rules that should never have

been imposed. and prepare reports that
serve no purpose—and are often never even
read. In the name of controlling waste, we
have created paralyzing inefficiency. It's time
we found a wav to get rid of waste and
encourage efficiency.

The Root Problem:
Industrial-Era Bureaucracies
in an Information Age

Is government inherently incompetent?
Absolutely not. Are federal agencies filled
with incompeterit people? No. The

_problem is much deeper: Washington is
tilled with organizations designed fo- an
environment that no longer exists—
bureaucracies so big and wastetul they can
no longer serve the American people.

From the 1930s through the 1960s,
we built large, top-down, centralized
bureaucracies to do the public’s business.
They were patterned after the corporate
structures of the ag - hierarchical
bureaucracies in which tasks were broken
into simple parts, each the responsibility of
a different layer of employees, each defined
by specific rules and regulations. With
their rigid preoccupation with standard
operating procedure, their vertical chains of
command, and their standardized services,
these bureaucracies were steady—but slow
and cumbersome. And in today's world of
rapid change, lightning-quick information
technologies, tough global competition, and
demanding customers, large, top-down
bureaucracies—public or private—don'

o

work very well. Saturn isn't run the way
General Motors was. Intel isn't run the way
IBM was.

Many federal organizations are also

onopollcs‘ with few incentives to innovate
or improve. Employees have virtual lifetime
tenure, regardless of their performance.
Success offers few rewards: failure, few
penaltics. And customers are captive: they
can't walk away from the air traffic control
system or the Internal Revenue Service and
sign up with a competitor. Worse, most
federal monopolies receive their money
without any direct input from their
customers. Consequently, they trv a lot
harder to please Congressional appropri-
ations subcommittees than the people they
are meant to serve. Taxpayets pay more
than they should and get pourer service.

Politics intensifies the problem. In
Washingron's kighly politicized world, the
greatest risk is not that a program will
perform poorly, but that a scandal will
erupt. Scandals are front-page news, while
routine failure is ignored. Hence control
system after control system is piled up
to minimize the risk of scandal. The
budget system, the personnel rules, the
procurement process, the inspectors
general—all are designed to prevent the
tiniest misstep. We assume that we can't
trust employees to make decisions, so we
spell out in precise detail how they must do
virtually everything, then audit them to
ensure that they have obeyed everv rule.
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I N S RN T Indeed, the tederal government spends
billions of dollars paying peopie who
control, check up on, or investigate
others—supervisors, headquarters staffs,
budget officers, personnel officers,
procurement ofticers, and staffs of the
General Accounting Office (GAO) and the
inspectors general.® Not all this money is
wasted, of course. But the real waste is no
doubt larger, because the endless regulations
and layers of control consume every
emplovee’s time. Who pays? The taxpayer.

Consider but one example, shared with
Vice President Gore at a meeting of federal
employees in Atlanta. After federal marshals
seize drug dealers’ homes, they are allowed
to sell them and use the money to help
finance the war on drugs. To sell the houses.
thev must keep them presentable, which
includes keeping the lawns mowed.

In Atlanta, the emplovee explained, niost
organizations would hire neighborhood
teenagers to mow a lawn for $10. But
procurement regulations require the U.S.
Marshals Service to bid out all work
competitively, and neighborhood teenagers
don't compete for contracts. So the federal
government pays $40 a lawn to professional
landscape tirms. Regulations designed to

unngV'loe Preudcm Gore’s town hall meeting
A with cmployca of the Department of Housing
"and Urban Dévelopment (HUD), the followmg '

C K e\u- -4‘\:_~ ‘ru.,.* -
_ Pam !poj;c %badan article in oarnezwldter i
i smmlmtm ago Wit stid == tbeleadsmy was Td
mnber Imvm Iobommy than.have cnother idea. ”Ana’
" that wis veflécting the prablem ofour Ideas l’mgram '
berein HUD. ~ ~~
- Many of the employees have wonderful zdea.f about
bow to save money and so on, bus the way it works is
that it has to be approved by the supervisor and the
supervisor’s supervisor and the supervisor’s supervisor’s
supervisor before it ever gets to the ldeas Program ...
Many of the supervisors feel threatened because they
didnt think of this idea, and this money is wasted in
their office, and they didn't believe or didn't know it was
happening and didn’t catch it. So they are threatened
and feel that it will make them look bad if they
recognize the idea.

Vice President Gore: So they strangle that idea in

the crib, dont they? save money waste it, because they take
. decisions out of the hands of those
Participant: And then they strangle the person that responsible for doing the work. And

had the idea.

taxpayers lose $30 for every lawn mowed.
What would happen if the marshals

used their common sense and hired
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The slighrest deviation prompts new
regulations and even more audits.

Before long, simple procedures are too
complex for employees to navigate, so we
hire more budget analysts, more personnel
cxperts, and more procurement officers to
make things work. By then. the process
involves so much red tape that the smallest
action takes far longer and costs far more
than it should. Simple travel arrangements
require endless forms and numerous
signatures. Straightforward purchascs take
months; larger ones take vears. Routine
printing jobs take a dozen approvals.

This emphasis on process steals resources
from the real job: scrving the customer.
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neighborhood teenagers? Someone would
notice—perhaps the Washington office,
perhaps the inspector general’s office,
perhaps even the GAO. An investigation
might well follow—hindering a career or
damaging a reputation.

In this way, federal employees quickly
learn that common sense is risky—and
creativity is downright dangerous. They
learn that the goal is not to produce results,
please customers, or save taxpaysrs’ money,
but to avoid mistakes. Those who dare to
innovate do so quietly.

This is perhaps the saddest lesson learned
by those who worked on the National
Performance Review: Yes, inaovators exist




within the federal government, but many
work hard to keep their innovations quiet.
By its nature, innovation requires a
departure from standard operating
procedure. In the federal government. such
departures invite repercussions.

The result is a culture of fear and
resignation. To survive, employees keep a
low profile. They decide that the safest.
answer in any given situation is a firm
“maybe.” They follow the rules, pass the
buck, and keep their heads down. They
develop what one employee, speaking with
Vice President Gore at a Department of
Veterans Affairs meeting, called “a
government attitude.”

The Solution: Creating
Entrepreneurial Organizations

How do we solve these problems? It
won' be easy. We know all about
government's problems, but little about
solutions. The National Performance
Review began by compiling a
comprehensive list of problems. We had the
GAQ's 28-volume report on federal
management problems, published last fall.
We had GAO’s High-Risk Series, a 17-
volume series of pamphlets on troubled
programs and agencies. We had the House
Government Operations Committee’s
report on federal mismanagement, called
Managing the Federal Government: A Decade
of Decline. And we had 83 notebooks
summarizing just the tables of contents of
reports published by the inspectors general.
the Congressional Budget Office, the
agencies, and think tanks.

Unfortunately, few of these studies
helped us design solutions. Few of the
investigating bodies had studied success
stories—organizations that had solved their
problems. And without studying success, it
is hard to devise real solutions. For vears, the
federal government has studied failure, and
for years, failure has endured. Six of every
ten major agencies have programs on the
Office of Management and Budgets “high-
risk” list, meaning they carry a significant
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risk of runaway spending or fraud.

The National Performance Review
approached its task differently. Not only did
we look for potential savings and
efficiencies, we searched for success. We
looked for organizations that produced
results, satisfied customers, and increased
productivity. We looked for organizations
that constantly learned, innovated, and
improved. We looked for effective,
entrepreneurial public organizations. And
we found them: in local government, in
state government, in other countries—and
right here in our federal government.

At the Air Combat Command, for
example, we found units that had doubled
their productivity in 5 years. Why?

Because the command measured
performance everywhere; squadrons and
bases competed proudly for the best
maintenance, flight, and safety records: and
top management had empowered
employees to strip away red tape and
redesign work processes. A supply system
that had once required 243 entries by 22
people on 13 forms to get one spare part
into an F-15 had been radically simplified
and decentralized. Teams of employees were
saving millions of dollars by moving supply
operations to the front line, developing their
own flight schedules. and repairing pasts
that were once discarded.’

At the Internal Revenue Service, we
found tax return centers competing for the
best productivity records. Performance on
key customer service criteria—such as the
accuracy of answers provided to
taxpay=rs—had improved dramatically.
Utah's Ogden Service Center, to cite but
one example, had more than 50
“productivity improvement teams”
simplifying forms and reengineering work
processes. Not only had employees saved
more than $11 million, they had won the
1992 Presidential Award for Quality.'

At the Forest Service, we found a pilot
project in the 22-state Eastern Region that
had increased productivity by 15 percent in
just 2 vears. The region had simplified its
budget systems, eliminated layers of middle
management, pared central headquarters
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A mericans voted for a change last November.
They want better schools and health ... ¢ and
better roads and more jobs, but they want us
10 do it all with a government that works
better on less money and that is more
responsive. -
o President Bill Clinton
Remarks announcing the

National Performance Review
MarchlS,_ 1993

staff by a fifth, and empowered front-line
employees to make their own decisions. At
the Mark Twain Narional Forest, for
instance, the time needed to grant a grazing
permit had shrunk from 30 days to a few
hours—because employees could grant
permits themsclves rather than process them
through headquarters.!!

We discovered that several other
governments were also reinventing
themselves, from Australia to Great Britain,
Singapore to Sweden, the Netherlands to
New Zealand. Throughout the developed
world. the needs of information-age
societies were colliding with the limits of
industrial-era government. Regardless of
party. regardless of ideology, these
governments were responding. In Great
Britain, conservatives led the way. In New
Zealand, the Labor Party revolutionized
government. In Australia and Sweden, both
conservative and liberal parties embraced
fundamental change.

In the United States, we found the same
phenomenon at the state and local levels.
The movement to reinvent government is as
bipartisan as it is widespread. It is driven not
by political ideology, but by absolute
necessity. Governors, mayors, and legislators
of both parties have reached the same
conclusion: Government is broken, and it is
time to fix it.

Where we found success. we found many
common characteristics. Early on, we
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articulated these in a one-page statement of
our commitment. In organizing this report,
we have boiled these characteristics down to
four key principles.

1. Curting Red Tape

Effective, entrepreneurial governments
cast aside red tape, shifting from systems in
which people are accountable for following
rules to systems in which they are
accountable for achieving results. They
streamline their budget, personnel, and
procurement systems—Iliberating
organizations to pursue their missions.
They reorient their control systems to
prevent problems rather than simply
punish those who make mistakes. They
strip away unnecessary layers of regulation
that stifle innovation. And they deregulate
organizations that depend upon them for
funding, such as lower levels of
government.

2. Putting Customers First

Effective, entrepreneurial governments
insist on customer satisfaction. They listen
carefully to their customers—using surveys,
focus groups, and the like. They restructure
their basic operations to meet customers’
needs. And they use market dynamics such
as competition and customer choice to
create incentives that drive their employees
to put customers first.

By “customer,” we do not mean “citizen.”
A citizen can participate in democratic
decisionmaking; a customer receives
benefits from a specific service, All
Americans are citizens, Most are also
customers: of the U.S. Postal Service, the
Social Security Administration, the
Department of Veterans Affairs, the
National Park Service. and scores of other
federal organizations.

In a democracy, citizens and customers
both matter. But when they vote, citizens
seldom have much chance to influence the
behavior of public institutions that directly
affect their lives: schools. hospitals, farm
service agencies. social security offices. Itis a
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sad irony: citizens own their government,
but private businesses they do not own
work much harder to cater to their needs.

3. Empowering Employees to Get Results

Effective, entrepreneurial governments
transform their cultures by decentralizing
authority. They empower those who work
on the front lines to make more of their
own decisions and solve more of their
own problems. They embrace labor-
management cooperation, provide training
and other tools employees need to be
effective, and humanize the workplace.
While stripping away layers and
empowering front-line emplovees, they
hold organizations accountable for
producing results.

4, Cutting Back to Basics: Producing
Better Government for Less

Effective, entrepreneurial governments
constantly find ways to make government
work better and cost less—reengineering
how they do their work and reexamining
rrograms and processes. They abandon the
obsolete, eliminate duplication, and end
special interest privileges. They invest in
greater productivity, through loan funds
and long-term capital investments. And
they embrace advanced technologies to cut
costs.

These are the bedrock principles on
which the reinvention of the federal
bureaucracy must build—and the principles
around which we have organized our
actions. They fit together much like the
pieces of a puzzle: if one is missing. the
others lose their power. To create
organizations that deliver value to American
taxpayers, we must embrace all four.

Our approach goes far beyond fixing
specific problems in specific agencies.
Piecemeal efforts have been under way for
years, but they have not delivered what
Americans demand. The failure in
Washington is embedded in the very systems
by which we organize the federal

bureaucracy. In recent years, Congess has
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Principles of the National
Performance Review

e will invent a govemment that puts pegple
firm by:
. Cuttmg unnecssary spend.mg
* Serving its customers :
* Empowering its employees
» Helping commurities solve their
own problems

* Fostering excellence

Heres how. We will:
* Create a clear sense of mission
* Steer more, row less
¢ Delegate authonty and responsibility
R Replaoe rcgulanons w1tb incentives
* Develop budgets based on outcomes
Expou federal opemuons to competition
“s Search’ for marhct not admmxstrattve,
- solutions .5 L L
- . Masure OUX StICCess by customer satisfaction

taken the lead in reinventing these systems.
In 1990, it passed the Chief Financial
Officers Act, designed to overhaul financial
management systems; in July 1993, it passed
the Government Performance and Results
Act, which will introduce performance
measurement throughout the federal
government. With Congress’s leadership, we
hope to reinvent government’s other basic
systems, such as budget, personnel,
information, and procurement.

Our approach has much in common
with other management philosophies, such
as quality management and business process
reengineering. But these management
disciplines were developed for the private
sector, where conditions are quite different.
In business, red tape may be bad, but it
is not the suffocating presence it is in




FROM RED FAPE 7O RESULTS ¢ CREATING A GOVERNMENT

government. In business, market incentives
already exist; no one need invent them.
Powertul incentives are always at work.
forcing organizations to do more with less,
Indeed. businesses that fail t increase their
productivitv—or that tie themselves up in
red tape—shrink or die. Hence. private
sector management doctrines tend to
overlook some central problems ot
government: its monopolies. its lack of a
bottom line, its obsession with process
rather than results. Consequently, our
approach goes bevond privace secror
methods. It is aimed at the heart and soul
of government.

The National Performance Review also
shares certain goals with past efforts to cut
costs in government. But our mission goes
beyond cost-cutting. Our goal is not simply
to weed the federal garden: it is to create a
regimen that will 4eep the garden free of
weeds. It is not simply to trim pieces of
government, but to reinvent the way
government docs everything, It is not
simply to produce a more efficient
government, but to create a more effecrive
one. After all, Americans don't want a
government that fails more efficiently. They
want a government that works.

To deliver what the people want. we need
not jettison the traditional values that
underlie democratic governance—values
such as equal opportunitv, justice, diversity.
and democracy. We hold these values dear.
We seek to transform bureaucracies
precisely because they have failed to nurture
these values. We believe that those who
resist change for fear of jeopardizing our
democratic values doom us to a government
that continues—through its failures—to
subvert those very values.

Our Commitment: A Long-Term
Investment in Change

This is not the tirst time Americars have
felt compelied to reinvent their government.
In 1776, our tounding fathers rejected the
old model of « central power issuing edicts
for all to obey. In its place, thev created a
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government that broadly distributed power.
Their vision of democracy, which gave
citizens a voice in managing the United
States, was untried and untested in 17706.

[t required a tremendous leap of faich.

But it worked.

Later generations extended this
experiment in democracy to those not vet
enfranchised. As the 20th century dawned,
a generation of “Progressives” such as Teddy
Roosevelt and Woodrow Wilson invented
the modern bureaucratic state, designed
to meet the needs of a new industrial
society. Franklin Roosevelt brought it to
full flower. Indeed, Roosevelt's 1937
announcement of his Committee on
Administrative Management sounds as it
it were written only vesterday:

The time has come to set our house in
order. The administrative management
of the government necds overhauling.
The executive structure of the
government is sadlly out of date .... If we
have faith in our republican form of
government ... we must devote ourselves
energetically and courageously to the task
of making thar government efficient.

Through the ages. public management
has tended to follow the prevailing
paradigm of private management. The
1930s were no exception. Roosevelt's
committee—and the two Hoover
commissions that followed—recommended
a structure pacterned largely after those of
corporate America in the 1930s. In a sense,
they brought to government the GM model
of organization.

By the 1980s, even GM recognized that
this model no longer worked. When it
created Saturn., its first new division in 67
vears, GM embraced a very different model.
It picked its best and brightest and asked
them to create a more entrepreneurial
organization, with fewer lavers, fewer rules,
and employees empowered to do whatever
was necessary to satisfy the customer. Faced
with the very real threat of bankruptcy.
major American corporations have
revolutionized the way they do business.




Contronted with our twin budget and
pertormance deficits—which so undermine
public trust in government—DPresident
Clinton intends to do the same thing. He
did not staff the Performance Review
primarily with outside consultants or
corporate experts, as past presidents have.
Instead. he chose tederal emplovees to take
the lead. They consulted with experts from
state government. local government, and
the private sector. But as Vice President
Gore said over and over at his meetings with
tederal emplovees: "The people who work
dlosest to the problem know the most about
how to solve the problem.”

Nor did the effort stop with the men
and women who statted the Performance
Review. President Clinton asked every
cabinet member to create a Reinvention
Team to redesign his or her department.
and Reinvention Laboratories to begin
experimenting immediately. Since April.
people all across our government have been
working full time to reinvent the federal
bureaucracy.

The process is not easy, nor will it be
quick. There are changes we can make
immediately. but cven if all of our recom-
mendations are enacted. we will have only
begun to reinvent the tederal government.
Our efforts are but a down payment—the
first installment of a long-term investment in
change. Every expert with whom we talked
reminded us that change takes time. Ina
large corporation. transformation takes 6 to 8
vears at best. In the federal government,
which has more than 7 times as many
emplovees as America’s largest corporation, it
will undoubtedly take longer to bring about
the historic changes we propose.'

Along the way, we will make mistakes.
Some retorms will succeed bevond our
wildest dreams; others will not. As in any
experimental process. we will need to
monitor results and correct as we go. But we
must not confuse mistakes with fatlure. As
Tom Peters and Robert Waterman wrote in
In Search of Fxcellence, any organization that
is not m'dung mistakes is not trving hard
enough. Babe Ruth. the Sultan of Swat,
struck out 1.330 times.

INTRODUCTION

I would invite those who are cynical about the
possibility of this change to ask themselves this
question: What would your reaction have

been 10 years ago if someone had said that in
the summer of 1993 American automobile
_companies would be making the highest quality
most competitively priced cars in

the world?

I know my reaction would have been, “No
way. I am sorry, but I've bought too many
clunkers. They can’t do it. The momentum
toward mediocrity is just too powerful.”

But that change has taken place. And if an
industry as large and as stodgy as the automobile
industry can undergo that kind of
transformation, then the federal government can
as well.

Vice President Al Gore
Town Hall Meeting,
Department of Energy
July 13, 1993

With this report, then. we begin a
decade-long process of reinvention. We
hope this process will involve not only the
thousands of federal emplovees now at work
on Reinvention Teams and in Reinvention
Labs. but millions more who are not vet
engaged. We hope it will transform the
habits, culture, and pertormance of all
tederal organizations.

Some may sav that the task is too large:
that we should not attempt it because we
are bound to make mistakes: that it cannot
be done. But we have no choice. Our
government is in trouble. It has lost its sense
of mission: it has lost its ethic of public
services and, most importantly, it has lost
the faith of the American people.

In times such as these, the most
dangerous course is to do nothing, We must
have the courage o risk change.
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Chapter 1

CuUTtTING RED TAPE

Abous 10 years ago, two foresters returned from a hard day in the
field to make plans for the coming week. Searching for a detatl of agency policy,
they found themselves overwhelmed by voluminous editions of policy manuals,
reports, and binders filled with thousands of directives. One Jorester recalled the very first
Forest Service manual—small enough to fit into every rangers shirt pocket, yet
containing everything foresters needed to know to do their jobs.

“Why is it that when we have a problem. " the other forester asked. “the solution is zz/waw to add
something— report, a system, a policy—but never take something away?

The first replied: “What if . . .

he federal government

does at least one thing

well: It generates red tape.

But not one inch of that

red tape appears by

accident. In fact. the
government creates it all with the best of
intentions. It is time now to put aside our
reverence for those good intentions and
examine what they have created—a
system that makes it hard for our civil
servants to do what we pay them for, and
frustrates taxpayers who rightfully expect
their money's worth.

Because we don't want politicians’
families, friends, and supporters placed in
“no-show" jobs, we have more than
100,000 pages of personnel rules and
regulations defining in exquisite detail how
to hire, promote, or fire federal employees.
Because we don't want employees or private
companies profiteering from tederal
CONLIacts, We create procurement processes
that require endless signatures and long
months to buy almost anything. Because we
don't want agencies using tax dollars for any

we could just start over?™!

unapproved purpose, we dictate precisely
how much they can spend on everything
from staff to telephones to travel.

And because we don't want state and
local governments using federal funds for
purposes that Congress did not intend. we
write regulations telling them exactly how
to run most programs that receive federal
funds. We cull for their partnership in
dealing with our country’s most urgent
domestic problems. yet we do not treat
them as equal partners.

Consider some examples from the daily
lives of federal workers. people for whom
red tape means being unable to do their
jobs as well as they can—or as well as we
deserve.

The district managers of Oregon’s
million-acre Ochoco National Forest have
53 separate budgets—one for fence
maintenance, one for fence construction,
one for brush burning—divided into 557
management codes and 1,769 accounting,
lines. To transfer money between accounts,
they need approval from headquarters.
They estimate the task of tracking spending

<0
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in each account consumes at least 30 davs
of their time everv year. days they could
spend doing their real jobs.” It also sends a
message: You are not trusted with cven the
simplest responsibilities.

Or consider the federal emplovees who
repair cars and trucks at naval bases. Each
time they need a spare part, they order it
through a central purchasing office—a
procedure that can keep vehicles in the shop
for a month. This keeps one-tenth of the
fleet out of commission. so the Navy buvs
10 percent more vehicles than it needs.”

Or how about the new Energy
Department petroleum engineer who
requested a specific kind of calculator to do
her job? Three months later, she received an
adding machine. Six months after that. the
procurement office got her a calculator—a
tiny, hand-held model that could not
perform the complex calculations her work
required. Disgusted, she bought her own.’

Federal managers read the same books
and attend the same conferences as private
sector managers. They know what good
management looks like. They just can't put
it into practice—because they face
constraints few managers in the private
sector could imagine.

Hamstrung by rules and regulations.
federal managers simply do not have the
power to shape their organizations enjoved

Never rell people how to do things. Tell them
what you want to achieve, and they will
surprise you with their ingenuity.

General George S. Patton
1944

by private sector managers. Their job is to
make sure that every dollar is spent in the
budget category and the vear for which it
was appropriated, that every promotion is
consistent with central guidelines, and thar
c.ery piece of equipment is bought through
competitive bidding. In an age of personal
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compurers. they are asked to write with
quill pens.

This thicket of rules and regulations has
layer upon laver of additiona! oversight.
Each new procedure necessitates someone’s
approval. The result is tewer people doing
real work, more people getting in their way.
As management sage Peter Drucker once
said, “So much of what we call
management consists of making it difficult
tor people to work.™

As Robert Tobias, president of the
National Treasurv Employees Union, told
participants at the Philadelphia Summit on
Reinventing Government, “The regulations
and statutes that bind federal employees
from exercising discretion available in the
private sector all come about as a response
to the humiliations, mistakes,
embarrassments of the past.” Even though,
as Tobias noted. “those problems are 15, 20,
30 vears old.” and “the regulations and the
statutes don't change.” The need to enforce
the regulations and statutes. in turn, creates
needless lavers of bureaucracy.

The lavers begin with “staff” agencies,
such as the General Services Administration
(GSA) and the Office of Personnel
Management (OPM). These staff agencies
were designed originally to provide
specialized support for “line” agencies,
such as the Interior and Commerce
Departments, that do government’s real
work. But as rules and regulations began to
proliferate, support turned into control.
The Office of Management and Budget
(OMB) which serves the President in the
budget process, runs more than 50
compliance, clearance, and review processes.
Some of this review is necessary to ensure
budget control and consistency of agency
actions—with each other and with the
President’s program—but much of it is
overkill.

Line agencies then wrap themselves in
even more red tape by creating their own
budger oftices, personnel offices, and
procurement og'lces. Largely in response to
appropriations committees, budget offices
divide congressional budgets into
increasingly tiny line items. A few years ago,




for example, base managers in one branch
of the miliiary had 26 line items tor
housing repairs alone.” Personnel oftices tell
managers when they can and cannot
promote, reward. or move emplovees. And
procurement oftices force managers to buy
through a central monopcly, precluding
agencies from getting wnat they need. when
they need it.

What the staff agencies dont control.
Congress does. Congressional
appropriations often come with hundreds
of strings actached. The Interior
Department found that language in its
1992 House. Senate. and contercncc
committee reports included some 2.150
directives, carmarks. instructions. and
prohibitions.” As the federal budget
tightens, lawmakers request increasingly
specitic report language to protect activities
in their districts. Indeed. 1993 was a
record vear for such requests. In one
appropriations bill alone, senators required
the U.S. Customs Service to add new
employees to its Honolulu office.
prohibited closing any small or rural post
office or U.S. Forest Service offices: and
forbade the U.S. Mint and the Bureau of
Engraving and Printing from even studying
the idea of contracting out guard duties.

Even worse, Congress often gives a single
agency multiple missions. some of which
are contradictorv. The Agency for
International Development has more than
40 different objectives: Congress wants it to
dispose of American farm surpluses. build
democratic institutions. even strengthen the
American land grant college svstem.” No
wonder it has trouble accomplishing its real
mission—promoting international
development.

In Washington. we must work together
to untangle the knots of red tape that
prevent government from serving the
American people well. We must give
cabinet secretaries. program directors and
line managers much greater authority to
pursue their real purposes.

As Theodore Roosevelt said: “The best
executive is the one who has the sense to
pick good men [sic] to do what he wanes

CutTING RED TaPE

done. and self-restraint enough to keep
from meddling with them while thev do it.”

Our path is clear: We must shitt from
svstems that hold people accountable for
process to svstems that hold them
accountable for results. We discuss
accountability for results in chapter 3. In
this chapter, we focus on six steps necessary
to strip awav the red rape that so engulfs our
tederal emplovees and frustrates the
American people.

First, we will streamline the budget
process, to remove the manitold restrictions
that consume managers’ time and literally
force them to waste money.

Second, we will decentralize personnel
policy, to give managers the tools they need
to manage ettectivelv—the authority to
hire. promote. reward. and fire.

Third, we will streamline procurement.
to reduce the enormous waste built into the
process we use to buy $200 billion a year in
goods and services.

Fourth, we will reorient the inspectors
general. to shift their focus from punishing
those who violate rules and regulations to
helping agencics learn to perform beteer.

Fifth, we will eliminate thousands of
other regulations that hamstring federal
emplovees, to cut the final Lilliputian ropes
on the federal giant.

Finally, we will deregulate state and local
governments, to empower them to spend
more time meeting customer needs—
particularly with their 600 tederal grant
programs—and less time jumping through
bureaucratic hoops.

As we pare down the systems of over-
control and micromanagement in
government, we must also pare down the
structures that go with them: the oversized
headquarters. multiple layers of supervisors
and auditors. and offices specializing in the
arcane rules of budgeting, personnel,
procurement, and finance. We cannot
entirely do without headquarters,
supervisors, auditors, or specialists, but these
structures have grown twice as large as they
should be.

Counting, all personnel. budger.
procurement. accounting, auditing, and
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headquarters staff, plus supervisory
personnel in field offices, there are roughly
700,000 federal emplovees whose job it is to
manage, control, check up on or audit
others.'® 7his is one third of all federal
civilian employees.

Not counting the suffocating impact
these management control structures have
on line managers and workers, they
consume $35 billion a year in salary and
benefits alone.!! If Congress enacts the
management reforms outlined in this report,
we will dramartically cut the cost of these
structures. We will reinvest some of the
savings in the new management tools we
need. including performance measurement,
quality management, and training. Overall,
these reforms will result in the net
elimination of approximately 252,000
positions. (This will include the 100,000
position reduction the President has already
set in motion.)

A reduction of 252,000 positions will
reduce the civilian, non-postal work force
by almost 12 percent—bringing it below
two million for the first time since 1966.!*

This reduction, targeted ar the structures
of control and micromanagement, is
designed to improve working conditions for
the average federal employee. We cannot
empower employees to give us their best
work unless we eliminate much of the red
tape that now prevents it. We will do
everything in the government’s power to
ease the tr nsition for workers, whether they
choose to stay with government, retire, or
move to the private sector.

Our commitment is this: /f an employee
whose job is eliminated cannot retive through
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our early retirement program, and does not
elect to take a cash incentive to leave
government service, we will help that employee
find another job offer, either with government
or in the private sector.

Normal attrition will contribute to the
reduction. In addition, we will introduce
legislation to permit all agencies to offer
cash payments to those who leave federal
service voluntarily, whether by retirement or
resignacion. The Department of Defense
(DOD) and intelligence community
already have this “buy-out” authority; we
will ask Congress to extend it to all agencies.
W will also give agencies broad authority
to offer early retirement and to expand their
retraining, out-placement efforts, and other
tools as necessary to accomplish the 12%
reduction. Agencies will be able to use these
tools as long as they meet their cost
reduction targets.

These options will give federal managers
the same tools commonly used to downsize
private businesses. Even with these
investments, the downsizing we propose
will save the taxpayer billions over the next
5 years.

None of this will be easy. Downsizing
never is. But the result will not only be a
smaller workforce. it will also be a more
empowered, more inspired, and more
productive workforce.

As one federal employee told Vice
President Gore at one of his many town
meetings, “If you always do what you've
always done, you'll always get what you
always got.” We can no longer afford to get
what we've always got.

STEP 1: STREAMLINING THE BUDGET PROCESS

ost people can't gert excited about

the federal budget process, with

its green-eveshade analysts,
complicated procedures, byzantine
language, and reams of minutiae. Bevond
such elements, however, lies a basic,
unalterable reality. For organizations of all
kinds, nothing is more important than the
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process of resource allocation: how much
money they have, what strings are attached
to it, and what hurdles are placed before
managers who must spend it.

In government, budgeting is never easy.
After all, the budget is the most political of
documents. If, as the political scientist
Harold D. Lasswell once said, politics is
“who gets what. when, how,” the budget
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answers that question.!* By cratting a
budget. public officials decide who pays
what taxes and who receives what benetits.
The public’s largesse to children, the elderly.
the poor. the middle class, and others is
shaped by the budgets that support cities.
states. and the federal government.

But it budgeting is inherenty messy, such
messiness is costly. Optimallv. the budget
would be more chan the product of struggles
among competing interests. It also would
reflect the thoughttul planning of our public
leaders. No one can improve quality and cut
costs without planning to do so.

Untortunately, the most deliberate
planning is often subordinared to politics.
and is perhaps the last thing we do in
constructing a budger. Consider our
process. Ea iely in the vear, each agency
estimates what it will need to run its
programs in the tiscal year thar begins
almost 2 years later. This is like asking
someone to figure out not only what they
will be doing, but how much it will cost

3 vears later—since that's when the money
will be spent. Bureau and program
managers typically examine the previous
year's activity dara and project the figures 3
vears out. with no word from top political
leaders on their priorities, or even on the
total amount that they want to spend. In
other words. planning budgets is like
playing “pin the tail on the donkey.”
Blindfolded managers are asked to hit an
unknown target.

OMB., acting for the President, then
crafts a proposed budget through back-and
forth negouiarions with departments and
agencies. still a vear before the fiscal year
it will govern. Decisions are struck on
doliars Congress may never appropriate—
dollars that. to agencies. mean people,
equipment. and everything else thev need
tor their jobs, OMB's examiners may
question agency staft as they develop option
papers. OMBSs director considers the
option during his Director’s Review
meetings, OMB “passcs back”
recommended funding levels for the
agencics., and final figures are worked out
during a final appeals process.

CUTTING RED TaPE

Early the next vear, the President presents
a budger proposal to Congress for the fiscal
vear beginning the following October 1.
Lawmakers. the media, and interest groups
pore over the document, searching tor
winners and losers, new spending proposals.
and changes in tax Jaws. In the ensuing
months, Congress puts its own stamp on
the plan. Although House and Senate
budget committees guide Congress’ action.
everv committee plavs a role.

Authorizing committees debate the
merits of existing programs and the
President’s proposals for changes within
their subject areas. While thcv decide which
programs should coritinue and recommend
funding levels, separate appropriations
commuittees dratt the 13 annual spending
bills that actually comprise the budger.

Congressional debates over a budget
resolution, authotization bills, and
appropriations drag on, often into the fall.
Frequently the President and Congress don't
finish by October 1. so Congress passes one
or more “continuing resolutions” to keep
the money flowing, often at the previous
vear’s level. Until the end. agency officials
troop back and forth to OMB and to the
Hill to make their case. States and localities.
interest groups and advocates seck time to
argue their cause. Budget staffs work non-
stop, preparing estimates and projections on
how this or that change will affect revenues
or spending. All this work is focused on
making a budget—not planning or
delivering programs.

Ironies riddle the process.

* Uncertainty reigns: Although taey
begin calculating their budget 2 vears
ahead, agency officials do not always
know by October 1 how much they
will have to spend and frequently don't
even receive their money until well into
the fiscal vear.

* OMB is especially prone to question
unspent funds—and reduce the ensuing
vear's budget by that amount. Agency
officials inflate their estimates, driving
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budget numbers higher and higher.
One bureau budget director claims thar
many regularly ask for 90 percent more
than they evenrually receive.

* Despite months of debate, Congress
compresses its actual decision-making
on the budget into such a short time
frame that many of the public’'s highest
priorities—what to do about drug
addiction, tor example. or how to
prepare workers tor jobs in the 21st
century—are discussed only briefly. if ar

all.

* The process is devoid of the most useful
information. We do not know what last
vear's money. or that ot the vear before.
actually accomplished. Agency ofticials
devise their funding requests based on
what they got before. not whether it
produced results.

In sum, the budget process is
characterized by tictional requests and
promises, an obsession with inputs rather
than outcomes, and a shortage of debate
about critical national needs. We must start
to plan strategicallv—linking our spending
with priorities and performance. First, we
must create a rational budgeting system.

Action: The President should begin the
budget process with an executive budget
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resalution, setting broad policy prioriries
and allocating funds by function for each
agency.’’

Federal managers should focus primarily
on the content of the budger, not on the
process. A new executive budget resolution
will help them do that. The President
should issue a ditective in early 1994 to
mandate the use of such a resolution in
developing his fiscal vea: 1996 budget. It
will turn the executive budget process
upside down.

To develop the resolution, officials from
the White House policy councils will meet
with OMB and agency officials. In those
sessions. the administration’s policy
leadership will make decisions on overall
spending and revenue levels. deficit
reduction targets, and funding allocations
tor major inter-agency policy initiatives.
The product of these meerings—a
resolution completed by August—will
provide agencies with funding ceilings and
allocations for major policy missions. Then,
bureaus will generate their own budget
estimates. now knowing their agency’s
priorities and fiscal limits.

Our own Environmental Protection
Agency (EPA) tried a similar approach in
the 1970s as parr of a zero-based budgeting
trial run. Although zero-based budgeting
fell short. participants said, rwo important
advantages emerged: a new responsiveness
to internal customer needs and a
commitment to final decisions. When
participants voted to cut research and

"There are two ways to reduce expenditures.
There is the intelligent way..going through
each department and questioning each
program. Then there is the stupid way:
announcing how much you will cut and
getting each department to cut that amount.
I favor the stupid way.

development funds because they felt
researchers ignored program needs,
researchers began asking program managers
what kind of research would support their
efforts. EPA also found that, after its leaders
had agonized over funding, they remained
committed to common decisions.

Critics may view the executive budger
resolution process as a top-down tool that
will stifle creative, bottom-up suggestions

Michel Belanger for funding options. We think otherwise.
Chairman, Quebec National Bank The resolution will render top officials
May 7, 1992 responsible for budget totals and policy
decisions, but will encourage lower-level
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ingenuity to devise funding options within
those guidelines. By adopting this plan, we
will help discourage non-productive micro-
management by senior department and
agency officials.

Action: lustitute biennial budgers and
appropriations.’’

We should not have to enact a budget
every vear. Tweney states adopt budgets tor
2 yvears. (They retain the power to make
small adjustments in off vears if revenues or
expenditures deviate widely from forecasts).
As a result, their governors and legislacures
have much more time to evaluate programs
and develop longer-term plans.

Annual budgets consume an enormous
amount of management time—time not
spent serving customers. With biennial
budgets, rather than losing months to a
frantic “last-year's budget-plus-X-percent”
exercise. we might spend more time
examining which programs actually work.

The idea ot biennial budgeting has been
around for some time. Congressman Leon
Panetta, now OMB director, introduced the
tirst biennial budgeting bill in 1977, and
dozens have been offered since. Although
none have passed, the government has some
experience with budger plans that cover 2
vears or more. In 1987, the President and
Congress drafted a budget plan for tiscal
vears 1988 and 1989 that ser spending
levels for major categories. enabling
Congress to enact all 13 appropriations bills
on time for the first time since 1977.

In addition, Congress directed the
Defense Department to submit a biennial
budget for fiscal 1988 and 1989 to give
Congress more time for broad policy
oversight. At the time, Congress asserted
that a biennial budget would “substantially
improve DOI) management and
congressional oversight,” and that a two-
vear DOL budget was an important step
toward across-the-board biennial budgeting,
Administrations have continued to submit
bicnnial budgets tor DOD.

The 1990 Budget Enforeement Act and
the 1993 Omnibus Budget Reconciliation
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Act set 3-vear spending limits for
discretionary spending and pay-as-vou-go
requirements for mandatory programs.
With these multi-vear caps in place, neither
the President nor Congress has to decide the
total level of discretionary spending each
vear. These caps provide even more reason
for biennial budgcts and appropriations. In
Congress. 7 out of 10 mcmbcrs tavor a
biennial process with a 2-vear budget
resolution and multi-vear authorizations.
The time is ripe.

We recommend that Congress establish
bicnnial budgct resolutions and
appropriations and multi-vear
authorizations. The first biennium should
begin Occtober 1. 1996. to cover fiscal vears
1997 and 1998. Atter that, bienniums
would begin QOctober 1 ot each even-
numbered vear. Such timing would allow
President Clinton to develop the tirst
comprehensive biennial federal budget.
built on the new executive budget
resolution. In off vears, the President would
submit only amendments for exceptional
areas of concern, emergencies. or other
unforeseen circumstaices.

Biennial budgeting will not make our
budget decisions easier. for they are shaped
by competing interests and priorities. But it
will eliminate an enormous amount of busy
work that keeps us trom evaluating
programs and meeting customer needs.

Action: O.MB, deparnnents. and
agencies will minimize budget vestrictions
such as apportionments and allotments.'*

Congress typically divides its
appropriations into more than 1,000
accounts. Commirtee reports specity
thousands of other restrictions on using
money. OMB apportions each account by
quarter or vear. and sometimes divides it
into sub-accounts by linc-item or object
class—all to control over-spending.
Departmental budgert offices turther divi-ie
the money into allotments,

Thus, many managers find their money
fenced into hundreds of separate accounts. In
some agencics. they can move tunds among
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accounts. In others, Congress or the agency
limits the transter of furds. trapping the
money. When that happens. managers must
spend money where they have it, not where
they need it. On one military base. for
example, managers had no line item to
purchase snowplow equipment, but they did
have a maintenance account. When the
snowplow broke down they leased one. using
the maintenance account. Untortunately, the
1-vear lease cost $100.000—the same as the
full purchase price.

Such stories are a dime a dozen within
the federal burcaucracy. (They may be the
only government cost that is coming
down.) Good managers struggle to make
things work, but. trapped by absurd
constraints, they are driven to waste billions
of dollars every vear.

Stories about the legendary end-of-the-
vear spending rush also abound. Managers
who don't exhaust each line item ar vear's
end usually are rold to return the excess.
Tvpicallv., they get less the next time around.
The result: the well-known spending frenzy.
The National Performance Review received
more examples of this source of waste—in
letters, in calls, and at town meetings—than
any other.

Most managers know how to save 5 or
10 percent of what they spend. But
knowing they will get less money next vear,
they have little reason to save. instead, smart
managers spend every penny of every line
item. Edwin G. Fleming, chief of the
Resources Management Division of the
Internal Revenue Service’s Cleveland
District, put it well in a letter to the
"Treasury Department’s Reinvention Team:

Every manager has saved money, only to
have his allocation reduced in the
subsequent year. This usually happens
only once, then the manager becomnes a
spender rather than a planner.
Managing becomes watching after litle
pots of money that cant be put where it
1makes business sense because of
reprogramming restrictions. So
wmanagers, who are monitors of these
little pois of money. are rewarded for the
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ability to maneuver, however limitedly,
through the baroque and bizarre world
of federal finance and procurement.

Solutions to these problems exist. They
have been tested in local governments. in
state governments, even in the federal
government. Essentially, they involve
budget systems with fewer line items, more
authority for managers to move money
among line items, and freedom for agencies
to keep some or all of what they save—thus
minimizing the incentive for vear-end
spending sprees.

Typically, federal organizations
experimenting with such budgets have
found that thev can achieve better
productivity, sometimes with less monev.

During an experiment at Oregon's
Ochoco National Forest in the 1980s, when
dozens of accounts were reduced to six,
productivity jumped 25 percent the first
vear and 35 percent more the second. A
1991 Forest Service study indicated that the
experiment had succeeded in bringing gains
in efficiency, productivity, and morale, but
had failed to provide the Forest Service
region with a mechanism for complying
with congressional intent. After 3 years of
negotiations, Washington and Regjon 6.
where the Ochoco Forest is located, couldn't
agree. The region wanted to retain the
initial emphasis on performance goals and
targets so forest managers could shift monev
from one account to another if they met
performance goals and targets. Washington
argued that Congress would not regard such
targets as a serious measure of congressional
intent. The experiment ended in March
1993."

When the Defense Department allowed
several military bases to experiment with
what was called the Unitied Budget Test.
base commanders estimated that they could
accomplish their missions with up to 10
percent less money. If this experience could
be applied to the entire government, it
could mean huge savings.

Beginning with their fiscal year 1995
submissions to OMB, departments and
agencies will begin consolidating accounts



to minimize restrictions and manage more
effectively. They will radically cut the
number of allotments used to subdivide
accounts. In addition, thev will consider
using the Defense Department’s Unitied
Budget plan, which permits shifts in tunds
between allotments and cost categories to
help accomplish missions.

OMB will simplify the apnortionment
process, which hamstrings agencics by
dividing their ftunding into amounts that
are available, bit by bit, according to
specified time pcnods. activities. or
projects. Agencics often dont get their
funding on time and. atter they do. must
fill out reams of paperwork to show
that they adhered to apportionment
guidelines: OMB will also expedite the

“reprogramming” process. by which
agencies can move funds within
congressionally appropriated accounts.
Currentdy, OMB and congressional
subcommuittees approve all such
reprogrammings. OMB should
automatically approve reprogramming
unless it objects within a set period. such as
five days.

Action: OMB and agencies will stop
using jull—nme equivalent ceilings,
mnanaging and budqetmq insread with
cetlings on opemrmg costs to control

spending.’®

In another effort to control spending,
both the executive and legislative branches
otten limit the number ot each agency’s
employees by using full-time equivalent
(FTE) limits. When agencies prepare their
budgert estimates. they must state how
manyv FTEs they need in addition to how
many dollars. Then, each department or
agency divides that number into a ceiling
tor each bureu, division, branch. or other
unit. Cong;- .s occasionally complicates the
situation by legislating FTE floors.

Federal managers otten cite FTE
controls as the single most oppressive
restriction on their ability to manage.
Under the existing system. FTE controls
are the only wav to make good on the
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President’s commitment to reduce the
tederal burcaucracy by 100,000 positions
through attrition. But as we redesign the
government for greater accountability, we
need to use budgets. rather than FTE
controls. to drive our downsizing,

FTE ceilings are usually imposed
independently of—and often conflict
with—budget allocations. They are
frequently arbitrary, rarely account tor
changir 4 circumstances. and are normally
impz.ed as across-the-board percentage cuts
in FTEs for all of an agency’s units—
regardless of changing circumstances.
Organizations that face new regulations or a
greater workload don't get new FTE
ccnllne;s Consequently, they must contract
out work that could be done better and
cheaper in-house. One manager at Vice
President Gore's town meeting at the State
Department in May 1993 oftered an
example: his FTE limit had forced him to
contract out for a junior programmer for
the Foreign Service Institute. As it turned
out, the programmer’s hourly rate equaled
the Institute Directors, so the move cost
money instead of saving it.

The President should direct OMB and
agency heads to stop setting FTE ceilings in
fiscal vear 1995.

For this transition, the agencics’
accounting systems will have to separate
true operating costs from program and
other costs. Some agencies already have
such svstems in place; others must develop
financial management systems to allow
them to calculate these costs. We address
this issue in a separate recommendation in
chapter 3.

This recommendation fully supports the
Pres dent’s commitment to maintain a
redriced federal workforce. Instead of
controlling the size of the federal
wworkforce by emplovment ceilings—which
cause inetficiencies and distortions in
managers personnel and resource
allocation decisions—this new svstem will
control the federal workforce by dollars
available in operating funds.
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Action: Minimize congressional
restrictions such as line items and
earmarks and eliminate FTE floors.”

Congress should also minimize the
restrictions and earmarks that it imposes on
agencies. With virtually all federal spending
under scrutiny for future cuts, Congress is
increasingly applying earmarks to ensure
that funding tlows to favored programs and
hometown projects.

Imagine the surprise of Interior Secretary
Bruce Babbitt, who a few months after
taking office discovered that he was under
orders from Congress to maintain 23
positions in the Wilkes-Barre, Pennsylvania,
ticld office of his department’s anthracite
reclamation program. Or that his
department was required to spend

$100,000 to train beagles in Hawaii to snitt

out brown tree snakes. Edward Derwinski,
tormer secretary of Veteran Affairs, was
once summoned before the Texas
congressional delegation to explain his plan
to eliminate 38 jobs in thar state.™

While understandable in some cases,
congressional earmarks hamper agencies
that seek to manage programs efficicntly.
Agencies should work with appropriations
subcommittees on this problem.

Action: Allow agencies to roll over 50
percent of what they do not spend on
internal operations during a fiscal year.'

As part of its 13 fiscal year 1995
appropriations bills, Congress should
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permanently allow agencies to roll over 50
percent of unobligated vear-end balances in
all appropriations for operations. It should
allow agencies to use up to 2 percent of
rolled-over funds to tinance bonuses for
employees involved. This approach, which
the Defense Department and Forest Service
have used successtully, would reward
employees for finding more productive
ways to work. Moreover, it would create
incentives to save the taxpayers money.

Shared savings incentives work. In 1989,
the General Accounting Office (GAO)
discovered that the Veterans
Administration had not recovered $223
million in health pavments from third
parties. such as insurers. Congress then
changed the rules, allowing the VA to hire
more staff to keep up with the paperwork
and also to keep a portion of recovered
third-party payments for administrative
costs. VA recoveries soared from $24
million to $530 million.*

It incentives to save are to be real,
Congress and OMB will have to refrain
from automatically cutting agencies’
budgets by the amount they have saved
when their next budget is prepared. Policy
decisions to cut spending are one thing;
automatic cuts to take back savings are
quite another. They simply confirm
managers' fears that they will be penalized
for saving money. Agencies’ chief financial
officers should intervene in the budget
process to ensure that this does not
happen.

STEP 2: DECENTRALIZING PERSONNEL POLICY

ur federal personnel system has

been evolving for more than 100

yvears—ever since the 1881
assassination of President James A. Garfield
by a disappointed job seeker. And during
that time. according to a 1988 Office of
Personnel Management publication:

..anecdotal mistakes prompted
additional rules. When the rules led to

new inequities, even more rules were
added. Over time...a maze of regulations
and requirements was created,
hamstringing managers...often impeding
Jfederal managers and employees from
achieving their missions and from giving
the public a high quality of service.

Year after year, layer after layer, the rules
have piled up. The U.S. Merit Systems
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Catch-22

ur federal personnel system ought to place

a value on experience. That’s not always
the case. Consider the story of Rosalie Tapia.
Ten years ago, fresh from high school, she
joined the Army and was assigned to Germany
as a clerk. She served out her enlistment with an
excellent record, landed a job in Germany as a
civilian secretary for the Army, and worked her
way up to assistant to the division chief. When
the Cold War ended, Tapia wanted to return to
the U.S. and transfer to a government job here.

Unfortunately, one of the dicrates contained
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in the government’s 100,000 pages of personnel
rules says that an employee hired as a civil
servant overseas is not considered a government
employee once on home soil. Any smart
employer would prefer to hire an experienced
worker with an excellent service record over an
unknown. But our governments policy doesn't
make it easy. [ronically, Tapia landed a job with
a government contractor, making more
money— and probably costing taxpayers
more—than a job in the bureaucracy would
have paid.

Protection Board reports there are now 850
pages of tederal personnel law—augmented

by 1.300 pages ot OPM regulations on how

to implement those laws and another
10,000 pages of guidelines from the Federal
Personnel Manual.

On one topic alone—how to complete a
standard form for a notice of a personnel
action—the Federal Personnel Manual
contains 900 pages ot
instructions. The full stack
of personnel laws,
regulations, directives, case
law and departmental
guidance that the Agriculture
Department uses—shown in
the photo at right—weighs
1.088 pounds.

Thousands ot pages of
personnel rules prompt
thousands of pages of
personnel torms. In 1991, for
example, the Navv's Human
Resources Office processed
enough forms to create a
“monument” 3.100 feet
tall—six times the height of
the Washingron Monument. |8

Costs to the taxpayer for

this personnel quagmire are enormous. In
total, 34.000 people work in federal
personnel positions.=* We spend billions of
dollars tor these staff to classifv each
emplovee within a highly complex svstem
of some 459 job series. 15 grades and 10
steps within each grade.

Does this elaborate svstem work? No.

After surveving managers. supervisors
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and personnel officers in a number of
federal agencies, the U.S. Merit Systems
Protection Board recently concluded that
tederal personnel rules are too complex, too
prescriptive, and often counterproductive.

Talk to a tederal manager for 10 minutes:
You likelv will hear at least one personnel
horror story. The system is so complex and
rule-bound that most managers cannot even
advise an applicant how to get a federal job.
“Even when the public sector finds
outstanding candidates,” In 1989, Paul
Volcker's National Commission on the
Public Service explained, “the complexity of
the hiring process often drives all but the
most dedicated away.” Managers who find
it nearly impossible to hire the people they
need sometimes flaunt the system by hiring
people as consultants at higher rates than
those same people would earn as federal
employees. The average manager needs a
year to fire an incompetent employee, even
with solid proot. During layoffs. employees
slated to be laid off can “bump” employees
with less seniority, regardless of their abilities
or performance—putting people in jobs
they don't understand and never wanted.

Vice President Gore heard many stories
of dissatisfaction as he listened to federal
workers at meetings in their agencies. A
supervisor at the Centers for Disease
Control complained that it can take six to
cight months and as many as 15 revisions to
a job description in order to get approval for
a position he needs to fill. A secretary from
the Justice Department told the Vice
President she was discouraged and
overworked in an office where some
secretaries were slacking off—with no
system in place to reward the hard workers
and take action against the slackers.

A worker from the Agency for
Internarional Development expressed her
frustration at being so narrowly “slotted” in
a particular GS series that she wasn't allowed
to apply for a job in a slightly different GS
series —even though she was qualified for
the job. An Air Force lieutenant colonel told
the vice president that her secretary was
abandoning government for the private
scctor because she was blocked from any
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more promotions in her current job series.
The loss would be enormous, the colonel
told Gore, because her secretary was her
“right-hand person”. One of the Labor
Departments regional directors for °
unemployment insurance complained that
even though he is charged with running a
multimillion-dollar-a-year program, he isnt
allowed to hire a $45,000-a-year program
specialist without getting approval from
Washington.

To create an effective federal government,
we must reform virtually the entire
personnel system: recruitment, hiring,
classification, promotion, pay, and reward
systems. We must make it easier for federal
managers to hire the workers they need, to
reward those who do good work. and to fire
those who do not. As the National
Academy of Public Administration
concluded in 1993, “It is not a question of
whether the federal government should
change how it manages its human resources.
It must change.”

Action: OPM will deregrlate personnel
policy by phasing out the 10,000-page
Federal Personnel Manual and all agency
implementing divectives.”*

We must enable all managers to pursue
their missions, freed from the cambersome
red tape of current personnel rules. The
President should issue a directive phasing
out the Federal Personnel Manual and all
agency implementing directives. The
directive should require that most personnel
management authority be delegated to
agencies' line managers at the lowest level
practical in each agency. It should direct
OPM to work with agencies to determine
which FPM chapters, provisions, or
supplements are essential, which are useful,
and which are unnecessarv. OPM will then
replace the FPM and agency directives with
manuals tailored to user needs, automated
personnel processes, and electronic decision
support systems.

Once some of the paperwork burden is
cased, our next priority must be to give
agency managers more control over who




comes to work for them. To accomplish
this. we propose to radically decentralize the
governments hiring process.

Action: (ive all departinents and
.agencies authority to conduct their own

ecruiting and examining for all
pousitions, and abolish all central registers
nd standard application forms.”

We will ask Congress to pass legislation
decentralizing authority over recruitment.
hiring, and promotion. Under the present
svstem, OPM controls the examination
svstem tor external candidates and recruits
and screens candidates tor positions that are
common to all agencies. with agencies then
hiring from among candidares presented by
OPM. Under the new system, OPM could
offer to screen candidates tor agencies. but
agencies need not accept OPMs ofter.

Under this decentralized system, agencies
will also be allowed to make their own
decisions about when to hire candidates
directlv—ithout examinations or rankings
—under guidelines to be dratted bv OPM.
Agencies able to do so should also be
permitted to conduct their own background
investigations ot potential candidates.

We will make sure the system is fair and
casy for job applicants to use, however. by
making information about federal job
openings available in one place. In place ot a
central register. OPM will create a
government-wide, employment
information system that allows the public o
go to one place for information about all
job opportunities in the tederal
government.

Next. we must change the classification
svstem, introduced in 1949 to create
fairness across agencies but now widely
regarded as time-consuming, expensive,
cumbersome, and intensely frustrating—tor
both workers and managers.

After an exhaustive 1991 study of the
svstem. the National Academy of Public
Administration recommended a complete
overhaul of the svstem. Classification
standards, NAPA argued, are “too complex.
inflexible, out-of-date, and inaccurate,”

CuTtTING RED TAPE

First, we must cut the waste and make
government operations more responsive to the
American people. It is time to shif from top-
down bureaucracy to entrepreneurial
government that generates change from the
bottom up. We must reward the people and
ideas that work and get rid of those that dont.

President Bill Clinton
February 17, 1993

creating “rigid job hierarchies that cannot
change with organizational structure.” They
drive some of the best emplovees out of
their fields of expertise and into
management positions, for higher pay. And
managers secking to create new positions
often fight the system for months to get
them classified and filled.”

There is strong evidence that agencies
given authority to do these things
themselves can do better. Using
demonstration authority under the 1978
Civil Service Reform Act. several agencies
have experimented with simpler svstems. In
one experiment, at the Naval Weapons
Center in China Lake, California, and the
Naval Oceans Systems Center. in San
Diego. the system was simplified to a few
career paths and only four-to-six broad pay
bands within each path. Knowr. as the
“China Lake Experiment.” it solved many
of the problems faced by the two naval
facilidies. It:

¢ classified all jobs in just five career
paths—professional, technical.
specialist, administrative and clerical:

* folded all GS (General Schedule) grades
into four, five, or six pay bands within
cach career path:

* allowed managers to pay market salarics
to recruit people. to increase the pay of
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Recognizz'ng the importance of attracting and
retaining highly qualified proféssionals in
government service, one of the demoralizing
and frustrating aspects is the fact that we are
retained to do a job but not allowed the
Slexibility to carry it ous, assume the
responsiblity, and reap the rewards or be

accountable for out actions.

Edith Houston

Town Hall Meeting,

U.S. Agency for International Developme =+
May 26, 1993

outstanding employees without having
to reclassify them, and to give
performance-based bonuses and salary
increases:

* automatically moved employees with
repeated marginal performance
evaluations down to the next pay band:
and

* limited bumping to one career parh.
and based it primarily on performance
ratings, not seniority.

Another demonstration at McClellan Air
Force Base, in Sacramento. California,
involved “gainsharing”—allowing
employees to pocket some of the savings
they achieved through cooperative labor-
management efforts to cut costs. It
generated $5 million in productivity savings
in four years and saw improved employee
performance: fewer grievances; less sick
leave and absenteeism; and improved labor-
manageinent relations.

A third demonstration at more than 200
Agriculture Department sites tested a
streamlined, agencv-based recruiting and
hiring system that replaced OPM's register
process. Under OPM's system, candidates
are arrayed and scored based on OPMs
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written tests or other examinations. In
USDAS’ demonstration, however, the
agency grouped candidates by its own
criteria. such as education, experience or
ability, then picked from those candidates.
A candidate might qualify for a job. for
example, with a 2.7 college grade point
average. Agencies could create their own
recruitment incentives, do their own hiring,
and extend the probationary period for
some new hires. Managers were far

more satisfied with this system than the
existing one.

Action: Dramatically simplify the
current classification system, to give
agencies greater flexibility in how they
classify and pay their emplovees.”

We will urge Congress to remove all the
1940s-cra grade-level descriptions from the
law and adopt an approach that is more
modern. In addition, Congress should allow
agencies to move from the General
Schedule system to a broad-band system.
OPM should develop such standard
banding patterns, and agencies should be
free to adopt one without seeking OPM’s
approval.

When agency proposals do not fit under
a standard pattern, OPM should approve
them as tive-year demonstration projects
that would be converted to permanent
“alternative systems” if successful. OPM
should establish criteria for broad-banding
demonstration projects, and agencies’
projects meeting those criteria should
receive automatic approval.

These changes would give agencies
greater flexibility to hire, retain, and
promote the best people thev find. They
would help agencies flatten their hierarchies
and promote high achievers without having
to make them supervisors. They would
eliminate much valuable time now lost to
battles between managers seeking to
promote or reward employees and
personnel specialists administering a
classification system with rigid limits.
Finally, they would remove OPM from its
role as “classification police.”
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To accompany agencies’ new flexibility
on classification and pay: they must also be
given authority to set standards tor their
own workers and to reward those who do
well.

Action: .ivencies should be allowed o
design their own performance
management and reward systems, with
the objective of improving the
performance of individuals and
organizations. -5

The current government pertormance
appraisal process is frequently criticized as a
meaningless exercise in which most federal
cmployees are given above-average ratings.
We believe that agencies will be able to
develop performance appraisals that are
more meaningtul to their emplovees. It they

succeed. these new approaches will send a
message that job performance is directly
linked to workers chances for promotion
and higher pay.

Current systems to assess on-the-job
performance were designed to serve
multiple purposes: to enhance performance.
to authorize higher pay for high performers.
to retain high performers, and to promote
statf de\'dopmcnt Not surprisingly, they
serve none of these purposes well.

Performance management programs
should have a single goal: to improve the
performance of individuals and
organizations. Agencies should be allowed
to develop programs that meet their needs
and reflect their cultures, including
incentive programs. gainsharing programs.
and awards that link pay and performance.
[f agencies—in cooperation with
employees—design their own systems,
managers and employees alike should feel
more ownership of them.

Finally. if performance measures are to
be taken seriously, managers must have
authority to fire workers who do not
measure up. [t is possible to fire a poor
worker in the federal government, but it
takes far too long. We believe this
undermines good management and
diminishes workers' incentives to improve.

CUTTING RED TAPE

"There has to be a clear shared sense of mission.
There have to be clearly understood goals.
There have to be common values according to
which decisions are made. There has to be
trust placed in the employees who actually do
the work, so that they will feel free to make
decisions.

They cannot be treated ike automatons or
children bound up in straightjackets and rules
and regulations and told to do the same thing

over and over and over again.

Vice President Al Gore
August 4, 1993

Action: Reduce by balf the time
required ro terminate federal managers
and employees for cause and improve the
system for dealing with poor performers.”®

Agencies will reduce the time for
terminating employees for cause by half. For
example, agencies could halve the length of
time durmg which mdnagers and employees
with unsatisfactory performance ratings are
allowed to demonstrate improved
performance.

To supporrt this effort, we will ask OPM
to draft and Congress to pass legislation to
change the required time for notice of
termination from 30 to 15 davs. This
legislation should also require the waiting
period for a within-grade increase to be
extended by the amount of time an
employee’s performance does not meet
expectations. In other words, only the time
that an employee is doing satisfactory work
should be credited toward the required
waiting period for a pay raise.
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STEP 3: STREAMLINING PROCUREMENT

very vear. Washingron spends about

$200 billion buvmg goods and

services. That's $800 per American.
With a price tag like that., taxpayers have a
right to expect prudent spending.

The federal government employs
142,000 workers dedicated to procurement.*’
The Federal Acquisition Regulation (FAR)
controlling procurement runs 1.600 pages.
with 2,900 more pages ot agency-specific
supplements.

These numbers document what most
federal workers and many taxpayers already
know: Qur system relies on rigid rules and
procedures. extensive paperwork, detailed
design specifications. and mulciple
inspections and audits. It is an
extraordinary example of bureaucratic
red tape.

Like the budget and personnel systems,
the procurement system was designed with
the best of intentions. To prevent
profiteering and fraud. it includes rigid
safeguards. To take advantage of bulk
purchasing, it is highly centralized. Bur the
government wrote its procurement rules
when retailing was highly stratified. with
many markups by intermediaries. Today
the game has changed considerably. Retail
giants like Wal-Mart, Otfice Depor and
Price Club are vertically integrated,
eliminating the markups of intermediaries.
Federal managers can buy 90 percent of
what they need over the phone, from mail-
order discounters. Bulk purchasing still has
its advantages, but it is not always necessary
to get the best price.

Our overly centralized purchasing
svstem takes decisions away from
managers who know what they need.
and allows strangers—otten thousands
of miles away—to make purchasing
decisions. The frequent result: Procurement
officers. who make their own decisions
about what to buy and how soon to buy
it. purchase low-quality items that arrive
too late.

This “secondhand” approach to
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purchasing creates another problem. When
line managers’ needs and experiences are
not understood by the procurement officer.
the government is unable to make
decisions that reward good vendors and
punish bad ones. As a result. vendors often
“game” contracts—exploiting loopholes to
require expensive changes. For example. in
a major government contract for a
computerized data network a few vears
ago, a vendor used slight underestimates of
svstem demand in the contract
specifications as an excuse to charge
exorbitant prices for system upgrades. In
the private sector. a manager could have
used the incentive of future contracts to
prevent such gaming: in the government,
there is no such leverage.

The symptoms of what's wrong are
apparent, too, from stories about small
purchases.

One story that Vice President Gore
has repeated in Washington over the past
six months concerns steam traps. Steam
traps remove condensation from steam
lines in heating systems. Each costs about
$100. But when one breaks. it leaks as
much as $50 of steam a week. Obviously.
a leaking steam trap should be replaced
quickly.

When plumbers at the Sacramento
Army Depot found leaking traps, however,
their manager followed standard operating
procedure. He called the procurement
office, where an officer. who knew nothing
about steam traps, followed common
practice. He waited for enough orders to
buy in bulk, saving the government about
$10 per trap. There was no rule requiring
him to wait— just a powerful tradition. So
the Sacramento Depot didn't get new steam
traps for a year. In the meantime, each of
their leaking traps spewed $2.500 of steam.
To save 810, the central procurement
svstem wasted $2,500.

As the Vice President visited government
agencics, he heard many more stories of
wasteful spending—most of them
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“Ash receivers, tobacco (desk type)...”

ur federal procurement system leaves
litde to chance.

When the General Services Administration
wanted to buy ashtrays, it has some very
specific ideas how those ashtrays—berter
known to GSA as “ash receivers, tobacco (desk
type),” should be constructed.

In March 1993, the GSA outlined, in nine
full pages of specifications and drawings, the
precise dimensions, color, polish and markings
required for simple glass ashtrays that would
pass U.S. government standards.

A Type 1, glass, square, 4'/ inch (114.3
mm) ash receiver must include several features:
“A minimum of four cigarette rests, spaced
equidistant around the periphery and aimed at
the center of the receiver, molded into the top.
The cigarette rests shall be sloped toward the
center of the ash receiver. The rests shall be
parallel to the outside top edge of the receiver
or in each corner, at the manufacturer’s option.

All surfaces shall be smooth.”

guard against the purchase of defective ash
receivers, the GSA required that all ashtrays be
tested. “The test shall be made by placing the
specimen on its base upon a solid support (a 1
3/4 inch, 44.5mm maple plank), placing a steel
center punch (point ground to a 60-degree
included angle) in contact with the center of
the inside surface of the bottom and striking
with a hammer in successive blows of
increasing severity until breakage occurs.”

Then, according to paragraph 4.5.2., “The
specimen should break into a small number of
irregular shaped pieces not greater in number
than 35, and it must not dice.” What does
“dice” mean? The paragraph goes on to
explain: “Any piece 1/4 inch (6.4 mm) or more
on any three of its adjacent edges (excluding
the thickness dimension) shall be included in
the number counted. Smaller fragments shall
not be counted.”

Regulation AA-A-710E, (superseding Regulation AA-A-710D).

Government ashtrays must be sturdy to0o. To

produced by the very rules we have
designed to prevent it. Take the case of
government travel.

Because GSA selects a “contract airline”
for each route. federal emplovees have few
choices. If Northwest has the Washingron-
Tampa route, for instance. federal
employees get routed through Detroit. If
Northwest has the Boston-Whashingron
route, employees have to use Northwest—
even it USAir has more frequent flights at
more convenient times. Workers told the
Vice President of being routed through
thousands of miles out of their way even if

it cost them a day’s worth of time—and a
day’s worth of taxpayers' money. Others
told of being unable to take advantage of
cheap “special fares” because thev were not
“government fares.” And one worker
showed the National Performance Review a
memo from the Resolution Trust
Corporation explaining that RTC workers
would not be reimbursed for any travel
expenses unless they signed their travel
vouchers in blue ink!

Bevond travel, at every federal agency the
Vice President visited, emplovees told
stories about not getting supplies and
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equipment they needed. getting them late.
or watching the government spend too
much for them. At the Department of
Health and Human Services, a worker told
the Vice President that no matter how
much his office needed a FAX machine—
and how much time the machine would
save workers—the purchase wouldn' be
possible “without the signature of everyone
in this room.” An engineer from the
National Institutes of Health added that in
his agency, it takes more than a vear to buy
a computer, not a mainframe, but a
personal computer! At the Transportation
Department, a hearing-impaired employee
told the Vice President of watching with
dismay as her agency spent $600 to buy her
a Telephone Device for the Deaf (TDD),
when she knew she could buy one off the
shelf for $300. .

Anecdotes like these were documented in
January 1993, when the Office of Federzl
Procurement Policy and the U.S. Merit
Systems Protection Board collaborated on a
survey of the procurement system's
customers: federal managers. More than
1,000 responded. Their message: The
system is not achieving what its customers
want. It ignores its customers’ needs. pays
higher prices than necessary, is filled with
peripheral objectives, and assumes that line
managers cannot be trusted.

A study by the Center for Strategic and
International Studies added several other
conclusions. The procurement system adds
costs without adding value; it impedes
government's access to state-of-the-art
commercial technology; and its complexity
forces businesses to alter standard
procedures and raise prices when dealing
with the government.”'

There is little disagreement thar federal
procurement must be reconfigured. We
must radically decentralize authority to line
managers, letting them buy much of what
they nced. We must radically simplify
procurement regulations and processes.
We must empower the system'’s customers
by ending most government service
monopolies, including those of the General
Services Administration. As we detailed in
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Chapter 1. we must make the system
competitive by allowing managers to use
any procurement office that meets their
needs.

As we take these actions, we must
cmbrace these fundamental principles:
integrity, accountability, professionalism,
openness, competition—and value.

Action: Simplify the procurement
process by rewriting fedeval regulations—
shifting fiom vigid rules to guiding
principles’”

The Federal Acquisition Regulation
(FAR), the governments principal set of
procurement regulations, contains too
many rules. Rules are changed too often
and are so process-oriented that they
minimize discretion and stifle innovation,
according to a Merit Systems Protection
Board survey.*’ As one frustrated manager
noted, the FAR does not even clearly state
the main goal of procurement policy: “Is it
to avoid waste, fraud, and abuse? Is it to
implement a social-economic agenda? Is it
to procure the governments requirements at
a fair and reasonable cost?”

This administration will rewrite the
1,600-page FAR, the 2,900 pages of agency
supplements that accompany it, and
Executive Order 12352, which governs
federal procurement. The new regulations
will:

* shift from rigid rules to guiding
principles:

* promote decision making at the lowest
possible level:

* end unnecessary regulatory
requirements:

* foscer competitiveness and commercial
practices:

¢ shift to a new emphasis on choosing
“best value™ products:
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* facilitate innovative contracting
approaches:

* recommend acquisition methods that
reflect information technology’s short
life cvele: and

* develop a more effective process to
listen to its customers: line managers.
government procurement officers. and
vendors who do business with the
government.

Action: I'he GSA will significanily
inevease its delegared authorirv to federal
«gencies for the purchase of information
technology, including hardware, sottware,
«nd services.’*

In 1965, when “automated data
processing” meant large, mainframe
computers—often developed specifically tor
one customer—Congress passed the Brooks
Act. [t directed GSA to purchase. lease. and
maintain such equipment for the entire
federal government. The Act also gave GSA
authority to delegate to agencies these same
authorities. In 1986, Congress extended the
requirement to software and support
services.

Today, with most computer equipment
commercially available in highly
competitive markets, the advantages of
centralized purchasing have taded and the
disadvantages have grown. The federal
government takes. on average, more than
four vears to buy major information
technology systems: the private sector takes
13 months. Due to rapidly changing
technology, the government often buys
computers that are state-ot-the-art when the
purchase process begins and when prices are
negotiated. but which are almost obsolete
when computers are delivered. The
phenomenon is what one observer calls
“getting a 286 at a 486 price.”

Currently. the GSA authorizes agencies
to make individual purchases up to $2.5
million in equipment and services on their
own. The GSA Administrator will raise

CuUTTING RED TAPE

authorization levels to $50 million, $20
million and $5 million. These levels will be
calculated according to each agency's size,
the size of its information technolooy
budget, and its management record. In
some cases, (GSA mayv grant an agency
greater or unlimited delegation.

GSA will also waive requirements that
agencies justify their decisions to buy
information technology items costing less
than $500.000. if they are mass-produced
and oftered on the open marker.

Action: GSA will simplify the
procurement process by allowing agencies
t0 buy where thev want and by resting a
fully “electronic marketplace.”

The government buys evervthing from
torklifts and snowplows to Hak jackets and
test tubes through a svstem called the
Mulriple Award Schedule program, which
includes more than one million separate
items.

Under this program. GSA negortiates and
awards contracts to multiple vendors of
comparable products and services. at
varving prices. GSA then creates a “supply
schedule” for a particular good or service.
identifving all vendors that have won
contracts as well as the negotiated prices. Of
GSAS 154 schedules, civilian agencies must
must buy from 117. In ordering from
schedules. agencies still must comply—in
addition—with the Federal Acquisition
Regulation, Federal Information Resources
Management Regulation, and Federal
Property Management Regulation.

In most cases. we should not limit
managers to items on the supply schedules.
If they can find the same or a comparable
product for less. thev should be tree to buy
it. Mandatory schedules should apply only
when required by law, to ensure
standardization, or when agencics
voluntarily create team pools that buy in
bulk for lower prices. In addition, GSA
should revise regulations that currently limic
agencies trom buying more than $300.000
of information technology items on supply
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schedules, raise them to $500.000 and
provxde a higher limit for individual items
costing more than $500.000.

To make supply schedules more user-
friendly. GSA should conduct several pilot
tests. One should test an “clectronic
marketplace,” in which GSA would not
negotiate prices. Instead. suppliers would
list products and prices electronically, and
agencies would electronically order the
lowest-priced item that met their needs.
Suppliers. at any time, would be able to add
new products and change prices. Such a
pilot would test whether visible price
competition will cut prices and give line
managers easier access to rapidly changing
products.

Action: Allow ugencies to make
purchases under $100,000 tbrou&gb
simplified purchase procedures.’

Under current law, agencies are allowed
to make purchases of less than $25.000 on
their own. using simple procurement
procedures. These small purchases., on
average, take less than a month to complete:
purchases of more than $25.000 normally
take more than three months. If Congress
raised the threshold to $100.000. agencies
could use simplified procedures on another

45,550 procurements—ith a total value of

$2.5 billion.

Congress should keep current rules that
reserve small purchases for small businesses
and should improve access to information
on procurements of more than $25,000. To
ensure that small business receives adequate
notice of possible procurements, the federal
government, with OMB as the lead agency.
should adopt an electronic notification
svstem.

Action: Rely more on the commercial
marketplace.’

The government can save enormous
amounts of monev by buving more
commercial products instead of requiring
products to be designed to government-
unique specitications. Qur government
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buys such items as.integrated circuits,
pillows. and oil pans, designed to
government specifications—cven when
there are equally good commercial products
available.

We recommend that all agency heads be
instructed to review and revise internal
purchasing procedures and rules to allow
their agencies to buy commercial products
whenever practical and o take advantage of
markert conditions.

We will ask the Office of Management
and Budget to draft a new federal
commercial code with commercial-style
procedures. and then ask Congress to adopt
the new code and remove impediments to
this money-saving approach to
procurement.

Action: Bring federal procurement laws
up to date®

There are four federal labor laws
implemented through the federal
procurement process. Each was passed
because of valid and well founded concerns
about the welfare of working Americans.
But as part of our effort to make the
gOVel'nantS procuremcnt P['OLCSS Wol'k
more efficiently, we must consider whether
those laws are still necessarv—and whether
the burdens they impose on the
procurement system are reasonable ones.

The Davis-Bacon Act of 1931 requires
that each repair or construction contract in
excess of $2,000 for work on a public
building specify that the prevailing area
minimum wage be paid to workers on that
contract. The law was passed because
Congess feared that without it, federal
contracts awarded through a sealed bid
process could undermine local prevailing
wages. While Congress shifted the
governments focus to an open oidding
process in 1984. we acknowledge that
concerns about the impact of government
contracts on prevailing wages are still valid.

Recognizing that the original $2.000
threshold in the law was set more than 60
vears ago, we recommend that Congress

modity the Davis-Bacon Act by raising the




threshold tor compliance to $100.000. a
change similar to that proposed by Senator
Kennedy in March 1993,

The Service Contract Act of 1965 has
purposes similar to those of the Davis-Bacon
Act, and applies to service contracts in excess
ot $2.500. It requires contractors to pay the
minimum prevailing wage and speciticd
fringe benetits. To keep contractors from
*locking in” their wage agreements at low
levels, the law imposes a five-year limit on
service contracts and requires new wage
determinations every two vears.

We suggest thart the five-vear limit is
inconsister.t with the governments interest
in entering into long-range contracts. We
will urge Congress to increase the limit up
to 10 vears while retaining the two-vear
wage adjustment requirement.

The Copeland Anti-Kickback Act of
1934 regulates payroll deductions on federal
and federally assisted construction. The law
prohibits anyone from inducing employees
to give up any part of their compensation
and requires contractors to submit weekly
statements of compliance and detailed
weekly payroll repots to the Labor
Department.

We suggest that such detailed reporting is

CuTtTING RED TAPE

an unreasonable burden on tederal
contractors, and we will urge Congress to
modifv the act. We suggest climinating
requirements for weekly reports and
requiring contractors instead to certify with
cach pavment that they have complied with
the law. Contractors would also be required
to keep records to prove their compliance
tor three vears.

The Walsh-Healey Public Contracts Act
requires contractors that supply materials to
the tederal government through contracts in
excess of $10.000 to pay all workers the
federal minimum wage, t agree that no
emplovee is required to work more than 40
hours a week. and to avoid using convict
labor or workers under the age ot 16.

QOver time. cach of the requiremenc: of
the Walsh-Healev Act—with the exception
of the provision relating to convict labor—-
has been superseded by other tederal
legislation. We theretore urge Congess to
remove the burden of certifving compliance
with redundant laws from federal
contractors. Within 30 days of the repeal of
that law, the President should amend
Executive Order 11755 to include the
convict labor provisions of the Walsh-
Healey Act.

STEP 4: REORIENTING THE INSPECTORS

(GENERAL

esponding to growing concern

about waste, fraud, and abuse in

government, Congess passed the
Inspector General Act in 1978. This act
and subsequent amendments created the 60
Inspectors General offices that today
employ 15.000 tederal workers, including
postal inspectors.

The act was broad in scope, requiring
1Gs to promorte the efficiency, cconomy and
integrity of federal programs with auditing
program expenditures, and investigating
possible fraud and abuse.

The inspectors general, who are
independent of the agencies in which they
operate. report to Congress twice a year.

These reports detail how much monev 1G
audits have recovered or put to better use
and the number of convictions resulting
from their criminal investigations. The 1Gs
aso send the audit reports to the heads of
their agencies and forward investigations for
criminal prosecution to the U.S. Attorney
General.

The Inspector General Act’s two central
mandates, combined with the last two
administrations’ eagerness to highlight
“waste, fraud and abuse,” have shaped the
evolution of the IG offices. The standard by
which they are evaluated is finding error or
fraud: The more trequently they find
mistakes, the more successtul they are
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judged to be. As a result, the IG staffs often
develop adversarial relations with agency
managers—who, in trving to do things
betrer, may break rules.

At vmmllv every agency he visited. the
Vice President heard federal employees
complain that the IGs’ basic approach
inhibits innovation and risk taking, Heavy-
handed enforcement—with the 1G
watchfulness compelling emplovees to
tollow every rule. document every decision.
and fill out every form—has had a negative
effect in some agencies.

Action: Broaden the focus of the
Inspectors General from strict compliance
auditing to evaluating management
control systems.’”’

In a government focused on results, the
Inspectors General can play a kev role not
only in controlling managers” behavior by
monitoring it. but in helping to improve it.
Today. they audir for serict compliance with
rules and regulations. In the future, they
should help managers evaluate their
management control svstems. Today, they
look for “waste. fraud. and abuse.” In the
future, they should also help improve
svstems to prevent waste, fraud and abuse
and ensure efficient. effective service.

Many IGs have already begun to help
their agencics this way. At the Justice
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Department, tor example, some offices were
inefficient in completing background and
security clearances. The Inspector General's
office examined the problem, tl ¢ 1
recommended setting up a central database
to manage the clearance process and warn
officials automarically when they were
about to miss deadlines for completing
investigations. Similarly, the Inspector
General of the Department of Health and
Human Services has long been engaged in
program evaluations to help agencies
uncover inefficiencies. While the Inspector
Generals office retains the right to conduct
formal audits and criminal investigations. it
also uses its role as a neutral observer to
collaborate on making programs work
better.

Congress need pass no legislation ro
make this happen Promoting the etficiency
and integrity of government programs was
part of the [Gs’ original mandate. Bur such
change will require a cultural revolution
within many [G offices, and we
recommend two steps to help guide such a
change. First, line managers. who are the
[Gs' front-line customers, should be
surveved periodically to see whether they
believe the [Gs are helping them improve
performance. Sccond. criteria should be
established for judging 1G performance.

STEP 5: ELIMINATING REGULATORY OVERKILL

einventing our budger. personnel

and procurement systems will strip

away much—but not all—of the
red tape that makes our governing processes
so cumbersome. Thousands upon thousands
of outdated. overlapping regulations remain
in place. These regulations atfect the people
inside government and those who deal with
it from the outside. Inside government, we
have no precise measurement of how much
regulation costs or how much time it steals
from productive work. But theres no
disagreement that the costs are enormous.
And on the matter of external regulation. a

1993 study concluded that the cost to the
private sector of complying with regulations
is at least $430 billion annually—9 percent
of our gross domestic product! *

We must clear the thicket of regulation
by undertaking a thorough review of the
regulations already in place and redesigning
regulatory processes to end the proliferation
of unnecessary and unproductive rules. We
have worked closely with administration
officials responsible for developing : new
approach to regulatory review and
incorporated that work into the following
action.,




Action: [le President should issue a
divective requiring all federal ugencies to
review internal government regulations
nver the next.3 vears, with a goal of
climinating 50 percent of those
regulations.'’

Can regulations be eliminated? The
answer is ves, as evidenced by promising
experiments in several federal agencies.

In the Management Efficiency Pilot
Program (MEPP) in five of the Department
of Veterans’ Attairs regional benetits oftices,
the offices were encouraged to do awav with
red tape."* At several benetics offices, 895 of
1,969 regulations were dropped. saving the
staft more than 3,000 hours and $640.000
in one vear. Productivity at MEPD centers
increased by 35 percent in one year (1988-
89), more than double the increase at other
centers. A similar effort by five VA medical
centers redirected $3.1 million to much-
needed funding for acute care centers.

An even more sweeping example of a
fresh start in internal regulations comes
from the Air Force, where the Chief of Staft
has established a servicewide program to
streamline the organization and cut out
bureaucracy. Under the Policy Review
Initiative begun in 1992. the Air Force is
replacing 1,510 regulations with 165 policy
directives and 750 sets of instructions. This
effort will cut 53,000 pages of intermingled
policv and procedure to about 18,000
pages, clearly separating policy from
procedure. This deregulation effort,
managed by a staff of 10, is expected to be
completed in fiscal vear 1994.

Qver the next 3 vears, cach federal
agency will undertake a thorough and
svstematic review of its internal regulations.
Agencics may choose their own strategies
tor reaching the goal of reducing internal
regulations by 50 percent.

Action: linprove inter-agency
coordination of regulations to reduce
nunecessary regulation and red tape.

In 1981, frustrated at the inconsistencies
and duplication among federal regulatory
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efforts and their burden on government and
the private sector, President Reagan required
the Office of Management and Budget—
specitically, the Office of Information and
Regulatory Affairs (OIRA)—to review all
regulations proposed by executive agencies.
With a limited staft. many of whom are
also involved with paperwork reduction
issues, the review process for proposed
regulations can be lengthy. And while a
lengthy review process may be appropriate
for significant rules, it is a waste of time
for others.

We can lick gravity, but sor;zetimes.tbe

paperwork is overwhelming,.

Wernher von Braun

In early 1993, Vice President Gore
convened an informal working group to
recommend changes in the regulatory
review process. The working group and the
National Performance Review coordinated
their efforts closely. We endorse the
recommendations of the working group
and the President’s executive order. which
will implement those changes and
streamline the regulatory review process.

The order will enhance the planning
process and encourage agencies to consult
with the public early in that process. In
addition, in an effort to coordinate the
regulatory actions of all executive agencies. the
Vice President will meet annually with agency
heads, and the Administrator of OIRA will
hold quarterly r ectings with representatives
of executive agencies and the administration.

Improving the regulatory review process
also means being selective in reviewing
regulations. Through this order. the
President will instruct OIRA to review only
stgnificant regulations—not, as under the
curtent process. «// regulations. The new
review process, which will take into account
a broad range of costs and benefits, will be
more uscful and realistic.
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To ease the adverse eftects of regulation
on citizens, businesses, and the economy as
a1 whole, the executive order also will require
an ongoing review of existing regulations.
Agencies will identify regulations that are
cumulative, obsolete, or inconsistent. and.
where appropriate. climinate or modify
them. They will also identity legislative
mandates that require them to imposce
unnecessary or ourdated regulations.

Action: Establish a process by which
agencies can more widely obtain waivers

from regulations.

With the advent of the Government
Performance and Results Act. which
Congress passed in July 1993, we have
begun to acknowledge the important
principle of “flexibility in return tor
accountabilicy.”

Under the act. some agencies may apply
for waivers from tederal regulations if they
meet specific performance targets. In other
words, they will be exempt from some
administrative requirements it they do their
jobs better. The law applies only to internal
regulations and government agencies. but it
also urges wider waiver authority to test the
potential benetits. In the spirit of that
legislation. we seek to expand the concept of
greater flexibility for greater accountability.

The President should direct each federal
agency to establish and publish.in a timely
manner, an open process through which
othet federal agencies can obtain waivers
from thar agency's regulations—with an
expedited appeals process.

Rules adopting this new waiver process
would state that all future agency regulations
would be subject to the waiver process unless
explicitly prohibited. We will also ask
Congress to specify that legislation would be
subject to waivers unless explicitly prohibited.

Action: Reduce the burden of
congressionatly mavdated reports.”

Woodrow Wilson was right. Qur
countrys 28th president once wrote that
“there is no distincter tendency in
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congressional history than the tendency to
subject even the details of administration™
to constant congressional supervision.

One place o start in liberating agencies
from congressional micromanagement is the
issue of reporting requirements. Over the
past decades, we have thrown layer upon
laver of reporting requirements on federal
agencies. creating an almost endless series of
required audits. reports, and exhibits.

‘Today the annual calendar is jammed with
report deadlines. On August 31 of each vear,
the Chief Financial Officers (CFO) Act
requires that agencies file a 3-vear financial
plan and a CFO annual report. On
September 1, budget exhibits for financial
management activities and high risk areas are
due. On November 30, 1G reports are
expected. along with reports required by the
Prompt Payment Act. On January 31,
reports under the Federal Civil Penalties
Inflation Report Adjustment Act of 1990
come due. On March 31, financial state-
ments are due, and on May 1 annual single-
audit reports must be filed. On May 31
another round of IG reports are due. At the
end of July and December, “high-risk”
reports are filed. On August 31, it all begins
again. And these are just the major reports!

In fiscal year 1993, Congress required
executive branch agencies to prepare 5.348
reports.*® Much of this work is duplicative.
And because there are so many different
sources of information, no one gets an
integrated view of an agency’s condition-—
least of all the agency manager who needs
accurate and up to date numbers.
Meanwhile, trapped in this blizzard of
paperwork. no one is looking at results.

We propose to consolidate and simplify
reporting requirements, and to redesign
them so that the manager will have a clear
picture of the agency’s financial condition,
the condition of individual programs. and
the extent to which the agency is meeting its
objectives. We will ask Congress to pass
legislation granting OMB the flexibility to
consolidate and simplify statutory reports
and establishing a sunset provision in any
reporting requirements adopted by
Congress in the future.
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STEP 6: EMPOWER STATE AND
LocAL GOVERNMENTS

hat we usually call “government”

is. in fact, a tangle of ditferent

levels of government agencies—
some run from Washingron. some in state
capitals. and some by ciries and towns. In
the United States. in fact, some 80.000
“governmeents” run evervthing from local
schools and water supply systems to the
Detense Department and overseas
embassies. Few taxpavers differentiate
among levels of government, however. To
the average citizen, a tax is a tax—and a
service a service—regardless of which level
of government is responsible. To
reinvent government in the publics eves,
we must address the web of federal-state-
local relations.

Washington provides about 16 percent of
the money that states and localities spend
and shapes a much larger share of such
spending through mandates. Much of
Washington's domestic agenda—5$226
billion to be precise—consists of programs
actuallv run by states, cities. and counties.
But the federal government doesnt always
distribute its money—or its mandates—
wisely.

For starters, Washington allocates federal
money through an array of more than 600
different grant programs. Many are small:
445 of them distribute less than $50 million
a vear nationwide; some 275 distribute less
than $10 million. Through grants.
Congress funds some 150 education and
training programs. 100 social service
programs, and more than 80 health care
programs.

Considered individually, many
categorical grant programs make sense. But
together, they often work against the very
purposes for which they were established.
When a department operates small grant
programs, it produces more bureaucracy.
not more services. Thousands of public
emplovees—at all levels of government—
spend millions of hours writing regulacions,

writing and reviewing grant applications.
filling out forms, checking on each other,
and avoiding oversight. [n this way,
professionals and bureaucrats siphon money
from the programs’ intended customers:
students, the poor. urban residents, and
athers. State and local governments find
their money fragmented into hundreds ot
tiny pots, cach with different—otten
contradictorv—rules, procedures, and
program requirements.

Henry Cisneros, Secretary of Housing
and Urban Development. likens federal
grants to a system of plptllm.s spreading out
across the country. The “water,” says
Cisneros, reaches states and localities

o pmase

Were we directed from Washington when to
sow and when to reap, we should soon want ﬁr L

through hundreds of individual pipelines.
This means there is little chance for the
water to be mixed. properly calibrated to
local needs, or concentrated to address a
specific problem, geographic area. or
population.

In employment and training, for
example. Washington funds training
programs. literacy programs, adult
education programs, tuition grant
programs. and vocational education
programs. Diflerent programs are
dcslgned for different groups—welfare
recipients, food stamp recipients.
displaced homemakers, vouth in school.
drop-outs, “dislocated workers,” workers
displaced by forcign trade, and on
and on.
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At a plant in Pitstield. Massachusetts.
General Electric recently laid oft a large
group of workers. Some workers could get
Trade Adjustment Assistance benetits,
because their jobs were lost to foreign
competition. Others could not; their jobs
tell to defense cutbacks. Because thev have a
union. people working in one area began
exercising their seniority rights and
bumping people in other areas. Some
workers bumped trom trade-affected jobs to
defense contracting jobs, then lost those a
few weeks later. Under federal regulations.
they could no longer get Trade Adjustment
Assistance. Thus, friends who had spent
vears working side by side found themselves
with very different benefits. Some cot the
standard 6 months of ummplovment
checks. Others got 2 vears of
unemployment checks and extensive
retraining support. Try explaining that to
people who have lost the only jobs they've
ever held!

People who run such programs struggle
to knit together funds from three, four. or
five programs, hoping against hope that
workers get enough retraining to land
decent new jobs. But the task is difficult:
each program has its own requirements,
funding cycles, cligibility criteria, and the
like. One emplovment center in Alleghenv
County, New York, has tried hard to bring

several programs together and make them
appear as seamless as possible to the
customers. At the end of the day, to
accommodate reporting requirements, the
staff enters informarion on each customer at
four different computer terminals: one for
Job Training Partnership Act (JTPA)
programs, one for the JOBS program. one
for the Emplovment Service, and one for
tracking purposes.

When Congess enacted JTPA. it sought
to avoid such problems. It let local areas
wilor their training programs to local needs.
But tederal rules and regulations have
gradually undermined the good intentions.
Title I known as the Economic
Dislocation and Worker Adjustrment
Assistance Act (EDWAA), helps states
respond immiediately to plant closings and
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large layoffs. Yet even EDWAA's most
flexible money. the “national reserve fund,”
has become so tangled in red tape that
many states wont use it. As Congresss
Office ot Technology Assessment put it
“the process is simply too obstacle ridden. ...
many state EDWAA managers cannot
handle the complexities of the grant
application, and those that do know how
are too busy responding to clients’ urgent
needs to write demanding, detailed grant
proposals.”

When Congress amended JTPA in 1993,
targeting more funds to those with
“multiple barriers” to employment.

homeless advocates thought the change
would help their clients. Ater all, who has
more barriers to employment than someone
without an address or phone number? But
the new JTPA formula also emphasized
training over job search assistance. So a local
program in Washington, D.C. that had
won a Labor Department award for placing
70 percent of its clients in jobs—many of
them service sector jobs paying more than
the minimum wage—lost its JTPA funding.
Why? It didn't offer training. It just helped
the homeless find jobs.*”

But tederal programs rarely focus on
results. As structured by Congress, they pay
more attention to process than outcomes—
inth’ case, more to training than to jobs.
Even 1n auditing state and local programs,
federal overseers often do little more than
check to see whether proper forms are filed
in proper folders.

The rules and regulations behind federal
grant programs were designed with the best
of intentions—to ensure that funds flow for
the purposes Congress intended. Instead,
they often ensure that programs don't work
as well as they could—or don't work at all.

Virtually every expert with whom |
we spoke agreed that this svstem is
fundamentallv broken. No one argued for
marginal or incremental change. Everyone
wants dramatic change—state and local
officials, federal managers, congressional
staff. As in managing its own affairs, the
federal government must shift the basic
paradigm it uses in managing state and local
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affairs. [t must stop holding programs
accountable for process and begin holding
them accountable for results.

The task is daunting; it will take vears to
accomplish. We propose several significant
steps on the journey:

* Establish a cabinet-level Enterprise
Board to oversee new initiarives in
community empowerment;

* Cur the number of unfunded mandates
that Washingron imposes:

* Consolidate 55 categorical grants into
broader “Hexible grants:”

* Increase state and local flexibility in
using the remaining categorical grants:

* Let all agencies waive rules and
regulations when they contlict with
results; and

* Deregulate the public housing program.

The likely benefits are clear:
administrative savings at all levels: greater
flexibility to design solutions; more effective
concentration of limited resources; and
programs that work for their customers.

Action: The President should establish
a cabinet-level Enterprise Board to
oversee new initiatives in community
empowerment.*®

The federal government needs to better
organize itself to improve the way it works
with states and localities. The President
should immediately establish a working
group of cabinet-level officials, with
leadership from the Vice President, the
Domestic Policy Council, and the National
Economic Council.

The Board will look for ways to
empower innovative communities by
reducing red tape and regulation on federal
programs. This group will be committed to
solutions that respect “bottom-up” initiatives

CUTTING RED TAPE
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S?)metxmes we heed o' startout 7 ';z
slate and say “Hey, we've been doing th;
the last 40, 50 years. It doesn’ work .

Chairman, Chmgo Housmg Auidhoriy, =
Reinventing Government Surhimit -
Philadelphia, Junc 25. 1993

rather than “top-down’ réquirements. It will
focus on the administration’s communitv
cmpowerment agenda. beginning with the
9 Empowerment Zones and 95 Enterprise
Communities that passed Congress as part
of the President’s economic plan.

In participating communities, for
example, federal programs could be
consolidated and planning requirements
could be simplified; waivers would be
granted to assure maximum flexibilicy:
federal funding cycles would be
svnchronized: and surplus federal properties
could be designated for community use.

Action: The President should issue a
directive limiting the use of unfunded
mandates by the administration.”

As the federal deficit mounted in the
1980s, Congess found it more and more
difficult to spend new money. Instead, it
often turned to “unfunded mandates”—
passing laws for the states and localitics to
follow, but giving them little or no money
to implement those policies. As of
December 1992, there were at least 172
separate pieces of federal legislation in force
that imposed requirements on state and
local governments. Many of these, such as
clean water standards and increased public
access for disabled citizens, are
unquestionably noble goals.
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But the question remains: How will state
and local governments pay to meet those
goals? We recommend that Congress refrain
from this practice and that the President’s
directive establish that the executive branch
will similarly limit its use of unfunded
mandates in policies, legislative proposals
and regulations.

The dircctive would narrow the
circumstances under which departments
and agencies could impose new untunded
burdens on other governments. It also
would direct federal agencies to review their
existing regulations and reduce the number
of mandates that interfere with effective
service deliverv. OMB's Office of
[nformation and Regulatory Affairs (OIRA)
should review all major regulations or
legislation proposed by the executive branch
tor possible adverse impacts on states and

create a torum in which federal, state, and
local officials could develop solutions to
problems involving unfunded mandates.

Action: Consolidate 55 categorical grant
programs with funding of $12.9 billion
into six broad “flexible grants"—in job
training, education, water quality,
defense conversion, environmental
management, and mator carrier safety.”’

This proposal came from the National
Governors Association (NGA) and
National Conference of State Legislatures
(NCSL), which describe it as “a first step
toward broader, more ambitious reforms.”
[t would consolidate some 20 education.
emplovment and training programs, with a
combined $5.5 billion in tiscal vear 1993

spending; roughly 10 other education

localities. Finally, OIRAY director should

programs ($1.6 billion); 10 small

How Much Do You Get for a 1983 Toyota?

at does the price of a used car have to
do with the federal government’s family
policies?

More than it should. Caseworkers employed
by state and local government to work with
poor families are supposed to help those
families become self-sufficient. Their job is to
understand how federal programs work. But as
it turns out, those caseworkers also have to
know something about used cars. Used cars?
That’s right. Consider this example, recounted
to Vice President Gore at a July 1993
Progressive Foundation conference on family
policy in Nashville, Tennessee:

Agencies administering any of the federal
government's programs for the poor must verify
many details about people’s lives. For instance,

they must verify that a family receiving funds
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under Aid to Families with Dependent
Children (AFDC) does not own a car worth
more than $1,500 in equity value. To give a
poor family food stamps, it must verify that the
family doesn’t own a car worth more than
$4,500 in market value. Medicaid specifies a
range that it allows for the value of a recipient’s
car, depending on the recipient’s Medicaid
category. But under food stamp rules, the car is
exempt if it is used for work or training or
transporting a disabled person. And under
AFDC, there is no exemption for the car under
any circumstances.

Recounting that story to a meeting of the
nation’s governors, the Vice President asked this
simple question: “Why can't we talk about the
same car in all three programs?”




environmental programs ($392 million);
six water qualitv programs ($2.66 billion):
and six defense conversion programs

(S460 million).

Action: Cungress should allow stares and
localities to consolidate separate grant
programs from thz bottom up.’’

Recognizing the political and
administrative obstacles o wholesale reform
of more than 60O existing categorical grants
in the short term, the National Performance
Review tocused on an innovative solution
to provide flexibility and to encourage
result-oriented performance at the state and
local levels.

Our proposal calls tor Congress o
authorize “bottom-up™ granc consolidation
initiatives. Localities would have authoriey
to mix funding from difterent programs,
with simple notification to Washington,
when combining grants smaller than $10
million cach. For a consolidation involving
anv program funded at more than $10
million. the federal awarding office (and
state, if applicable), would have to approve
it before implementation. In return for such
consolidation, the state and local
governments would waive all but one of the
programs’ administrative payments from
the tederal government.

When different grants’ regulations
contlict, the consolidating agency would
select which to tollow. States and localities
that demonstrated effective service
integration through consolidation would
receive preference in future grant awards.

Each of the partners in the
intergovernmental system must work
collaboratively with others—federal. state,
and local—to refine this reccommendation.
The details will be negotiated with
important state and local organizations,
such as the NGA, the NCSL., the U.S.
Conference of Mayors. and the National
League of Cities, betore legislation is
drafred.

Bottom-up consolidation will be given a
high priority by the administration. It
represents a way to improve state and local
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performance without tackling the thorny
political problem involved in consolidating
600 grant programs, reconciling thousands
of rules and regulations. and anticipating
every possible instance when flexibility
might be necessary. It puts the burden ot
identifving obstacles and designing the best
solution where it belongs—on those who
must make the programs work.

Action: Give ail cabinet secvetaries and
agency heads authority to gvant states and
localities selective waivers /7 ‘om federal
vegulations or mandates.™

The Nasional Performance Review is not
intended to be the final word on reinventing
government but rather a first step. This long
overdue effort will require continuing
commitment from the very top to truly change
the way government does business.

U.S. Rep. John Conyers (D. Mich.)
August 28, 1993

For federal grant programs to work,
managers must have tlexibility to waive
rules that get in the way. Some departments
have this authority: others don't. Federal
decisions on most waivers come very slowly.
and states often must apply to a half-dozen
agencies to get the waivers they need.
Florida. for example. has a two-vear waiver
allowing it to provide hospice care to AIDS
patients under Medicaid. Its renewal takes
18 months. So state ofticials have to reapply
after only six months.

Waiver legislation should grant broad
waiver authority, with the exception of fair
housing, non-discrimination. environ-
mental, and labor standards. We will ask

,ongrcss to grant such authority to cabinet
officers. These waivers should be granted
under limited circumstances, however. They
must be time-limited and designed to
include performance measures, When cach
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experiment is concluded. the granting
agency should decide w hether the new w ay
of domn things should be included in
sandard practice.,

Action: tire conrrot of puvlic pousing
‘0 local lmi)/ic bhoustne auihorities with)
nistortes of excetlent mandagement and
substansially dereguiare the rest.

Public housing is a classic ston- of good
intentions gone awry. When the program
began in the 19305, ic was hailed as an
mllghmud response 1o European
immigrants squalid living conditions in
cities across the country. Through an
enormous burcaucraey stretching trom
Washingron into \|rru.1|l\ every Cinv in
America. the public housing program
brought clean. sate. inexpensive living
quarters to people who could not atford
them othenwise.

Now, however, public housing is even
more troubled than our categorical grant
programs. Wich its tight, centralized
control, it epitomizes the industrial-cra
program: hierarchical, rule-bound, and
bureaucratic. HUD's Washington, regional.
and local oftices rigidly control local public
housing authorities, who struggle to help
the very poor.

Frustrated by the failure of public
housing. innovative state and local

governments began to experiment with new

models of developing, designing, financing,
managing, and owning low-income
housing. Successtul ettorts tailored the
housing to the characteristics of the
surrounding community. Local public
housing authorities began to work with
local governments and non-profit
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organizations to creare innovative new
models to serve low-income people.

HUD recognizes that local authorities
with proven records of excellence can serve
their customers far bereer if allowed to make
their own decisions. We and the sceretary
recommend that Congress give HUD
authority to create demonstration projects
in which local housing authorities would
continue to reccive operating subsidies as
long as they met a series of performance
targets. but would be free from other HUD
control. Individual demonstrations could
vary, but all federal rules would be open tor
waivers as long as HUD could measure
pertformance in providing long-term.
aftordable housing to those poor enough to
he eligible for public housing.

[n addition. HUD should work closely
with local housing auchorities, their national
organizations. publm housing, tenant
organizations. and state and Jocal officials to
dliminate unnecessary rules, requirements.

procedures. and regulations. In particular,
HUD should replace its detailed

“procurement and operating manuals and

design and site selection requirements with
performance meastres. using annual
ranking ot local housing authorities to
encourage better service and greater
accountability. It should eliminate the
annual budget review, an exercise in which
HUD ficld statf spend thousands ot hours
reviewing and approving detailed budgets
from local housing authorities —even
though the reviews do not influence federal
funding decisions. And it should work with
Congress to change current rent rules.
which create strong incentives for people to
move trom public housing as soon as they
find jobs.
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Conclusion

he changes described above are

ambitious. They will take enormous

cttort and enormous will. It will be
many vears before all of them take root. But
if they succeed. the American people will
have a government capable of attacking
their problems with far more energy. and far
less waste, than they can today imagine.

We must move quickly, because the
bureaucracy. by its nature. resists change. As
Tom Peters wrote in Thriving on Chaos.,
"Good intentions and brilliant proposals
will be dead-ended. delaved. sabotaged.

CUTTING RED TAPE

massaged to death, or reversed bevond
recognition or usefulness by the overlayered
structures....”

But the changes we propose will produce
their own momentum to overcome
bureaucratic resistance. As the red tape is
being cut. federal workers will become more
and more impatient with the red tape that
remains. Thev will resist any reversal of the
process. And they will be strengthened in
their resistance by the steps we propose in
the next chaprers.
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Chapter 2

PUTTING CUSTOMERS FIRST -

We are going to rationalize the way the federal government relates to the
American peaple. and we are going to nuke the federal government customer friencly.
A lor of people dont realize thar the federal government has customers.

We huve customers. The American people.

Il of us—Dbureaucrat or
business owner, cabinet
secretary or office
clerk—respond to
incentives. We do more
of what brings us
rewards and recognition, less of what
brings us criticism. But our government,
built around a complex cluster of
monopolies. insulates both managers and
workers from the power of incentives.

We must change the system. We must
force our government to put the customer
first by injecting the dynamics of the
marketplace.

The best way to deal with monopoly is to
expose it to competition. Let us be clear:
this does #or mean we should run
government agencies exactly like private
busincsses. After all. many of governments
functions arc public responsibilities precisely
because the private sector cannot, should
not, or would not manage them. But we
can transplant some aspects of the business
world into the public arena. We can create
an environment that commits federal

Vice President Al Gore
Town Meeting,
Department of Housing

and Urban Development.
March 26. 1993

managers to the same struggle to cut costs
and improve customer service that compels
private managers. We can imbue the federal
government—f{rom top to b&:om——-with a
driving sense of accountability.

Is it really possible to reinvent
government in this way? Horror stories
about government waste are so abundant
that many doubt its ability to change. For
some, the only solution is to cut or abolish
programs wholesale. In some instances
those cuts make sense and we are
recommending them. But alone they do not
address the problem we face or move us
decidedly toward a government that works
better and costs less.

We propose a different approach. We
must make cuts where necessary; we also
must make our government effective and
efficient. Some programs clearly should be
¢liminated, others streamlined. We will
offer many proposals to do both in chapter
4. But reinventing government isn't just
about trimming programs: it's about
fundamentally changing the way
government does business. By forcing

a1
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public agencies to compete for their
customers—between offices. with other
agencies. and with the private sector—we
will create a permanent pressure to streamline
programs, abandon the obsolete. and
improve what’s left.

This process will be neither quick nor
easy. But as it unfolds, a very different
type of government will emerge, one that
is accountable to its true customers—
the public.

We propose four specific steps to
empower customers, break federal
monopolies, and provide incentives tor
federal employees to better serve their
customers.

First, we will require that all federal
agencies put customers first by regularly
asking them how they view government
services, what problems they encounter. and
how they would like services improved. We
will ensure that all customers have a voice,
and that every voice is heard.

Second, we will make agencies compete
for their customers’ business. Wherever
feasible, we will dismantle governments
monopolies, including those that buy goods
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and services, acquire and maintain office
space, and print public documents. These
internal monopolies serve their customers—
government workers—so poorly. its no
wonder those workers have such trouble
serving customers outside government.

Third, where competition isnt feasible,
we will turn government monopolies into
more businesslike enterprises—enterprises
in closer touch with both customers and
marker incentives.

Fourth, we will shift some federal
functions from old-style bureaucracies to
market mechanisms. We will use federal
powers to structure private markets in wavs
that solve problems and meet citizens
needs—such as for job training or safe
workplaces—without funding more and
bigger public bureaucracies.

Together, these strategies will enable us o
create a responsive, innovative, and
entrepreneurial government. [f we inject
market mechanisins into tederal agencies as
we are cutting red tape. we will create new
dvnamics—and a new dynamism—
throughout the federal government.

STEP 1: GIVING CUSTOMERS A VOICE—

AND A CHOICE

Setting Customer Service Standards

ong lines, busy signals, bad
information, and indifferent workers
at front counters—these are all too
common occurrences when customers come
in contact with their government. Quite
simply, the quality of government service is
below what its customers deserve.
We propose to set a goal of providing
customer scrvices equal 1o the best in businss.
Too many agencies have learned to
overlook their customers. After all, most of
government’s customers cant really take
their business clsewhere. Veterans who use
veterans' hospitals. companies that seek
environmental permits. or retirees applying
for social security benefits must deal with

public agencies that hold monopolies. And
monopolies, public or private, have little
sensitivity to customer needs.

So government agencies must do what
many of America’s best businesses have
done: renew their focus on customers. Some
are already trving. The Internal Revenue
Service (IRS) and Social Security
Administration (SSA) have taken major
steps to improve their telephone services to
customers. SSA, the U.S. Postal Service
(USPS), and the Department of Veterans
Affairs are developing a combined
government services kiosk, providing a
single point of access for services oftered by
the three agencies. The Library of Congress,
the Encrgy Department. the National
Acronautics and Space Administration, the




National Science Foundation, and other
federal agencies have placed their materials
on [nternet. a worldwide computer
nerwork.’

Good service means giving people what
they need. To do that, however, one must
first find out what they want—a step tew
federal agencies have taken. In the tuture,
tederal agencies will ask their customers
what thev want. what problems they have.
and how the agencies can improve their
services.

Knowing what customers want, public
agencies must set clear and specitic
customer service standards. When Federal
Express promises to deliver a package the
next day by 10:30 a.m.. both customers and
¢ mplovet’s understand preciselv what that
means. Similarly. when the Air Forces
"Tactical Air Command discarded its thick
set of specitications about living quarters for
visiting pilots and adopted a simple
standard—equivalent to “a moderately
priced hotel, like Ramada"—cmployees
understood exactly what it meant.”

Several federal agencies that frequendy
interact with citizens have launched
aggressive customer service initiatives. We
endorse strengthening these initiatives—
described below—and expanding them
across the federal government.

Internal Revenue Service, The IRS, the
tederal agency most citizens prefer to avoid.
might seem the least likelv to develop a
customer focus. But it's working hard to do
just that.

Four vears ago. the General Accounting
Oftice (GAO) discovered that [RS staft gave
a wrong answer to one of every three
taxpavers who called with a question. Since
then, the agency has improved its accuracy
rate to 88 percent.’ And—in a switch that
signals a basic change in attitude—agency
employees now refer to taxpayers as
customers.

In IRS pilot projects across the country,
cmployees now have authority to change
work processes on their own in order 1o
improve productivity. Front-line workers
also have more authority to resolve issties
one-on-one with individual taxpayers. The

PutTinG CUSTOMERS FIRST

agency is fostering competition among its
tax return centers. based on customer
scrvicc levels and efficiency at handling the
7 billion pieces ot paper the IRS receives
LJCh vear. Centers that perform better get
hls.’,her budgets and workloads. and
melovccs get promotion opportunities.
The IRS was among the first government
agencies to use 800 numbers and
automnated voice mail svstems to increase
customer access to information. Today. the
IRS is beginning to survey its customers.

Customer Service Standards: IRS

s part of the National Performance Review, the
IRS is publishing customer service standards,
including these:

* If you file a paper return, your reund due will
be mailed within 40 days.

* If you file an electronic return, your refund due
will be sent within 14 days when you specify
direct deposit, within 21 days when you
request a check.

* Our goal is to resolve your account inquiry
with one contact; repeat problems will be
handled by a Problem Resolution Office in an
average of 21 days.

* When you give our tax assistors sufficient and
accurate information and they give you the
wrong answers, we will cancel related penalties.

* With your feedback, by 1995 IRS forms and
instructions will be so clear that 90 percent of
individual tax returns will be error-free.

In addition, some centers are serving
cistomers in truly astonishing wavs. One
anecdote makes the point. At the Ogden,
Utah Service Center—a winner of the
Presidential Award for Qualiy—a down-
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Customer Service Standards:
Social Security Administration

s part of its participation in the National

Performance Review, the Social Security
Adminissration will publish nationally, and post in
each of its offices, these performance standards:

* You will be treated with courtesv every time
you contact us.

* We will tell you what benefits you qualifv for
and give you the information you need to use

our programs.

* We will refer you to other programs that may

help you.

* You will reach us the first time you try on our
800 number.

on-his-luck man hitchhiked from out of
state to get his refund check. As it turns out,
this center doesnt issue checks. But IRS
emplovees there discovered that a disbursing
center had sent a check to the hitchhikers
old address and that it had been returned.
They ordered a new check sent to Ogden
and helped the hitchhiker make ends meet
until the check arrived.

In the end, the IRS’s efforts could affect
all of us, not only as filers of tax returns but
as taxpavers. If IRS forms are easier to
understand and use, more taxpayers might
file on time. If the IRS develops an image as
a more effective, user-friendly agency, more
taxpayers might decide to file in the first
place. A merc 1-percent increase in
voluntary compliance would add $7 billion
in government revenue ciach vear.

Social Security Administration. l'ivery
vear, more than 47 million Americans come
in contact with the Social Securicy
Administration. which administers old-age

pensions, survivors and disability insurance,
and the supplemental security income (SSI)
program. The agency has 1.300 field oftices
and receives 60 million calls a vear on ics
toll-free lines. As the nation’s popul.mon
ages. the agency taces an ever-increasing
workload. Recently, an inspector gcnenl s
report showed that customer satisfaction
had fallen 4 years in a row due to longer
waiting times in offices and increasing
problems in reaching someone on the
phone.*

Fortunately, the Social Security
Administration is strengthening its
customer orientation. When Hurricane
Andrew struck South Florida. where
367.000 people collect social security and
SS1. agency workers took steps to ensure
that senior citizens would know how to get
their checks despite the devastation. Local
offices used television, radio. and
loudspeaker trucks touring the area with
messages in English, Spanish. and Creole.
The agency also hired an airplane to tow a
banner with SSAS toll-free 800 telephone
number over the hard-hit Homestead area.

More generally, the Social Security
Administration recently adopted a
customer-oriented strategic plan, which
includes objectives such as issuing social
security numbers orally within 24 hours ot
an application. Besides pinpointing some of
their objectives as standards to reach today.
SSA is publishing all 34 of its objectives and
seeking customer feedback on whether it set
the right targets for service.

U.S. Postal Service. The Postal Service.
which delivered 166 billion pieces of mail in
1992, has begun improving customer
service for a good reason: It has
competition. While most people still use the
Postal Service to deliver first class mail. che
use of private deliverv services and
electronic mail is rising quickly.

The Postal Service has decided to meet
its competition head-on. Using focus
groups. the agency idenrified service areas
where its customers wanted improvement.
It tound that people wanted shorter waiting
lines at counters, better access to postal
information, and better responses to their
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complaints. Using these standards to
measure performance. the agency seta long
range goal of *100-percent satistaction” axd
developed a customer satisfaction index to
measure progress toward it.

The agency also is providing incentives
tor emplovee performance: [n cooperation
with two postal unions, managers now use
customer satistaction data to help determine
emplovee bonuses.

Action: . " President showdd issue .
trectrre reararing mtl federat avencies
WH AClICE SOrvIees 10 1he DUeLc 1o cie e

Castomer service proevans ihal idenairy
et surrey customers. 1 he oraer wul
raotisn e offowne scanaeia ror
He(Irrs s IStOMer Sertiee coaudl o [ 1est
POl s,

I'he President’s directive will Ly out
principles to govern the provision of
customer services. For example.
organizations should:

* survey their customers frequently o
find out what kind and quality o

services they want:

* post standards and results measured
against them:

* benchmark performance against “the
best in business™

* provide choices in both source of
service and delivery means:

* make information. services, and
complaint svstems casily accessible:

* handle inquiries and deliver services
with courtesy;

* provide pleasant surroundings tor
customers: and

* provide redress for poor services.

The order will direct all federal agencies
that deal with the public to:

PUTTING CUSTOMERS FIRST

Customer Service
Standards: USPS

s part of its participation in the National
Performance Review, the USPS will expand its
plans to display these standards in post offices:

* Your first class mail will be delivered anywhere
in the United States within 3 days.

* Your local first class mail will be delivered
overnight.

* You will receive service at post office counters
within 5 minutes.

* You can get postal information 24 hours a day

by calling a local number.

* immediately identity who their
CUSLOmETs arc:

* survey their customers on services and
results desired. and on sacistaction with
existing services:

* curvey front-line emplovees on barriers
to. and ideas for. matching the best in
business:

* in 6 months, report results on these
three steps to the President: and

* develop and publish a customer service
plan—including an initial set of
customer service standards—within 1
vear.

The customer service plans will address
the need to train front-line emplovees in
customer scrvice skills. They will also
identify companics that agencies will use to
judge how they compare to the “best in
business.” The directive will ask cabinet
sceretaries and agency heads to use
improvement in customer satisfaction as a
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primary criterion in judging the
petformance ot agency managers and tront-
line emplovees.

Action: . i voiuntary customer survevs,
the Office or Management aned Budger
wied delecine i1s survev upproval awnoruy
under the Puperwork Reduction Act to
deparninents that aie able 10 comply wih
the act.”

The publics input is crucial to improving
customer service. But current law gives the
Office ot Management and Budget (OMB)
power to decide on virtually all agencey
requests to solicit information from the
public (OMB can delegate this authority).
This law was designed to minimize onerous
paperwork burdens the tederal government
imposes on businesses and citizens. But it
also minimizes the number of times
agencies ask customers about their needs. le
often slows agencics down so much that
they abandon the idea of doing a survey
altogether.

For many agencies, customer surveys are
the single most useful wav to measure
performance. If OMB has to approve cvery
request for a customer survey, however,
neither the directive described above nor the
Government Performance and Results Act,
which the President signed in August 1993,
will work. Citizens do not like to be forced
to fill out forms by their government. But
most Americans would be pleased to receive
a voluntary survey asking how their post
office or social security office could improve
its customer service,

We propose to delegate approval of
voluntary customer survevs to departments
with the ability to comply with the law. and
ensure that they create rapid approval
processes so bottlenecks don't develop at
lower levels.

Customer-driven programs rarely cost
more than others: indeed. productivicy
gains in past federal experiments have more
than offsct cost increases. At the Ogden
Service Center, the IRS offices new
approach helped workers process 5 percent
more tax returns. When organizations shift
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their focus to customers. they act like
Avis—ithey try harder.

Crossing Agency Boundaries

Unfortunately, even agencies that try
harder find very real obstacles in the wav of
putting, their customers first. Perhaps the
worst is Washington’s organizational chart.
Time and again, agencics find it impossible
to meet their customers' needs, because
organizational boundaries stand in the way.

Sometimes, programs housed in the same
agency are onlv tangentially related. While
most Agr: ;ulture Department programs
relate to food. for instance, its customers
range from farmers who grow it to poor
children whose families use food stamps. At
other times, programs dealing with the
same customers are located in a dozen
different agencies. Rather than make people
jump over organizational boundaries on
their own, we must remove the boundaries
at the point of customer contact. We must
make the delivery of services “scamless.”

The traditional solution is to shuffle the
organizational chart. But in Washington,
such proposals set off monumental turf
wars benween agencies in the executive
branch, and between committees in
Congress. After vears of struggle, one or two
agencies are reorganized — or a new
department is created. Meunwhile, the
nation's problems keep changing, so the
new structure is soon out of date.

In a rapidly changing world, the best
solution is not to keep redesigning the
organizational chart; 1t is to melt the rigid
boundaries between organizations. The
federal government should organize work
according to customers needs and
anticipated outcomes. not bureaucratic turf.
It should learn from Americas best-run
companics. in which emplovees no longer
work in separate. isolated divisions, but in
project- or product-oriented teams.

To do so, the government must make
three changes. It must give federal workers
greater decision making authority, allowing,
them to operate effectively in cross-cutting




ventures. [t must strip federal laws of
prohibitions against such cooperation. And
it must order agencies to reconsider their
own regulations and tradition-bound
thinking, For example, the Forest Service
found that 70 percent of its regulatory
harriers to new. creative ways of doing
business were sclf-imposed.®

Despite these barriers, some noteworthy
initiatives are underway. Rural
Development Councils, under the
Agriculture Departments direction, work
with several tederal deparements as well as
states and localities to betrer coordinate
rural aid programs. At the Federal Aviation
Administration (FAA), a svstems manager
helps coordinate the activities of the FAA.
Defense Department, international aviation
organizations, and various private interests
on matters involving satellites, data links,
and trattic How management.

We should bring the same approach to
other parts ot government. The following
examples illustrate the problems we tace and
the solutions we must create.

Action: . ate u system of competitive,
ane-stap, career development centers open
o et Amertcans.”!

Our nations cconomic future depends
on the qualiey of our workforce. Qur
individual tutures, too. depend on whether
we have marketable. flexible skills with
which to adapt to the changing demands of
new technologies. In a country where the
average worker changes jobs seven times in
a lifetime. those skills are more than
desirable: they are crucial.

Qur government invests heavily in
education and training, Together. 14
separate government departments and
agencies invest $24 billion a vear, through
150 employment and training programs. !
But we do not invest this money well
cnough. For one thing, our system is
organized for the convenience of those who
deliver services, not those who use them.
For another, the svstem lacks competition
and incentives for improvement.

“The United States has a worldwide

PUTTING CUSTOMERS FIRST

reputation for providing its vouth extensive
opportunity to attend college,” the General
Accounting Office noted recently.
“However, our country falls short in
employment preparation of many
noncollege-vouth.”™ Unlike our competitors,
GAO said. we have no national policy w0
svstemnatically prepare non-college educated
vouth for jobs.'

QOur system is badly fragmented. Each
service — from job reterral to retraining —
is designed for ditferent people, with
different rules, regulations, and reporting
requirements. Bewildered, often dispirited.
job seekers must trudge trom office to
office. trving to fit themselves into a
program. When they tind a program. they
may tind that they aren't eligible. thatics all
filled up. or that the classroom is across
town,

American workers deserve a better deal.
Nowhere on the government reinvention
front is action more urgendy needed or are
potential rewards greater. We envision a
new workforce development system,
focused on the needs ot workers and
emplovers. We will organize it around the
customer — whether an individual or a
business — then provide that customer
with good information about the
performance of different providers and
plenty of choices. If we do this, carcer
centers and training providers will have to
compete for their customers business, based
on the quality of their services.

Specitically, we propose one-stop career
management centers across the country,
open to all Americans — regardless of race,
gender. age, income. employment
experience. or skills. (One-stop centers are
also a kev feature of the Workforce
Investment Strategy the Labor Department
is developing.) Our centers would offer
skills assessment, information on jobs,
access to education and training —
everything people needed to make carcer
decisions. The centers would be linked to
all federal, state, and local workforce
development programs, and to many
private ones (which are. after all. the source
of most job-training monev). Core services
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such as labor marker information and job
search help would be ottered tree. Some
centers might otier other services, from
comprehensive testing to career counseling
and workshops, on a tee-tor-service basis.

These centers vould help their customers
get access to funds trom any of the 150
programs tor which thev qualified. To make
this possible. the tederal covernment would
climinate or waive many rules and
regulations that keep our workforce
development programs wparate. The
centers would also be allowed to generate
their own revenues, indudmg fees collected
trom employers and cplovees would could
atford to pav. Anv areamization, public or
private, would be aliowed o seek a chareer
[0 OPELATC ONE OF MOTE ANE AP CAreer
centers. The process wantkd be performance-
driven. wich contracts renewed only it
centers met customers’ demands. The
federal government would establish national
chartering standards for the centers, but
states and local emplovment boards would
decide which organtzacons met the
standards.

Today. local vreanizavens such as state
emplovment services get mosg of their
federal funds almost as a4 matter of
entitlement. Thev wecount for the money,
but we do not hald them accountable for
whether thev spend it ettectively. We would
make funding for these new centers more
competitive, opening the pracess to public
and private, nonprotit and for-profit.
enrities.

We would judge these centers in part by
how many people soughe help at them —
on the theory that venters ateracting the
most customers were dearly doing
something right. Rut we would focus as well
on what lmppuud atter the customers left
Did they enroll in meaningtul training
programs? Did they find jobs? Did they
keep their jobs? Did they increase their
inCQmU; l"inu”\' we would ¢ Li\'t‘ customers

same thm‘g for (l)Lm\\l\u. \ Imh training
program would mcer their needs bese?

We believe that the central problem in
the Emplovment Service is not the line
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workers, but the manv rules and regulations
that prevent them trom doing their jobs.
Waiver of these antiquated rules will free up
these workers to perform well. In order for
state emplovment services to compete on a
level plaving field—particularly after the
negative effects of the last decade of
spending cuts and over-regulation—line
workers must be given the opportunity to
retool. The Labor Department should
ensure that they receive the necessary
training to enable them to participate in the
process.

The biggest single barrier o creating an
integrated system ot one-stop carcer centers
is the fragmented nature of federal funds.
The 150 tederal programs have different
rules, different reporting requirements, even
different fiscal vears. To sy nchronize these

—and to break down the walls benween
categoricad programs—the National
Economic Council should convene a
Worktorce Development Council, with
members from the Departments of Labor.
Education, and Health and Human
Services: the Oftice of Management and
Budget: and other departments and
agencies with emplovment and training
programs. This council should standardize
fiscal and administrative procedures,
develop a standard set of terms and
definitions berween programs. develop a
comprehensive set of results-orienied
performance standards, and improve the
qualitative evaluation of program
performance.

Action: /e President shoud issue a
directive that requires collaborative
fforts across the government to
cmpower communities and strengthen
Sfamilies."

At Vice President Gore's recent
conference on family policy in Nashville,
experts agreed that effective family policy
requires new approaches at the federal. state.
and local levels. We should stop dividing up
tamilies’ needs into health, education,
welfare, and shelter, each with its own set of
agencies and programs. many of which




contradict one another and work at cross-
purposes. Instead. across all levels of
government, we need collaborative,
communiry-based. customer-driven
approaches through which providers can
integrate the tull neowork of services.

For instance, we spend about $60 billion
a vear on the well-being ot children. But we
have created at least 340 separate programs
tor families and children, administered by 11
difterent federal agencies and departments. ™!
Thus. a poor tamily may need to seek help
trom several departments—agriculture tor
tood stamps. Housing and Urban
Development tor rental support, Health and
Human Services tor health care and chasing
down dead-beac parenes. For cach program.
they will have to visit ditferent offices. learn
about services. till out forms to establish
cligibilicy—and wait.

I'he svstem is tragmented and illogical.
In Texas, where the immunization race
among poor children is about 30 percent,
the state Health Deparument soughte
permission to have nurses who run the
Agriculture Department’s Women, Infancs
and Children supplemental food program
also give immunizadions. The Agriculture
l)epartmcnt said no—unless lexas
developed an elaborate cost allocation plan.
Consequently. mothers and children will
have to continue visiting more than one
ageney.'?

A few vears ago. Governing magazine
described a teenage girl who was pregnant,
had a juvenile record. and was on welfare,
Benween the three problems, she had more
than six caseworkers—each from a different
agency. As one put it: “The kid has all these
people providing services, and evervbody's
doing their own thing and Tasha’s not
getting beteer. We need to have one person
who savs, "Now look. lets talk about a plan
ot action for Tasha.™** President Clinton's
directive will help remove obstacles that
agencies face in trying to serve Tasha and
oth s like her.
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Action: he President shouwld issue u
directive and propose legisiation ro
reconstitute the Federval Coorainating
Councii for dcience, Engineering. and
fechnotagy as the Nutionaf Science aued
[i’t'/m()/agy Council, giving it « Hroader

rofe in serting science and technoiogy
policy.

Progress in science and technology is a
key ingredient of national cconomic
success. President Clintons A Vision of
Change for Avericaeleased in February,
cites studies showing that “investments in
research and devdopment (R&D) tend o
be the strongest and most consistent
positive intluence on productiviey
growth.” ™ In an increasingly competitive
world cconomy. the American people need
the best possible rerurn on tederal R&D
INVestnents.

The Federal C vordinating Council tor
Science, Engineering, and “Technology
(FCCSET) is a White House-managed
team thac helps set policy tor technology
development. With representatives trom
more than a dozen agencies, it develops
interagency projects, such as
biotechnology research and the high-
performance computing initiative.
Unfortunately, FCCSET lacks the teeth to
set prioritics. direct policy. and participate
fully in the budger process. It can't compel
agencies to parucipate in its projects, nor
can it tell agencies how to spend tunds. lts
six funded projects will account for just
16 percent of Washington's $76 billion
R & D budgct in 1994, At a time of
declining federal iesources, experts in
business. academia. and government
recognize the need for one-stop shopping
for science and technology policy.

A new National Science and Technology
Council would direct science and
technology policy miore foreetully, and
would strcamtine the White House's
advisory apparatus by combining che
tunctions ot FCCSET the National Space
Council, and the National Critical
Materials Council.
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Action: i President siouid issue a
rivective ro give the lrade Promotion
Coordinatring Connnirree avearer
.ethority to conrvol federat expore
DITIMOLIoNn erfores.’

Unlike most of our economic
competitors, the United States has no
national export strategy. Our export
programs are fr'uzmcnttd among 19
separate orgammuons—mdudmé r the
Agriculture and Commerce Departments
and the Small Business Administration. The
U.S. and Foreign Commercial Service. in
Commerces [nternational Trade
Administration. is the lead agency tor trade
promotion overseas. But dozens of other
entities—many within Commerce—also
have trade promotion roles.

Our export programs provide little
benetit to all but our nation’s largest
businesses. The economic implications of
such selective assistance are serious.
Exports are among our most effective job-
creating tools. They create about 20.000
new jobs for every $1 billion in exports.
Thousands ot small and mid-sized
companies make products attractive for
overseas markets, but are discouraged by
high transaction costs and a lack of
information. According to trade experts,
the United States mav be the “world's
biggest export underachiever.™"

The President’s directive will give the
Trade Promotion Coordinating Committee
(TPCCQ), chaired by the Commerce
Secretary and including representatives from
19 departments, agencies, and executive
offices, broader authority to create
performance measures and set allocation
criteria for the nation's export promotion
programs. Working with the National
Economic Council. TPCC will ensure that
such programs better serve the exporting
community.
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Action: 7ie President sirould issue a
directive to establish ecosysren
management policies dcross tie
Jovernment.”’!

“For too long, contradictory policies
from teuding agencies have blocked
progress. creating uncertainty, confusion,
controversy, and pain throughout the
region.” President Clinton declared at the
Forest Conference held in Portland,
Oregon in April 1993. Shortly thereatter,
the President announced his Forest
Plan—a proactive approach to ensuring a
sustainable economy and a sustainable
environment through ecosystem
management. We recommend extending
the concept of ecosystem management
across the federal government.

Although economic growth has strained
our ecological svstems, our government
lacks a coordinated approach to ecosystem
management. A host of agencies have
jurisdiction over individual pieces of our
natural heritage. The Bureau of Land
Management oversees more than 60
percent of all public lands; the Forest
Service manages our national forests and
grasslands; the Fish and Wildlife Service
manages our National Wildlife Refuge
Svstem: the National Park Service oversees
the national parks: the Environmental
Protection Agency implements laws to
regulate air and water quality; the National
Oceanic and Atmospheric Administration

/(‘\IOAA) manages marine resources; and
various other agencies run programs that
affect the environment. Different agencies,
with jurisdictions over the same ecosystem,
do not work well together. Even within the
same agency, bureaus fight one another.

At the local level, a hodge podge of
government agencies control activities that
affect the environment. Consider. for
instance, the San Francisco Bay delta estuary.
One of the most human-altered estuaries on
the west coast of North or South America, it
is governed by a complex arrav of agencies.
plans, and laws. One mile of the delta may
be affected by decisions of more than 400
agencies.™



The White House Office on
Environmental Policy has convened an
inceragency task force of appropriate
assistant secretaries to develop and
implenient cross-agency ecosystem
management projects, The Ottice of
Management and Budger will review the
plans as part of the tiscal 1995 budget
process. In 1994, the assistant sceretaries
will establish cross-ageney teams to develop
initial ccosvstem management plans tor
implementation in fisc: al vear 1993, Alse in
1994, the President should issue a dircetive
that will declare sustainable ccosvstem
management across the tederal covernment.
Action: "o/ osniear. e
Pt U NI R Y il
T I S /T F TS

The tederal government has no coherent
policy for regional development and
community dislocation. Instead. it otfers a
fragmented and bureaucratic system of seven
programs to assist states and localities. The
major programs are the Commerce
Departments Economic Development
Administration. the Housing and Urban
Development Departments Communiey
Development Block Grant Program. and the
Agriculture Departments Rural Development
Administration and Rural Electrification
Administration. The Defense Department,
Tennessee Valley Auchority, and Appalachian
Regional Commission run smaller programs.
Thus, states and communities must turn to
many different agencies and programs. rather
than a single coordinated system.
Communities find it hard to get help, and the
dispersion of effort limits overall funding.

Washington's economic and regional
development activities should be
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recontigured to suit its customers—states
and communities. We propose a Federal
Coordinating Council for Economic
Development. comprising the appropriate
cabinet secretaries and agency heads. o
coordinate such activities and provide a
central source of information tor states and
localities. The council will provide a
unifving tramework for cconomic and
regional development etfores, develop a
governmentwide strategic plan and unitied
budgu to support the framework, prevent
duplication in the various programs. and
assess appropriate funding levels tor the
agencies involved.
Action: . i
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A series of legislative restrictions make i
particularly difticult to pursue solutions to
problems that span agency boundaries. For
instance. to put together a working group
on an issue that cuts across agency lines.
one agency has to tund all costs for the
group. Several agencies cannot combine
their funds to finance collaborative etforts.
Rather than discourage cross-agency
operations, the federal government shouid
encourage them. Congress should repeal
the restrictions that stand in the wav of
cross-agency collaboration. and refrain
from putting future restrictions in
appropriations bills. In addition. Congress
should modify the Intergovernmental
Personnel Act to give cabinet members and
those working tor them greater authority
to enter into cooperative agreements with
other federal. state. and local agencics.
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STEP 2: MAKING SERVICE ORGANIZATIONS

COMPETE

hile our federal government has
long opposed private
monopolics. it has deliberately

created public ones. For instance, most

federal managers must use monopolics to

handle their prmtmg, real estate, and

was supposed to ofter cconomies of scale
and protect against profiteering and

The Air Combat Command—Flying High

With Incentives and Competition

P he military: the most conservative,

A hierarchical and traditional branch of the
government and the bureaucracy least likely to
behave like a cutting-edge private company,
right? Wrong.

One of Washington’s most promising
reinvention stories comes from the Air Combat
Command. With 175,000 employees at 45
bases across the country, the ACC owns and
operates all of the Air Force’s combat aircraft.
Says its commander, General John Michael Loh,
“We manage big, but we operate small.”

~ How? The ACC adopted overall performance
standards, called quality performance measures.
Each ACC unit decides for itself how to meet
them. General Loh then provides lots of
incentives and a healthy dose of competition.

The most powerful incentive is the chance to
do creative work, General Loh told the National
Performance Review’s Reinventing Government
Summit in Philadelphia. For instance, the Air
Combat Command allows maintenance workers
to fix parts that otherwise would have been
discarded or returned to the depot for repair
“under the thesis that our people aren't smart
enough to repair parts at the local level.” The

results have been astonishing. Young mechanics
are taking parts from B-1s, F-15s, and F-16s—
some of which cost $30,000 to $40,000—and
fixing them for as little as $10. The savings are
expected to reach $100 million this year. ACC
managers have an incentive, too: Because they
control their own operating budgets, these
savings accrue to their units.

General Loh instilled competition by using
benchmarking, which measures performance
against the ACC standard and shows
commanders exactly how their units compare to
others. The ACC also compares its air wings to
similar units in the Army, Navy, and Marine
Corps; units in other air forces; and even the
private sector. Before competition, the average
F-16 refueling took 45 minutes. With
competition, teams cut that time to 36 minures,
then 28.

The competition is against a standard, not a
fellow ACC unit. “If you meet the standard, you
win,” says General Loh. “There aren’t 50 percent
winners and 50 percenr losers. We keep the
improvement up by just doing that—by just
measuring, If it doesn’t get measured, it doesn’t
get improved.”

support services. Originally. this approach

corruption. In an earlier time—ot primitive




recordkeeping, less access to information,
and industrial-cra retail systems—it may
have otfered some advantages.

But not today. Economists don'tagree on
much, but thev do concur that monopoliu
provide poorer service ac higher prices than
Lompetitive companies. Qur public
monopolies have brought us higher costs.
endless defays, and reduced Hexibiliey.

Monopolies don' suffer the full costs of
their inetticiency. Wich nowhere else to go.
customers absorb them. A monopolv's
managers dont even know when they are
providing poor service or failing to take
advantage of new, cost-cutting technologics.
because they don't get signals trom their
customers. [n contrast. competitive tirms
get instant feedback when customers go
clsewhere. No wonder the burcaucracy
detends the status quo. even when the quo
has lost its status.

As for economies of scale. the realities
have changed. The philosophy when these

procurement svstems were set up was that it

the government bought in bulk, costs
would be lower, and taxpayers would get
the savings. But it no longer works that way:

As we discuss more tully in chapter 1, we
no longer need to buy in bulk to buy
cheaply: The last decade has brought more
and more discount stores. which scll
cvervthing trom groceries to othice supplics
ta clectronic equipment ac a discount. The
Vice President heard story atter story trom
tederal workers who had found equipment
and supplics at discount stores—cven local
hardware stores—at rwo-thirds the price the
government paid.

Not all federal operations should be
forced to compete. of course. Competition
berween regulatory agencies is a terrible
idea. (Witness the rcﬂul.mon of banks.
which can decide o charter with the state
or tederal government. depending on where
they can find the most lenient regulations.

Nor should policy agencies compete. In the
dud()pmcnt of pollg\ cooperation berween
different units of government is essential.
Competition creates turf wars, which get in
the way ot creating rational policies and
programs. ICis in servdce delivery that

PUTTING CUSTOMERS FIRST
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Lt is berter 1o abolish monopolze: in all cases

than not to do it in any.”

Thomas Jefferson
Letzer to James Madison, 1788

competition yiclds results—hecause
competition is the one force that gives
public agencies 1o dioice but w improve.

The Government Printing Office

Perhaps the oddest tederal monopoly is
the Government Printing Oftice.

[ 1840, Congress established a Joine
Committee on l’nntmg (JCP) to promote
cfticiency and protect agencies from
prohturmg and abuse b_\ commercial
printers. The JCP sets standards tor all
agency activities—including princng,
photocop\'in(u and color and paper quality.
When the Naval Academy wants to use
p.uchmcnt paper tor omdu.mon certificates.
for instance. the JCP must approve the
decision.

The JCP also supervises the Governimeint
Printing Office. the mandatory source of
most government printing—a whopping $1
billion a year. Along with printing federai
publications. the GPO must approve all
privately contracted government printing
jobs. This even includes printing orders less
than $1.000—uf which there were 270.000
in 1992, Simply for processing orders to
private companies. GPO charges 6 0 9
percent.

Such oversight doesnt work in an age of
computers and advanced
telecommunications. Desktop publishing
has replaced the traditional cutting and
pasting with computer graphics and
automated design, In private business. in-
house printing Hourishes. Small printing,
companics specialize in strategic market
niches.

i
I
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The “government look”

ere’s a sad story about the Government
Printing Office, multiple signatures, and
$20,000 of wasted taxpayer money.

Vice President Gore heard it from an
employee at the Transportation Department’s
National Highway Traffic Safety
Administration, which p.>motes highway
safety. Hoping to convey safety messages to
young drivers, her office tries to make its
materials “slick"—to compete with
sophisticated advertising aimed at that
audience. Sound simple? Read on.

After the agency decides what it wants, it
goes through multiple approvals at the GPO
and the Department of Transportation. In the

Action: I.liminare the Government

Printing Office’s monopolv.’

For all executive branch printing,

PN

[N
T
Vhe o

process, the material can change substantially.
Orders often turn out far differently than
NHTSA wanted. But under the GPO’s policy,
agencies must accept any printing order that the
GPO deems “usable.”

“I can cite one example where more than
$20,000 has been spent and we still do not
have the product that we originally requested,”
the employee explained, “because GPO
decided on its own that it did not have a
*government’ look. We were not attempring to
produce a government look. We were trying to
produce something that the general public
would like to use.”

Administration (GSA), which runs a host of
tederal support services—from acquiring
and managing more than 270 million
square tect of office space to brokering

Congress should end the JCP’s oversight
role. Congressional control of executive
branch printing may have made sense in the
1840s, when pripting was in its infancy, the
government was tiny, there was no civil
service, and corruption flourished. Bur it
makes much less sense today. We want to
encourage competition between GPO,
private companies, and agencies’ in-house
publishing operations. If GPO can
compete, it will win contracts. If it cant.
government will print tor less, and taxpavers
will benetit.

The General Services
Administration

Among, governments more cumbersome
burcaucracics is the Ceneral Services

64

office furniture and supplies to disposing of
the government’s car and truck fleets.

With its monopoly. GSA can pass
whatever costs it wants on to tenants and
customers. Often it rents the cheapest space
it can find. then orders federal agencies to
occupy it—regardless of location or quality.
(Occasionally an agency with enough clout
refuses. and GSA ends up paying to rent
empty space.) This is not all GSASs fault.
Frequently, the agency is hemmed in by
federal budget and personnel rules. GSA
admits that many of its customers are
unhappy. It has already permitted some
agencices to make their own real estate deals.
We propose to open that door farther.
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Specitically. GSA will create one or more
property enterprises, with separate budgets.
The enterprises will compete with private
companies—real estate developers and
rental firms—rto provide and manage space
for federal agencies. Agencies. in turn, will
lease general purpose space and procure, at
the lowest cost. real properoy services—
acquisitioi, design, management, and
construction. Such competition should
lower costs for tederal oftice space.

All other federal agencies with real estate
holdings. including the Detense and
\Veterans Affairs Departments. will adope
similarlv competitive approaches:

Competition in Support Services

Every federal agency needs “support
services —uaccounting, property
management. payroll processing, legal
advice. and so on. Currently. most
managers have little choice about where to
get thern; they must use what's available in-
house. But no manager should be confined
to an agency monopoly. Nor should
agencies provide services in-house unless the
services can compete with those of other
agencies and private companies.

Ower the past decade, a tew federal
entrepreneurs have created support service
enterprises, which offer their expertise to
other agencies for a fee. Consider the Center
for Applicd Financial Management. in the
‘Ireasury Departments Financial
Management Service. A few: vears ago,
Treasury officials realized that many agencies
reporting, to their central accounting system

PUTTING CUSTOMERS FIRST

Dialing for Dollars:
How Competition Cut the
Federal Phone Bill

n the mid 1980s, a long-distance call on the

federal system, which the General Services
Administration manages, cost 30 to 40 cents a
minute, the “special government rate.” AT&T’s
regular commercial customers normally paid 20
cents a minute. The Defense Department, citing
GSA's rates, would not use the government-wide
system.

Spurred by complaints about high costs and the
loss of customers, GSA put the government’s
contract up for bid among long-distance phone
companies. It offered GO percent of the business to
the winner, 40 percent to the runner up.

Today, the government pays 8 cents a minute
for long-distance calls. More agencies—including
the Defense Department—are using the system.
And raxpayers are saving a bundle.

had problems meeting the Treasurv's
reporting standards. Rather than send nasty
leteers. they decided to offer help.

The Treasury established a consulting
business. The center includes a small
group of people who offer training,
technical assistance. and even a system for
accounting programs so that agencies need
not own the sottware. The center markets
its services to government agencics,
aggressively and 5ucccsstullv competma
with accounting and consultmg firms tor
agency business and dollars. Its clients
include the Small Business Administration
and the Nuclear chulatorv Commission.
Already. the center's work has reduced the
crrors in reports submitted to the Treasury
and reduced agencies” accounting costs.
Opened 2 vears ago, the center plans to be
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prohtable by 1995: it not. the Treasury will

close it.

Action: e udminisu arion should
L’Pll‘OtH‘(lQL‘ ”p(" (l’l(l}l& 0Of ll"l’ (lQ’L’)u‘\' I()
compere for work i ower agencres.

We want to expand the approach
exemplified by Treasury's Center for
Applied Financial Management throughout
government. Just as in business.
competition is the surest wav to cut costs
and improve customer service,

Competing with the Private Sector

Forcing governments internal service
bureaus o compete to please their
customers is one strategy:. lorcing
governments external service organizations
to do the same is another. In a ume of
scarce public resources., we can no longer
atford so many service monopolies. Many
tederal organizations should begin to
compete with private companies. Consider
the National Oceanic and Atmospheric
Administration.

Action: e Nutional Occanic and
Aemospheric Administrarion (NOAA) widl
expertment with a program of public-
private competition to help fulfill its
mission.”

NOAA, a part of the Commerce
Department, maintains a tleet of ships to
support its research on oceans and marine
life and its nautical charting. But its fleet is
reaching the end of its projected life
expectancy. And even with the fleer, NOAA
has consistendy fallen tar short of the 5.000
davs at sea that it claims to need each vear
to tulfill ics mission. NOAA faces a basic
question—whether to undertake a toral
fleet replacement and modernization plan,
estimated to cost more than $1.6 billion in
the next 15 vears, or charter some privacely
owned ships.

The experience of the US. Army Corps
of Engincers, which contracts out 30 o 40)
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percent of its ocean tloor charting to private
firms, shows that the private sector can and
will do this kind of work. Competition
among, private companies for these services
also might reduce NOAAS costs.

Action: fhe Defense Deparoment will
implement a comprehensive program of
confracting non-core jinctions
competitively.”’

The Defense Department is another
agency in which necessity is becoming the
mother of invention. Facing a swittly falling
budget. the deparement literally can't atford
to do chings in its usual w.t\'—upcci-xllv
when private tirms can perform DOD’s
non-core functions better. cheaper. and
taster. Functions such as command.
deplovment. or rotacion of troops cannot be
contracted. of course. But data processing,
billing. pavroll, and the like certainly can.

Private firms—including many defense
contractors—contract out such functions.
General Dynamics, for instance, has
contracted with Computer Services
Corporation to provide all its information
technology functions. data center
operations, and necworking. But at the
Pentagon. a bias against out-sourcing
remains strong. Only a commitment by
senior leaders will overcome that bias.

In addition to the cultural barriers at the
Pe entagon, numerous statuory roadblocks
exist. In section 312 of the fiscal year 1993
DOD Authorization Act, for example,
Congress stopped DOD from shifting any
more in-house work to contractors. Another
law requires agencies to obtain their
construction and design services from the
Army Corps of Engineers or Naval Facilities
Engineering Command. The
administration should drate legislation to
remove both of these roadblocks. It will also
make contracting easier by rescinding its
orders on the performance of commercial
activities and issuing a new order. to
establish a policy supporting the acquisition
of goods and services in the most
cconomical manner possible. OMB will
review Circular A-76. which governs



contracting out, for potenthl changes that
would sunpllﬁ the contracting process and
increase the tlexibility of managers.

Action: .Linend the job liainme
Pavmership AAct to anthorize public und
private competition ;m- the operation of
Job C orps ivilian Conservation
Centers.

The Labor Departments Emplovment
and Training Administration (ITA)
supervises 108 Jab Corps Centers, which
provide training and work experience to
poor youth. '’ he ETA contracts with for-
profit and non-protic C()rpnmtlons o
operate ~8 of the centers. The department
has long sought to contract out the ather
30, now run by the Agriculture and Interior
Departments as Civilian Conservation
Centers. But Congress under the Job
Training l\lrmershlp Act, has passed
legislation barring such action.

Because thev are insulated from
competition, CCC managers have tew
incentives to curt costs and boost quality. For
the past 5 vears, average per-trainee costs at
a CCC have run about $2.000 higher than
at centers run by eantractors. Competition
would force the Irterior and Agriculture
Departments to operate the rural centers
more efficientdy—or risk losing their
aperations to private competitors.

Truth in Budgeting

If federal organizations are to compete for
their customers, they must do so on a level
playing field. That means they must include
their full costs in the price they charge
customers. Businesses do this. but federal
agencics hide many costs in overhead, which
is paid by a central office. Things like rent,
utilities, staff support, and the retirement
benetits of emplovees are often assigned w0
the overall ageney rather than the unit that
incurred them. In this wav, governmental
accounting typically understates the true
cost of any service.

PuTTING CUSTOMERS FIRST

With a new accounting system that
recognizes tull costs—and assigns rent,
utilities, staff support. retirement benefics,
and all other costs to the unit that actually
incurs them—ve can determine the true
costs of what government produces. At that
point, we can compare COss across agencics,
make agencies compete on a level plaving
field. and decide whether we are getting
what we pay for.

Action: Dv the end of 1994, the Federal
Accoumting Stanaavas Advisory Goara
ftl Issue ot set of cost accounting
standards for ail federal activities. 1 hese
standards will provide a method for
identifying the trie unic cost of il
I0VernNment dac rvities.”

Some government agencies have already
moved in this direction. Others have gone
even further. The Defense Department is
experimenting with what it calls a Unir
Cost Budger. It calculates the costs of
delivering a unit of service. then budgets for
the desired service levels.

The Detense Logistics Agency (DLA)
began this experiment. hoping to ease
pressures to contract out its supply depots
to private companies. DLA examined the
cost of receiving and delivering shipments,
then attached a dollar tigure to each item
received and another ro each item delivered.
All money was then appropriated according,
to the number of items shipped or received.
Line iterns disappeared. incentives grew.
The more boxes a depor shipped or
received, the more money that depot
brought in. For the first time, DLA could
calculate its true costs, compare those of’
various installations. and pinpoint
problems. This approach. which enables
managers to set productivity targets. is now
spreading to other military installations.
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STEP 3¢ CREATING MARKET DYNAMICS

ot all public activities should be

subject to competition. as noted

above. In some cases. cven service
deliverv operations are better oft as
monopolies. [n the private sector. we call
these utilities and regulate them to protect
the consumer. They are runina
businesslike tashion. and they respond to
the market. (For instance. they have
stockholders and boards, and they can
borrow on the capital markets.) They
simply don't tace competition.

Many governments. including our
tederal government. do something very
stmilar. They create government-owned
corporations to undertake specitic tasks.
The Postal Service and Tennessee Valley
Authority are two examples. Such
corporations are free from many restrictions
and much of the red tape facing public
agencies, but most of them remain
monopolies—or, as with the Postal Service.
partial monopolies.

At other times governments subject
public organizations to market dynamics.
stimulate the creation of private enterprises.
or spin off public enterprises to the private
sector. To get the best value for the
taxpavers dollar, the federal government
needs to use these options more otten.

Consider the National Technical
Information Service (NTIS), a once-failing
agency in the Commerce Department that
turned itself around in a brief vears time.
Established to disseminate federally funded
scientific and technical information. NTIS
was, until recently, not meeting its mission.
The agency, which receives no congressional
appropriations, was suftering serious
financial problems. selling fewer documents
cach year to its mostly private sector
customers. and charging higher and higher
prices on those it did sell.

Commerce—not surprisingly—
considered abolishing the agency: A vear
carlier, the department’s inspector general
had concluded that N'TIS's reported
carnings of $3.7 million were vastly

overstated. that it suttered $674.000 in
additional operating losses in 1989, and
that its procedures in handling such losses
and cash shorttalls violated government
accounting principles and standards.

Commerce instead decided to turn the
agency around. The effort worked. NTIS's
revenues and sales are both up. Why?
Because the agency was forced to respond to
its customers unhappiness. NTIS reduced
the turnaround time on its orders. cut
complaints about incorrect orders, and
dramatically slashed the percentage of
unanswered phone calls. Consequently.
most business customers who turned away
in the 1980s have returned. NTISs
turnaround shows what can happen when
public organizations tace the pressure of
customer demands. **

Orher agencies may require a structural
change to enhance their customer service.
Because it's run as a public agency. tor
instance, the Federal Aviation
Administrationss air tratfic control (ATC)
svstem is constantly hamstrung by budger,
personnel, and procurement restrictions. To
ensure the safety of those who flyv. the FAA
must frequently modernize air trathic
control technology. But this has been
virtually nnposslblc because the FAAs
money comgs in annual appropriations.
How can the FAA maintain a massive. state-
of-the-art, nationwide computer system
when it doesnt know what its appropriation
tor next year or the vears bevond will be?

Asa result, the 10-vear National Airspace
Plan, begun in 1981, is now 10 vears
behind schedule and 32 percent over
budget. Federal personnel rules aggravate
the problems: The FAA has trouble
ateracting experienced controllers to high-
cost cities. With no recent expansion, the
svstem lacks the capacity to handle all air
travel demands. Consequently. airlines lose
about 82 billion annually in costs for
additional personnel. equipment, and excess
fuel. Passengers lose an estimated $1 billion
annually in delays.




America needs one seamiess air trattic
<ontrof svstem from coast to coast. It should
be run in a businesslike tashion—able to
borrow on the capital markets. to do long-
term tinancial planning, to buy equipment

tneeds when i needs it and to hire and
Hre in reasonable fashion. Fhe soludon is a
covernment-owned corporation.

Action: . cruerne e ves L
l’.’.’-;l' . ffl/f."(l{. SUNIOCRE DINEO o8 00000,
“There is an overwhelming consensus in
the aviation community that the A TC
svstem requires fundamental change it
aviation’s positive contribution to trade and
wurism is to be sustained.,” one study
concluded carlier this vear. ™
The ATCH problems can't be fixed
without a major reorganization. Under its
current structure, the system is subject to
tederal budget. procurement. and personnel
rules designed to prevent mismanagement
and the misuse of funds. The rules.
however, prevent the system from reacting
quickly to events, such as buyving the most
up-to-date technology. I its recent report.
Change, Challenge, and Comperition, the
National Commission to Ensure a Strong
Competitive Airline Industry, chaired by
former Virginia Governor Gerald Baliles.
reccommended the creation of an
mdependent federal corporate entity within
the Transportation Department. We agree.
We should restructure the ATC into
1 government-owned corporation,
supported by user tees and governed by a
board of directors that represents the
AWSICIM'S customers. s CUSTOMCT use rises.
so will revenues, providing the funds
needed to answer rising customer
demands and finance new technologies to
improve safety. Relieved of its ()pLI‘.l[lOIhl]
role, the FAA would focus on regulating
aten, With betrer, safer service, we all
would beneiic This approach has already
worked in Great Britain, New Zealand.,
and other countrie..
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In asset management, 1o, government
could take a few lessons from business. We
must begin to manage assets based on their
rates of return. A good place o startis in
the General Services Administration,

The tederal government owns assets—
land. buildings, cquipment—that are
cnormous in number and value. Bu it
manages them poorlv. Like several other
agencies. GSA wears two haes: with one, it
must provide ottice space o federal
agencies. With the other, itserves as
manager and trustee of huge real estate
holdings tor American taxpavers. It cannot
do both—at least not well. Should i
maximize returns tor axpavers by selling a
valuable asserz Or. as thie office space
provider. should it require an ageney to
oceupy one of its own bunldms,s when less
expensive leased space is availablez

GSA will ereate a Real Property Asset
Management Enterprise, solelv responsible
for managing tederally owned real estate to
oprimize the rate of return for Laxpayers,
while competing with the private scctor and
better serving tenants’ needs.

Action: e Dcparoment or fousme
ana Urban evetopment witl turn orer
NANAGENICNT DT 1S “areet yate s il
DFOPEITIOS ditd inariouse iogis 1o 1w
artvate sectors”

The l)Lp.utmcnt ol Housing and U'rban
l)wdopmuu (HUD) has a growing,
workload of problem multi- family loans and
toreclosed properties. In addition, restrictive
rules and ourdated practices hamper its
management of these assets. Racher than
more statt, HUID needs a new approach.

L IU' D, which oversees the Federal
Housing Administration. owns many loans
and properties it acquired from the FHA
when owners defaulred on their loans.
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These “market-rate” assets—which were
never set aside for low-income people—
have fewer restrictions on disposal than
most HUD-subsidized properties. But in
trying to sell the assets, HUD still faces a
variety of legal and political pressures. If the

THAVE WORKS BriiitrR & Costs Liss

department entered into limited
parenerships with real estate firms, it could
retain most profits from any sales and let a
private business entity perform the sales in
the most economically beneficial way.

STEP 4: USING MARKET MECHANISMS
To SO1vE PROBLEMS

overnment cannot create a
program tor every problem fucing
the nation. It cannot simply raise

taxes and spend more monev. We need

more than government programs to solve
our problems. We nced governance.

(sovernance means setting priorities,
then using the federal governments
immense power to steer what happens in
the private sector. Governance can take
many forms: secting regulations, providing
financial incentives, or ensuring that
consumers have the information thev need
to drive the market.

When the Roosevelt administration
made home ownership a national priority,
the government didn't build millions of
homes or distribute money so families could
buy them. Instead. the Federal Housing
Administration helped to create a new kind
of mortgage loan. Rather than put down 50
percent, buyers could put down just 20
percent; rather than repay mortgages in 5
vears, borrowers could stretch the payments
over 30 years. The government also helped
to create a secondary market for mortgages.
helping even more Americans buy homes.

As we reinvent the federal government,
we, too, must relv more on market
incentives and less on new programs.

Worker Safety and Health

Today, 2,400 inspectors from the
Occupauoml Safety and Health
Administration (OSHA) and approved state
programs try to ensure the safety and health
of 93 million workers at 6.2 miilion

“y

worksites. The svstem doesnt work well
enough. There are only enough inspectors
to visit even the most hazardous workplace
once every several vears. And OSHA has the
personnel to tollow up on only 3 percent of
its inspections.

Action: /e Secretary of Labor will
issue new regulations for worksite safety
and health, relying on private inspection
companies or ion-management
employees.’”

Government should assume a more
appropriate and effective role: setting
standards and imposing, penalties on
workplaces that don't comply. In this way,
OSHA could ensure that all workplaces are
regularlv inspected, without hiring
thousands of new employees. [t would use
the same basic technique the federal
government uses to force companies to keep
honest financial books: setting standards
and requiring periodic certification of the
books by expert financial auditors. No army
of federal auditors descends upon American
businesses to audit their books; the
government forces them to have the job
done themselves. In the same way, no army
of OSHA inspectors need descend upon
corporate America. The health and safety of
American workers could be vastly
improved—without bankrupting the
federal treasury.

The Labor Secretary already is authorized
to require employers to conduct certified
self-inspections. OSHA should give
employers two options with which to do so:
They could hire third parties, such as




private inspection companies: or they could
authorize non-management employees, atter
training and certification. to conduct
inspections. [n cither case, OSHA wouid set
inspection and reporting standards and
conduct random reviews, audits, and
mspections to ensure quality:

Within a vear or two of issuing the new
regulations, OSHA should establish a dliding
sale of incentives designed to encourage
workplaces to comply: Worksites with good
health, safery. and compliance records would
be allowed to report less trequently to the
Labor Diepartment. to undergo tewer audits.
and to submit less paperwork. OSHA could
also impose higher fines for emplovers whose
health and satery records wonened or did not
Improve.

Environmental Protection

As governments across the globe have
begun to explore better ways to protect the
environment. they have discovered that
market mechanisms—fees on pollution,
pollution trading systems, and deposit-rebate
sstems—an be effective alternatives to
regulation. But while the idea of “nuking the
polluter pav™ is widely accepred in this
country: our governments have not widely
applied ic. Many federal, state, and focal
regulations rely on an earlier approach to
environmental control: stipulating treatment.
not outcomes. Their wholesale shift to a new
approach will take time.

Action: . o age mai keot-Dasee
approaches o reduce poltlution.

Many federad agencies. lawmakers, and
environmental groups endorse using market-
based incentives to meet environmental goals.
We propose that both EPA and Congress use
administrative and legislative measures—tor
example, the Clean Wiater Act—to promote
market mechanisms to stop pollution.

One route is allowing polluters to “trade”
pollution rights. This would reward
companices that not only meet legal
requirements—but go the extra mile 1o reduce

PUTTING CUSTOMERS FIRST

pollution by more than the law requires.

Rather than dictating exactly which
twehnologies industry should use to reduce
pollution. the government would ser standards
and ket the marker handle the details, The
covernment cotld also assess fees based on the
amount and nature of pollution emissions or
discharges. Fees could retlect the qualin.
toxicity, and other adverse characteristics of
pollutues,

e federal government has used chis
approach betore. In the 19705, the
Environmeneal Protection Agency (1PA)
distributed credits to companies that cur air
poliution and let them trade credits berween
different sources of their own pollution or scll
them to other companies located nearby. in
the 19805, the EPA used a similar approach as
it torced industry to remove lead from
gasoline. Both efforts were successtul: industry
met its targets, while spending billions ot
dollars less than othenwise would have been
required. Then. as part of the 1990 Clean Air
Act. the President and Congress agreed to give
credits to coal-burning electric power plants
for their allowable emissions of sulfur dioxide,
10 cut down on acid rain. Power plants thar
cut their emissions below a certain level can
<2ll unused credits to other plants. Experts
estimate that this will cut the cost of reducing
sulfur dioxide emissions by several billion
dollars a vear. ™

Public Housing

For nwo decades, public housing was a
success. But by the 19705, it had come to
svmbolize eve rvthm" wrong with the

“Tiberal™ approach to social problems.
Inflexible tederal standards, an overly
centralized adminiserative structure, and
local political pressures combined o
produce cookie-cutter high-rise projects in
our worst urban areas. Over time, many
projects degenerated into hopeless
coneentrations of welfare families beset by
vinlence and erime.

e spend $13 billion a vear on public
housing, but we create tew incentives for
better management. In local housing
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agencies. managers are hamstrung by
endless tederal regulations that offer litde
flexibility. Any savings they generate are
simply returned to the government.

Tenants enjoy even less tlexibiliry. With
housing subsidies attached to buildings. not
people. the programs clients have no choice
abourt where to live. They, theretore. have
absolutely no leverage—as customers—over
the managers.

Action: .luthorize the Department of
Housing and Urban Development to
create demonstration projects that free
managers from regulations and give
tenants new nuirket powers. such as
Sfieedom of choice ta move out of old
public housing buildings.

We want to let public housing
authoriries, through not-for-protit

Conclusion

e know from experience that

monopolies do not serve

customers well. It is an odd fact
of American life that we attack monopolies
harshly when they are businesses, but
embrace them warmly when they are public
institutions. In recent vears, as fiscal
pressures have forced governments at all
levels to streamline their operations, this
attitude has begun to break down.
Governments have begun to contract
services competitively: school districts have
begun to give their customers a choice:
public managers have begun to ask their
customers what they want.

This trend will not be reversed. The

quality revolution sweeping through

e R SR rmiodinstan dommmmerieri——

subsidiaries, compete for new construction
and modernization funds that they would
use to create market-rate housing. The
managers would manage this new housing
free of most regulations. provided they met
performance standards sct by HUD. They
would rent to i mix of publicly subsidized
and market-rate tenants. The rents of
unsubsidized tenants would help to tinance
the subsidies of assisted tenants.

With portable subsidies. publicly assisted
tenants could look for housing wherever
they could find it. Rather than dependent
beneficiaries, forced to live where the
government savs, they would become
“paving customers.” able to choose where to
live. Thus, public housing managers would
no longer have guaranteed tenants in their
buildings: they would have to compete tor
them.

American businesses—and now penetrating,
the public sector—has brought the issue of
customer service tfront and center. Some
federal agencies have alreadv begun to
respond: the IRS, the Social Security
Administration, and others. But there is
much, much more to be done. By creating
competition between public organizations,
contracting services out to private
organizations, listening to our customers.
and embracing market incentives wherever
appropriate, we can transform the quality of
services delivered to the American people.

[n our democratic form of government,
we have long sought to give people a voice.
As we reinvent government, it is time we
also gave them a choice.

O T el stk kel i SR 37 W e

atdien s viivet al A7 % AU v e S,



Chapter 3

EMPOWERING EMPLOYEES TO

GET RESULTS

Like twa mnagers and give to each the same wmber of biborers ane let those laborers be equal

mall yespecs. et bothy managers vise equally early, go equally late to rest, be equally active, sober,

and industrions, and vet, i the cowse of the year. one of them. without pushing the hands thae
are wnder hive move than the other, shall have perfarmied infinitely move work.

George Washington

When Narure Ias work to be done, sie creates a genius to do it.

wo hundred years ago,
George \‘(’.lshlnuton
recognized the common
sense in hiring and
promoting productive
managers—and taking
authority away from unproductive ones.
One hundred vears ago, Emerson
observed that we all share a common
genius, ignited simply by the work at
hand. These American originals defined
the basic ingredients of a healthy, productive
work environment: managers who
innovate and motivate, and workers who
are free to improvise and make decisions.
Today, our tederal government’s exccutive
brazich includes 14 cabinet departments,
135 agencies and hundreds of boards and
commissions. [hese entities employ more
than 2.1 million civilians (not counting the
Postal Servicer, and 1.9 million members of
the military. spend $1.3 trillion a year, and.
directly or indirectly, account for one third
of our national cconomy'. Their tasks are
both massive and difficult. As the National

Ralph Waldo Emerson

Academy of Public Administration wrote
not long ago. “The tederal government now
manages ... some of the most important and
complex enterprises in the world.™ But it
does not manage them well.

Admittedly, * managcmcnt is a fuzzy
concept. hard to recognize or define. But
poor management has real consequences. -
Moncy is wasted. Programs don't work.
People aren't helped. That's whart taxpayers
and customers see.

Inside government, bad management
stifles the morale of workers. The “system”
kills initiative. As Vice President Gore,
responding to the concerns of Transportation
Deparument employees. put it

One of the problems with a centralized
bureaueracy is that people ger placed in
these rigie categories. requlations bined
them, procedures bind them, the
organizational chart binels them to the
old ways of the past. .. The message over
time to...conployees becomes: Dont oy ro
do something new. Dont oy to change
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established proceduves. Dont 1y to adapt
to the new circumstances your olﬁw or
agency confronts. Because youve going 1o

get in trouble if you mv to do things
differently.”’

Curtting red wape, organizing services
around customers, and creating
competition will start to generate an
environment that rewards success. Now. we
must encourage those within government to
change their ways. We must create a culture
of public entrepreneurship.

Our long-term goal is to change the very
culture of the federal governmens... A
government that puts people first, puts its
employees first, roo. It empowers them, freeing
them from mind-numbing rules and
regulations. It delegates authority and
responsibility. And it provides for them a clear

sense of missic.

Vice President Al Gore
Speech to National Performance Review members
May 24, 1993

But changing culture is a lot harder than
changing rules and regulations. An attitude
of powerlessness and complacency pervades
the federal workplace. As one veteran of
many government reform initiatives
observed, “Changing government is a bit
like moving the town cemetery. It's much
harder to deal with the feelings it arouses
than with the relocation itselt.”

The Quality Imperative
Of course. many thought that turning
General Motors around would be

impossible. If you talked to their employees,
the same undoubtedly was true of General
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Electric. Motorola, Harley-Davidson, and
scores af leading corporations before they
¢mbraced a new management philosophy.
In the 19705 and 1980s, as technology
began to revolutionize everything and
global competitors began to take away
market share, firms that had grown fat and
happy had to face the facts: This wasnt the
1950s anymore.

These tirms quickly discovered that
cconomists can be wrong: Moreisnt always
better: betreris better. One by one, they
began to pursue a new goal—qualiny—
and to reorganize their entire businesses
around it.

The qualicy imperative is simple: Do
cverything simarter, better, faster, cheaper. It is
not simple, however, to obey. It means
dismantling the old ways of doing business.
The same tired command hierarchies that
continue to bind government are being
scrapped daily by companies on the rise. In
their place. firms seek new ways to manage
and organize work that develop and use the
tull talents of every employee. They want
everyone to contribute 1o the bottom line—
that is, to produce goods and services that
match customer needs at the lowest cost
and fastest delivery time.

The quality movement has spawned
many proven methods and mantras, each
with its loyal fans: management by results;
total quality management: high-performance
organization: business process reengineering,
But the quest for qualitv—in performance,
product. and service—unifies them all.

Governmenc has recognized the quality
imperative. In 1987, the U.S. Department
of Commerce instituted the Malcolm
Baldrige National Quality Award. Now the
object of fierce competition, it recognizes
private firms that achieve excellence by
pursuting quality management. In 1988, the
Federal Quality Institute began awarding,
the Presidential Award for Quality to federal
agencies that do the same. The Presidential
Award criteria, modeled on Baldrige, set
new standards for federal government
performance. The President should
encourage all department and agency heads
to manage with these criteria in mind.




Changing the Culture: Power and
Accountability

Companies do not achieve high qualiey
simply by announcing it. Nor can they get
0 qu.llm by hiring » the services of the
roving bands of consultants who promise to
turn businesses around overnight. They do
it by turning their entire management
swstems upside down—shedding the power
to make decisions from the sedimencary
lavers of management and giving it to the

EMPOWERING EMPLOYEES TO GET RESULTS

people on the ground who do the work.
This rewrites the relationship between
managers and the managed. The bright line
that separates the two vanishes as evervone
is given greater authority over how to get
their job done.

But with greater authority comes greater
lcspomlblhrv People must be accountable
for the results they achieve when they
exercise authority. Of course. we can only
hold people accountable it chey know what
is expected of them. The powerless know

The Federal Quality Imperative

he Presidential Quality Award sets forth
seven principles to identify excellent
government agencies:

* Leadership: Are vour top leaders and
managers personally committed to
creating and sustaining your organization's
vision and customer focus? Does your
effort exrend to the management system,
labor relations, external partnerships, and
the fulfillment of public responsibilities?

¢ Information and Analysis: Do your data,
information, and analysis systems help you
improve customer satisfaction, products,
services, and processes?

* Strategic Quality Planning: Do you have
short-term and long-term plans that
address customer requirements; the
capabilities necessary to meet key
requirements or technological
opportunities; the capacities of external
suppliers; and changing work processes to
improve performance, productivity
improvement, and waste reduction?

» Human Resource Developmml and
Management: Is vour agencys entire
workforce enabled to develop its full

potential and to pursue performance
goals? Are you building and maintaining
an environment for workforce excellence
that increases worker involvement,
education and training, employee
performance and recognition systems, and
employee well-being and satisfaction?

Management of Process Quality:

Does your agency systematically and
continually improve quality and
performance? Is every work unit
redesigning its process to improve quality?
Are internal and external customer-
supplier relationships managed hetter?

Quality and Operational Results: Are
you measuring and continuously
improving the trends and quality of your
products and services, your business
processes and support services, and the
goods and services of your suppliers? Are
you comparing your data against
competitors and world-class standards?

Customer Focus and Satisfaction: Do
you know what your customers need? Do
you relate well to your customers? Do you
have a method to detennine customer
satisfaction?
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thev are expected onlv to obey the rules.
But with many rules swept awav. what is
expected from the empowered?

The answer is results. Results measured as
the customer would—by better and more
efficiently delivered services. If the staff in

1

Ovur bedrock premise is that ineffective
government is not the fault of people in it.
Our government is full of well-intentioned,
hard-working, intelligent people—managers
and staff. We intend 10 les our workers pursue
excellence.

Vice President Al Gore
Reinventng Government Summit

Philadelphia, June 25. 1993

an agency field office are given greater voice
over how their workplace and their work are
organized, then the customer deserves to
spend less time waiting in line. to receive a
prompt answer—and cvcr\'thmg else we
expect from a responsive government.

So how do we change culture? The
answer is as broad as the system that now
holds us hostage. Part of it, outlined in
chapter 1 . lies in liberating agencies from
the cumbersome burden of over-regulation
and central control. Part of it. detailed in
chapter 2, hinges on creating new incentives
to accomplish more through competition
and customer choice. And part of it
depends on shifting the locus of control:
empowering emplovees to use their
judgment: supporting them with the tools
and training they need: and holding them

accountable for producing results. Six steps,
described in this chapter, will starc us down
that road:

First. we must give decisionmaking
power to those who do the work, pruning
layer upon layer of managerial overgrowth.

Second, we must hold every organization
and individual accountable for clearly
understood, feasible outcomes.
Accountability for results will replace
“command and control” as the way we
manage government.

Third, we must give tederal emplovees
better tools for the job—the training to
handle their own work and to make
decisions cooperatively, good information.
and the skills to take advantage of modern
computer and telecommunications
technologies.

Fourth. we must make federal offices a
better place to work. Flexibility must extend
not only to the definition of job tasks but
also to those workplace rules and conditions
that still convey the message that workers
aren’t trusted.

Fifth, labor and management must forge
a new partnership. Government must learn
a lesson from business: Change will never
happen unless unions and employers work
together.

Sixth, we must offer top-down support
for bottom-up decisionmaking. Large
private corporations that have answered the
call for quality have succeeded only with the
full backing of top management. Chief
executive officers—from the White House
to agency heads—must ensure that
evervone understands that power will never
flow through the old channels again. That’s
how GE did it; that's how we must do it as
well.
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STEP 1: DECENTRALIZING DECISIONMAKING

POWER

o people working in any large
nraammuon-—publlc or private—
“headquarters” can be a dreaded

word. [ts where cumbersome rules and
regulations are created and good ideas are
buried. Headquarters never understands
problems. never listens to emplovees. When
the Otfice of Personnel Management
(OPM) surveved federal emplovees. tewer
than halt expressed any confidence in
supervisors two lavers above them-—or any
confidence at all in their organizations
overall structure. !

Lvervone knows the truch: Management
two often is happily unaware of what occurs
at the tront desk or in the field. In face, it
the people who work closest to problems
who know the most about solving them. As
one tederal emplovee asked Vice President
Gore, "1 we cant tell what we're doing righe
and wrong, who better can?”

The Social Security Administration’s
Atlanta field office has shown the wisdom
of empowering workers to fultill their
mission. Since 1990, disabilicy benetic
claims have risen 40 percent, keeping tolks
in the Adanta office busv. So workers
created a reinvention team. They quickly
realized that if they asked customers to
bring along medical records when filing
claims. workers could reduce the time they
spent contacting doctors and requesting the
records. That idea alone saved 60 davs on
the average claim. Even beteer. it saved
taxpavers $351.000 in 1993, and will save
halt a million dollars in 1994, The same
workers also found a better, cheaper way to

process disability claims in cases reviewed by

administrative law judges. Instead of asking
judges to send them written decisions. they
created a system for judges to send decisions
electronically. lts quicker. and it climinares
paperwork, too.”

Now here’s the other side of the coin. A
Denver LPost reporter recently uncovered this
burcaucracy-shaking news: I takes 43
peaple to change a light bulb.

An internal memo written by a
manager ar the U.S. Department

of Energy {Rocky Flars! plans
reconnnended a new safety procedure for
“the replacement of a light bulb in a
criticality beacon.” The beacon, similar
10 the revolving red lamp arop a police
cdn warns workers of nuclear accidents.
The memo said that the job showic rike
at least +.3 people over 1.087.1 howrs t
replace the light, It added thar the same

Job used to take 12 workers 4,135 hours.

The memo called for a planner 1o mect
with six others at @ work-conrol
meeting: talk with other workers who
have done the job before: meet again: get
signatures from five people ar that work-
control niecting: ger the project plans
approved by separate officials orerseeing
safety, logistics, waste management and
plant scheduling; wait for @ monthty
mrmz/zry—bmz on test: direct electricians
t0 replace the bulb; and then test and
verify the repair®

1 had seven veams of people each restructure
our business... After the third presentation, my
executive assistant...said to me, “Bill, this stuff
is fabulous. In fact, we never would have
thought of these things.”

But you've got to trust. People don’t come
to work with the intent of screwing it up
every day. They come here to make it better.

Bill Goins, President

Xerox Integrated Systems Operations,
Reinventing Government Summit,
June 25,1293

¢
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“This example drives the point home: Too
many rules have created too many lavers of
supervisors and controllers who, however
well-intencioned, wind up “managing”
simple tasks into complex processes. They
waste workers' time and squander the
taxpayers money.

Decentralizing the power to make
decisions will energize government to do
everything smarter, better. faster, and
cheaper—it only because there will be more
hands and heads on the task at the same
time. Vice President Gore likens the effect
of decentralization to the advent of “massive
parallelism™~-the technology used in the
world’s tastest supercomputers. Standard
computers with central processors solve
problems in sequence: One by one. each
element of information travels back and

Roam on the Range

anchers, allowed to graze their cartle in

Missouri’s Mark Twain National Forest,
regularly must move their herds to avoid over-
grazing any plot of land. Until recently, ranchers
had to apply at the local Forest Service office for
permits to move the cactle. Typically, the local
office sent them on to the regional office for
approval, which, in some cases, sent them on to the
national office in Washington. Approval could take
up to 60 days—long enough, in a dry season, to
hure the forest, leave the cows hungty, and annoy
the rancher.

Thanks to an employee suggestion, the local
staffer now can settle the details of moving the herd
directly with the rancher. If the rancher comes in
by 10 a.m., the cattle can be on the move by noon.
Ranchers are happier, cattle are fatrer, the
environment is better protected—all because local
workers now make decisions well within their
judgment.

tHAL WORKS BETTIR & COSES LESS

forth from the machine’s central processor.
Ic’s like running six errands on Saturday, but
going home between each stop. Even at the
speed of light, that takes time. In massively
parallel computers. hundreds of smaller
processors solve different elements of the
same problem simultaneously. It's the
equivalent of a team of six people each
deciding to take on onc ot the Saturday
errands.

Americas best-run businesses are realizing
enormous cost savings and improving the
quality of their products by pushing
decisions down as far as possible and
climinating unnecessary management
layers. The tederal government will adopt
this decentralized approach as its new
standard operating procedure. This
technique can unearth hundreds of good
ideas, eliminate employce trustration, and
raise the morale and productivity ot an
entire organization.

If offered greater responsibility, will
employees rise to the task? We are confident
they will. After all, few people take up
federal work for the money. Our interviews
with hundreds of federal workers support
what survey after survey of public service
workers have found: People want
challenging jobs.” Yer, thacs exactly what
our rule-bound and over-managed system
too often denies them.

Action: QOver rie next five vears, the
executive branch will decentralize
decisiommaking, and increase the average
span of a manager’s control.’

Currently, the tederal government
averages one manager or supervisor for
every seven employees.” Management
expert Tom Peters recommends that well-
performing organizations shouid operate in
a range of 25 to 75 workers for every one
supervisor.’’ One "best company” puts
Peters’ principle to shame: “Never have so
many been managed by so tew,” Rirz-
Carlton Vice President Patrick Mene told
Vice President Gore at the Philadelphia
Summit. “T'here’s onlv about 12 of us back
in Atlanta for 11,500 employees. And it

.~ i, e




really starts with passionate leadership.™

Working toward a quality governmen
means reducing the power ot headquarters
vis-a-vis field operations. As our reinvented
vovernment begins to liberate agencies from
over-regulation, we no longer will need
280,000 separate supery isory statt and

420,000 “systems control” statf to support
then. - Instead. we will encourage more of
our 2.1 million federal employees to
become managers ot their own work.

Puc simply, all federal agencies will
delegate. decentralize. and empower
emplovees to make decisions. This will fet
front-line and front-ottice sworkers use their
creative judgment as they otter service to
customiers and solve problems.

As part of their performance agreements
with the President. cabinet seeretaries and
ageney CEQs will set goals for inereasing
the span of control tor every manager. (See
Step 3.) The tederal government should
seek to double its managerial span ot
control in the coming vears.

Some empiovees may view such pruning
as threatening-—to their jobs or their
chances for promotion. It is true thar the
size of the tederal worktorce will decrease.
Burt our goal is to make jobs meaningtul
and ch.:.llenmng, Removing a laver of
oversight that adds no value to customers
does more than save money: It
demonstrates trust in our workers. It otters
emplovees in dead-end or deadly dull jobs a
chance to use all their abilities. It makes the
tederal government a beteer place to work—
which will in turn make federal workers
more productive.

As private companies have tound, the
key to improving service while redeploving
statt and resources is thinking about the
organizations statfing and operating needs
from the perspective ot customer needs.
What does each persons task add in value
to the customer? The Postal Service has
developed a single eriterion: It asks. “Do
they touch the mail?™ Where possible, other
agencies should develop similar simple,
casy-to-understand criteria.

Pionccering federal otfices have used the
full varicty of quality management

EMPOWERING EMPLOYEES TO GET RESULTS

techniques to decentralize. Many focus on
passing decisions on to the work teams that
deal direcdy with the customer. Some have
praduced impressive resules, both in
productivity and management delavering,

The laternal Revenue Services Harttord
district oftice slashed the dme required to
process i form on “currendy non-
collectible™ taxes from 1.6 davs to 1.4
days. Then it replaced time-consuming case
reviews with an automared case
management system and began using the
managers time to upgrade emplovees skills.
Delinquent tax doftars collected rose by 22
percent. The oftice chose not to fill vacant
management positions. investing, part of its
statt savings in new technology to boost
productivie turcher. l\entu.lllv it cur
overall case processing time trom 40 to 21.6
weeks. !

At the Robins Air Foree Base, the 1926th
Communications-Compurer Svstems
Group cut its supervisory staft in half by
organizing into teams.'™ An Agriculture
Department personnel oftice thae converted
to self-managed work teams beeted up
customer satisfaction and now uses only
one manager tor every 23 emplovees. At the
Defense l.()}_,lbthb Agengy, sclt-managing
teams in the Detense Distribution Region
Central eliminated an entire level of
management, saving more than $2.5
million a vear.*™ In 1990, the Airwavs
Facilities Division of the Federal Aviation
Administration maintained approximately
16,000 airspace facilities. with roughly
14.000 employecs. Today its workforce is
organized in selt- mamwd teams instead of
units with supervisors. They now maintain
more than 26.000 facilitics with only 9,000
employees.

Other decentralization and delavering
plans are in the works. After a successhul
pilot program in 11 field service sites, the
Department of \eterans Afhairs is
recommending an agencywide effort.’”
Over the nexe 5 vears. the Departrment of
Housing and Urban Development (HUD)
plans to convere HUD's field structure from
three to two levels, climinating the regional
offices, HUD will free its five assistant
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secretaries to organize their own functions
in the field. It will transter many of its
application and loan processing functions
to private tirms. While letting staft
actrition dictate staft reductions—

HUD promises no lavotts—HUD plans to
retrain and redeplov people into more

STEP

ts casy to understand why federal

employees—including the hundreds

who aired their deep frustrations to the
National Performance Review—would care
about empowerment. It adds new, positive
dimensions to their jobs.

But why should taxpayers or social
security recipients care? Taxpavers arent
interested in what rules bureaucracy
follows. But thev do care. deeply, abour
how well government serves them. They
want education programs to give voung
people basic skills and teach them how o
think. anti-poverry programs that bring the
unemploved into the economic mainstream
for good. anti-crime programs that keep
criminals off the streets, and environmental
programs that preserve clean air and water.
[n other words. they want programs that
work.

But management in government does
not judge most programs by whether they
work or not. [nstead. government tvpically
measures program activity—how much it
spends on them, or how many people it has
assigned to statt them. Because government
focuses on these “inputs” instead of real
results, it tends to throw good money after
bad. It pours more dollars into the old

What you do thunders so loudly, I cannot
hear what you say to the contrary.

Ralph Waldo Emerson

Tivt WoRKs Brrorr & Costs Less

HOLDING ALL FEDERAL EMPLOYEES
ACCOUNTABLE FOR RESUITS

interesting jobs. with better carcer ladders
and better access to managers. HUD
believes its restructuring effort will improve
customer service while saving $157.4
million in personnel and overhead costs. '™

cducation programs even as student
performance sinks. It cnrolls jobless people
in training programs that teach by the
book. but places few graduates in well-paid
jobs.

A recent management survey of the
fargest 103 tederal agencies sketches in stark
reliet chis lack of focus on real results. Two-
thirds of the agencies reported that they
had strategic plans. Buc only nine said they
could link those plans to intended results.'
[ other words, many had planned. but few
knew where thev were going, That’s a bit
like trving to steer a ship by looking at its
wake. As a result, some of our worst
examples of “waste™ are not rooted in
corruption or incompetence, but rather in
the simple lack of knowing what we are
actuallv trying to accomplish. As one
dgspmrmg tederal emplovce told us.

“Process is our most important product.”

Recommendations by the National
Performance Review aim to revolutionize
our method of navigation. "Today.” Vice
President Gore told one departmental
meeting, “all we measure is inputs. We
don't measure outputs—and thats one of
the things we'e going to change
throughour the fcder.ll governmenr.”

Measurmg outputs is easy in principle. It
means measuring how many unemploved
people get jobs, not how many people look
tor help at local Emplovment Service
offices. Or it means measuring how many
people received their social security checks
on time, not how many checks were sent
out from a local office. "Outputs™ are. quite
simply, measures of how government




programs and policies attect cheir
customers. The importance of pursuing the
correct meastres cannot be underestimated.
\s Craig Holt. an Oregon Department or
[ransportation emplovee who has worked
with the ground-breaking Oregon Progress
Board—our nation’s first statewide
experiment in comprehensive pertormance
accountabiline—cautions: “Our focus has
oceurred through our indicators. not
through our strategic plans.”™"

Implementing the Government
Performance and Results Act

To it credit Congress has begun w
recognize this need. In July 1993, it passed
the Government Performance and Resuits
Act—a pivoeal first step toward measuring
whether tederal programs are meeang their
intended objectives. The act requires that at
least 10 federal agencies launch 3-vear pilot
projects, beginning in fiscal 199+, 1o
develop measures of progress. Each agency
pilot will develop annual pertormance plans
that specity measurable goals. They then
must produce annual reports showing how
they are doing on those measures. At least
five pilots will also test "managerial
flexibility waivers —which exempt them
trom some administrative regulations—to
help them perform even better. [n exchange
tor greater tlexibility. thev must set hnghgr
pertormmue rargets. This is exactly the
process of measured deregulation—"we
agree to deregulate vou it vou agree to be
held accountable”——chat must be the basis
ot an empowered and accountable
government.

At the beginning ot fiscal 1998, atter
lcarning trom the pilot programs. all tederal
agencies must develop 3-vear strategic
plans—linked. this time, to measurable
outcomes. By the next vear, every ageney
will be cratting detailed annual pertormance

plans—that is, plans that describe whart they

intend to achieve, not plans that detl how
many pencils they will buv or people they
will hire. And they will have o FCePOFT their
successes and failures in meeting those

. EMPOWERING EMPLOYEES TO GET RESULTS

I: may seem amazing to say, but like many
big organizations, ours is primarély dominated
by considerations of inpus—how much money
do we spend on a program, how many penple
do you have on the staff, what kind of
regulations and rules are going to govern it;
and much less by outpur—does this work, is it
changing peoples lives for the better?

President Bill Clinton

Remarks at the signing of the Government
Performance And Results Act

August 3, 1993

goals. The Othice of Managenent and
Budger mav exempr very small agencies.
and those agencies that caninor casily
measure their outcomes will use qualitative
rather than quantitative goals and
measurements. After all, any agency can, at
the very least. survey their customers and
report the rating they are given.

Setting goals is not something that
agencies do once. It is a continual process in
which goals are raised higher and higher to
push agency managers and staft harder and
harder to improve. As the old business
adage states. "It vou're standing still. vou're
talling behind.”

That is why we strongly support the act.
But agencies should not wait until fiscal
1999 to start integraring performance
measurement into their operations. Nor
should thev limit themsclves to the
minimum mandates of the new law. The
President. through OMB, is encouraging
everv tederal program and agency to begin
strategic planning and pcrh)rmame
measurement., whether icis sclected as a
pilot or not.




TROM RED 139F TO RESULTS @ CREAIING 5 GovEaNMENT 1A WoRrKS BETTER & Costs LLss

oversight to help craft an effective system.
and encourage agencies to improve
measures that are clearly ineffective. OMB
will negoriate stronger goals for agencies
that set their sights too low.

Agencies will gradually build
performance information into their own
budger guidance and review procedures.
into their strategic and operational plans.
and into revised position descriptions for
their budget, management. and program
analysts. Nothing, however, will replace peer
pressure as agencies vie for performance

If government is to become customer-oriented,
then managers closest to the citizens must be
empowered to act quickly. Why must every
decision be signed-off on by so many people? If
program managers were instead held
accountable for the results th. achieve, they
could be given more authority to be innovative
and responsive.

Senator William V. Roth, Jr,
Congressional Record, July 30, 1993

Action: ../ agencies wid begin
developing aned nsing meastranie
objectives and reporting vesuits.

In early 1994—in time to prepare the
fiscal 1996 budgu—-()MB will revise the
budget instructions it gives agencies to
incorporate performance objectives and
results to the greatest extent possible.
Agencies will start measuring and reporting
on their past goals and performance as parc
of their 1996 budget requests. The OMB
instructions, along with executive oftice
policy guidance. will guide agencics as they
dcvelup tull-fledged god setting and
performance-monitoring systems for the
tirst time.

At the outset. managers may feel
unprepared to set reasonable performance
targets. Some will lack any program data
worth its salt on which to base any future
goals or performance projections. Others.
overwhelmed with “input” indicators about
program staffing and spending, will find it
dithcule to figure out whether—or how—
those measures directly relate to achieving
desired outcomes. Agencies will start
preparing themselves by reallocating enough
resources toward performance planning and
measurement over the long term.

OMB will help. lts budget analysts will
be trained to provide feedback and broad

awards or seek public recognition for their
achievements.

Action: Clarify the objectives of federai
programs.”

Many agencies will be unable to set clear
measurable goals until Congress simplities
their responsibilities. Programs are bound
by multiple. often contlicting, legislative
objectives. The complex politics of passing
enabling legislation and then negotiating
annual appropriations forces some programs
to be all things to all people.

For example, a training program targeted
at unemploved steel workers soon is
required to serve unemployed farm workers.
the disabled, and displaced homemakers.
Originally, the programs purpose may have
been to refer people to jobs. But
congressional maneuvers first force it o
offer them training; then to help them find
transportation and daycare. All these are
important activities. But. by now. the
original appropriation is hopelesslv
inadequate, reporting requirements have
multiplied geometrically along with the
multiplicity of goals. and the program is not
simply unmanaged—it's unmanageable. 1f
agencies are to set measurable goals for their
programs, Congress must demand less and
clarify priorities morc.

In'the private sector, leaders do not
simply drop goals on their organizations
tfrom above. Hewlete-Packard. Microsoft.
Xerox, and others involve their tull
workforces in identifving a tew goals that
have top priority, and then demand smaller




work teams o translate those overall goals
into specitic team measures. This process
enables the people direetly responsible tor
meeting the goals to help set them. Tealso
ensures that every part of an organization
aims at the same goals, and that evervone
understands where they fitin. It may scem a
time consuming process, but boars travel
much faster when everyone is pulling their
oar in the same direction.

With a new joint spirit of accountabiliry,
the executive branch plans to work with
Congress to clarify program goals and
objectives, and o identity programs where
lack of dlarity is making it ditticult to get
results.

Holding Top Management
Accountable

When General Eisenhower took
command of the Allied Expeditionary Force
in World War 11, he was given a mission
statement chat clearly Aelineated goals for
his vast organization ot more than a million
and a half men and women: “You will
enter the continent ot Europe and., in
¢ -1junction with the other united nations.
undertake operations aimed at the heart
ot Germany and the destruction of her
armed forces.”

In 19601, President Kennedy gave NASA
an even clearer mission: Put a man on the
moon and return him safely to carth by the
end of the decade. As Vice President Al
Gore told his audience at a meeting with
\'eterans Atfairs Department employees:
“"T'here has to be a clear, shared scnse of
mission. There have to be clearly
understood goals. There have to be
common values according to which
decisions are made. There has to be trust
placed in the emplovess who actually do
the work.™

In Greae Britain, Australia, and New
Zealand, many department and agency
heads are appointed for limited terms and
given performance agreements. Their
reappointments depend on achieving
measurable outcomes, Senior officials from
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these countries sav thar these agreements
have improved organizational performance
more than any other aspect of their
reinventing government cftorts. In the
United States, many local governments do
much the same: In Sunnwvale, California,
managers can carn bonuses of up t 10
percent it their agencies exceed performance
rargets.

Action: e rvestaent snoud deveion
SOFILen pertormaice doreenents 10ith
WCDUPTNICHT 31l Q5eNCY Deads,”

Past ettorts to institute management by
obiectives have collapsed under the weight
of too many objectives and too much
reporting. The President should crate
agreements with cabinet secretaries and
agency heads to focus on the administration’s
strategy and policy objectives. These
agreements should not “micro-manage” the
work ot the agency heads. They should not
attempt to row the boat. They should set a
course,

These agreements will begin with the top
24 agency heads. In fact, Secretaries Mike
Espy at the Agriculture Department and
Henry Cisneros at the Department of
Housing and Urban Development. as well
as Roger Johnson at the General Services
Administration (GSA) and Administrator |.
Brian Atwood of the Agency tor
International Development. are already
working with their top managers on
agrcements.

Not evervone will welcome outcome
measures. People will have trouble
developing them. Public employces
generally don't tocus on the outcomes of
their work. For one thing, they've been
conditioned to think about process: tor
another, measures aren' always easv to
develop. Consequenty, they tend to measure
their work volume, not their results. 1t they
are working hard. they believe they are doing
all they can. Public organizations will need
the several years envisioned under the
Government Performance and Results Act
1o develop useful outcome measures and
ourcome reporting.
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Measuring Outcomes

Outcome-based management is new in the
public sector. Some U.S. cities have
developed it over the past two decades; some
states are beginning to; and foreign countries
such as Great Britain, Australia, and New
Zealand are on their way.

Sunnyvale, California, a city of 120,000 in
the heart of the Silicon Valley, began the
experiment 20 years ago. In each policy area,
the city defines sets of “goals,” “community
condition indicators,” “objectives,” and
“performance indicators.” “In a normal
political process, most decisionmakers never
spend much time talking abour the results they
want from the money they spend,” says City
Manager Tom Lewcock. “With this system, for
the first time they understand what the money
is acsn:ally buying, and they can say yes or
no.™

Sunnyvale measures performance to reward
successful managers. If a program exceeds its
objectives for quality and productivity, its
manager can receive a bonus of up to 10
percent. This generates pressure for ever-higher
productivity. The result: average annual
productivity increases of four percent. From
1985 to 1990, the city’s average cost of service
dropped 20 percent, in inflation-adjusted
dollars. According to a 1990 comparison,
Sunnyvale used 35 to 45 percent fewer people
to deliver more services than other cities of
similar size and type.

At least a half-dozen states hope to follow 1n
Sunnyvale’s footsteps. Oregon has gone
farthest. In the late 1980s, Governor Neil
Goldschmidt developed long term goals, with
significant citizen input. He set up the Oregon
Progress Board, comprising public and private
leaders, to manage the process. The board
developed goals and benchmarks through 12
statewide meetings and written materials from
over 200 groups and organizations. “Oregon,”
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the board stated, “will have the best chance of
achieving an attractive future if Oregonians
agree clearly on where we want to go and then
join together to accomplish those goals.”?

The legislature approved the board’s
recommended 160 benchmarks, measuring
how Oregon is faring on three gencral goals:
exceptional individuals; outstanding quality of
life; and a diverse, robust economy. Seventeen
measures are deemed short-term “lead”
benchmarks, related to urgent problems on
which the board seeks progress within 5 years.
They include reducing the teen pregnancy
rates, enrolling people in vocational programs,
expanding access to basic health care, and
cutting worker compensation costs.

Another 13 benchmarks are listed as “key”—
fundamental, enduring measures of Oregon’s
vitality and health. These include improving
basic student skills, reducing the crime rate,
and raising Oregon’ per capita income as a
percentage of the U.S. average.

Barbara Roberts, today’s governor, has
translated the broad goals and benchmarks into
specific objectives for each agency. This year,
for the first time, objectives were integrated
into the budget——giving Oregon the first
performance-based budget among the states.

Great Britain has instituted performance
measurement throughout its national
government. In addition, the government has
begun writing 3-year performance contracts,
called “Framework Agreements,” with about
half its agencies. These agencies are run by chief
executive officers, many from the private sector,
who are hired in competitive searches and then
negotiate agreements specifying objectives and
performance measures, If they don't reach
their objectives, the CEOs are told, their
agencies’ services may be competitively bid

after the 3 years.




Ultimarely. no one can generate results
without knowing how the “bottom line™ is
defined. Without a performance target.
managers manage blindly, emplovees have
no guidance. policvmakers dont know
whart's working, and customers have no idea
where they may be served best. 1, tor
example, jobless people know how well
graduates of local training programs fare
when looking tor work. thev can beteer
choose which new careers and programs
offer the best prospects. Informed
consumers are the strongest enforeers of
accountability in government.

Action: /e administrarion will issue
one set of Baldrige Awards for quality in
the federat government."

For vears. the executive branch has taken
steps to recognize and support good
performance. In tvpical tashion, however,
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we have created three different award
systems, cach administered by a different
organization. The Federal Quality Institute
(FQI) administers the Presidential Award
tor Quality: the President’s Council on
Management Improvement adminiseers the
Award for Management Excellence: and the
Office of Personnel Management awards
the Presidential Quality and Management
Improvement Awards tor tangible savings to
the government ot more than $250,000.

The administration will issue one set of
presidential awards for quality: The Baldrige
Award Ottice of the National Institute tor
Standards and Technology will combine the
existing awards into a new set of Baldrige
Awards for public service—to go ‘llong with
its private sector award. The new award will
recognize agency and work unit qualicy
initiatives and ideas. based on program
performance, cost savings, innovation, and
customer satistaction.

STEP 3: GIVING FEDERAL WORKERS THE TOOLS THEY
NEED TO DO THEIR JOBS

iericans today demand a more

responsive, more humane

government that costs less. Their
expecations are neither irrational nor
whimsical. Over the past 20 vears, the entire
way we do things. make things. cven
contact one another, has changed around
us. Businesses have no guarantees. no
captive markets. To compete, they must
make things and deliver service better and
taster, and get their message out sooner. No
one benetits more than customers. It's no
wonder these same people now wirn to
governmens and ask. “Why can't you do
things better to?”

[r'msformlns_\ rour federal government to
do better will mean recasting what people
do as they work. They will turn trom bosses
into coaches. from directors into
negotiators. from employees into thinkers
and doers. Government has access to the
same tools that have helped business make
this transtormarion: it's just been slower to

acquire and use them. We must change
that. We must give workers the tools they
need to get results—then make sure they
use them.

Employee Training

After owo decades of organizing for
quality. business knows one thing for sure:
Empowered people need new skills—to
work as teams, use new computer software,
terpret {inancial and statistical
intormation, cooperate with and manage
ather people. and wduapr. Indeed. business
ralks about a new breed of “knowledge
worker”—people who understand thar,
throughout their carecrs, their most
important task is to continue learning and
applving new knowledge to the challenge at
hand. Knowledgeable workers are our most
important source of progress. They are,
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quite simply. the curreney of 21st century
commerce.

Business teaches us that ongoing training
for every worker is essential tor
organizations to work well. Not surprisingly,
the tederal government under-spends on
training and education. just as it does on
most other productivitv-enhancing
investments. In 1989, the National
Commission on the Public Service, headed
by Paul Volcker. estimated that while
leading private firms spend 3 to 5 percent of
their budgets on training. retraining, and
ups,ndmg emplovee skills. the federal
government spends less than one percent.”

And the little we do spend is not always
allocated wiscly. A weli-promoted 4-dav
training serninar packaged o anpeal ro
federal agency managers may seem like a
good deal. It is not. however. always what
the agency needs. The Volcker Commission
concluded:

Federal training 1: suffering from an
identity crists. ~lqcnms are not sure what
they should train for (short term or /onq
term), who should gt the lions share of
resources (entry level or senior
level)...ond whether mid-carcer
education is of value... Career paths are
poorly designed. executive succession is
accidental and unplanned. and real-
time training for pim‘med Managers is
virtually non-existent. At batl the career
and presidential level, naining is all-too-
often ad hoc and self-ininiated =%

Perhaps most striking is the paucity of
career training for people on the lowest
rungs of the civil service ladder. or tor people
without the leg-up of university degrees.
These valuc 1 emplovees may have the most
tenure in an office. Thev mav see and know
everything. Frequendy. they are indispensable,
because only they know how the svstem
works—and how to work the svstem.
Untortunately. their abilities are rarely
rewarded, despite their desire to advance.

One staffer in the Justice Department’s
Civil Division alerted Vice President Gore
to her quandary:

RN
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i warching the role of our legal
secretaries change. Less and less of the
nypical secretarial duties are being
perfarmed, simply because the arorneys
da a lot of their mun drafting of
docronents... Howerver. for a secretary to
sart 10 move into a legal assistant
position... or into a paralegal role. is
Jrowned upon.. s far as oraining goes
its impossible... That prevents a lor of
peaple from.. nOVING D)ito New Jjobs that
are going 1o be of more benefir to the
(/epm tent... \Weve lost a qood number
of secretaries who have moved elsewhere,
becanse they cannot go any further here”

Employees at the top rung, too. must
keep learning. Managers and executives tace
the same hurd!s in keeping up with
technology as do front-line workers.
Technicians must stay up to date with
svstem advances and new techniques. The
growing band of federal export and trade
personnel must learn more than foreign
languages—they need to master the
language of negotiation as well. Indeed.
emplovees in the Office of the U.S. Trade
Representative currently receive no
svstematic training in negotiation skills or
the cross-cultural stvles and patterns they
are likelv to encounter in their work—a
situation the office is now planning to
correct.™

Perhaps most important, training is the
kev that unlocks the power of bottom-up
dccnslonmalung. At the Reinventing
Government Summit, General Electric
Executive Vice President Frank Dovle
detailed the GE experience: “\X'e had to
educate our entire workforce to give them
the tools to become meaningfully involved
in all aspects of work. Empowerment...is a
disorderly and almost meaningless gesture
unless people doing, the actual work are
given the tools and l\no“ ledge that self-
direction demands.™

During the ;\’ational Performance
Review process, almost every one of the
agency teams identitied a specific learning
need critical to their agency's quality
improvement and mission. In addition,
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several common training concerns demand
governmenowide action.

Action: /e administvation will grant
agencies the flexibility to finance training
needls:

Leading corporations view training as a
strategic resource, an uvesonent. Federal
managers tend to view it as a cost. So in
government, worker training isnt even
included in most budget estimates for new
svstems or programs. This is puzzling and
quite short-sighted. since new workplace
innovations, like advanced software, wont
transtorm emplovee productivicy unless
those employees know how to use them.
Although training may be the best and least
costly way to improve worker performance,
government executives view it as a “quick
fix,” unworchy of anv planning cffort.

Perceptions are changing, however.
‘Today's management literature is full of tatk
about the value of on-the-job-training.
computer-based instruction. expert svstems,
work exchange, mentors and other tools for
learning. Since 1992, OPM has been
steering agencies toward more
comprehensive training initiatives.

We will grant agencies a substantial
portion of the savings they realize from
decentralizing statf and reducing operating
costs (see chapter 1) to invest in worker
training, performance measurement, and
benchmarking.

Budget directives further complicate an
agency's ability to train workers effectively,
particularly when its own budget office,
OMB. or Congress cut line items for
employee training. Such over-specified
reductions deny emplovees the access to
skills they need to be productive. to advance
in their carcers, and to adapt to new
technology.

Action: The fedeval government will
upgrade information technology naining
Jor all employees.’

Every year. more and more federal
workers must use computer-based
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information technology in their jobs. If
business is any guide, our government
reinvention efforts will only quicken the
trend. Pen and paper exercises keep moving
to the screen. Lateral files now form
database records. Video- and computer-
based courses make learning possible
anytime, anywhere. Money no longer
changes h. nds; ic’s transmitred dlgltallv
People not only talk. they “message.™ A
meeting of the minds can take place
without the bodies present.

Other chapters discuss how we will speed
the procurement process for technology and
how we will deploy technology to alter what
we do and how well we do it. Here, we
want to stress that much of the federal
workforce lacks the training and
background to use advanced information
technologies.

Compared to the private sector, the
federal government invests tew dollars and
scant time in technology training.** Federal
agencies provide insufficient incentives to
motivate their workforce to seek technology
training, scarce opporrunities to obtain
training—even when it’s desired and
necessary—and rarely incorporate
technology training in the strategic
planning process. The longer we wair. the
farther behind we fall.

This foot-dragging costs the taxpayer
dearly. We do things the old way, not the
cheaper, more efficient way. Or we start
doing things the new way, "but we don't go
far enough: We buy computers for our
workers, but not the training to use them
properly, so the sottware and hardware
investments are wasted. We invest in new
systems, and our people cant make them
work.

Training should begin with top
nontechnical managers, to help them focus
on uses, management, planning, and
acquisition of state-of-the-art informarion
technology. By May 1994, OPM and GSA
will jointly develop and administer
information technology training for non-
technical managers and presidential
appointees. The New York City
Department of Personnel, already in the
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technology training business. offers a useful
model of monthly halt-day sessions for
CXECULIVES COVETING ten tOPICS: strategic
planning, reengineering, lmplumumng
systems, clectronic mail. video conferencing,
voice-enhanced technologies, geographic
intormation systems. darabase management.
imaging. and multi-agency complaints and
inspection systems. Qur effore will help
every senior manager earn a certificate that
\lﬂnlfl(.S his or her level of “technology
competency. Parallel training and
certitication cttorts will target Senior
Executive Service members and information
FeSOUrce managers.

Anvone who has grappled with
computers—irom the basics of word
processing to the complexit: ot expert
svstems—knows that we often learn best
how to use software by finding a technology
“pal’: someone who knows the ins and outs
of a particular sofeware application and is
w 1111119, to share that knowlcdgc To spread
information technology training and use in
the entire federal worktorce. the existing
Federal Information Resources Management
Policy Council will help motivated agencies
set up a program of collegial assistance for a
wide range of technology applications. We
will tap the cadre of techno-proficient
individuals spread across the federal
government to provide occasional on-line
heip or personal assistance on demand to
their struggling colleagues.

Finally. starting late in 1993, new
contracts tor technology acquisition—or
those in carly stages—must include a
provision for training. If agencies work
together. they can cut such training costs
dramatically. When Texas contracred with
four statewide rechnology training firms to
train state employees, it cut the price to $60
to 110 a day per worker tor a wide range
of skills. An even larger customer, the
tedcral government should be able to land
an even betrer bargain,

Action: Lliminate narrow restrictions
on employee rraining to help develop a
multiskilled workforce.’’

The Government Emplovees Training
Act (GETA), which authorizes agencies to
manage and determine their training needs.
defines training as a tool for “increasing
cconomy and efficiency in government.”
The rules written behind this 1958 wording
severely limit how agencies can use training
today. Training too often is ad hoc and
seldom linked to strategic or human
resource planning. .\l.umvgrs generally are
not able to get the information to
determine the return on their training
investment. Even worse, existing restrictions
dictate that any training be related to an
emplovees official dutics—thus ensuring
that our Justice DLertlnLnt secretary does
not become a paralegal. These rules keep
tederal emplovees single-skilled in a mulri-
skilled world.

By early 1994, OPM will draft legislation
to amend GETA on three fronts. OPM will
redefine the objective of tederal training as
the “improvement ot individual and
organizational performance.” It will relate
the use of training to achieving an agencv's
mission and performance goals. not to a
workers official duties. And OPM will seek
to end the distinction between government
and nongovernment training, giving public
employees access to the best training services
available, no matter who provides them.

Claritying the purpose of training in
GETA will reinforce the need to use
training to improve pertormance and
produce results. Removing the distinction
berween government and non-government
training will deregulate the in-government
training monopolv, introducing
competition that will improve the quality of
learning opportunities for federal
employees. And linking training to an
agency's mission will case emplovees” effores
to become adepr ar all the skills they need as
empowered workers. We urge Congress t
join in the quality etfort by passing these
important amendments carly in 1994,




Management Information Systems

Management isn't about guessing, its
about knawing. Those in positions of
responsibilicy must have the information
they need o make good decisions. Good
managers have the right information at their
fingertips. Poor managers dont.

Good information comes from good
informartion systems. Management
information systems have improved in
lockstep with every advance in the
telecommunications revolution. New
management informarion systems are
rransforming government. just as they have
business. in two ways. They can make
government more productive—the benefic
we discuss in this chapter—and ler us
deliver services to customers in new ways,
which we take on in chaprer 4. Indeed.
todav’s svstems have enabled businesses to
slim down data processing statts, while
giving more employees access to more
accurate data. This shows up on the bottom
line. It federal decisionmakers are given the
same type of financial and performance
information that private managers use. it
too will show up on the bottom line—and
cut the cost of government.

Sheer size alone would make the federal
government difficult to manage, even under
the best of conditions. Unfortunately.
federal emplovees don't work under the best
of conditions. Indeed. when it comes to
financial information, many are ﬂwng
blind. It's not for lack of st1fhn<_v, Some
120.000 workers—almost 6 percent of
non-postal service civilian employees—
perform budget. accounting, auditing, and
financial management tasks.* But when
OMB surveved agency financial reporting,
svstems last vear. it found that one-third
were more than a decade old, and onlyv 6
percent were less than 2 vears old. One-
third failed to meet Treasury and OMB
reporting standards. Tivo-fifths did not
meet their own in-house reporting,
standards—meaning they did not provide
the infermation managers wanted. And
more than half simply lacked the computer
power to process the data being entered. ™
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We all know the potential costs of
lagging svstems: They contributed to the
$300 biliion savings and loan bailout.* $47
billion in nontax delinquent debt, $3.6
billion in student loan defaults, and so on.

Fortunately. the process of updating our
management information systems has
begun In 1990. Congress pa»ed the C hlef
Financial Officers (CFO) Act.™ It
designated an OMB depury director as the
federal governmentss chiet tinancial
management officer. The Office of Federal
Financial Management was charged with
establishing financial management policies
across the government and monitoring
agency audits. The act also created chiet
financial officers in 23 agencies. The OMB
deputy chairs a CFO Council to deal with
improving tinancial management across
government.

Bur we need o do more—and quickly.
Action: The executive branch will create
a coherent financial management systen,
clarify respounsibilities, and raise the

standards for financial officers.”’

Vastly improved financial management is
critical to the overall effort to reforra
government. First, it will save taxpayers
money. Trillions of dollars flow through the
federal ¢ government in any year: even a small
improvement in managing those funds
could recover billions. Second. we need
accurate and timely financial information if
managers are to have greater authority to
run federal agencies, and decisionmaking
moves to the front lines. Greater
responsibility requires greater accountability,
or the best-intentioned reforms will only
create new problems. Finally, better
financial management will present a more
accurate picture ot the federal budger,
cnabling the President, Congess, and
agency leaders to make better policy
decisions.

By the end of 1993, OMB and Treasury
will sign a tormal agreement to clarity
their respective policymaking and
implementation roles, to climinate
regulatory contusion and overlap for their
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governmental customers. OMB, working
with Treasury and the CFO Council, will
charter a governmentwide Budget and
Financial Information Steering Group to
oversee the stewardship of financial
planning and management data for the
federal government. By spring 1994. OMB
will work with the existing Joint Financial
Management Improvement Program and
consult with Treasury and the agencies to
define exactly whart constitutes an integrated
budget and financial system. At the same
ume, working with Treasury and the CFO

Council, OMB will develop a long-range
strategic plan to link financial information
and pertormance goals to the work of
agency managers.

Finally, we will insist on higher
qualifications for chief financial officers.
After all. many federal agencies are larger
than Fortune 500 companics. Americans
deserve financial officers with qualifications
that match those in our best companies. By
March 1994, working with accounting and
banking groups, the CFO Council will
create a continuing education program for
federal financial managers. At the same
time, OMB guidelines wil[ clarify the
precise financial functions the CFO should
oversee, trimming responsibilities like
personnel or facilities management that lie
outside the CFO's main mission.

Action: Wirhin 18 months the Federal
Accounting Standards Advisory Board
will issue a comprehensive set of credible
accounting standards for the federal
government.*’

A recent GAO audit of the Internal
Revenue Service unearthed $500,000 of
overpayments to vendors in just 280
transactions and a video display terminal
that cost only $752 listed at $5.6 million on
the IRS books. Other GAO efforts found
the Army and Air Force guilty of $200
billion in accounting mistakes, NASA guilty
of $500 million, and widespread
recordkeeping problems across
government.'- [n 1990, Congress
concluded that “current financial reporting

Qe
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standards of the federal government do not-
accurately disclose the current and probable
tuture cost of operating and investment
decisions, including the future needs for
cash and other resources.” In other words, if
a publicly-traded corporation kept its books
the way the federal government does, the
Securities and Exchange Commission
would close it down immediately.

It’s not that we have no accounting
procedures and standards. It's that we have
too many, and too many of them contflict.
Even worse, some budget and accounting
practices obscure the amount and tvpe of
resources managers might leverage to
produce savings and increase productivity.

We must agree on stricter accounting
standards for the tederal books. We require
corporations to meet strict standards of
financial management before their stocks
can be publicly traded. They must fully
disclose their financial condition, operating
results, casli flows, long-term obligations,
and contingent liabilities. Independent
certified public accountants audit their
accounts. But we exempt the $1.5 trillion
federal government from comparable
standards.

Currently, the Federal Accounting
Standards Advisory Board (FASAB),
established in October 1990, develops and
recommends federal accounting standards
for OMB, Treasurv. and GAO—which
together must approve them. Although we
need almost a dozen sets of standards, only
one has been approved using this process in
more than two and a half years. We need to
quicken the pace.

The administration will give the Federal
Accounting Standards Advisory Board an
18-month deadline to release and get
approval of all 11 sets of standards. If it fails,
the administration will replace it v-ith a new,
independent board with greater powers.




Action: TIhe Administration should issue
an Annual Accountability Report to the
Citizens.”

The ultimate consumer of information
about the pertormance of federal
organizations should be the American
public. As agencies develop output and
outcome measures, they should publish
them. The customer service standards
required by the President’s directive on
improving customer service, outlined in
chapter 2, will be a tirst step.

A second step will be a new report card
on the financial condition of the federal
government. For the last 20 vears, our
government has issued “prototype” financial
statements, but no one can assure their
accuracy. Put simply. they would never pass
an audit. ‘We believe Americans deserve
numbers they can trust. By 1997, we will
require the Department of the Treasury to
provide an audited consolidated annual
report on federal finances—including tax
expenditures, hidden subsidies, and hidden
contingent liabilities such as trust funds and
government-sponsored enterprises.*

The Treasury and OMB will develop a
simplified version of the government’s
financial condition, to be published for
public consumption in 1995. Rather than a
derailed. unreadable financial account. it will
be a straightforward description of the
money spent and its effects on achieving
goals. We will call this the Annual
Accountability Report 1o the Citizens.

Information Technology

A few years ago in Massachusetts, a
disabled veterans caseworker who worked to
match veterans with available jobs took
some initiative. He decided to abandon his
sole reliance on the state’s central office
mainframe computer and take his personal
laptop. loaded with readily available
software, on the road. Suddenly, he was able
to check a database. make a match. and
print a resume all during his first contact
with an emplover. Quickly, he started
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beating the mainframe. His state
administrator took notice, and managed to
squeak through a request to the Department
of Labor’s Veterans Employment and
Training Service tor grant funding and
permission to reprogram dollars in the fall
ot 1990. Soon afrer, 40 Massachusetts
caseworkers were working with laptops. In
just one year, Massachusetts jumped from
47th in the nation for its veterans job
placement rate to 23rd.

Although this storv screams success, it is
unfortunately the exception. not the rule.
Normally. the Labor Department has to
approve the purchase of something as small
as a $30 modem in the field. Massachusetts
got the funding only because it was the end
of the fiscal year and money had to be
spent.”

The point stands: When workers have
current and flexible technology to do their
jobs, they improve performance. We need
to get more computers off the shelf and into
the hands of federal employees.

Action: The administration will develop
a strategic plan for using information
technology throughout the federal
government.*®

Transtorming the federal government is
an enormous, complex undertaking that
begins with leadership, not technology. Yet.

L1z shors, it time our government adjusted to
the real world, tightened its bels, managed its
affairs in the context of an economy that is
information-based, rapidly changing, and puts
a premium on speed and function and service,
not rules and regulations.
President Bill Clinton
Remarks announcing the

National Performance Review
March 3, 1993
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in helping to break down organizational
boundaries and speed service delivery,
information technology can be a powertul
tool for reinvention. To use thar tool,
government emplovees must have a clear
vision of its benefits and a commitment to
its use.

Washington's attempts to integrate
information technology into the business ot
government have produced some successes
but many costly failures. Many federal
executives continue to overlook information
technologys strategic role in reengineering
agency practices. Agency information
resource management plans arent
integrated. and their managers often arent
brought into the top realm of agency
decisionmaking, Modernization programs
tend to degenerate into loose collections of
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independent svstems solving unique
problems. Or thev simply automate. instead
of improve, how we do business.

The President should expand the work of

the existing Informaticn Intrastructure Task
Force to include a Governmenit Information
Technology Services Working; Group. This
working group will develop a strategic
vision for using government information
services and propose strategies to improve
information resource management. Also
beginning in October 1993, OMB will
convene interagency teams to share
information and solve common
information technology problems. In
addition, OMB will work with each agency
to develop strategic plans and performance
measures that tie technology use to the
agency’s mission and budget.

STEP 4: ENHANCING THE QUALITY

OF WORK LIFE

hen it comes to the quality of

work life, as measured by

emplovee pay. benefits, schedule
flexibility, and working conditions, the
federal government usually gets good
marks. Uncle Sam is a tamily-friendly
emplover, offering plenty of options that
help emplovees balance their life and work
responsibilities. Flextime, part-time. leave-
sharing, and unpaid family and medical
leave are all available. Pilot projects in
telecommuting allow some workers who
travel long distances to work at locations
closer to home.

The federal government would be smart
to keep abreast of workplace tiends. Our
increasingly diverse workforce struggles to
manage child care, elder care. family
emergencies., and other personal
commitments, whiie working conditions
become ever more important. Recent
studies suggest that our ability to recruit
and retain the best employees—and
motivate them to be productive—depends
on our ability to create a satistving work
environment. Johnson & Johnson for
example. reported that its employees who
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used flextime and faraily leave were absent
50 percent fewer days than its regular
workforce. Moreover. 71 percent of those
workers using benefits said that the policies
were “very important to their decision to
stav with the company, as compared to 58
percent of the emplovees overall.*®

The federal government must maintain
its “model emplover” status and keep the
workplace a2 humane and healthy place. It
must also ensure that, as we move toward
improving performance and begin to rely
on every worker for valuable ideas, we
create a workplace culture in which
employees are trusted to do their best.

Action: The federal government will
update and exprmd Jamily-fiiendly
workplace options.*

Even under current workplace policics,
tederal workers still encounter some
problems. Many agencies do not fully
advocate or implement flexible work
policics. For example. only 53 percent of
our employees with dependent care needs
believe their agencies understand and




support family issues, according to OPM.
Thirty-cight percent indicated that their
agencies do not provide the full range ot
dependent-care services available. As one
example. OPM concluded that ™...certin
agencies may have internal barricers that
make supervisors reluctant t approve
emplovee requests to work pare-time.”™ ™

The President should issue a directive
requiring tha all agencies adope
compressed/tlexible time, part-time, and
job-sharing work schedules. Agencies will
also be asked to implement tlexiplace and
telecommuting policies. where appropriate.
Starting next vear, we will allow tederal
emplovees to use acerued sick leave to care
tor sick or clderly dependents or tor
adoptions.™ We will also give credit tor all
sick leave to employees who have been
separated from and then rejoin federal
emplovment. no matter how long they were
out of government service.

Congress has written into law some
barriers to improving the tederal workplace.
It should lift them. By Januarv 1994, OPM
will submit legislation to remove limitations
on d(.p(.nduu -care programs and give
agencies more authority to craft employee-
friendly programs. such as employee benefic
packages. By March 1994, OPM and GSA
will propas legislation to enable flexiplace
and telecommuting arrangements.

Finally. we urge Congress to reauthorize
the Federal Emplevees Leave Sharing Act
which expires October 31, 1993 with a few
changes to improve program operations and
allow i interagency transters of annual leave,
Voluntary leave enables employees with
family medical emergencies, who have
exhausted all their available annual leave, to
receive donated annual leave from cheir
tellow federal workers. In just the last o
vears, voluntary leave served more than
23,000 tederal emplovees with more than
3,742,600 hours of donated annual leave.
‘The dependent-care needs of more than 96
pereent of federal emplovees are met by the
leave-sharing program.™

EMPOWERING EMPLOYEES TO GET RESULTS

Ore of the things we learned... is that theres a
strong corvelation between employee satisfaction
and customer satisfaction. If your employees are
unhappy and worried about the various
baseline, basic needs, you know, of the quality
of thair work life, they wont worry about
customers.

Rosetta Riley
Director of Customer Satisfaction
General Motors

Action: /e executive branch will
abolish employee time sheets and time
cards for the standard work week.”’!

In a productive workplace, where
melm wes clearly understand their agencys
mission. how thev fit into it, and what theyv
must accomplish co fulfill ic, evervone is a
professional. The work culture must send
this message in every way possible. One easy
way is to put an end—once and for all—to
meaningless emplovee sign-ins and sign-
outs on time sheets.

Many may consider this a trivial marter.
But consider the salaried Health and
Human Services (HHS) employee who
must still sign in at a central location in her
office every morning—and sign out exactly
8'/> hours later. She must do this no matter
how many more hours she really works, and
every emplovee in her branch must sign the
same list, in order of appearance.

Occasionally, when she gets caught up in a
meeting or lost in concentration at her desk.
she forgets to sign the book at her appointed
hour. Supervisors have “guided™ her to avoid
this problem. She tells her supervisor, whe
agrees that the practice is scnseless. that it
discourages her from working longer hours.
“What about us overachievers?” she asks him.
“You lose,” he answers.
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The truth is. we all lose. Yet HHS
continues to spend dollars training
timekeepers.*-

The Department of Labor, by contrast,
listened to complaints from its emplovees
about the needless papcr-pushmg and use
of administrative time that repetitive
timekeeping required. Under the leadership
of Secretary Robert Reich, and with full
backing of union presidents who represent
department employees. Labor has begun to
dump the standard time card. After
realizing thar nearly 14.000 of its 18,000
employees work a standard 40-hour week.
department leaders decided to trust their
workers to report only exceptions, such as
overtime and sick and annual leave. Since
only one third of Labor’s workforce reports
any exception in the average week, the
department is already saving paper and
time—and money. Standard time records
are now submitted electronically, without
bothering employees. ™

The President should encourage all
departments and agencies to follow the
Department of Labors lead. The new policy
will allow for exceptions—for example,
when labor contracts or matters of public
safety require them. But if we truly seck the
highest productivity from our workers, we
must treat them like responsible adults. In
today’s work environment, time cards are a
useless annovance.

Action: The President should issue a
directive commirting the administration

to greater equal opportunity and diversity
in the fedeval wortforce.

President Clinton launched his
administration by appomtmg cabinet and
senior officials who. in his words, “look like
America.” In doing so, he sent a clear
message: A government that strives for the
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best must continue to break down stubborn
barriers that too often keep us from
employing, training, or promoting the best
people.

While the President has set che stage, the
current tederal workforce does not reflect
the nation’s diverse working population.
Overall, the federal government has yet to
successfully eliminate some discriminatory
barriers to attracting and retaining
underrepresented groups at every civil
service grade level. or advancing them into
senior positions. A glass ceiling still hangs
over the employment and career prospects
for women, minoritics and people with
disabilities who work in the federal service.
Women account for only 12 percent of the
top ticr of the federal employment ladder—
the Senior Executive Scrvice. Minorities
account for nine percent.** Serious disparity
persists for both groups in promotion rates
to professional and administrative levels that
serve as the gateway to further advance-
ment. The numbers for Americans with
disabilities are even worse.

Much can be done to make equal
opportunity an integral part of each agency’s
mission and strategic plan. The President
should issue a directive in 1993 committing
the administration to attaining a diverse
federal workforce and increasing the
representation of qualified minorities.
women, and people with disabilities at all
career levels. The order should instruct
agency heads to build equal emplovment
opportunity and affirmative emplovment
elements into their agency strategic plans
and performance agreements. In turn,
agency leaders should require managers and
teams throughour their agencies to build
the same goals into their own performance
plans—and should publicly recognize those
who succeed.
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STEP 5: FORMING A LABOR-MANAGEMENT

PARTNERSHIP

he federal workforce is changing,

While the number of employ.es has

remained constant tor a decade, the
workforce is much more diverse, with more
minorities and women. It is better educated
and more mobile. And more emplovees
work in protessional, scientitic, and highly
technical jobs than ever before.

Today, more than 125 tederal unions
represent about 00 percent of che tederal
workforce. Thats 1.3 million civilian. non-
postal employees. or 80 percent of the
workforce eligible to participate in federal
unions. The three largest federal employee
unions are the American Federation of
Government Emplovees (AFGE), the
National Treasury Emplovees Union
(NTEU), and the National Federation of
Federal Employees (NFFE).

Federal emplovees and their unions are as
aware of the quality revolution as are federal
managers. Consistent with the quality push.
federal employees want to participate in
decisions thar affect their work. Indeed.
GAO estimates that 13 percent of federal
workers alteady are involved in formal
quality management processes.™® At the
[RS. tor example. a Joint Quality
[mprovement Process with the NTEL has
spread throughourt the agency—saving
money, producing better service, and
improving labor-management relations.

Corporate exectitives from unionized
firms declare this truth from experience: No
move to reorganize for quality can succeed
without the full and equal participation of
workers and their unions. Indeed, a
unionized workplace can provide a leg up
because torums already exist for labor and
management exchange. The primary barrier
that unions and employers must surmount
is the adversarial relationship that binds
them to noncooperation. Based on
mistrust, traditional union-employer
relations are not well-suited to handle a
culture change that asks workers and
managers to think first about the customer

We want to be full partners. We want to
work. We want government to work better.

We want to be there in partmership to help
identify the problems. We want to be there in
partnership to belp craft the solution. We want
10 be there in partership to belp implement
together the solution that this government

needs.

And we're prepared to work in partnership
10 make some bold leaps to turn this
government around and make it work the
way it should work.

John Sturdivant, President
American Federation of Government Employees
Reinventing Government Summit,

Philadelphia June 25, 1993

and to work hand-in-hand to improve
qualicy.

The current context for federal labor-
management relations. title VIT ot the 1978
Civil Service Reform Act, presen  such a
barrier. In 1991, the GAQO concluded after
an exhaustive survev of union leaders,
government managers, federal emplovees
and neutral experts, that the federal labor-
management relations program embodied
in title VI “is not working well.” GAO
characterized the existing bargaining
processcs as too adversarial, bogged down
by litigation over minute details, plagued by
slow and lengthy dispute resolution, and
weakened by poor management. One
expert interviewed by GAQ summed up
the prevailing view: “We have never had so
many people and agencies spend so much
time. blood. sweat. and tears on so lictle. In
other words, | am saving ] think it is an
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awful waste of time and money on very
litle results.” Indeed. the cost of handlmg
untair labor practice disputes using this
system runs into tens of millions of dollars
every vear.’

We can only transtorm government if we
transform the adversarial relationship that
dominates federal union-management
interaction into a partnership for
reinvention and change.

Action: The President should issue a
directive that establishes labor-management
partmership as an executive branch goal
and establishes a National Partuership
Council to help implement it.*

The President’s executive order will
articulace a new vision of labor-
management relations. It will outline the
roles of managers and unions in creating a
high-performance, high-quality
government. It will call for systematic
training in alternative dispute resolution
and other joint problem-solving approaches
for managers, supervisors and union
officials. And it will call for agencies to form
their own internal councils.

By October, 1993, the President should
appoint the National Partnership Council
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and charge it with the task of championing
these efforts and developing the next steps.
The council will include appropriate federal
cabinet secretaries, deputy secretaries, and
agency directors; the presidents of AFGE,
NTEU, and NFFE: and a representative of
the Public Employee Departmenr of the
AFL-CIO. Federal agencies and unions will
assign existing personnel to staff the council.

Action: The National Parmership
Council will propose the statutory changes
needed to malke labor-management
partnership a reality.’’

GAO cited the need for a new labor-
management relations framework that
“motivates labor and management to form
productive relationships to improve the
public service.”™ The Federal Labor
Relations Authority, The Federal Mediation
and Conciliation Service. and several
agencies have been encouraging and
facilitating new labor-management
cooperation eftorts. However, their efforts
are being hampered by legal restrictions that
focus on the traditional adversarial models.
The council will recommend legislation to
the President to create a better framework.

STEP 6: EXERTING LEADERSHIP

espite the federal government’s

solid core of capable emplovees, it

lacks etfective leadership and
management strategies. In 1992, GAO
delivered a stark diagnosis of the
situation. Our government, GAO
reported, lacks the “processes and systems
fundamental to a well-run organization.

Most agencies have not created a vision of

their futures, most lack good svstems to
collect and use financial information or
to gauge operational success and
accountability, and many people do not
have the skllls to auompllsh their
missions.” This situation, GAO
concluded in a burst of understatement,
was “not good.™

The sweeping change in work culture
that quality government promises won'
happen by itself. Power won't decentralize of
its own accord. It must be pushed and
pulled out of the hands of the people who
have wielded it for so long. It will be a
struggle.

We must look to the nation's top leaders
and managers to break new ground. The
President, the Vice President. cabinet
secretaries, and agency heads are pivotal to
bringing abour governmentwide change. It
is they who must lead the charge. Under
President Clinton's leadership they are
determined to make it happen.

If we want to make the federal
government a better place, our current




leadership must make it clear by what we do
that, when we offer change, we mean
business. That is a promise we must make
to the entire community of hardworking,
committed tederal workers. It is a promise
we must keep.

Action: /e President shoud issne a
directive detailing pis vision. plan. una
cComminnent to creating qualtey
governnient.”:

Graham Scott. who as Secretary of
Treasury tor New Zealand helped shepherd
reinvention ot that country’s government,
cautioned Vice President Gore. "Our
experience is that government wont change
unless the chief executive is absolutely 106
percent comimitted to making it change.™*
CEOs of corporations the world over echo
Scotts call.

The firse directive issued along with this
report will clarify the Presidents vision of a
quality tederal government. It wi's commic
the administration to the principles of
reinventing government, quality
management, and perpetual reengineering,
as well as the National Performance
Review's other recommendations. In
addition, it will detail the strategic
leadership roles of the cabinet and agencies
in impler. .ating them.

Action: [ .»v federal deparrment asd
agency w:/[ desrqnate a rlmj‘ operating

aﬂrrw e

‘Transtorming federal management
svstems and spreading the culture of quality
throughourt the federal government is no
small task. To accomplish it. at least one
senior official with agencywide
management authority from every agency
will be needed to make it happen.

Every cabinet-level department and
tederal agency will designate a chief
operating officer (COO). In addition 1o
ensuring that the President’s and ageney
heads’ priorities are implemented. COQs
will be rcspomlblc tor applying qualltv
principles in transtorming the agencies’ day-
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to-day management cultures, tor improving
performance to achieve agencies goals, for
reengineering administrative processes, and
for implementing other National
Performance Review recommendations.
The COQO will not add an additional
position in the secretarys or directors statf.
Secretaries and agency directors should
designate a deputy secretary or under
secretary with agencywide authority as the
COO. The COO will report directly to the

agency's top official.

Action: !le i’resicent saret inpotii ..
President's Vlanagement Council :o wua
the auality revolution aaa casere -+
mplementation of Nationa (.-
Seview plans.”’

IO

A new President’s Management Council
{PMC) will be the Presidents chief
instrument to retool management systems
throughout the executive branch. It will act
as the institutional lever to drive
management and cultural changes
throughout the bureaucracy. The PMC will
ensure that quality management principles
are adopted, processes are reengineered,
performance is assessed, and other National
Performance Review recommendations are
implemented.

Ultless everyone understands what a work
process is, how to map it, how to analyze and
quantify its essential elements, no organization
will be able to reap the enormous gasns in

rmance that come with an involved and
empowered workforce. )

‘ : Frank Doyle

Execuuve Vlce President, General Electric
Reinventing Government Summit, Philadelphia
. June 25, 1993
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The President should appoint the
Deputy Director for Management of OMB
to chair the PMC, and its progress will be
overseen by the Vice President. The council
will include the COQs from 15 major
agencies and three other agencies designated
by the chairperson, the heads of GSA and
OPM, and the President’s Director of
Cabinet Affairs (ex officio). lts agenda will
include serting priorities; identifving and
resolving cross-agency management issues;
establishing interagency task forces to
transform governmentwide systems such as
personnel, budget, procurement, and
information technology; and soliciting
feedback from the public and government

" employees. It will secure assistance from the

CEO:s, officials and consultants who have
helped transtorm major American
corporations, state and local governments.
and non-profit organizations. In
addition, the PMC will conduct future
performance reviews of the federal
government and report to the public on
its findings.

Working together, the President, Vice
President, PMC and every agency head will
carry the quality message into the sleepiest
corners of the bureaucracy. Successful and
innovative agencies will be cheered; slower
moving organizations will be prodded and
encouraged until change occurs.

Action: 77%e President’s Management
Council will launch quality management
“basic training” for all employees,
starting with top officials and cascading
through the entire executive branch.%

However pressing the need, we cannot
expect leaders, managers and employees
caught up in old ways to change overnight.
To nurture a quality culture within
government, we must help the entire
workforce understand the President’s vision.
Unless we train everyone in the new skills
they need—and help them understand the
new roles they are expected to play—they
can, through passive or active resistance,
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frustrate well-intentioned attempts to
progress. So first and foremost, everyone
will need to learn what working and
managing for quality is all about.

The President and agency heads must
send a clear message about their
commitment by becoming directly involved
in the design and delivery of quality training
in their agencies. Therefore. the PMC,
working with the Federal Quality Institute,
will begin quality training with the cabinet
secretaries and agency heads. Training
sessions will focus on defining a shared
vision, developing a strategy to embed that
vision in the each department, committing
patticipants to lead and be responsible for
change, and establishing a process for
training the next level of management.

Even as agencies reorganize around
quality and customers. their staff may need
training to fulfill expanded job
responsibilities. Line staff may need to learn
budger and procurement processes.
Managers may need help in becoming
coaches rather than commanders. We will
pursue the goal of reaching the entire
federal workforce with quality training,

It is worth noting that some cabinet
secretaries already are up on the quality
learning curve. During the past few
months, more than 60 top field managers,
contract lab directors, and assistant
secretaries have joined Energy Secretary
Hazel O’Leary for 6 days of total quality
management training at Motorola
University in Chicago. They've agreed on a
mission statement, set the department’s core
values, and put strategic planning in
motion. In the process, skeprics have
become energized, egos have been
subsumed, hidden agendas unearthed and
dispensed. In the words of one participant,
“Everyone is working as a team. We're
incredibly excited about doing better. In just
G days of quality training, we have moved
from ‘T’ to0 ‘we’.”%’

Other departments are hot on Energy’s
heels. Such agency leadership is pivotal to
moving quality forward. As leading quality
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innovator Dr. Joseph Juran told Vice

President Gore, "As we go at it energetically
in the federal government... we're still going
to see some of the agencies step out in front

Conclusion

o change the employee culture in

government, to bring about a

democracy of leadership within our
bureaucracies, we need more than a leap of
faith. We need a leap of practice. We must
move from control to collaboration, from
headquarters to every quarter. We must
allow the people who face decisions to
make decisions. We must do everything we
can to make sure that when our federal
workers exercise their judgment, they are
prepared with the best information, the
best analysis, and the best tools we have to
offer. We must then trust that they will do
their best—and measure the results.

Indeed, we must let our managers and

-
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EMPOWERING EMPLOYEES TO GET RESULTS

and everybody else is going to watch. And
as they get results and nobody’s hurt in the
process, others will be stimulated to do the
same thing,"®

workers fail, rather than hold them up to
public ridicule when they do. Only i they
fail from time to time on their way to
success will we be sure they are even trying
to succeed. Someone once asked an old
man known for his wisdom why he was so
smart. “Good judgment comes from
experience,” he said. And experience?
“Well, that comes from 6ad judgment.”

To transform the culture of our
government, we must learn to let go. When
we do, we will release the same kind of
creativity, energy, productivity, and
performance in government service that
was unleashed 200 years ago, and that
continues to guide us today.
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Chapter 4

CUTTING BACK TO BASICS

[ feel like that person in the old movie who writes in lipstick on bathroom mirrors, “Stop me before I
kill again.” However, in my case, the legend should be, “Stop me before [ steal some more.”

ruce Bair admitted to

“stealing” from the federal

government—at a rate of

about $11 an hour. His job

was checking the weather in

Russell, Kansas, every hour,
and reporting to the Federal Aviation
Administration. The FAA used his
information to warn planes in the area
about bad weather. But Russell isn't a busy
flight station any more. Bair saw just two
landings in more than a year during his
night shift. Days were only slightly busier.
Before the advent of automated weather
gathering devices, human weather watchers
at Russell and at other small stations
throughout the Midwest were vital for
aircraft safety. Today, they could be replaced
with machines. “From my experience with
the machine,” wrote Bair, “it is very
adequate to protect the air space over
Russell.” In fact, Russell has had a machine
for some time, but the FAA had not yet
eliminated the human staff.

Bair concluded his letter to Vice
President Gore with these words: “I feel
there is very litde doubt among
professionals that we are basically useless
here.” A few months later, he quit. Now he
says, “I'm no longer stealing from the
government."!

Bruce Bair’s story tells us much about our

Letter from Bruce Bair of Schoenchen, Kansas,

to Vice President Al Gore, May 24, 1993

federal government: its entrenchment in old
ways, its reluctance to question procedures,
and its resistance to change. Its inflexibility
has preserved scores of obsolete programs.
This is not news to most of us—
obsolescence is part of our stereotype of
government.

Why is it so difficult to close unneeded
progtams? Because those who benefit from
them fight to keep them alive. While the
savings from killing a program may be large,
they are spread over many taxpayers. In
contrast, the benetits of keeping the
program are concentrated in a few hands.
So special interests often prevail over the
general interest.

That's why we can't eliminate
unnecessary programs simply by making
lists. Politicians, task forces, commissions,
and newspaper articles have been ridiculing
wasteful programs for as long as we have
enjoyed democratic government. But most
programs survive attack. After a decade of
tight budget talk, for example, federal
budget expert Allen Schick says he can
identify just three major nondefense
programs eliminated since 1980: general
revenue sharing, urban development action
grants, and the fast breeder reactor
program.’

To shut down programs, therefore, we
must change the underlying culture of
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government. As we described in the
preceding chapters, we will do this by
introducing market dvnamics, sharing
savings from cuts with agencies, exposing
unnecessary programs to the spotlight of
annual performance measures, and giving
customers the power to reject what they do
not need. As government begins operating
under these new rules, we are confident that
agencies will request the consolidation and
elimination of programs. Billions of dollars
will be returned to taxpayers or passed on to
customers.

We will begin this process today.

First, we will eliminate programs we do
not need—the obsolete, the duplicative,
and chose that serve special. not national
interests.

Second, we will collect more—through
imposing or increasing user fees where

FROM RED TAPE TO RESULTS ¢« CREATING A GOVERNMENT THAT WORKS BETTER & CosSTS LESS

pricing makes economic sense, and by
collecting what the government is owed in
delinquent debr or fraudulent overpayment
of benefits.

Third, we will reengineer government
activities, making full use of computer
systems and telecommunication:s to
revolutionize how we deliver services.

The actions and recommendations
described in this Chapter are the first
dividend on what we can earn from
streamlining government. They won't be
the last—or even the largest. The strategy
of the National Performance Review differs
from that of previous budget cutting efforts.
Our recommendations have been discussed
thoroughly with agency heads to determine
which cuts are warranted, feasible, and can

be done quickly. We are ready to act with
the full force of the cabinet.

STEP 1: ELIMINATE WHAT WE DON’T NEED

frer World War II, a British

commission on modernizing

government discovered that the
civil service was paying a full-time worker to
light bonfires along the Dover cliffs if a
Spanish Armada was sighted. The last
Spanish Armada had been defeated some
years before—in 1588, to be precise.

This story may be apocryphal. But not
all such stories are. In Brooklyn, New York,
there is a Federal Tea Room where a federal
employee sips imported tea to test its
quality.® For one hundred vears, taxpayers
paid for the position. It was not until press
coverage angered enough members of
Congress that things were changed: now, tea
importers pay to have their tea tested—
although the taster remains a government
employee.

These stories capture an essential truth
about governments; they rarely abandon
anything, Like the FAA that employed
Bruce Bair to check the weather, federal
agencies do many things not because they
make sense, but because they have always
been done that way. They become like the
furniture: They are SImply there.

Other programs are not so much
obsolete as duplicative. When confronted
with new problems, we instinctively create
new programs. But we seldom eliminate the
old programs that have failed us in the first
place. Still other programs were never
needed in the first place. They were created
to benefit influential industries or interest
groups. The National Performance Review
has targeted several programs in each of
these categories for immediate elimination.

Although we make specific
recommendations in the pages that follow,
we believe the government must tackle the
problem systematically. The single best
method would be to give the President
greater power to eliminate pork that creeps

into federal budgets.

Action: Give the President greater
power to cut items from spending bills*

Today, the President’s powers to cut
spending are limited—more limited chan
most of the nation’s fifty governors. He can
either sign or veto appropriations bills; he
can't veto individual items—a power most
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governors have. For the President to cut
wasteful spending, he needs the power of
what is called. in Washington, “expedited
rescission.” Under current law, the President
can submit proposed rescissions to
Congress, which then has 45 legislative days
to act. If Congress does not act, proposals
are rejected. The President should have
greater authority to reject individual items.

Broader rescission powers were
envisioned in HR 1578, which the House
passed in late April 1993. This bill would
force Congress to vote on the President’s
proposals to cancel funding, rather than let
it kill those requests by ignoring them. as
under current procedures. [f enacted, the
new procedure would. as President Clinton
wrote in a letter to House Speaker Thomas
S. Foley. “provide an effective means for
curbing unnecessary or inappropriate
expenditures without blocking enactment
of critical appropriations bills.”

Eliminate the Obsolete

Not all employees of useless programs act
with Bruce Bair’s forthrightness. But that
doesnt mean their offices or programs are
any more useful. The vast nationwide
network of 30,000 federal government
offices. for example, reflects an era when
America was a rural countrv and the word
“telecommunications” was not vet in the
dictionary. While circumstances have
changed, the government hasn't. As a result,
workloads are unevenly distributed—some
field offices are underworked, others are
overworked, some are locared too tar from
their customers to serve them well, and tew
are connected to customers through
modern communications systems.

Action: Wirhin 18 monuths, the
Presideni’s Managemnent Council will
review and submit to Congress a report
on closing and consolidating federal
civilian facilities’

All agencies will develop strategies to cut
back or consolidate their field office svstems

CUTTING BACK TO Basics

Thisisa precious opportunity to make
fundamental change in government. I look
forward to working together on areas of
mutual agreement.

USS. Rep. William F. Clinger (R. Penn.)

in wavs that are compatible with our
principle of better services to customers.
The President’s Management Council will
submit the report to Congress within 18
months showing which offices may be
closed. which can be consolidated and
which can be slimmed. We urge Congress
to act quickly on this package.

We are confident that the savings will be
large because several agencies are already
committed to far-reaching reforms in their
tield office systems. Their efforts will be
models for those that havent moved as
quickly as they prepare their plans for the
President’s Management Council.

Action: The Department of Agriculture
will close or consolidate 1,200 freld

offices.’

The Department of Agriculture (USDA)
operates the most elaborate and extensive
set of field offices—more than 12,0060
across the country. Under Secretary Mike
Espy's leadership, the department 1s
planning dramatic retorms. USDA runs
250 programs in such vital but diverse areas
as farm productivity. nutrition, food safety,
and conservation. Its focus has shifted
dramatically since the 1930s, when its
oresent structure evolved: 60 percent of its
budget now deals with nutrition; less than
30 percent with agriculture.

As the bass for reorganization, USDA
will concentrate its activities on six key
functions: commodity programs, rural
development. nutrition, conservation, food
quality, and research. This focus will allow it
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to consolidate from 42 to 30 agencies and
from 14 to six support statfs, cutting
administrative costs by more than $200
million over five vears.

As part of this process, USDA will
consolidate or close about 1,200 field offices
within the Agricultural Stabilization and
Conservation Service, the Soil Conservation
Service, the Farmers Home Administration,
the Cooperative Extension System, and the
Federal Crop Insurance Corporation. Some
of these offices now serve suburban
counties, others have few rural customers
left. In 1991, the General Accounting
Office reported that in Gregg County,
Texas, the Agricultural Stabilization and
Conservation Service office served only 15
farmers; in Douglass County, Georgia, two
USDA programs served a total of 17
farmers.”

Field office closings will be determined
by a six-part scoring system developed to
evaluate each office. Once in place, this
restructuring will save more than $1.6
billion over five years and eliminate the
equivalent of 7,500 full time employees.
Customers will be better served because
operations will be combined in multi-
purpose USDA field service offices.

Action: /e Departmenr of Housing
and Urban Developinent will streainline
its regional office svstem.”

The Depurtment of Housing and Urban
Development (HUD) has also developed a
strategy to close offices without cutting
customer services. Roughly 10,000 of
HUD’s 13,500 employees work in field
offices, but their workloads vary: the New
York regional office monitors 238,000
federal public housing units, the Seattle
office only 30,000 units. Management
restructuring, described in the previous
chapter, will streamline HUD? field
operations.’ Under a five-vear plan, HUD
will eliminate all regional offices, pare down
its 80-field office system. and cut its field
staff by 1,500 people.
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Action: /e Departinent of Energy will
consolidate und redirect the mission of its
laborartory, production, and testing
Jacilities to meet post-Cold War national
priorities.”

For the first time in 50 vears, the United
States is not engaged in producing or testing
nuclear weapons. Significant reductions in
funding for these programs are already
underway—3$1.25 billion in fiscal year
1994 alone. Yet. the Department of
Energy’s weapons laboratories and
production plants represent an irreplaceable
investment in world-class research and
development, intellectual, and computing
capabilities, carefully cultivated over five
decades. As the department redirects its
facilities, the challenge is to eliminate
unnecessary activities, while shifting
appropriate resources to meet non-defense
objectives.

Under Secretary of Energy Hazel
O’Leary’s leadership, DOE will review its
labs, weapons production facilities, and
testing sites in the context of its mission—
and will recommend the phased
consolidation or closure of obsolete or
redundant facilities. The secretary will also
identify facilities that other government
agencies may find useful, encourage
laboratory managers to bid on contracts
with other agencies. and increase
cooperation with the private sector.

Action: /he U.S. Army Corps of
Engineers will veduce the number of
regional offices.’!

The U.S. Army Corps of Engineers, too,
has a plan: it will cut its divisional offices
from 11 to 6. It cannot, however, close
district offices because Congress prevented
such actions by law—an example of costly
congressional micro-managing. The Corps
has carried out the nation’s largest civil
works projects. Its role is changing;: it builds
fewer large projects and faces more complex
environmental projects.
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Action: 7)e Simall Business
Adminisrration will reduce the number of
[reld offices and consolidate services.'”

The Small Business Administration is
developing criteria tor consolidating field
offices based on the customer load. It has
already demonstrated in pilot programs
how to cut local office staff by providing
routine loan servicing for several local
SBA offices and by adopting automated
procedures for processing applications for
the agencv's many ditferent loan programs.

Action: /%e U.S. Agency for
"nternational Devetopment will veduce
:he numoer of its overseas missions.”

With the dramatic changes in U.S.
foreign policy, agencies with overseas
operations are rethinking their
responsibilities. J. Brian Atwood,
administrator for the U.S. Agency for
International Development (AID), believes
the number of countries in which his
agency operates missions can be cut from
105 to perhaps 50. Cuts will be made in the
number of missions in developing countries
so that the agency's efforts can focus on
those nations that can absorb and manage
assistance.

Action: /he United States Information
Agency will cur the number of libvaries
dnd u'fereme centers it pays for overseas.'

Savings are also possible in overseas
facilities maintained by the United States
Information Agency. USIA maintains
libraries and other facilities in many
developed countries. as well as in emerging
countries, While facilities in the latter are
often crowded, those in developed countries
actract few customers: In Canada. for
example, a USIA library attracted only 568
walk-in visitors in a year. Eliminating some
of these facilities or turning them over to
their host countries could save an estimated
$51.5 million through 1999.'
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make the changes needed.”

Announcement of initiative to strumhnc
March 3, 199

Action: 7he Deparonent of State will
veduce by 11 the number of Marine
Guard detachments it employs.'®

By consolidating the storage of top secret
documents in overseas missions, the
Department of State can reduce the need
for Marine Guard detachments. The
Bureau of Diplomatic Security has
identified 11 posts where the Marine
Security Guard program could be
eliminated simply by moving documents to
other places.

Action: [uss legislation to allow the sale
of the Alaska Power Administration.'

The federal government once played a
crucial role in financing, developing and
operating the Alaska Power Administration
(APA). No longer. APA was created to
encourage economic development in Alaska
by making low-cost hydro-power available
to industry and to residential customers.
The project has succeeded and can now be
turned over to local ownership.

The federal government retains four
other Power Marketing Administrations
(PMAEs), which own hvdropower facilities
and sell the power they generate to public,
private, and cooperative utilities at cost.
These PMAs serve customers spreac
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throughout many states, so the facilities
cannor easily be sold to a local entitv. APA.
on the other hand, is unique: Its facilities
and customers are located in a single stare.
Various public agencies have already urged
the federal government to sell the APA
facilities. APA signed purchase agreements
to do so before 1993.

The sale is supported by state and local
officials. Alaska’s congressional delegation.
the Energy Department, the Office of
Management and Budget, and the House
Appropriations Committee. But Congress
has vet to pass the necessary authorizing
legislation. We urge it to do so. The sale
would bring $52.5 million into the U.S.
Treasury and save millions more in yearly
operating costs.

Action: Jormninate federai grant funding
Jfor Federal Aviation Adninistration
higher education programs.'

Success has rendered nwo FAA federal
subsidies obsolete. They have met the
objectives for which they were established
and can now be terminated. For example. in
1982, the Federal Aviation Administration
(FAA) launched a program to improve the
development and teaching of aviation
curricula at universities and other post-
secondary schools. The goal was to produce
graduares better prepaled for jobs in the
industrv.

So far, the FAA has spent about $4
million on consultants to upgrade schools’
programs Another $100 million was
appropriated—most at Congress’ insistence,
rather than FAAS request—to be given out
in grants so that the schools could buy
better facilitics and equipment. Many
schools now offer high quality aviation
training programs without support from the
FAA. Since $45 million of the
appropriation remains unspent. stopping
the program now can save this money.

Another program we no longer need is
the Collegiate Training Iniciative tor Air
Traffic Controllers. It was set up 1o
determine whether other institutions could
offer the same quality training for
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controllers as the FAA Academy does. If
they could. it would save the government
the $20.000 it costs to train each new
controller at the academy. The answer is
clearly ves. Five schools participating in the
program are producing well-qualified
controllers, although only two are receiving
government subsidies. It is now time to
phase out these remaining subsidies.

Action: Close the Uniformed Services
University of the Health Sciences."”®

The Department of Detense (DOD)
once faced shortages of medical personnel.
particularly of physicians. So. in 1972,
Congress created the Uniformed Services
University of the Health Sciences. Today,
the University " provides less than 10 percent
of the services physicians at a cost much
higher than other programs: University
physicians cost the federal government
$562.000 each, while subsidies under the
Health Professionals Scholarship Program
cost only $111,000 per physician. Closing
the facility and relying on the scholarship
program and volunteers would save DOD
$300 million over five vears.

Action: Suspend the acquisition of new
Jederal office space.”’

Over the next 5 vears, the federal
government is slated to spend more than
$800 million a year acquiring new federal
office space and courthouses. Under current
conditions, however, those acquisitions
don't make sense.

The federal workforce is being reduced,
the Resolution Trust Corporation is
disposing of real estate once held by failed
savings and loans at 10 to 50 cents on the
dollar, commercial office vacancy rates are
running in the 10 to 25 percent range, and
U.S. military bases arc being closed. All of
thesc factors suggest that the government
has many potential sources for office space
without buying any more buildings.

The GSA administrator will place an
immediate hold on GSA’s acquisition—
through construction, purchase, or lease—
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of net new office space. The administrator
will begin aggressive negotiations for
existing and new leases to further reduce
costs. And GSA will reevaluate and reduce
the costs of new courthouse construction.
These actions should save at least $2 billion
over the next 5 vears.

Eliminate Duplication

Government programs accumulate like
coral reefs—the slow and unplanned
accretion of tens of thousands of ideas,
legislative actions. and administrative
initiatives. But, as a participant at the Vice
President's HUD meeting told us. “There
isn't always a rational basis for the way we
are set up in this organization. Over the
vears, branches have developed; they have
been taken over by divisions; and we dont
look at the organization as a whole.” Now
we must clear our way through these reefs.

The National Performance Review has
looked at government as a whole. We have
identitied many areas of duplication. What
follow are recommendations for the first
round of cuts and consolidations.

Action: Eliminate the President’s
Intelligence Oversight Board.”’

No branch of government—including
the Executive Office of the President
(EOP)—is free of duplication. We will
begin the streamlining process in the EOP,
where two groups oversee intelligence—at
times tripping over each other and allowing
some issues to fall through jurisdictional
cracks. The President, by directive, should
terminate the President’s Intelligence
Oversight Board and assign its functions to
a standing committec of the President’s
Foreign Intelligence Advisory Board.

CUTTING BACK TO BASICS

Action: Consolidate training programs
Jfor unemployed people.?

Government's response to changing
circumstance often creates duplication. As
the economy has evolved, for example, we
have created at least four major programs to
help laid-off workers: the Economic
Dislocation and Worker Adjustment
Assistance Act (EDWAA) program, which
spends $517 million annually for those who
lose their jobs through plant closings or
major lavoffs; the Trade Adjustment
Assistance program (TAA), which
distributes $170 million for those who lose
jobs due to increased imports; the Defense
Conversion Adjustment program, which
dispenses $150 million for those
unemploved because of defense cuts: and a
program that allocates $50 million for those
unemployed duc to the enforcement of new
clean air standards. Even more programs are
in the pipeline.

But multiple programs aimed at
common goals don't work well.
Administrative overhead is doubled and
services suffer. Because each training
program is intended to help people
rendered jobless for different reasons, people
seeking work must wait for help until the
government determines which program
they are eligible for. The process is slow.
The General Accounting Office estimates
that less than one-tenth of TAA-eligible
workers receive any benefits within 15
weeks of losing their jobs, for example.*

The unemployed care less about why
thev lost their jobs than about enrolling in
training programs or finding other jobs.
Labor Secretary Robert Reich is proposing
legislative changes to consolidate programs
for workers who lose their jobs, regardiess of
the cause. His bill would also allow more
tunds to be used before workers lose
their jobs. In Chapter 1, we recommend
the consolidation of 20 education,
employment, and training programs. We
urge Congress to support both initiatives.
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Several training programs otfer similar
services through the same ottices—

* SOMETIMEs even using, the same

employees—Dburt requiring separate
management and reporting svstems. We can
cut bureaucracy and paperwork while
improving services to the customer by
merging these programs.

Consider the case ot the Veterans
i—mplm ment and Training Service (VETS)
in the Department of Labor (DOL.
Another operation in DOL ., che
Employment and Training Administracion
(ETA). tunds local Emplovment Services.
which. in turn. house statt dedicated to
providing veterans with advice on training
programs. But these staff are legally
prohibited trom serving non-veterans. So. it
a local ofhice is crowded with non-veterans.
these specialists cannot help out—cven if
they have no veterans to serve. Moving
VETS into the ETA will generate much
greater efficiency in the use of staff. leading
to shorter lines and better service.

We also recommend moving the Food
Stamp Training Program into the ETA.
Most training under the program is already
performed under contract by ETA staft. by
the Emplovment Service, or by local
education institutions. Overall. ETA can
offer poor people a much more
comprehensive range of job-search and
training services than can the Food Stamp
Training Progranm.

Action: :uluce the niinber ot
Deparmment af Education provvums from
230 0 1539

The nations concern with educacion has
led to an explosion of programs at all levels

of government. The Education Deparement

now funds 230 programs. nany of which
overlap. Since many are grants to state and
local governments, we face duplication in

i

Worhs Dirrrs o« Uosis 1

triplicate—multiple administrative systems
at all levels of government.

Of these 230 programs, 160 will award
monev through 243 different national
competitions this vear. The cumbersome
administrative svstems divert moneyv trom
activities more central to the departments
mission. These programs should be reduced
in number and their procedures
streamlined.

The department has begun retorming
and streamlining programs, particularly
those under the Elementary and Secondary
Education Act. This will make it easier for
schools to get the money without jumping
through so many burcaucratic hoops. We
propose to eliminate and consolidate more
programs that have served.rheir original
purpose or would be more appropriatelv
tunded through non-tederal sources. The
savings, as much as $515 million over 6
vears, can be better used for other
departmental priorities. For example:

* The department administers two
programs—the National Academy
of Space. Science. and Technology
program and the National Science
Scholars program—that gjve
scholarships to post-secondary math.
science. and engineering students.
These two should be combined.

* State Student Incentives Grants were
created to encourage states to
develop needs-based student aid
programs. Since all states now have
their own programs, the federal
program is no longer needed.

* The Research Libraries” program
funds research libraries to build their
collections. University endowments
could and should support these
efforts. withour tederal subsidy.
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Action: Eliminate the Food Safety

and Inspection Service as a separate
agency by consolidating all food safery
responsibilities under the Food and Drug
Administration.”

Sometimes dupli-ation among tederal
programs can make us ill—even kill us.
Take the way we inspect tood for
contamination. Several agencies are
involved, each operating under separate
legislation, with different standards, and
with staff trained in different procedures. In
1992, the Food and Drug Administration
(FDA)—part of the Department of Health
and Human Services—devoted abour 255
staff vears to inspecting 33,000 food stores,
while the Food Safety and Inspection
Service (FSIS)—part of the Department of
Agriculture—devoted 9,000 staff vears to
inspecting 6,100 food processing plants.

But this duplication doesn't mean that
we cover all sources of contamination
thoroughly. Meatand poultry products
must be inspected daily, while shellfish,
which have the same risk of causing food
borne illness, are not required by law to be
federally inspected. Too many items fall
th.cough the bureaucratic cracks. Not only
that, enforcement powers vary among the
different agencies. If the FDA finds
unsanitary plant conditions or
contaminated products, compliance is
usually voluntary because the agency lacks
FSIS’s powers to close plants or seize or
detain suspect or known contaminated
products. And if one agency refersa
problem to another. follow up is at best
slow and at worst ignoted.

With no fewer than 21 agencies engaged
in research on food safety, often duplicating
each other efforts, we aren't progressing fast
enough in understanding and overcoming
life-threatening illness. As recent and fatal
outbreaks of food-borne illness attest,
multiple agencies arent adequately
protecting Americans.

Under our recommended streamlining,
the FDA would handle all food safety
regulations and inspection, spanning the
work of the many different agencies now

~
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involved. The new FDA would have the
power to require all food processing plants
to identify the danger points in their
processes on which safety inspections would
tocus. Where and how inspections are
carried out, not the number or frequency of
inspections, determines the efficiency of the
system.

The FDA would also develop rigorous.
scientifically based svstems for conducting
inspections. Today, we rely, primarily. on
inspection by touch, sight, and smell.
Modern technology allows more reliable
methods. We should employ the full power
of modern technology to detect the
presence of microbes. giving Americans the
best possible protection. Wherever possible.
reporting should be automated so that
high-risk foods and high-risk food
processors can be found quickly.
Enforcement powers should be uniform for
all types of foods, with incentives built in to

reward businesses with strong safety records.

Action: Consolidate non-military
international broadcasting.”

The U.S. government funds several
overseas broadcasting services—including
those operated by the United States
Information Agency’s Bureau of
Broadcasting, which accounts for one-third
of the agency’s $1.2 billion budget, and
services such as Radio Free Europe and
Radio Libery, which have budgets tota:ling
$220 million a year. All non-military
international broadcasting services should
be consolidated under the USIA. Part of
this was propsed in the President’s budget
request for fiscal vear 1994.

Action: Cieate a single civilian polar
satellite systen™”

Collecting temperature, moisture. and
other weather and environmental
information from polar satellites is a vital
task, both for weather forecasting and for
global climate studics. But we have two
different systems, one run by the
Department of Defense and the other by

105

101




the National Occanic and Atmspheric
Administration. On top of this, the
National Acronautics and Space
Administration is planning a third. Over
the next ten vears these three svstems will
cost taxpavers about $6 biltion. Congress
should enact legislation requiring these
agencics to consolidate their cfforts into a
single svstern, saving as much as $1.3 billion
over the same period.

Action: liausfer the functions of the
Railroad Rerirement Benefits Board to

other agencies’’

The government can operate with fewer
pension management svstems. In 1934,
Congress set up the Railroad Retirement
Board to protect railroad workers in the face
of financial problems. to allow workers to
transfer among railroads. and to encourage
early retirement to create jobs-for the
millions of vounger workers. In those days,
the huge national public pension system,
Social Security, was not vet in place; neither
were the state-federal unemployment
insurance systems nor Medicare.

Today. it makes no sense for a separate
agency to administer benefits for a single
industry. Social Security Administration
can administer social security benefits for
railroad workers as it administers them for
everyone else: unemployment insurance
systems can serve unemployed railroad
workers as well as it serves other
unemployeu poople; and the Health Care
Financing Administration can incorporate
railroad workers health care benefits into
the Medicare system.*!

Action: Tiansfer law enforcement
Junctions of the Drug Enforcement
Administration and the Bureau of
Alcobol. Tobacco, and Firearns to the
Federal Bureau of Investigation.’”

More than 140 federal agencies are
responsible for enforcing 4,100 federal
criminal laws. Most federal crimes involve
violations of several laws and fall under the
jurisdiction of several agencies: a drug case
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may involve violations of financial, firearms,
immigration and customs laws, as well as
drug statutes. Unfortunately, too many
cooks spoil the broth. Agencies squabble
over turt, fail to cooperace. or delay matters
while attempting to agree - .n common
policics.

The first step in consolidating law
enforcement etfores will be major structural
changes to integrate drug enforcement
efforts of the DEA and FBI. This will create
savings in administrative and support
functions such as laboratories, legal scrvices,
training facilities, and administration. Most
important, the tederal government will get a
much more powerful weapon in its fight
against crime.

When this has been successtully
accomplished. we will move toward
combining the enforcement functions of
the Bureau of Alcohol, Tobacco and
Firearms (BATF) into the FBI and merge
BATF's regulatory and revenue functions
into the IRS. BATF was originally created as
a revenue collection agency but, as the war
on drugs escalated, it was drafted into the
law enforcement business. We believe that
war would be waged most successfully
under the auspices of a single federal agency.

Eliminate Special Interest Privileges

Some programs were never needed. They
exist only because powerful special interest
oroups succeeded in pushing them through
Congress. Claiming to pursue national
objectives. Congress, at times, funds
programs that guarantee profits to spec1flc
industries by restricting imports, raising
prices, or paying direct and unnecessary
subsidies.

Special interest groups come in all shapes
and sizes and their privileges are as diverse.
Producers of crops. residents of certain
arcas, and holders nf some occupations have
all succeeded in persuading Congress that
their needs are special and their claim on
special treatment is deserving,
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Action: Liiminate federai support
AVIIEN®S [OF WOOL aitd Mondir:

During World War Il and the Korean
contlict, the LS. was torced to import
about half the wool needed for milicary
uniforms. 1o cut dependence on toreign
suppliers, Congress in 1954 passed the
National Wool Act, providing direct
payments to American wool producers. The
more wool a producer sold. the grearer the
government subsidy. In 1960, the Pentagon
removed wool from its list of strategic
materials. But the Wool Act remained in
effect—a tribute to adepr lobbying.

Between 1994 and 1999, wool subsidics
will cost an estimated $923 million. About
half the payments will go to ranchers who
raise Angora goats for mohair—a product
that is 80 percent exported. So American
taxpayers will subsidize the price ot mohair
sweaters overseas! In some vears, subsidies
provide more income than sales. The 1990
mohair checks, tor example, toralled $3.87
for every dollars worth of mohair sold.

Today, about half the beneticiaries receive
only $44 a vear cach. Buz the top one
percent of sheep misers capture a quarter of
the monev—nearly $100,000 cach. The
national interest does not require this
program. It provides an unnecessary subsidy
tor the wealthy.

Action: Eliminaze federal price supports
for bouev.*

World War IT also broughr us federal
subsidics for honey production. During the
war, honey was declared essential because
the military used bees wax to wrap
ammunition. and citizens replaced rationed
sugar with honey. When honey prices
dropped after the war. the federal
government began subsidizing honey
production.

The program was intended to be
temporary—rto last until there were enough
honevbees available tor pollination. But
more than 40 vears later, every bee keeper in
the U.S. is cligible for tederal loans. In
1992, the federal government paid 7 cents a
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pound more to borrow money than ic
charged bee keepers. Taxpayers paid the
difference. It it were to scrap the program.
Congress would save taxpayers 515 million
over the next six vears,

Action: Kescind uli unobliqarea' contract
authority and appropriations, for erzsum,'
highway demonstvation projects.’

The practice of directing tederal highway
funds toward spending on specitic
demonstration projects—and away from
regular state-level allocations—is increasing,
This is not. tor several reasons. a good
trend.

In 1991. the General Accounting Oftice
(GAO) examined the contributiors of
demonstration projects—uwhich range from
paving a gravel road to building a mult-
lane hlgh\\ av—to the nations overall
highway needs. Looking specifically at the
$1.3 billion authorized to fund 152 projects
under the 1987 Surface Transportation and
Uniform Relocation and Assistance Act.
GAO found that “most of the projects...did
not respond to states’ and regions’ most
critical federal-aid needs.” Indeed. in more
than half the cases. the projects werent cven
included in regional and state plan—
tvpically because officials believed the
projects would provide onlv limited
benefits. GAO also discovered that 10
projects—worth $31 million in
demonstration funds—uwere for local roads
not even entitled to receive federal highway
funding. In other words, many highway
demonstration projects are litcle more than
federal pork.

Perhaps even worse, there’s no guarantee
that all these highway demonstration
projects., once started, will ever be finished.
GAO noted that project completion costs
will greatly exceed authorized tederal and
state contributions, and that state officials
are uncertain where they will find more
funding. Further. only 36 percent of the
project funds GAQ reviewed had even been
obligated by the beginning of fiscal vear
1991, even though they were authorized in
1987. Some projects with no activity since
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1987 may never use their funds. Finally,
no federal provisions allow for canceling
or redirecting funds, nor can states
redirect demonstration funds to other
transportation projects.”®

We urge Congress to rescind all
unobligated authority and appropriations
for highway demonstration projects. Some
of the savings would go to the taxpayers.
We recommend that all highway projects be
forced to compete for any remaining savings
through the normal allocation and planning
processes set up in more recent legislation.

Action: Cur Essential Air Service
stbsidies.’”

Sometimes, to push through controversial
changes, Congress grants affected groups
special privileges. This was the case when
airlines were deregulated in 1978. Because
people living in small towns feared the loss
of air service, Congress created the Essential
Air Service program. The program

anteed continue services for a decade—
with federal subsidies if necessary. The
purpose was to allow these communities to
learn to live in a deregulated environment.
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But the program didn't end in 1988 as
scheduled. Quite the opposite. Congress
extended it for another ten years and its
budget has grown—from $30.6 million in
1988 to $38.6 million in 1993.

The program is unneeded: 25 subsidized
communities are less than 75 miles from
hub airports. It is also costly: nine locations,
receiving $3 million in subsidies in 1992,
carried five or fewer passengers a day—one
community, only 60 miles from a hub
airport, received subsidies averaging $433
per passenger.

Opposition to the program is rising. The
Transportation Department’s Inspector
General has concluded that the program’s
costs outweigh its benefits. And after many
vears of resistance, a Congressional
subcommittee agreed this year that the
program lacks merit-based criteria. It’s time
to prune these subsidies. We recommend
eliminating subsidies to locations in the 48
contiguous states within 70 miles of a hub
airport; limiting subsidies to no more than
$200 a passenger, and giving the
Transportation Department authority to
establish more restrictive criteria over time.
This would save $13 million a year.

STEP 2: COLLECTING MORE

iven the size of the federal deficit,

government must find better, more

efficient, and more effective ways
to pay for its activities. In Chapter 2, we
showed how government could become
more businesslike. In this section. we
propose three ways to increase federal
revenues: introducing or increasinz market-
based user fees, collecting what is due the
government in delinquent loans and in
accidental or fraudulent overpayment of
benefits, and refinancing debt at lower
interest rates.

Some people take advantage of
government's largesse. They default on
loans, or they double claim for health
insurance benefits. Government has made it
far too easy for people to get away with
such actions. As a result, honest people are

subsidizing their less scrupulous neighbors.
Their actions raise the costs of federal
programs, divert money from where it was
intended, and discredit our system of
governance. Here are the first steps we will
take to end these practices.

Raising User Fees

Congress and federal agencies have shied
away from charging for federal services. But
government surely produces many goods
and services for which consumers could,
and should, pay.” User fees can serve exactly
the same function as prices do—providing
federal managers with invaluable
information about their customers. If
customers like the services they are paying

111




for—if thev find the experience of visiting a
particular national park enjovable, for
example—revenues will increase. If the
agency can keep some of its additional
revenues, it will be able to payv the increased
operating costs associated with its rising
number of customers. It will, as a result,
learn to care about satistving those
customers.

Paving for the services vou receive also is
an issue of fairness. Why should taxpayers
subsidize concessionaires or visitors to
National Parks, or pay the cost of
determining whether a business should
dump sludge into the nation’s waterwavs?
Many services government provides because
they are in the national interest or because
we do not expect people to pay for them.
But the customers of some government
activities could and should pay. Many
agencies, including the Food and Drug
Administration, The Patent and Trademark
Oftice, the National Technical Information
Service. and the Securities and Exchange
Commission already charge their customers
fees. In some cases, these fees cover the full
cost of operations. Taxpavers are not called
upon to pay tor the services that others
receive. But, most agencies arent allowed to
keep the fees—the revenues are sent to the
Treasurv. Under these circumstances.
agencies have no incentive to increase fees it
market conditions merit it.

Where fees are allowed. Congress otien
limits them—removing any discretion trom
local managers. The National Park Service,
tor example, cannot charge more than $5
per car or $3 a visitor at many parks. At
busy Yellowstone, Grand Teton, and the
Grand Canvon. fees are limited to $10 a
vchicle and $5 a visitor. Ending subsidies to
concessionaires and moderately increasing
tees would lec the National Park Service
invest more in its crumbling infrastructure,
and spend more to protect Americas
priccless natural heritage.

Tivo-thirds of all th.¢ National Park
Services facilities charge no admission tee at
all. Yet the Park Service sutters from a multi-
billion dollar backlog in infrastructure
repair and rehabilitation projects for the
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National Park System. One-third of NPS
primary paved roads are in poor or failing
condition; a tenth of employee housing is
obsolete or deteriorated; and 4,700 planned
natural and cultural resource projects are on
the waiting list for funding. Meanwhile.
demands on the parks are rising sharply as
the number of visitors—both American and
foreign—grows cach year.™

Action: . /low wil agencies grearer
Qeedoin i settag foes 105 servees i i
DOW 11e FePCILHES oD UIOSE [ £5 il 110
Adseet.

Even with a modest increase in fees. a
tamily of tour will pay less to spend a week
in Yellowstone National Park than they
would to see a first-run movie. The
National Park Service should be allowed to
keep 50 percent of revenues from fees to
pay for vital services and projects.

The natural ‘ear is that federal facilities
a:e 'nonopolies and, unless their pricing
policies were regulated, they would become
price-gauging protiteers. The concern is
appropriate, but the policies it has led to are
not. We would not recommend that
national parks or documents repositories.
for example, become federal profit
centers—but they could, certainly. cover a
larger part of their costs. They cannot
charge exorbitant prices—atter all, parks are
in competition with each other. and with
many privately owned recreation areas, The
market will control the revenues they can
realistically collect.

Pricing policy is an important
management tool, and we recommend that
Congress place it in the hands of many
more federal managers. The National
Performance Review recommends
increasing the use of user tees tor many
activities. For example:

* The FDA must ensure that 1.5
million food products imported cach
vear meet the same safety and
labeling standards as domestic
products. It also certifies the safety of
exported foods. Taxpavers, not
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manutfacturers, pav for these
inspections. User tees could save
taxpayers as much as $1.4 billion
over 5 vears.” The agency should
also have the power to collect tees for
conducting inspections and reviews,
processing petitions and
applications, analyzing samples and
issuing device reports for food.
drugs, devices, and radiological
products.

The Department of Veterans Atfairs
runs a program to guarantee home
loans for veterans. It lets them
borrow at lower costs and make
smaller down payments than would
be possible withour assistance.
because the guarantee protects
lenders in the event of foreclosure by
reducing their potential loss. The
department collects tees for this
service, yet they are set very low. A
modest increase in fees costing an
extra $6 per month, for example,
would still provide homebuyers with
better-than-marker terms. Yet it
would generate an additional $811.4
million over 6 years."!

Under the Clean Water Act. the
Army Corps of Engineers issues
permits for discharges of dredged or
filled materials into rivers, lakes and
streams. The Corps has processed
15,000 applications at a total cost of
$86 million. Yet it has charged only
token fees for its services, collecting
only $400,000 annually. This
amounts to0 a $12 million annual
subsidy for commercial customers,
according to Defense Department
estimates. Higher fees would help
not only taxpayers but Corps
customers, because additional
revenues could pay for faster
processing of applications.*

The Small Business Administration
should have the power to establish
user fees for the services they provide

A b+ ot st bt b

through the nationwide Small
Business Development Center
(SBDC) program. SBDC customers
like the services they get. so the
revenues from tees will enable the
centers to expand successtul
programs.

Action: lucreasc revenues by refinancing
debt or raising federal hydropower rates
to cover full operating costs.”

The Power Marketing Administrations
(PMAs), such as Alaska Power, were
mandated in 1944 to sell their power at low
rates to help promote development in
sparselv populated areas. Rates are still low
roday; in fact. the PMAs sell power to their
public. private and cooperative utility
customers at below market rates. Thus, the
low electricity rates enjoyed by customers in
some areas are subsidized by American
taxpayers in others. Taxpavers subsidize
PMA utility customers through low-interest
loans. The interest rates most PMAs pay the
government are artifically low. As the
interest on the Treasury’s long-term debt
climbed in the 1960s, 1970s, and 1980s,
the differential between those rates and rates
on PMA loans created federal subsidies for
these projects.

The Energy Department will take
immediate steps to increase revenues from
hydropower operations. The department
will set a new rate policy for specified PMAs
to seek recovery of full operating costs. As
an alternative, the Energy Department may
attempt to restructure the financing of the
Bonneville Power Administration’s debt,
allowing Bonneville to issue bonds at
market rates and repay its low-interest
Treasury loans. The deparement will
attempt to achieve such a refinancing with
minimal effects on the near-term rates paid
by its customers by secking favorable bond
interest rates and lengthening terms of
repavment.
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Collecting Debt

At the end of last year the tederal
government was owed $241 billion by
former students. small businesses. farmers.
companies developing alternative energy
sources—even foreign companies and
governments. This makes the federal
government the nations largest lender. Of
this total. a shocking $47 billion—20
percent of the total—was delinquent. **

To some extent, the federal government’s
unpaid debrs retlect the fact that some of its
loan programs operate more like grant
programs. They are designed to meet
national policy goals such as increasing the
number of physicians in rural areas and
supporting democratic governments
overseas. But in other cases agencies have
done a poor job in collecting what they are
owed. After all, agencies are rarely held
accountable for unpaid loans. All too
frequently, neither are delinquent
borrowers.

If agencies were to put a higher priority
on pursuing delinquent debtand if
Congress were to grant them greater
flexibility in cheir debt collection
operations, the federal government could
collect more of what it is owed. The Office
of Management and Budget will work with
cach agency to develop debt collecting
strategies that employ the following
expanded powers,

Action: Give agencies the flexibility to
use some of the money they collect from
delinquent debts to pay for further debt
collection efforts, and to keep a portion of
the increased collections.”

Small investments in debt collecting can
vield high returns. In 1989, the GAO
discovered that the Veterans Administration
had not recovered $223 million in health
payments from third parties, such as
insurers, Congress then changed the rules,
allowing the VA to keep a portion of
recovered third-party payments for
administrative costs. With this incentive,
the VA increased its recovery effort. The

-
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result: a four-fold increase in collections
since 1989.

The VA. now called the Department of
Veterans Affairs, wants to go even further by
expanding its cost recovery efforts into its
loan programs and estabhshmg cost-sharing,
performance incentives. Local hospitals, for
example, might be allowed to keep some of
the revenues they generate to buy new
medical equipment. Overall, VA believes it
could pull in another $500 million through
1999.

Opportunities like this occur throughout
the federal government. The Education
Department, for example, wants to use the
additional repavments it would collect to pay
for further collections ot Higher Education
Acr debts. Budger offices tend to oppose the
idea of sharing new earnings with the agency
in question, because they want 100 percent
of the earnings to meet deficit reduction
targets. But unless the agencies have
incentives to generate the earnings, thev
rarely produce them in the first place.

The solution is twofold. First, Congress
should allow agencies to use some of the
money they now collect from delinquent
debts to pay for further debrt collection
efforts. Second. it should increase the
incentives agencies have to pursue debt
collections, by letting them use a small
portion of their increased collections to
invest in improving their overall operations.

Action: Eliminate restrictions that
prevent federal agencies from using

private collection agencies to collect
debt.*®

In addition to sharing in their earnings,
agencies would benefit from being able to
use private debt collectors, as the
Department of Education has done. While
we know how cost-effective private
collection agencies are, many agencies—
including the Farmers Home
Administration, Social Security. the IRS,
and the Customs Service—are statutorily
prohibited from using private agencies for
the job. even on a contingency-fee basis.
Congress should lift those restrictions.
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Action: /iuthorize the Deparnment of
Justice to retain up to one percent of
smounts collected througi civil debr
collections ro cover costs.*

When borrowers default on their federal
loans, the first step is for the lending agency
to try to collect—or. if permissible, to use a
private debr collection agency. If these
measures fail, agencies refer claims to the
Department of Justice. While the
Department handles the larger claims itself.
it refers those under $500,000—which
constitute 90 percent of all claims—rto local
U.S. attorneys’ offices. In overworked U.S.
attorney’s offices, debt collection is often a
low priority.

To encourage the Department of Justice
to collect debts, Congress should allow the
deparcment to retain 1 percent of
everything it collects through litigating civil
debt cases under $500,000. These retained
tunds should be used for paying staff
working on debt collection, for paying case-
related costs, and for paying for training and
other investments to improve local debt

collection programs.

Action: /e Rovalty Management
Program will increase the rovalty
payments it collects v developing new
computer pragrams to analvze and cross-
verify deata.”

The federal government collects royalty
payments from mining companies
recovering minerals from federal land. The
Interior Department’s Minerals
Management Service (MMS), the agency
charged with the job, collects $4.7 billion
annually. But its audiring system is limited
and focuses heavily on the companies
paying the largest royalties—so smaller
companies don't always pay their share. The
Department of the Interior will increase its
collections—by as much as $28 million
over five years—by developing better
accounting and auditing systems. To make
sure MMS can collect its dues, the Interior
Department will ask Congress for
permission to assess penalties on substantial

o
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underpayments and to impose fees on a
broader range of administrative costs.

Action: {11'D should offer incentive
conmracts to private companies to help
federally suvsidized home owners
sefinance their mortgages at lower rates.””

HUD has succeeded in extending the
dream of home ownership to many people.
But the HUD section 235 program does
not take advantage of lower interest rates
because the assisted owners do not have
enough incentive to go through the work
and bother of refinancing.

We recommend that HUD offer
incentive contracts to private companies to
let them share a percentage of the savings to
the governmenc of refinancing the
mortgages. They could work with the home
owners to arrange refinancing, doing the
necessary leg work and make cost effective
payments to home owners to induce them
to refinance. Projected savings from this
program could exceed $210 million
over five years. Yet program beneficiaries
would continue to receive exactly the
same benetits.

Eliminating Fraud

While many think government steals
from people, the reverse is also true: People
steal from government. And, unlike private
companies, some government agencies
aren't very good at finding and prosecuting
thieves. Moreover, the bureaucracy does too
little to deter dishonest people.

Action: Slake it a felony to knowingly
lie on an application for benefits under
the federal Employees’ Compensation Act
el amend Federal law so tndividuals
convicted of fraud ave ineligible for

vontinued benefits.>

The tederal government manages many
programs that provide benefits to people
injured or taken sick. Not all the recipients
are legitimate. When agencies discover
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fraud, however, they are often hamstrung in
their ability to terminate benefits—so they
keep paying fraudulent claims. For example,
under the Federal Employees’
Compensation Act (FECA), the Office of
Workers' Compensation Programs cannot
terminate benefits even after finding thar
someone made false statements about a
disability or an iliness.

[n one case, a former federal employee
collected almost $200,000 in benefits under
the FECA disability program while
working. When a witness told the
government about the fraud. the employee
hired someone to kill him. The emplovee
was convicted of falsifying his application
for FECA benefits, but the government
could not cur off his compensation on the
basis of his original false statements alone.’!

Action: [mprove processes for removing
people who are no longer disabled from

disability insurance rolls.>

The Social Security Administrarion
serves more than 10 million people through
two disability programs, Disability
Insurance and Supplemental Security
Income. But the General Accounting Office
has estimated that 30,000 of these recipients
are no longer eligible. Overpayments from
the trust funds to ineligible people are
projected to reach $1.4 billion by 1997.>
The Social Security Administration faces a
dual problem: overpayment to unlawful
claimants and lengthy delays in providing
benefits to legitimate claimants. Using
present management practices. the agency
lacks the staff to review its rapidly escalating
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caseload. The backlog of 70u,000 pending
claims is taking priority over reviewing
continuing cases.

The agency is working to create a single
disability claims processing system, but it
needs greater budget flexibility to invest in
hardware and software and to redeploy staff
to meet growing demands.*

Action:Cieate a clearinghouse for the
reporting and disclosure of death data.’

Obviously, no federal agency should
continue paying benefits after recipients
have died. But stopping payments is not
easy because sharing death information
among different levels of government is
restricted and not always reliable. The Social
Security Administration regularly obrains
death information from states under
agreements with each of them (except
Virginia). But most agreements restrict
SSAs disclosure of death data, so the
information the SSA collects cannor always
be shared with those running other
federally- and state-administered benefits
programs. The result is millions of dollars in
overpayments. For Americans living
overseas, the problem is even worse. SSA
gives benefit checks to overseas embassies to
deliver. The State Department claims that
SSA must check that the recipients are still
alive; SSA says that it’s the State
Departments job.

We need not serve customers who are no
longer alive. Congress should amend the
Social Security Act to allow SSA to share
death information with other programs.*®

-
oy
i
(4]

109




110

TROM RED LAPL TO RESULTS o CREALING A GOVFRNMENT THAL WORKS Brrrer & Cosis LLss

STEP 3: INVESTING IN GREATER PRODUCTIVITY

ne ot the greatest obstacles to

innovation in governmentc is the

absence of investment capital. The
appropriations tor most federal agencies last
only one vear: anvrhing left over ac the end
of the vear disappears. So it's difficult for
organizations to scrape together enough
money to make even small investments in
training, technology. new work processes, or

and Justice operate working capital funds
that finance specitic innavations, such as
modernizing information technology and
computer systems. And the Commerce
Department has a Pioneer Fund that gives
employees cash grants (rather than loans) of
up to $30.000 to finance quality and
productivity improvements. The money
can be used for supplies. equipment, or

program innovations. \We have

recommended that agencies be allowed to
keep half of anv savings thev can generate.

In addition. we propose a series of
innovadion tunds from which thev can
borrow. When managers and their

emplovees are allowed to borrow for long-
term investiments, they have a real incentive

to implement creative new ideas.
The IRS and Intenior l)cp.\rtment
already have innovation funds.’

The Productivity Bank: Paying
Big Interest in Philadelphia

Mayor Ed Rendell says it’s not hard to -

change incentives so that public employees save
money.

-1

“We tell a department, “You go out there and
do good work,” ™ Rendell told the National

Performance Review’s Reinventing Government

Summit in his city. ““You produce more

Treasury

expert services. Some funds have financed
projects related to advanced technology.
such as the development of public
information on CD-ROMs.

State and local governments use this
approach quite often. Many cities have long
had some form of innovation fund. In
Florida, Governor Lawton Chiles cut
departmental budgers by five percent across
the board. then gave half back to agencies
that developed plans to invest in higher

. When the Department of Licenseand ‘( Z
. Inspection beefed up collection and o 3'
“enforcement efforts and generated $2.8 million -
morcthan expected in 1992, Rendell said, tlvxem_.‘_' ‘;
. city let the department keep $1 million of the,
" savings to hire more inspectors and, in turn, .4
exceed the $2.8 million in 1993. B £‘: .
The city also opened a Productivity Bank,
from which departments can borrow for ",, 4

" .investment-type projects—that is, capital -+

revenue. You cut waste. And we'll let you keep
some of the savings of the increased revenue.”

Traditionally, the mayor said, “every nickel
that they would have saved would have gone
right back to the general fund... They would
have gotten a pat on the back, but nothing
else.” Now, city employees save because their
departments can keep some of the savings for
projects to help them perform better.

.-

equipment—to produce either savingsor " !

 enough revenues to repay the loan in five years.

To ensure that departments don't apply iy ]
frivolously, the city subtracts loan payments
from annual departmental budgets.

Successes already abound. The Public
Property Department repaid a $350,000 loan
to buy energy efficient lamps in one year—after
saving $700,000 in energy costs.
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productiviey and cffectiveness.

At the tederal level. one important use for
such funds would be rechnology -
investments. These are often considered too
expensive for agencies’ operating budgets.
even though rhw save money in the tuture.
The Agency for International Dev elopment,
for instance. needs a centralized information
management svstem to coordinate its
central ottice with its international field
offices. Because its information svstems lack
essential data and are not coordinated. they
provide inconsistent. inaccurate, and
incomplete reporting that managers
trequently do not trust. Agencies such as
AID should have authoriey to create
innovation funds for capital investment
loans to reduce tutuze operating costs.

Action: Allow all agencies and
departments to create innovation funds>®

Congress should authorize a two tier
svstem of innovation funds: small loan
funds within agencies: larger funds at the
departmental level. These would be
capitalized through retained savings from
operational appropriations. For the new
system to work well, Congress should allow
all new and existing innovation funds to
invest in joint projects with other agency
funds. with state or local governments, or
with industry.

If managed according to market
principles. innovation funds would produce
measurable improvements in agency
efficiency and significant taxpayers savings.
Strict repayment schedules. with interest.
would discourage careless borrowing,

Ac'on: 7he government should ensure
that theve is no budget bias against long-
term investments,’’

art of straightening out the govern-
ments books will involve adopting some
financial distinctions that business uses.
Federal bookkeeping rules discourage

CUTTING BACK TO Basics

government investments in productive fixed
assets. like computer systems. Right now.
we count a $5 million investment to
purchase a Local Area Network computer
svstem in exactly the same way as we count
$5 million spent on staff salaries. American
businesses do it differently. Business
depreciates fixed assets over time: If the $5
million computer system has a useful life of
five years, then its $5 million acquisition
costs will be spread ouz over five vears. Poor
choices ot capital investment and the
acquisition methods are currently costing
the taxpaver millions of dollars each vear.

Listen to Eleanor Travers. the director of
Pathology and Laboratorv Medicine for the
Veterans Hospital Administration. She told
the National Performance Review meeting
at the Department of Veterans Affairs in
August 1993:

Procurement of equipment is held up
because capital dollars to purchase
equipment are frozen. And you asked
whar dumb rules there were we could
change. Allow our hospiral directors and
our rop managess to use operaring dollars
when they find its necessary to do leasing
rather than purchasing . . . Please help
us loosen up the capital fund so thar we
dont have to go to Congress and wait
two and a half years for this line item to
change.

The budget should recognize the
special nature and long-term benefits of
investments in fixed assets through a
separate capital budget, operating budget,
and cash budget. The separate capital
budget will explicitly show expenditures on
fixed assets, and will help to steer our scarce
resources toward the most economical
means of acquisition of the most needed
assets. The cash budget reflects the effect of
both the capital and the operating budget
on the economy. Therefore. the discipline
of the cash outlay caps in the Budget
Enforcement A :t must be maintained.
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STEP 4: REENGINFERING PROGRAMS

TO CUuT COSTS

n the past turbulent decade, many

companies have been torced to

recognize that they werent organized in
the right way to do what they were doing,
Their organization structure reflected
history, not current needs. Reform wasn't
easy—too many people had vested incerests
in preserving, their particular part of the
organization. As a result, most attempts at
reorganization were reduced to shifting
things among different boxes on
organizational charts. Businesses found tha.

\We are determined to move from an
industrial age government to information age
government, from a government pre-occupied
with sustaining itself to a government clearly
focused on serving the people.

Vice President Al Gore
May 24, 1993

the only way to break the mold was to
reengineer—to forget how they were
organized, decide what they needed to do.
and design the best structure to do it, An
obvious insight? Perhaps. But the best ideas
arc always the ones that seem obvious—
after their discovery.

We will reengineer the work of
government agencies in two ways. First, we
will expand the use of new technologies.
With computers and teleccommunications,
we need not do things as we have in the
past. We can design a customer-driven
electronic government that operates in ways
that, 10 years ago. the most visionary
planner could not have imagined.

Second, we will speed up the adoption of
new ways to improve federal operations.
Most ot this work will be done by the
federal agencies themselves, An outside

performance review could never learn
enough about internal agency work
processes to redesign them intelligently. Buc
we can begin to redesign several broad
government-wide processes: The way we
design programs. develop regulations, and
resolve disputes.

Electronic Government

The history of the closing decade of this
century is bemg written on computer. You
wouldn't know it if vou worked for many
federal agencics, however. While private
businesses have spent the past two decades
either getting rich by developing new
computer technologics or frantically trving
to keep up with them, government s still
doing things our parents—perhaps even our
grandparents—would recognize.

Offshoots of the unexpected and fertile
marriage between computers and
telephones have changed just about
everything we do—how we work. where we
work, the design of the workplace. and the
skills we need to continue working.

Organizations don't need as many people
collecting information because computers
can do much of it automatically. They don't
need as many people processing that
information because clever software
programs can give managers what thev need
at the press of a button.

Factories don' need to stockpile large
inventories because smart machines on the
assembly lines order components from
equally smart machines working for
suppliers. Yet government agencies stand
guard over warehouses of unused office
furniture. Retailers ship the right size of
clothing to customers as soon as they receive
a telephone order and a credit card number.
Yet we can't pay our taxes that way.

Computer companies give technical
advice for our computers ‘and software over
the telephone 24 hours a day by fax.
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modem, or voice. Yet, the Social Secuticy
Administration cant do the same.

Failure to adapt to the information age
threatens many aspects of government. Take
the State Department, a globe-spanning
organization dependent on fast and accurate
communications. Its equipment is so old-
fashioned that the Office of Management
and Budget says “worldwide systems could
suffer trom significant downtime and even
failure.™ According to OMB. its systems
are so obsolete and incompatible that
emplovees often have to re-enter data
several times. These problems icopardize
our ability to meet our foreign policy
objectives.

Or think about the way our government
sends out checks. For 15 vears, electronic
tunds transfers have been widelv used. They
cost only 6 cents per transfer. compared
with 36 cents per check. Yet each vear,
Treasury's Financial Management Service
still disburses some 100 million more
checks than electronic funds transters.

We still pay abourt one federal employee
in six by check and reimburse about half of
travel expenses by check. Only one-half of
Social Security payments—which account
for 60 percent of all federal pavments—are
made electronically, making SSA the world’s
largest issuer of checks. Only 48 percent of
the Veterans Affairs Departments payments
are made electronically. Fewer than one in
five Supplemental Security Income
pavments and one in ten tax refunds are
transferred clectronically.”! We have only
begun to think about combining clectronic
tunds transters for welfare, food stamps,
subsidies for training programs. and many
other government activities.

Private financial transactions have
become a lot easier in the past decade: bank
cash machines are open 24 hours a day.
credit cards let us avoid carryving cash, ‘and
we can buy goods over the telephone. This
saves many of us a lot of time and money. It
could save the Government a lot of time
and money, too. Consider the paper chase
involved in running the weltare system. The
Food Stamp Program. alone. involves
billions of bits of paper that absorb

3]
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thousands of administrative staff vears.
More than 3 billion food stamps will be
printed this vear and distributed to more
than 10 million households. Each month.
210.000 authorized food retailers receive
these coupons in exchange for food. These
retailers carry stacks of coupons to 10,000
participating financial institutions, which
then exchange them with Federal Reserve
Banks tor currency. The Federal Reserve
Banks count the coupons—although they
already have been counted more than a
dozen times—and destroy them. The
administrative cost of this system—shared
equally by federal and state governments—
is almost $400 million a vear.

We will support Agriculture’s
commitment to the goal of issuing food
stamps electronically by 1996. Electronic
benetits transfer could eliminate the paper
chase, improve services to customers, and
reduce fraud. At the same time, it could be
used to authorize Medicaid payments.
distribute welfare payvments, infant
nutrition support, state general assistance,
and housing assistance. It could eliminate
billions of checks. coupons. and all the
other paperwork, record keeping and
eligibility forms that clutter the welfare
system.

Why has business moved faster than
government into the electronic
marketplace? In the first place. government
is a monopolv. Public orranizations don' go
out of business if they don't have the latest
and smartest machines or the best approach
to managing resources. In the second,
emplovees who do want to modernize
management have their hands tied with red
tape—detailed budgets and cumbersome
procurement procedures—that deter
investment. Finally, there is a natural
inclination. familiar to private and public
managers alike, to do things as they've
alwavs been done.

What can we do to help our federal
bureaucracy carch up?
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Action: Support the rapid development
of a nationwide system to deliver
government benefits electronically.”

OMB has already begun the process. The
electronic benetits transter steering
committee, ~vhich OMB oversees, will
develop an implementation plan for
electronic benefits transter by March 1994.

The svstem is workable with today's
technology. For cash programs such as
tederal retirement. social securin.
unemplovment insurance. or AFDC.
benetits would be electronically deposited
directly into recipient bank accounts
clectronically. If people didnt have bank
accounts, these could be created once the
individual crirolled in a program. For "non-
cash” programs such as tood stamps.
participants would have accounts through
which they could make purchases at
approved food stores—analogous to credit
cards with credit limits. Stores would debit
accounts as eligible items were purchased.
The entire svstem could operate on or be
compatible with the existing commercial
infrastructure through which private tunds
are transferred electronically.

Agencies have begun experiments with
electronic benefits transters. Welfare checks.
food stamps. and state-collected child
support, for example, are distributed
clectronically in Maryvland. There are test
sites in fowa. Minnesota. New Mexico.
Ohio, Pennsylvania, Texas. and Wyoming,
We know that a joint tederal-state etfort to
transfer welfare benefits electronically
works—and works well. The system is
strongly supported by recipients. the state
weltare agencies. food retailers, banks, and
participating commercial networks. We also
know that direct federal delivery of funds by
clectronics is cost-effective. We cant vet
project with certainty what the savings
might be. but preliminary estimates suggest
$1 billion over five vears once electronic
benetits transter of tood stamps is fully
implemented.

In the tuture, the coneept of electronic
government can go bevond transterring
monev and other benetits by issuing plastic.

“smart” benetic cards. With a computer
chip in the card. participants could receive
public assistance benetits. enroll in training
programs, receive vcierans services, or pay
for day care. The card would contain
information about participants’ financial
positions and would separately track their
benetit accounts—thus minimizing fraud.
Electronic government will be fairer, more
secure. more responsive to the customer,
and more effic.ent than our present paper
based svstems.

Barriers still stand in the wav. Agencies
will have to work together to develop a
comprehensive nationwide strategy for
implementation: it will do no good for each
agency to develop its own process. We will
need to strengthen the partnership between
state and federal governments in developing
and operating the system. We will have to
eliminate some regulations that would
prevent this radical change in how
government operates. And the National
Institute of Standards and Technology will
have to issue final standards and protocols
for electronic signatures to facilitate
electronic funds transfers and the electronic
approval of budgert and financial

documents.

Action: Federal agencies will expand
their use of electronic government.%’

Opportunities abound for cutting
operating costs by using
telecommunications technologies. The
National Performance Review has identified
several projects that would improve
governments productivity and reduce the
burden of reporting on individuals and
businesses,

The IRS is introducing an efficient
computer system, automating tax returns,
and creating a wholly new work
environment for its 115.000 full-time
personnel. The agency currently operates a
computer system put together in the
1960s—not the tool our principal revenue
collector should be using. To make the new
system work, the agencv will need to figure
out how to train its statf to operate in a




reenginecred agency. We will support the
agency's investments in new hardware and
training, as discussed in Chapter 3.

The IRS will also manage the creation of
an integrated electronic system for tinancial
filing, reporting, and tax payment by 1996.
The svstem will serve federal, state, and
local taxpayers. It will allow the electronic
filing of tax rerurns by individuals and
companies, the electronic reporting ot
wages and withholding information, and
other data required by all levels of
government. [n addition. the inter-agency
Wage Reporting Simplification Project
(WRSP) will be in place quicklv—allowing
businesses to file information once to serve
many different purposes. The savings from
fully implementing this program over the
life of the svstem have been projected at
$1.7 billion tor government agencies and
S$13.5 billion for private emplovers.
Individuals will be able to file federal and
state income taxes simultancously through
an Electronic Data Interchange, with their
privacy protected and fraud prevented
through digital signature standards.
Electronic filing alone will save the IRS and
state agencies from having to mail out the
equivalent ot 75 boxcars of forms.

Working together, the Labor
Department and IRS will develop an
automated system all emplovers can use to
file electronically the pension plan forms
emplovers required by the Emplovee
Retirement Income Security Act.** At
present. it costs the Internal Revenue
Service more than $10 million a vear to
enter all these forms into its data base.

The Labor Department will develop
computer programs to determine quickly
the appropriate wages on federal service
contracts.”® Currently, all federal agencies
contracting for services—trom cleaning
services to building management—must
apply to the department for a determination
of appropriate wages. The process is
supposed to ensure that federal contracts
dont undermine local prevailing wages. The
prozess takes an average of 57 davs and,
with a growing number of service contracts.
more and more are subject to delays.
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We will continue investing in the Social
Security Administration’s massive project to
create a single nationwide disability
processing svstem.®® This will require
considerable investments in new
telecommunications and computer systems
as well as in staft retraining. It will also
mean that the 5SA will have to work
cooperativelv with state-run disabilicy
determination offices. set performance
standards. and take over those that dont
meet standards. Manv of the svstem’s worst
processing bottlenecks are in the state oftices
that approve individual claims.

Money for Numbers

The National Technical Information Service
runs a large and complex information collection
and marketing operation. It is the nation’s largest
clearinghouse for scientific and technical
information. Yet it covers the costs of its operations
without receiving a penny in federal
appropriations. Its customers pay — and their
numbers are growing every year.

NTIS’s archives contain about 2 million
documents (from research reports to patents), more
than 2,000 data files on tape, diskette, or CD-
ROM, and 3,000 software programs. This resource
is growing at the rate of about 70,000 items each
year. NTIS’s press releases, on-line services, and
CD-ROM s serve 70,000 customers, three-quarters
of whom are from busiuess and industry.

In 1991, NTIS collected $30.7 million in
revenues — 77 percent from its clearinghouse
acrivities, the rest from other government agencies
that reimburse NTIS for patent licensing services,
and from billing other agencies for producing and
distributing documents. I "TIS is required by law to

be self-sufficient.
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Some of these investments will require
Congressional appropriations. But some can
be financed through the innovation funds,
described above, and some will become
possible to pay tor as soon as rigid budget
regulations are refaxed.

Action: federal agencies will develop
and market data bases to business.

Federal agencies must trear the data they
compile and process as potentially valuable
resources. Congress alerted the bureaucracy
to the value of information in 1991 by
passing the American Technology
Preeminence Act. The act required federal
agencies to transter to the National
Technical Information Service copies of
tederally funded research. At NTIS, the
information is organized and made available
to research scientists in academia and in
industry. NTIS has developed an aggressive
marketing strategy and pricing policy that
have greatly increased its revenues.

The Census Bureau has pioneered the
use of computer technology such as CD-
ROM technology to make federal daa
available. By 1992, the Bureau sold census
data to 380,000 customers on tape or disc
directly, and served another 1.1 million
customers indirectlv.

Unfortunately, some federal agencics lag
behind private data retailers in the services
they offer their customers. People buying
Census data must order it through paper
order forms or by telephone during business
hours—only 9 hours a day, 5 days a week. If
private software companies offer 24-hour a
day technical support, so should the Census
Bureau.

Other agencies will begin to exploit the
potential of the information they collect.
The Commerce Department, for example,
will develop 2 manutacturing technology
data bank that brings together information
residing in the National Insticute of
Standards and Technology, the Defense
Department, federal research laboratorics,
and other organizations. Commerce will
also use its climate data as the basis for
developing a National Environmental Data

FROM RID 1APE TO RESULTS @ CREATING A GOVERNMIENT THAT WORKS BETTER & Costs LLss

Index. Good data will be vital in solving the
problems associated with global climate
changes. The U.S. must be a leader in
developing these information resources.

Action: /n partnership with state and
local governments and private companies,
we will create a National Spatial Data
Infrastructure.%

Dozens of agencies collect spatial data—
for example. geophysical, environmental,
land use, and transportation data. They
spend $1 to 3 billion a vear on these efforts.
The administration will develop a National
Spatial Data Infrastructure, (NSDI) to
integtate all of these data sources into a
single digital resource accessible to anyone
with a personal computer. This resource will
help land developers and conservationists,
transportation planners and those
concerned with mineral resources, and
farmers and ciry water departments.

Because of the value of the data, it will be
possible to attract private sector funding for
its collection, processing, and distribution.
The Federal Geographic Data Committee,
which operates under the auspices of OMB,
plans to raise enough non-federal funding
to pay for at least 50 percent of the projects
cost. It will set the standards for data
collection and processing by all agencies to
ensure that NSDI can be developed as
economically as possible.

Action: The Internal Revenue Service
will develop a system that lets people pay
taxes by credit card.®?

The Customs Service lets people pay
duties on imported goods by credit card.
Americans should have the same convenient
way to pay taxes. [t will save time and cut
the IRS’s collection costs.™ There is one
hitch: Those who pay by credit card cculd
avoid paving back taxes simply by filing for
personal bankruptcy. This escape
mechanism cant be employed today
because back taxes are, under bankruprey
law, a “non-dischargeable” debt—thar is.
thev arc a debe that remains even after




someone becomes insolvent. Therefore, the
use of credit cards for tax payments should
be delaved until Congress has amended the
bankruprtey statute to prevent taxes paid by
credit card from becoming a dischargeable
debt. Our goal is to increase customer
convenience. not to open up another
loophole through which people can dodge
paying delinquent raxes.

Reengineering to Use
Cost-Cutting Tools

Our reinvented government will be able
to cut further costs by using new ways to
carry out traditional duties. To begin with,
we will have to get a lot smarter about how
we design government programs. The
Presidents Management Council will play a
lead role in helping government learn from
its past failures and successes to design
better programs. In addition, new
approaches to regulation—such as
negotiated rule making—can reduce
contlict and produce better results. Finally,
alternative techniques for resolving disputes
can avoid many of the costs of traditional
litigation.

Action: The President’s Management
Council will help agencies design and
redesign better programs.™

As taxpayers and customers we have
been. time and time again, victims of the
thoughtless expansion of government.
When new programs were introduced or
old ones retargeted. little thought was given
to what economists blandly label “second
order effects"—the unintended and
unwanted consequences of actions. These
unintended consequences are the collateral
damage responsible for so much of the
waste documented in this report. When we
placed limits on crop deficiency payments,
we didn' realize how easy it would be to
establish eligible shell-corporations. When
we added new procurement standards, we
didntt anticipate the difficulties caused by
centralized decision making. When we tried
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to target training programs on dislocated
workers, we didn't anticipate the
bureaucratic hassles involved in establishing
cligibility.

But the fact that we did ot anticipate
consequences does not mean that we could
not have done so. Many different programs
have been tricd—Dby federal agencies, by
state and local agencies. and by
governments overseas. We have built up
what lawvers would call “case law™: lots of
us.ful precedents about what works and
what doesnt. The trouble is that, unlike
case law, these precedents aren't easy to find.
Congressional staff or agency employees
designing new programs have no svstematic
way to find out what has been tried before
and how well it has worked. The result?
Endless reinvention of third rate or failed
programs.

In 1981. for example, the chairman of
the House Banking Committee asked the
Congressional Budger Office if it knew of
any studies evaluating government loans as
an effective policy tool. CBO did not. Yet
the federal government had lent hundreds
of billions of dollars—and it continues to
do so today. The price we pay for this
ignorance is a mountain of delinquent debt
and a raft of discredited government
initiatives. Too many policies and programs
are built on equally feeble foundations.

In 1988, Congress recognized this
dilemma and provided for the
establishment of a National Commission on
Executive Organization, patterned after the
first Hoover Commission. lts charter would
have included a requirement to “establish
criteria for use by the President and
Congress in evaluating proposals for
zovernment corporations and government-
sponsored enterprises and subsequently
overseeing their performance.” ! The new
commission could have been activated by
presidential directive. It was not.

To begin our attack on ignorance, the
President should direct the President’s
Management Council to make program
design a formal discipline throughout the
federal government. The PMC will

commission the preparation and
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publication of a program design handbook
and establish pilot etforts within agencies to
strengthen their abilitv to design programs.
These pilot programs will help senior
management design new programs, evaluate
current programs. and create models for
many different types of programs (research
contracts, loan programs, tax preferences,
and insurance programs to name just a few.)

Since many programs originate in
Congress, the Legislative branch should also
work to improve staff capacity. We urge the
Offices of the Legislative Counsel, the
Congressional Research Service, and the
General Accounting Office to till this role.
As both the legislauve and executive
branches elevate the discipline of program
design, we will get better programs and less
contentious relations between the two
branches of government.

But we need more than good programs.
We need better rules and more efticient
rulemaking. Federal agencies administer
tens of thousands of laws, rules, and
regulations—and the number is growing
quickly. For better or worse, government’s
rulemaking, even more than its
appropriations. shapes our lives.

Costs, for the most part, are offset by
benetits. Our system of laws and rules is the
foundation for our economic success. lt
defines and protects personal and property
rights and provides the framework for the
orderly conduct of social and business
affairs.

But some aspects of rulemaking don'
work well. As rules extend into increasingly
complex areas of our environment,
workplace safety, health, and social rights,
their consequences—both deliberate and
unintended—also grow. As this happens,
we introduce more and more safeguards
into the rulemaking process. The result is
not always what we want. Hearings,
reviews, revisions, more reviews, more
hearings, and even more reviews are
cumbersome, costly, and time consuming.
For example. because the Department of
Health and Human Scrvices has been slow
to issue regulations on such vital areas as the
allocation of funds for the elderly and for
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children, states have had to introduce their
own regulations without the benefit of
federal guidance. Some of these state
regtlations have later been overturned after
federal regulations were eventually issued,
leaving states financially liable.

New rules and I‘(.quldtl()ns can also
generate costly litigation—a bonanza for
lawvers. Agencies writing the rules to
implement environmental laws. according
to one expert, often find “too frequently
that their proceedings become a
battleground for interest groups and other
atfected parties—in eftect lictle more than
the first round of the expected litigation.™

There are better wavs to make rules. A
small group of federal agencies has pioneered
a process called negotiated rulemaking. In
1990. Congress recognized and encouraged
the process with passage of the Negotiated
Rulemaking Act. We believe negotiated
rlﬂemaking—colloqui.ﬂlv referred to as “reg
neg’—is a process every ru.lemakmg agency
should use more frequently.”™

Action: Agencies will make greater use of
negotiated rule making. ™

The “reg neg” process brings together
representatives of the agencies and affected
groups before draft regulations are issued
and before all sides have tormally declared
war. The group meets with a mediator or
“facilitator.” The negotiators reach
consensus on the regulation by evaluating
their own priorities and making trade-offs.
The negotiating process allows informal
give and take that can never happen in
court or in a public hearing, It agreement is
reached. the agency can publish the
proposed rule, accomnpanied by a discussion
of the issues raised during negotiations.
Even if both sides are too far apart to reach
consensus, agency staff learn a lot during
the process that helps them improve the
regulations. When the parties do reach
consensus, regulations are issued faster and
costly litigation is avoided.

When EPA applied reg neg techniques to
the issue of emission standards for wood
burning stoves, it was able to put standards

IR W T T T

) e Lt ]

[

S TP SR




into effect two vears faster, and with much
better factual input, than it could have
without negotiations. Manutacturers of
stoves. in turn. were able to begin retooling
to meet standards without another two
vears of uncertainty.

Action: Agencies will expand their use of
alternative dispute resolution
techniques.”

Federal agencies also need better and
cheaper wavs to resolve disputes. Enforcing
thousands of difficult and sometimes
controversial rules—however caretully thev
are designed—leads to disagreements. State
and local governments, businesses, and
citizens challenge Washington’ right to
regulate certain issues. or they challenge the
the enforcement of specific regulations.

Solving these disputes can be expensive.
It involves high-priced lawyers, it clogs the
courts, and it delays action. Each year,
24,000 litigation matters reach the 530 full-
time attorneys and 220 support staffers
employed by the Labor Department alone.
[t often takes vears to resolve these disy utes,
postponing the implementation of
important programs and preventing a lot of
people from doing what they are paid to do.

In some cases, litigation is important: It
interprets the law, sets important
precedents, and serves as a deterrent to
future wrongdoing. But in many cases, no
one really wins—and the taxpayer loses. It is
often cheaper to resolve conflicts through
new techniques known collectively as
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Alternative Dispute Resolution (ADR).

Alternative Dispute Resolution (ADR)
includes mediation (a neutral third party
helps the disputants negotiate), early neutral
evaluation (a neutral, often expert. person
evaluates the merits of both sides),
factfinding (a neutral expert resolves
disputes that arise over matters of fact, not
interpretation), settlement judges (a
mediator settles disputes coming before
tribunals), mini-trials (a structured
settlement process), and arbitration (an
arbitrator issues a decision on the dispute).

Overcrowded courts are already
encouraging private litigants to use ADR.
Private contracts often specify the use of
ADR to resolve disagreements among
signatories. In 1990, Congress passed the
Adminiscrative Dispute Resolution Act,
authorizing every federal agency to develop
its own ADR policy. Some have, but some
have dragged their feet.

Those that have used ADR have saved
time and money and avoided generating ill
will. The Labor Department started a pilot
program last year for OSHA and Wage and
Hour cases and found it much quicker and
cheaper. The Federal Deposit Insurance
Corporation saved more than $400,000
with a single, small pilot program. The
Farmers' Home Administration has used
ADR on foreclosure cases—not only saving
money but actually avoiding foreclosure on
several families. This type of innovation
should spread faster and further across the
federal government.
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Conclusion

f we follow these steps, we will move

much closer to a government that costs

less and works betrer for all of us. It will
be leaner, more effective. fairer, and more
up-to-date. It will be a government worth
what we pay for it.

We do not deny that manv groups will
oppose the actions we propose to take. We
all want to see cuts made, but we want
them elsewhere. Eliminating or cutting
programs hurts. But it hurts less, at least in
the long run, than the practice of
government as usual. Writing about
Britains monarchy in the eighteenth
century, Samuel Pepvs once observed that it
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was difficult for the king to spend a million
pounds and get his money’s worth.
Fawning courtiers, belligerent Lords and
hundreds of other claimants cach
demanded their share. The same is true
today. The money spigot in Washington is
much easier to turn on than to turn off—
and too little of the funds that gush from it
irrigate where water is scarce. That is why
we have not simply offered a list of cuts in
this report. Instead. we have offered a new
process—a process of incentives that will
imbue government with a new
accountability to customers and a new
respect for the publics money.




CONCLUSION

Though [ do not believe that a plant will spring up where no seed has been, [ have great faith in a
seed. Convince me that you have a seed there, and | am prepared to expect wonders.

nlike many past efforts to
change the government,
the National
Performance Review will
not end with the
publication of a report.
We have identified what we must do to
make government work better and cost less:
We must serve our customers, cut red tape,
empower employees to get results, and cut
back to basics. Now, we will take action.

The task is immense. The federal
government has 2.1 million civilian
employees. 800,000 postal workers, 1.8
million military personnel. and a $1.5
trillion budget—more than the entite gross
domestic product of Germany, the world's
third largest economy.

The National Performance Review has
identified the problems and defined
solutions. The President will issue
directives, cabinet secretarics will change
administrative practices. and Office of
Management and Budget will issue
guidance. We will work with Congress for
legislation where it's needed. Senscless
regulations will be repealed: mechanisms to
enhance customer service will be creaced:
change will begin.

But we do not pretend to have solved
every problem. We will transform the
tederal government only if our actions—

Henry David Thoreau

Thss performance review will not produce
anather repart just to gather dust in some
warehouse. We have enough of them already.

President Bill Clinton
Remarks announcing the National Performance Review,
March 3, 1993

and the Reinvention Teams and Labs now
in place in every department—succeed in
planting a seed. That seed will sprout only if
we create a process of ongoing change that
branches outward from the work we have
already done.

How we proceed will be as important as
what we have done to date. We must avoid
the pull of implementation models that are
familiar and comfortable but poorly suited
to today’s world. We must avoid creating
new buteaucracies to reform the old. We
must actively involve government leaders at
all levels. We must seck the guidance of
those who have successfully transformed
large organizations in both the private and
public sectors.

The nature of our strategies will no
doubt cause discomfort. They will be
unfamiliar. They will not look like business
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as usual. They will challenge the current
tederal culture. And they will demand
risk-taking.

If we are to bring about true change,
however, some discomtort is inevitable. Our
strategies are not untested: they have been
used successtully by both public and private
organizations throughout the country.

To succeed where others have tailed. the
President and Vice President have
committed to specific initiatives that will
create a culture capable of sustaining
fundamental change. This shitt in culeure
will not oceur overnight. fo bring it about,
we will continue:

* a cascading process of education.
participation. and ownership ar the
highest levels of the exceutive
branch:

What were trying to do is to create a large
number of changes, simultaneously, in the
federal government. Because if you just change
one thing without changing some of the other
things that need to be changed, we wont get
anywhere.

We can bring the quality revolution, for
example, into the federal workforce as well as it
could possibly be done, and if we didn’t fix
some of the other problems, it wouldnt amount
to much. We could fix the personnel system, but
if we didn't fix the budgetary system and the
procurement system, then we would still be
mired in a lot of the difficulties that we
encounter today. We are trying to do a lot of
things at the same time.

Vice President Al Gore
Town Hall Mecting,

Department of Veterans Affairs
August 4, 1993

* two-way communication with
tederal emplovees and cheir
organizations:

* bi-partisan parmership with Congress:

* processes to listen to and use
feedback from customers and
citizens; and

* government-wide mechanisms to
monitor. coordinate. and facilitate
plans tor reinvention.

The administration has already taken a
number of steps to bring about rthe changes
we are recommending,

First. we have launched Reinvention
Teams and Reinvention Labs in every
department to continue secking ways to
improve the government and put these
ideas in practice.

Second, we have begun to work—and
will continue to expand relationships—
with leaders and representatives of federal
employees from throughout the
government. Indeed. the National
Performance Review is the first
government-wide change initiative to be
run and staffed bv federal emplovees. Our
actions will make emplovees jobs better,
and their participation will make our
actions better.

Third. the President and Vice President
have begun to work with the cabinet to
develop performance agreements that will
institutionalize a commitment to and
establish accountability for change.

Fourth, we have developed a mechanism
to spread our basic principles throughout
the government. The President will meec
with the cabinet to develop strategies
reflecting these principles and ideas,
committing all involved to take
responsibility for changing the way we do
business. Cabinet members will then go
through the same process with their senior
managers. who will go through it with their
senior managers, and so on,

Fifth. the President is establishing a
management council to monitor change
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and provide guidance and resources to
those working to bring it about. The
President’s Management Council will be
charged with responsibility for changing the
culture and management of the federal
government.

Sixth, the Federal Quality Institute will
help agencies with access to information,
education, research, and consultation on
quality management. Like our other
initiatives, this models a basic tenet of the
behavior we recommend—encouraging
managers to define their own missions and
tasks, but providing the support they need
to do a good job.

nguent/;, we will launch ﬁm:rj reviews;gf
the federal government, at specific
problems. 'ig"hc National?elérzgrmancgec
Review was a learning experience; we
learned what we could do in six months,
and what we still need to do. We focused
heavily on the basic systems that drive
federal agencies: the budget, personnel,
procurement, financial management,
accountability, and management systems.
In subsequent reviews, we will narrow our
focus. For example, we plan a review of the
antiquated federal field office structure,
which dates from the 1930s and contains
some 30,000 field offices. (See Chapter 4.)
Other targets might include the
abandonment of obsolete programs; the
elimination of unproductive subsidies; the
redesign of failed programs; the redefinition
of relationships between the federal
government and state and local
governments; and the reinvigoration of
relationships between the executive and
legislative branches.

Finally, the National Performance
Review will continue to rely on its greatest
asset: the federal employees who made it
happen. They have all worked hard for
change, and many will continue to work on
reinvention in their own agencies. They
constitute a network that will reach out to
other employees, sharing their enthusiasm,
energy, and ideas.

During this process, a vision of change
will emerge beyond that which is contained
in this report. Leadership and management

waf

CONCLUSION

values will, over time, change—not in
response to a mandate, but because people
are working tofgether to change their

government. If we have done our job well,
the next generation of changes will be built
on the foundation we have laid with this
report. We are merely initial planners; the
President, the Vice President, the cabinet,
federal managers and employees will be the
architects and builders.

Despite all the horror stories and years of
scorn heaped on federal employees, our
government is staffed by people committed
to their jobs, qualified to do them better,
and hungry for the opportunity to try. The
environment and culture of government
have discouraged many of these people; the
system has undermined itself. But we can—
and will—change that environment and
culture.

Over time, it will become increasingly
obvious that people are not the problem. As
old ways of thinking and acting are replaced
by a culture that promotes reinvention and
quality, a new face of government will
appear—the face of employees newly
empowered and newly motivated, and of
customers newly satisfied.

‘What Reinventing Government
Means for You

We have talked enough of what we will
do and how we will change. The more
important question is how life will change
for you, the American people.

If we succeed—if the administration can
implement our recommended actions and
Congress can pass our legislative package—
you will begin to see a different
government. Your mail will be delivered
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more rapidly. When you call a Social
Security office, you'll get through. When
you call the Internal Revenue Service, you'll
get accurate answers—and if you don', you
will no longer be penalized.

If you lose your job, a local career center
will help you find a new one. If you want
retraining, or you want to go back to
school, you'll find counselors who can help
you sort out your options, pick the best
program, and pay for it. If you run a

small business, you will have fewer forms to
fill out.

If you live in public housing, your
apartment complex might get cleaner and
safer. Perhaps you'll even be able to move
your family to a safer, quieter, more stable
neighborhood.

Our workplaces will get safer because
they are inspected more often. Our water
will get cleaner. Your local government will
work better because it is no longer
hamstrung by silly federal regulations.

And perhaps the federal debt—that $4

trillion albatross around the necks of our
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children and grandchildren—will slow its
rampage. Our federal agencies will begin to
figure out, bit by bit by bit, how to cut
spending, eliminate the obsolete, and
provide better service for less money.

You will begin to feel, when you walk
into a post office or social security office or
employment service or veterans’ hospital,
like a valued customer. We will begin o
spend more money on things you want and
need—health care, training, education,
environmental protection—and less on
bureaucracy. One day you will be able to
conclude that you are getting a dollar of
value for every dollar of taxes you pay.

This is our vision of a government that
works better and costs less. We know it will
not come to be overnight, but we believe it
is a vision we can bring to life. We believe
this because we have already seen this vision
come to life—in local governments, in state
agencies, even in a few federal agencies. We
believe it is the righe vision for government
as we approach the 21st century.

It will take more than a dedicated
President and Vice President to make this
vision a reality, however. It will take more
than dedicated employees. It will take
dedicated citizens, willing to work long and
hard to improve their government.

It will take citizens willing to push their
social security offices and unemployment
offices to treat them like customers—and to
demand that their voices be heard when
they don’t get satisfaction. It will take
citizens willing to demand information
about the performance of their federal
organizations. And it will take citizens
willing to act on the basis of that
information.

As our President has said so often, the
future is ours—if we have the courage to
create it.
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FROM RED TAPE TO RESULTS « CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS

Fiscal Impact, 1994-99*
(Mtilions of Dollars)
Change In Change In
Recommendation Spending Revenues
AGENCY FOR INTERNATIONAL DEVELOPMENT
AIDOI  Redefine and Focus AID’s Mission and Priorities cbe cbe

With the end of the Cold War, AID must rethink how it will operate.
NPR recommends steps to plan for this new mission and proposes new
authorizing legislation to define its post-Cold War mission and priorities.
AID02  Reduce Funding, Spending and Reporting Micromanagement cbe che
Eliminate AID’s outdated or unduly burdensome reporting requirements and
reduce legislative earmarks to provide greater operating flexibility.
AID03  Overhaul the AID Personnel System na

Recommendations include changes in AID’s personnel system to integrate
its multiple systems and review bencfits.

AID0O4 Manage AID Employees and Consultants as a Unified Work Force cbe cbe
Lift some currenc personnel restrictions and give managers authority to manage
staff resources more efficiently and effectively.

AIDOS  Establish an AID Innovation Capital Fund na
Create a capital investment fund to improve information and financial
management systems and customer service.

AIDOS  Reengineer Management of AID Projects and Programs cbe che
AID should use pilot programs and new approaches to emphasize flexibility,
innovation, customer service and program resules.

AIDO7 Coasolidate or Close AID Overseas Missions cbe cbe
AlD should regionalize missions and staff services overseas and close
nonessential missions. It should establish “graduation™ criceria for
councries receiving U.S. assistance.

DEPARTMENT OF AGRICULTURE

USDAO1 End the Wool and Mohair Subsidy -$923.0 $0.0
The subsidy is no longer needed since wool is no longer a strategic commodity.
USDAO2 Eliminate Federal Support for Honey -15.0 0.0

Eliminate the honey subsidy because the program does not serve the
intended purpose of ensuring the availability of honeybees for crop pollination.

USDAO3 Reorganize the Department of Agriculture to Better Accomplish Its Mission, -1,673.6 0.0
Streamline Its Field Structure and Improve Service to Its Custemers
USDA should streamline its field operations to eliminate unnecessary offices,
reduce costs and better serve farmers.

USDA04 Implement a Consolidated Farm Management Plan cbe cbe
The farm management plan proposed by Secretary Espy provides an
opportunity to simplify regulations for farm management and is a good way to
consolidate competing requirements into a single plan for each farm.

USDA0O5 Administer the Employment and Training Requirements for -1,041.1** 0.0
Food Stamp Recipients More Effectively and Efficiently
Redirect funds from an ineffective training program for food stamp recipients
and aliow them to participate in programs with proven results.

USDAO06 Encourage Better Food Pa Management Practices and Facilitate Multi-State -500.0** 0.0
Contracts for Infant Food and Formula Cost Containment in the WIC Program
The recommendation encourages increased competition among infant formula
vendors and manufacturers of other items in the UDSDA’s Special Supplemental Food
Program for Women, Infants and Children (W1C). Savings accruc to program.

* Fiscal estimates were made for 1994 only where action could impact spending in that year. Most estimates cover 1995-99.
Estimates shown arc for cumulative budget authority changes. Negative numbers indicate reduced spending.

** The NPR recommends that these savings be redirected 1o alternative uses. Savings totals exclude these amounts.
*** Savings will be invested in the program to serve additional customers.

cbe = cannot be estimated (duc to data limitations or uncertainties about implementation time lines).

na= not applicable—recommendation improves efficiency or redirects resoutces but does not directly reduce budget authority.
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Fiscal Impact, 1994-99
(Miltions of Dollars)
Change In Change in
Recommendation Spending Recelpts
USDAO7 Deliver Food Stamp Benefits Via Electronic Benefits Transfer to Improve Service cbe cbe
to Customers Whilc Remaining Cost Effective
Use clectronic technology to distribute food stamp benefits, theceby
improving service and reducing the need for cutrent paper stamps.
DEPARTMENT OF COMMERCE
DOCO1 Reinvent Federal Economic and Regional Development Efforts na na
Improve coordination of federal economic development efforts with the goals
of eliminating duplication and better directing federal resources o imprave
business conditions.
DOCO02 Provide Better Coordination to Refocus and Leverage Federal Export Promotion na na
This recommendation is designed to improve federal services to U.S. businesses
. competing in the world export markets.
DOC03 Reform the Fedesal Export Coatrol System for Commercial Goods na na

To help ensure leading U.S. industries are competitive in the global marketplace,
changes should be made in the expore contral system.

DOCO4 Strengthen the Tousrism Policy Council na
Revitalize the Tourism Policy Council and give it greater authority to coordinate
federal tourism promotion efforts.

DOQO5 Create Pablic/ Private Competition for the NOAA Fleet cbe cbe
A pilor program is recommended to open the National Oceanic and Atmospheric
Atﬁm‘nimadon fleet to public and private competition to bolster the aging fleet.

DOC06 Improve Marine Fisheries Management 0.0 375.0
To help protect fishing resotieces and provide new income to the government, NOAA
should collaborate with Congress and fishing industry representatives to establish
appropriate user fees to help offset management costs for national fishery zones.

DOCO7 Provide EDA Public Works Loan Guarantees for Infrastructure Assistance na
This recommendation would provide the Economic Development
Administration with authority to use part of its funding as a reserve for loan
guarantees for various public economic development projects.

DOCO8 Establish a Manufacturing Technology Data Baok na
To help U.S. manufacturing firms increase their technical capabilities, Commerce
should create a new database to provide technical information and contar

DOCO09 Expand the Electronic Availability of Census Data na
To increase access to and use of census dat, the Census Bureau should
create a computerized census information center.

DOCI0 Amend the Omnibus Trade and Competitiveness Act to Increase the Data
Quality of the National Trade Data Baok
This recommendation outlines improvements needed in the quality and quancty
of datz in this business-oriented data bank.

DOCI11 Eliminate Legislative Bacriers to the Exchange of Business Data Among na
Federal Statistical Agencies
Eliminate legislative barriers to the ex: of business data among federal
agencies (the Census Bureau, Bureau of Labor Statistics, and Bureau of
Economic Analysis) to reduce the reporting burden on American business.

DOCI12 Establish a Single Civilian Operational Environmental Polar Satellite Program -300.0 0.0
To reduce duplication and save taxpayers a billion dollars over the next decade,
various current and proposed polar satellite programs should be consolidated
under NOAA.

DOC13 Use Sampling to Minimize Cost of the Decennial Census cbe cbe
Use sampling rather than more costly methods of counting nonrespondents to
next deciennial census. (Savings will occur but are beyond the time frame of this analysis.)

na

na

na

na

na

che = cannot be estimated (due to data limitations or uncertainties about implementation time lines).
na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Recommendation

Fiscal Impact, 1994-99
(Millions of Dollars)

. Change In

Recelpts

Change in
Spending

DOCI14 Build a Business and Economic Information Node for the Information Highway

DOCI15

To assist in the distibution of government information to private citizens,
Commerce should build a business and economic information node to the
“information highway.”

Increase Access to Capital for Minority Businesses

Commerce and SBA should provide the President with recommendations to
improve SBA and Minority Business Development Administration programs.

DEPARTMENT OF DEFENSE

DODo1

DOD02

DODO03

DOD04

DOD05

DOD06

DODo7

DOD08

DOD09

DOD10

cbe = cannot be estimated (duc to data limitations or uncertainties about implementation time lines).

The Bottom-Up Review

This is 2 general summary of the Bottom-Up Review of DOD's force structure
and requirements and its part in the National Performance Review effort.

A total of $79 billion in savings through 1997 are already incorporated into the
President’s 1994 budget. These savings arc not included in the NPR analysis.
Acquisition Reform

The DOD acquisition system is large and extraordinarily complex. It needs

to enable DOD 1o take advantage of the technological advances and efficient
procurement practices of the commercial marketplace.

Rewrite Policy Directives to Include Better Guidance and Fewer Procedures
DOD should clarify policy directives and procedures to reduce administrative
burden and unnecessary regulatory controls.

Establish a Unified Budget for the Department of Defense

Give commanders greater flexibility to set prioritics, solve funding problems,
and resolve unplanned requirements at the lowest appropriate operating level.
Purchase Best Value Common Supplics and Services

Allow managers and commanders to purchase the best value common supplies
and services from public, private, or nonprofit sources.

Outsource Non-core Department of Defense Functions
By contracting out non-core functions (from towing services to certain information
technology functions), DOD will be better able to on its core responsibilities.

Create Incentives for the Department of Defense to Generate Revenues

This recommendation proposes giving and commanders the ability to
generate income at the installation Icvclnl]);lmg the Corps of Engineers to

recover its costs for processing certain commerical applications and by establishing
goals for solid waste reduction and recycling.

Establish and Promote a Productivity-Enhancing Capital Investment Fund
DOD should be authorized ta expand its capital investment fund and manage its

operations in a more business-like manner.

Create a Healthy and Safe Eavironment for Department of Defense Activitics
To create a safe environment, DOD must take action in the areas of clean-up of
hazardous wastes, use of enviconmental technology, and pollution prevention.
Establish a Defense Quality Workplace

This is an internal department recommendation to encourage the use of qualicy
management concepts at all levels of DOD.

Maximize the Efficiency of DOD Health Care Operations

Use emerging technology to upgrade care at DOD health care facilities and reduce
costs to train health care professionals.

Give Department of Defense Installation Commanders More Authority and
Responsibility Over Installation Management

By giving DOD installation commanders more authority over installation
management, DOD will be better able to manage its resources, provide services
to its employees and move toward more entrepreneurial management.

cbe

na

cbe

cbe

cbe

cbe

-500.0

-110.3

na

-350.0

cbe

che

na

cbe

cbe

cbe

cbe

60.0

0.0

na

cbe

0.0

cbe

na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.

142

. — ey W ry——




APPENDIX A

Fiscal impact, 1994-99
(Mittions of Dolfars)
Change in Change in
Recommendation Spending Recelpts

DOD11 Reduce National Guard and Reserve Costs -900.0 0.0
This recommendation makes two changes in the current costs for reservists:
(1) to limit compensation of federal employees an reserve duty to the greater of
civilian or rescrve compensation or to aflow the reservist to takcannujrlmvc; and
{2) to limit the basic allowance for quarters only to reservists who acrually bring
their dependents on short-term duty assignments when quarters are not provided
to dependents.

DODI12 Streamline and Reorganize the US. Army Corps of Engineers -68.9 0.0
NPR recommends implementing a 1992 scorganization proposal that would
reduce the number of divisio::gic& from 11 to six and would allow the Corps
to work with OMB and other agencics to make maximum use of Cotps’
engineering and technical capabilities.

DEPARTMENT OF EDUCATION

EDO1  Redesign Chapter 1 of Elementary and Secondary Education Act -$3,000.0* $0.0
Recornmendations focus educaton funds on the neediest students and simplify
requitements on schoals reaciving federal education aid. Existing funds are redirected.

EDO02  Reduce the Number of Programs the Department of Education Administers -515.0* 0.0 .
Eliminate or consolidate more than 40 existing education grant programs and
free up funds for use in other educational programs.

EDO3  Consolidate the Eisenhower Math and Science Education Pro%mm with ‘Chapter 2 na
NPR proposes combining this teacher training program, which is largely consumed
with short-term training, with other ED programs to create 2 new program with a
more coherent national focus on teacher training and professional development.
EDO04  Consolidate National Security Education Act Programs
The NSEA trust fund, administered by the Department of Defense, should be
consolidated with the Center for International Education in ED to strengthen
foreign language study and eliminate duplication of effort.

EDOS  Streamline and Iinprove the Department of Education’s Grants Process cbe cbe
Statutory restrictions on the department’s rulemaking process should be removed,
flexibility added to certain procedures, and unnecessary requirements eliminated /
to shorten the grant award process.

EDO6  Provide Incentives for the Department of Education’s Debt Collection Service na
This recommendation would allow ED to use a portion of revenues collected

from defaulted student loans to pay for collections costs, thereby providing
an incentive for increased collections.

ED07  Simplify and Strengthen Institutional Eligibility and Certification for -175.0 0.0
Participation in Federal Studeat Aid
NPR recommends developing ways of measuring default indicators, creating profiles
of high-risk institutions, and removing elgibility of institutions to participate in
federal financial aid programs once the schools have become ineligible to receive
federal student loan funds,

ED08  Create a Single Point of Contact for Program and Grant Information 1.8 0.0
ED should create an electronic system that can be used by students, parencs,
researchers and administrators to learn about department programs, funding
opportunitics, best practices and other information.

EDO9  Improve Employee Development Opportunities in Department of Education na
ED should create 2 full spectrum of activities which can contribure to career

development, including conducting a departmentwide assessment of training and
development needs.

na

na na

na

na

* The NPR recommends that these savings be redicected to alternative uscs, Savings totals exclude these amounts.

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines).

na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Fiscal impact, 1994-99
{Mittlons of Dollars)

Change in

Recommendation Spending

Change In
Recelpts

ED10

ED12

Eliminate the Grantback Statutory Provision of the 0.0*
Genersal Education Provisions Act

NPR recommends repealing this provision which permits the department to return

1o a granec a percentage of funds recovered from the grantee as 2 result of an audic.

Build a Professional, Mission-Driven Structure for Research na
NPR recommends establishing 2 research advisory board, consolidating and

targeting rescarch and development efforts, and establishing an office to translate research findings
into education reform assistance.

Develop a Strategy for Technical Assistance and Information Dissemination na
ED should develop a strategy for its $290 million technical assistance efforts
designed to promote the National Goals 2000 themes.

DEPARTMENT OF ENERGY

DOEO1

DOEo02

DOE03

DOE04

DOE0S

DOEOG

DOE07

DOEO08

Improve Environmental Contract Management che
NPR pro improvements in DOE environmental clean-up contracts to

achieve efficiency.

Incorporate Land Use Planning in Cleanup cbe
NPR recommends that DOE incorporate land use planning into the nuclear

facilities clean-up process.

Make Field Fadility Contracts Outcome-Oriented -570.0
This recommendation would modify the cutrent DOE contract process at

field facilities to make the contracts more outcome-oriented o improve efficiency
and contractor performance.

Increase Electrical Power Revenues and Study Rates Q.0
NPR proposes increasing federal incorme by allowing the Power Marketing

Administrations to recover a larger portion of their operating costs through

rate increases or by changing the financing of Bonneville Power Administration.

Strengthen the Federal Energy Management Program na
NPR recommends a number of improvernents to this program, designed to
better management of federal energy use.

Redirect Energy Laboratories to Post-Cold War Priorities -2,150.0
This recommendation provides guidance for use of the DOE energy labs,

focusing on defining new missions, consolidating or climinating unneeded

facilities, and making their services of greater benefit in the post-Cold War era.

Save Costs Through Private Power Cogeneration -112.0
This would allow the private sector to cogenerate power at DOE labs as a means

of saving money. DOD has similar authority at this time.

Support the Sale of the Alaska Power Administration 205
The federal gavernment should divest its interests in the Alaska Power Administration.

ENVIRONMENTAL PROTECTION AGENCY

EPAOL

EPAQ2

Improve Environmental Protection Through Increased Flexibility for Local na

Government

EPA should amend the regulations it determines are most troublesome for local

governments pursuarit to the Regulatory Flexibility Ace of 1980. The goal is to

provide altcrnative, flexible approaches to mecting environmental mandates.

Streamline EPA’s Permit Program 22.5
Streamlining efforts include establishing a permit clearinghouse to serve as a single

point of contact and piloting a cross-program permit tracking system,

*This recommendation saves an estimated $18.5 million in expenditures but makes no change in budger authority.

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines).

na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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na

cbe

cbe

0.0

3,601.0

na

0.0

0.0

-52.5

na
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Fiscal Impact, 193499
(Miilionsof Dollars)

Change In Change in
Recommendation Spending Recelpts
EPAO3  Shift EPA’s Emphasis Toward Pollution Prevention and Away from Pollution Control cbe cbe

EPA needs to emphasize pollution preventon by implementing an effective
pollution prevention strategy thar includes amending regulations and motivating
the private sector to invest in cleaner, less polluting technologies and practices.
EPAO4  Promote the Use of Economic and Market-Based Approaches to Reduce Water cbe cbe

Pollution
EPA should work with Congress to propose language amending the Clean Water
Act to explicitly encourage market-based approaches to reduce water pollution.
EPA should also identify wastewater discharge fees that could be included in the Clean Water
Act reauthortzation.
EPAOS Increase Private Sector Partnerships to Accelerate Development of Innovative na na
Techaologies
NPR recommends that EPA develop an action plan with specific milestones for
improving the regulatory and statutory climate E}r innovative technologies.
EPAO6  Stop the Export of Banned Pesticides na

na
EPA should work with Congress to develop legislation to stop the exportation of
banned pesticides from the U.S. by June 1994.

EPAO7  Establish Measurable Goals, Performance Standards and Strategic Planning na na

within EPA
EPA should draft measurable environmental goals for the range of environmental
problems the U.S. faces. The agency should also draft internal goals to provide
direction for assessing and redirecting existing EPA strategjes.
EPA0O8 Reform EPA’s Contract Management Process cbe cbe
NPR recommends reforms in EPA’s contract management process by implementing
performance standards and by maximizing competition in the contracting process.
EPA09 Estblisha Bluerrint for Environmenta! Justice Through EPA’s Operations na na
EPA should develap = blueprint of actions that will incorporate environmental
justice consideration into all aspects of EPA operations.
EPAI0 Promote Quality Science for Quality Decisions na
Improvements include establishing guidelines for professional development of EPA’s
scientific and technical staff and expanding the use of peer-review and quality
assurance procedures,
EPA11  Reorganize EPA’s Office of Enforcement -10.5 0.0

EPA should initiate a reotganization of its headquarter's enforcement organization
by October 1, 1993.

na

EXECUTIVE OFFICE OF THE PRESIDENT

NOTE: White House Office and Office of the Vice President
The White House Office and the Office of the Vice President are regularly
“reinvented” with each change of administration. This analysis focuses on the
other portions of the Executive Office of the President.

EOPO1 Delegate Routine Paperwork Review to the Agencies and Redeploy OMB' cbe cbe
Resources More Effectively
These recommendations outline improvements to streamline the government's
paperwork review process and reduce unnecessary burdens on agencies.

EOP02 Modify the OMB Circular System
OMB should reinvigorate the process for the review, updaring, and consolidation
of management circulars. It should also develop uniform processes for developing
circulars and for obtaining input during their development.

EOP03 Strengthen the Office of U.S. Trade Representative’s Coordination with State 0.5 0.0
and Local Governments
The Trade Representative’s Office should examine the trade policy needs of state
and local governments and work with them on relevant issues.

na na

cbe = cannot be estimated (due to data limitations ot uncertainties about implementation time lines).

na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authoriy.
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Recommendation

Fiscal impact, 1994-99
(Miitions of Dollars)
Change in

Change in
Spending

Receipts

EOP04 Improve Federal Advisory Committec Management
Discontinuing the “anti pass the hat” language annually inserted into
appropriations acts would allow appropriate pooling of executive resources for
certain mult-agency projects.
EQP0S Reinvent OMB's Management Mission
NPR recommends a series of actions by OMB to redirect resources to provide
better management information for Presidential decision making.
EOP06 Improve OMB’s Relationship with Other Agencies
This recommendation outlines methods by which OMB can work more effectively
with agencies and with states.
EQPQ7 Strengthen the Office of the U.S. Trade Representative's Trade Policy
Coordination Process
These recommendations outline ways to improve the inceragency trade policy
coordination process.
EOPO8  Strengthen the Office of the U.S. Tradé Representative’s Negotiation Process
The Office of the USTR should implement various techniques for upgrading the
negotiating skills of its employees and che analysis of the negotiation process itself.
EOP09 Establish a Customer Sesvice Bureau in the EOP

Using available resources, EOP management should establish 2 small, one-stop
customer setvice bureau within the EOP.

EOP10 Conduct Qualitative Self-Reviews of Critical Administrative Processes
The Assistant to the President for Management and Administration should establish
a formal program of ongoing, internal quality reviews of administrative processes in
the EOP to save money and improve service.

EOP'i1 Improve the Presidential Transition Process
Past difficultics with the Presidential transition should be cortected by amendment
of the Presidential Transition Act and related actions.

EOP12 Improve Administrative Processes
This recommendation outlines a series of steps to improve internal adminiserative

processes within the EOP, including mail processing, paperwork flow, and supply
management.

FEDERAL EMERGENCY MANAGENMENT AGENCY

FEMAO} Shift Emphasis to Preparing for and Responding to the Conscquences of
All Disasters
FEMA'’s early focus was on preparedness for nucleas war. The curreat world situation
and recent natural disasters Eighlight the need for FEMA to continue to shift its
tesousces to respond to all hazards.

FEMAO2 Develop a More Aaticipatory and Customer-Driven Responst: to Catastrophic
Disasters
These recommendations should make FEMA respond faster and more effectively
1o catastrophic disasters.
FEMAQ3 Create Results-Qrieated Incentives to Reduce the Costs of a Disaster
The Midwest floods, Hurricanes Hugo and Andrew and the Loma Prieta Earthquake

all iltustrate the enormous costs of disaster to society. These recommendations will
move toward reducing that cost.

FEMAO4 D‘:vﬁclop A Skilled Management Team Among Political Appointees and Career
S

Leadership has been the weak link in EEMA’s mission as the federal government's
emergency management coordinaror. These recommendations strive to improve
FEMA leadership to successfully implement its new, all-hazards mission.

-1.4

0.1

na

na

cbe

na

na

na

na

cbe

na

cbe = cannot e estimated (due to daca limitations or uncertainties about implementation time lines).

0.0

0.0

na

na

cbe

na

cbe

cbe

na

na

na

cbe

na

na= not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
pplicabl renda p efficiency or red but d directly reduce budget authorit
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APPENDIX A

Fiscal Impact, 1994-99
(Millions of Dollars)
Change in Change in
Recommendation Spending Recelpts
DEPARTMENT OF HEALTH AND HUMAN SERVICES

NOTE: Treatment of Health Care and Welfare Reform Issues by the NPR —
Two primary concens of the Department of Health and Human Services are the
delivery of health and welfare services to individuals. Since the Administration has
special, ongoing efforts dealing with these areas, they are not covered by the
National Performance Review.
HHSO01 Promote Effective, Integrated Service Delivery for Customers by Increasing cbe cbe
Collaborative Efforts
These recommendations outline a number of steps needed to better integrace and
deliver social services to communities and families,
HHS02 Recaginees the HHS Process for Issuing Regulasions cbe

HHS should improve the timeliness and quality of regulations issued and should
involve stakeholders in the development of regulations,

HHS03 Develop a National, Uniform Imsg:ion System to Ensure a Safe Food Supply cbe cbe

cbe

Responsibility for food safety should be consolidated into a single agency, and policies
and inspection systems should be implemented on an objective, scieatific basis.

HHS04 Reconfigure Support for Health Professions Education na na
Existing programs should be consolidated and/or efiminated.

HHS05 Restructure the Managemeat of Railroad Industry Benefit Programs cbe cbe

Railroad Retirement Board functians should be integrated into existing programs
administered by federal, state, and private sector service providers.

HHS06 Improve Social Security Administration Disability Claims Processing to -4,010.0* 0.0
Better Secve People with Disabilities and Safeguard Trust Fund Assets
SSA should apply resources and management tools needed to reduce backlogs and
to avoid paying benefits to individuals who are no longer disabled.

HHS07 Protect Social Security, Disability and Medicare Trust Fund Assets by Removing na
Barriers to Funding Productive Oversight Activities
HHS should aggressively pursue options to assure that adequate investments are
made to avoid unnecessary payments from trust funds.

HHS08 Coordinate Collection and Dissemination of Social Security Administration cbe cbe
Death Information to Protect Federal Program Assets
SSA’s clearinghouse for death information and “best practices” can be used by dozens
of federal antf state agencies to teduce federal program oudays.

HHS09 Take More Aggressive Actions to Collect Outstanding Debts Owed to the Social -335.0° 0.0
Security Trust Fund
S$SA should be given the authority to use a full range of debt collection tools available

under the Debt Collection Act of 1982 to collect debts owed by individuals who are
no longer on benefit rolls.

na

HHS10 [Institute and Collect User Fees on FDA’s Inspection and Approval Processes -1,439.8 0.0
Food, drug and medical device manufacturers, processors and suppliers should be
required to pay for FDA services.

HHS11 Redesign SSA Service Delivery and Make Better Use of Technology to Provide na
Improved Access and Sesvices to Customers
S§SA’s organizational structure needs to be updated to reflect changing customer
needs and to take full advantage of emerging technologies.

HHS12 Stuengthen Departmentwide Management
The department should conduct a review of its organizational structure and
management systems to determine an appropriate balance between centralized and
decentralized functions.

HHS13 Review the Ficld and Regional Office Structuse of the HHS and Develop a Plan cbe cbe
for Shifting Resources to Match Workload Demands

The review should emphasize customer service, results and increased acoountabilicy.

na

na na

*These savings, included in the Grand Total, will be realized in the Social Security Trust Funds and will not affect
discretionary spending levels.

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines).
na = not applicable—recommendation improves cfficiency or redirects resources but does not directly reduce budget authority.
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Fiscal Impa-.(, 1994-89

{Mtiltons of Dollars)
Change in Change in
Recommendation Spending Recelpts
HHS14 Amend the Health Care Financing Administration’s Contracting Authority -985.0 0.0

to Allow for Competitive Contracting
HCFA should be authorized to fully and openly compete Medicare claims processing
contracts to reduce costs and eliminate inefficiencies and conflicts of interest.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

HUDO1 Reinvent Public Housing cbe cbe
HUD should create pilot programs to devolve greater authority over housing funds
10 sound local agencies. It should create demonstrations of mixed-income public
housing with portable subsidies. HUD should also streamline public housing rules
and take other steps to improve public housing management.

HUDO02 Improve Multi-Family Asset Management and Disposition na na
HUD should use public-private partnerships to manage and sell HUD-held loans
and real estate for non-subsidized housing projects. Congress should reduce restrictions
on HUD sale of multi-family properties, including use of portable subsidies for
tenants when the Secretary determines that 1o be best for tenant needs.
HUDO03 Imprave Single-Family Asset Management and Disposition na na
HUD should use a combination of early assistance to borrowers having financial
difficulties, contract loan servicing, contract mortgage assistance programs and
public-private partnerships to streamline and improve management of HUD-

assigned single-family mortgages.

HUDO4 Create an Assisted-Housing/Reat Subsidy Demonstration Project na na
HUD should be authorized to experiment in negotiated restructuring of privately
owned assisted-housing projects to improve management, promote mixed-income
housing and save taxpayer funds.

HUDO5 Establish a New Housing Production Program na na
HUD should stimulate housing production through FHA risk-sharing arrangements
with housing finance agencies, stimulate a secondary market for muld-family
properties, improve access to FHA insurance for first-time home buyers, provide
special FHA programs to revitalize neighborhoods and improve FHA management.

HUDOG6 Streamline HUD Field Operations -167.0 0.0
HUD should streamline its Washington, regional and field office structure and
consolidate and reduce its size over time.

HUDO7 Refinance Section 235 Mortgages -210.0 0.0
HUD should use incentive contracts to speed savings from refinancing expensive
old mortgages subsidized Ly HUD.

HUDO8 Reduce Section 8 Contract Rent Payments -225.0 0.0
HUD should modify its process to reduce unjustified increases in annual payments
to Section 8 projects.

HUDO09 Consolidate Section 8 Certificates and Vouchers cbe cbe
This recommendation would consolidate two overlapping projects to eliminate
duplication.

HUDI10 Reduce Operating Subsidies for Vacancies cbe cbe .
This recommendation would encourage public housin5 encies to make better
use of their assets by reducing subsidies paid for unjustifiably vacant units.

INTELLIGENCE COMMUNITY

INTELO1 Enhance Intelligence Community Integration . ‘

The end of the Cold War and the constrained fiscal environment in the U.S. create
an imperative for the 13 components of the Intelligence Community to act more
effectively and more efficiently as a team.

*The Intelligence Community budget is classified. Savings from these recommendations cannot be shown in this report.
cbe = cannot be estimated (due to dara limitations or uncertainties about implementation time lines).

na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budger authoritv.
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Fiscal impact, 1994-93
(Miillons of Dollars)
. Change in Change In
flecommendation Spending Recelpts
INTELO2 Eshance Community Responsiveness to Customers .

A 40-ycar emphasis on the Soviet Union allowed the Intclligence Community
to develop a repertoire which was not m‘dmt on a close relationship with its

customers, That is no longer the case , and NPR makes recommendations
for improvements in this area.

INTELO3 Reassess Information Collection to Mect New Analytical Cballen.dlgc * *
The analytical issues the lntdligc;lic Comumunity faces are far more diverse and

complex today, requiring new and new techniques to meet the intelligence
of policymakess.

Integrate Intelligence Community Information Management Systems *
The Intelligence Community lacks the connectivity and interoperability in its
information systems to do its job efficiently and effectively.
INTELO5 Decvelop Integrated Personne! and Training Systems *
This recommendation focuses on organizational development and training issues
within the Intelligence Coramunity.
Merge the President’s Intelligence Oversight Board with the President’s Foreign
i Advisory Board

5y

The roles of these two aversight bodics are sufficiendy similar that small savings
and some efficiencies can be achieved by combining them.

Improve Support to Ground Troops During Combat Operations *
Numerous studies of intelligence support during the Gulf War focused on agency

ot service-specific support issues. This issue outlines a reinvention lab effort which

proposes an integrated approach to studying support ta ground forces during
combag operations.

INTELO7

DEPARTMENT OF THE INTERIOR

DOIOL  Establish a Hard Rock Mine Reclamation Fund to Restore the Environment
To address health and safety threats and envitonmental damage caused by toxic
metal and chemical leaching from abandoned mincs, the federal govemnment should
establish 2 hard-rock mine reclamation fund.

DOIOZ Redefine Federal ight of Coal Mine Regulation -28.0 0.0
To overcome o rional problems that inhibit an effective state-federal
relationship, federal oversight of coal mine regulations should be redefined.

DOI03  Establish a National Spatial Data Infrastructure
By supporting a cross-agency coordinaring effort, the federal government can develop
a coherent vision for the national spatial data infrastructure (NSDJ). (Spatial, or
geographic, data refers to information that can be placed on a map.) This will allow
greatly improved information analysis in a wide range of areas, including the analysis

of environmental information and the monitoring of endangered animals and sensitive
land aress.

36.0 0.0

DOI04 Promote Entreprencurial Management of the National Pack Sesvice**

3320 993.0
The Park Service should be allowed to raise additional reveriues from appropriate
sources and to use a portion of the money for investment in park infrastructure.

This proposal would increase selected park entry fees and would increase fees on
park concessionaires.

DOI05 Obtain & Fair Return for Federal Resources 1324 549.7
The federal government should institute reforms to guarantee a fair return for
federal resources such as livestock grazing and hard-rock mining. Some of the
f)rogmms regulating the commercial sale and use of natural resources on federal
ands operate at a Joss to the taxpayers and fail to provide incentives for
stewardship practices. The administration should also develop a new fee schedule
for communications sites on DO and Department of Agriculture lands.

*The Inselligence Co‘l.-nmunity budget is classified. Savings from these tecommendations cannot be shown in this report.

**NPR recommends redirecting half of increased park income to investment in patk infrastructure,
cbe = cannot be estimated (due t~ data limitations or uncertainties about implementation time lines).

na = not applicable—recommendation improves efficiency or redirects resoutces but does not directly reduce budget authority.
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Fiscal Impact, 1994-99
(Mititons of Dollars)
Change in Change in
Recommendation Spending Recelpts
DOI06 Rationalize Federal Land Ownership na na

DOI needs to reinvent the way it manages and acquires federal lands. Due co
historical parterns of serdement and development of this country, adjoining fedéral
lands often fall under the jurisdiction of several federal agencies. To the degree
possible, this should be corrected based on the principle of ecosystem management.

DOI07 Improve the Land Acquisition Policies of the DOI na
The Secretaries of Interior and Agriculture and the Director of OMB should modify
the process for determining land acquisition priorities and procedures. The new
system should reflect major objectives of federal land acquisition, indluding outdoor
recreation resources, resource protection, and resource and cultural heritage protection.

DOI08 Improve Mincral Management Sexvice Royalty Collections 0.0
Better management of DOI's royalty collection program would increase revenues
and improve efficiency.
DOI0Y  Establish a System of Personnel Exchanges in DOI na
A change in management philosophy is needed to address bureaucratic barriers at
DOI. This recommendation outlines various approaches to this problem.

DOI10 Consolidate Administrative and Programmatic Functions in DOI -17.5
To manage its bureaus effectively, DOI needs to reduce duplicative services. By
consolidating administrative and programmatic functions, DOI can improve
customer service, promote efficiency, and reduce costs.

DOIl1  Streamline Management Support Systems in DOI cbe
To create a quality management culture, the department should streamline its
management support systems, including telecommunications, procurement,
financial management, and paperwork control.

DOI12 Create a New Mission for the Burcau of Reclamation -184.1
The Bureau of Reclamation needs to redefine its mission toward new environmental
priorities and clarify its role in water management. . Tlie original mission to develop
water resources and provide for economic development of the West—is aimost complete.

DOI13 Improve the Federal Helium Program -12.0
The federal government nceds to reexamine its role in the federal helium program.
The program can be run more efficiently, reducing outlays by federal helium
customers and increasing revenue. To obtzin maximum benefit from helium
operations, the government should cancel thic helium debt, reduce costs, increase
efficiencies in helium operations, and increase sales of crude helium as market
conditions permit.

DOl14 Enhance Environmental Management by Remediating Hazardous Material Sites 187
The time is right to integrate skills across bureau boundaries in the remediation of
DOT’s hazardous materials sites. The high cost of remediation requires DOI to make
maximum use of existing resources.

DEPARTMENT OF JUSTICE

DOJo1  Improve the Coordination and Structure of Federal Law Enforcement Agencies® -$187.0
NPR recommends the designation of the Atrorney General as the Director of Law
Enforcement 1o coordinate federal law enforcement efforts. It also recommends
changes in the alignment of federal law enforcement responsibilities.

DOJ02 Improve Border Management* cbe

Federal border management should be significantly improved. NPR recommends
a series of actions to be taken by Customs and INS to make these improvements.

DOJ03 Redirect and Better Coordinate Resources Dedicated to Interdiction of Drugs* na
This recon mendation outlines changes that can be made o beteer coordinate federal
programs directed at the air interdiction of drugs.

*Issuc corresponds to an identical issuc in the Department of Treasury report; fiscal impact is for Justice only.

cbe = cannot be cstimated (due to data li.nieations or uncertainties about implementation time lincs).
na = not applicable—reccommendation improves efficiency or reditects resoutces but does nat directly reduce budget autharity.

na

28.0

na

0.0

cbe

0.0

35.0

0.0

cbe
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Fiscal Impact, 1994-99
(Miliions of Dallars)
Change In Change in
Spending Recelpts

DOJo4

DOJo5

DOJo6

DOJo7

DOjos

DOJo9

DOj10

DOJ11

DOJi2

DOJ13

DOJ14

DOJ15

DOJ16

Improve Department of Justice Debt Collection Efforts

This recommendation would make improvements in the Justice debt collection
effort, including giving the department the ability to retain a small percentage of
debts collected and allowing Justice to credit its working m}Piul furd with a
percentage of debt collections 1o be used for the creation of a centralized debt
tracking and information system.

Improve the Bureau of Prisons Education, Job Training, and Financial
Responsibilities Programs

NPR makes a serics of recommendations for improving prison education, training,
and inmate financial responsibility policies.

Improve the Management of Pederal Assets Targeted for Disposition™

Improvements are nceded in the methods by which the federal government disposes
of various assets.

Reduce the Duplication of Drug Intelligence Systems and Improve Computer
Security*

NPR recommends several changes to eliminave duplication in the federal drug
intelligence system.

Reinvent the Immigration and Naturalization Service’s Organization

and Management

NPR recommends 2 number of changes in INS organization and management processes
to provide an improved management steucture and a strategic vision for the agency.
Make the Department of Justioe Operate More Effectively as the U.S. Government
Law Firm

Justice should undertake several impravements in the way it manages its litigation
functions to improve service to its customers and betrer manage its case load.

Improve White Collar Fraud Civil Enforcement

Civil fraud recovery should be established as a priority and the depattment should

take steps to improve its white collar fraud enforcement.

Reduce the Duplication of Law Enforcement Training Facilities

Overlap and duplication in the provision of federal law enforcement training facilities
should be examined. Multi-agency training needs should be accommodated through
existing facilities in lieu of the construction of new facilities by individual agencics.
Streamline Background Investigations for Federal Employecs

The current method of completing background examinations on federal employees

is time-consuming and inefficient. This recommendation outlines improvements to
streamline the process without sacrificing thoroughness.

Adjust Civil Monctary Penalties to the Inflation Index

Civil monetary penalties have not been adjusted to kccgeup with inflation. Under
this recommendation, a “catch-up” adjustment would be made and the need for
additional inflation adjustments would be atically d every four years.
Improve F ‘eral Cousthouse Security

This recommendation is intended to address concerns of the U.S. Marshals Service
concerning security at federal courthouses.

Improve the Professionalism of the U.S. Marshals Service

U.S. Marshals should be selected based on merit by the Director of the U.S.
Marshal Service and reduce some paositions.

Develop Lower Cost Solutions to Federal Prison Space Problems

This recommendation describes appraaches to solving existing prison space problems.

DEPARTMENT OF LABOR
DOLO1 Enhance Reemployment Programs for Occupationally Disabled Federal

cbe = cannot be estimated (due to dasa limitations or uncertainties about implementation time lincs).

na = not applicable—recommendation improves efficiency or sedirects resources bu does not directly reduce budger authority.

151

Employees

These recommendations would help occupationally disabled federal employees return
to productive careers by expanding DOL's return-to-work program. This saves money
by reducing long-term benefit costs to the governinent.

che che

0.0 13.8

-48.0 0.0

na na

14.0 ) 111.0

-60.0 0.0

0.0 193.0

240 0.0

-36.0 0.0

cbe ¢be

-$125.7 $0.0
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Fiscal Impact, 1994-99
(Millions of Dollars)
Change in Change in
Recommendation Spending Recelpts
DOL02 Develop a Single Comprehensive Worker Adjustment Strategy na na
Improve services to the unemployed—and those at risk of dislocation—and make
better use of resources available for assistance by developing a new worker adjustment
strategy.
DOL03 Expand Negotiated Rulemaking and Improve Up-front Teamwork on Regulations che cbe
DOL should provide administrative guidance more quickly and cheaply through
negotiated rulemaking and a streamlined team approach to the rules development
process.
DOL04 Expand the Use of Alternative Dispute Resolution by the Department of Labor cbe cbe
The increased use of alternative dispute resolution could reduce litigation and produce
significant long-term savings.
DOLO05 Automate the Processing of ERISA. Annual Financial Reports (Forms 5500) to Cut -49.7 0.0

Costs and Delays in Obtaining Employee Benefit Plan Dzta
Automating the filing and processing of annual financial reports required of pension
and benefit plan administrators (ERISA Forms 5500) would reduce costs anw. delays.
DOLO6 Amend the ERISA Requirement for Summary Plan Descriptions 0.6 0.0
The filing of summary plan descriptions by employee bencfit plan administracors
with DOL is intended to make the plans more readily available for participants and
beneficiaries. Since requests for copies are received on only about one percent, the

cost to maintain the system and the administrative burden on employers far outweighs
the public benefit.

DOLO7 Redirect the Mine Safety and Health Administration’s Role in Mine Equipment na

na

Regulation

Shifting the Mine Safety and Health Administracion’s regulatory role from one of
in-house testing to one of on-site quality assurance would provide increased economic
benefits to the mining industry and would allow DOL to redirect resources.

DOLO8 Create One-Stop Centers for Carcer Management cbe cbe
Establishing one-stop centers for career management would create a customer-driven

work force system, empowering Americans to make informed career choices and
providing the means to achieve those goals.

DOL09 Create 2 Boundary-Spanning Work Force Development Council na na
Because the greatest barriers to creating an integrated work force development system
are the categorical nature of federal funds and structural fragmentation of various
federal programs, this issue proposes to coordinate work force development efforts
by convening a multi-agency Work Force Development Council and implementing
“bottom-up grant consolidation” for statcs and localities.

DOLIO Refocus the Responsibility for Ensuring Workplace Safety and Health che cbe
This recommendation proposes to shift responsibility for workplace safety and healch
to employers by issuing regulations requiring self-inspections and implementing a
sliding scale of incentives and penalties to ensure safety standards are met,
" DOL11 Open the Civilian Conscrvation Centers to Private and Public Competition * cbe cbe
A long-term reduction in costs is possible through expanded competition for
contracts to operate Job Corps Civilian Conservation Centers.

DOL12 Partially Fund Mine Safety and Health Enforcement Through Service Fees 444 0.0
Charge for services to put the mining industry on a comparable footing with other
indlustries which bear the cost of their regulation. This proposes to partially fund
enforcement of mine safety regulations through service fees.

DOL13 Integrate Enforcement Activities within the Department of Labor cbe cbe
Introduce greater coordination and flexibility in the DOL enforcement agencies to
project a consistent message to customers and integrate approaches to common issues.

DOL14 Apply Information Technology to Expedite Wage Determinations for Federal 0.1 0.0
Contracts
Developing an electronic data interchange/data mapping system which is integrated

into the Service Contract Act process should eliminate delays both in the delivery of
wage determinations and in procurement when caused by determination delays.

cbe = cannot be estimated (duc to data limitations or uncertaintics about implementation time lines).

na = not applicable—rccommendation improves efficiency or redirects resources but docs not directly reduce budget authority.
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Fiscal Impact, 1994-08
(Millions of Dollars)

Change In Change in

Recommendation Spending Recelpts
DOLIS Provide Research and Development Authority for the DOL’s Mine Safety and na na

Health Program

Granting the Mine Safety and Health Administration authority to procure services

and goods directly would improve the mine safety program by expediting the

acquisition process for new and improved ology.
DOLI16 Increase Assistance to States in Collecting Delinquent Unemployment Insurance na nz

Trust Fund Contributions

This recommendation outlines ways of improving state oollections of delinquent
unemployment insurance contributions.

DOL17 Revise and Update the Consumer Price Index 56.0 0.0
The consumer price index has important consequences for both public and private
decisions. This important measure should be updated to reflect recent inflation
trends.

DOL18 Improve the Delivery of Legal Services by the Office of the Solicitor in the na na
¢t of Labor
The delivery of legal setvices by the Office of the Solicitor can be improved by using
cooperative agreements, coordinated budgeting and better use of resources.
DOL19 Transfer the Veterans’ Employment and Training Setvice to the Employment -66.0 0.0
and Training Administration
The DOL can improve service delivery to veterans and save money by consolidating
administration of this function.
DOL20 Reduce Federal Employees’ Compensation Act Fraud -226 0.0
Congress needs to amend several sections of the United States Code to enable DOL
to eliminate benefits to persons who have been convicted of defrauding the
program.
DOL21 Change the Focus of the Unemployment Insurance Benefits Quality Control Program na na
to Improve Performance
Re-cxamining the present mix of systems ta shift the focus of this program from
error measurement to a constructive use of the results would allow DOL to improve
benefit payment quality and more effectively achieve the program'’s goals.

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

NASAO1 Improve NASA Contracting Practices cbe cbe
This recommendation outlines several steps NASA can take to improve its
contracting procedures, induding greater use of performance standards, contracting
out for data instead of hardware whenever appropriate, and using cooperative
rescarch agreements to more quickly exploit high performance computing
techniques.

NASA02 Increase NASA Technology Transfer Eforts and Eliminate Barriers to Technology na na
Development

NASA should expand its technology transfer efforts and promote the development
of new technologies.

NASA03 Increase NASA Coordinatidn of Programs with the U.S. Civil Aviation Iadustry na
NASA should develop a closer relationship with the U.S, civil aviation industry to
ensurc industry input is received carly and throughout the technology development
pracess.

NASA04 Strengthen and Restructure NASA Management -1,982.0 0.0
NASA program management should be aggtessively overhauled. This
recommendation outlines 2 number of steps the agency should take, both in overall
management and in the management of the space station program.

NASAQ5 Clarify the Objectives of the Mission to Planet Earth P'rogram na
This recommendation suggests 2 number of steps needed to improve the
management and performance of the Mission to Planer Earth program.

fna

na

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines).

na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Fiscal Impact, 1994-99
{Miilions of Dollars)
Changelin Changein
Recommendation Spending Recelpts
NATIONAL SCIENCE FOUNDATION/OFFICE OF SCIENCE AND TECHNOLOGY POLICY
NSF01  Strengthen Coordinztion of Science Policy na na

NPR recommends modifying the current structure of the Federal Coordinating
Council for Science, Engineering, and Technology (FCCSET) to strengthen its role
in science policy.

NSF0Z  Use a Federal Demonstration Project to Increase Research Productivity na na
NPR recommends using a demonstration project structured between several
universities and five federal agencies as a model for a program to reduce
administrative overhead on rescarch grants.

NSF03 Continue Automation of NSF Research Support Functions na
NSF should push forward with efforts to implement advanced information
technology in the proposal submission, review, award, and information
dissemination areas.

na

SMALL BUSINESS ADMINISTRATION

SBAO1  Allow Judicial Review of the Regulatory Flexibility Act zbe cbe
Allow access to the courts when federal agencies develop rules that fail to properly
examine alternatives that will lessen the burden on small businesses.

SBAO2 Improve Assistance to Minority Small Businesses
This proposal recommends a complete review of all federal minority business
assistance programs and the establishment of a Small Disadvantaged Business Set-
Aside program for civilian agencies to provide increased opportunities for minority
small business.

SBA0O3  Reinvent the U.S, Small Business Administration’s Credit Programs na
Identify ways to improve SBA’s credit programs to make SBA more responsive to
those industries with the potential for creating a higher number of jobs, those
involved in international trade, and those providing critical technologies. It will also
enable the agency to operate more efficiently.

SBA0O4 Examine Federal Guidelines for Small Business Lending Requirements na
The federal government should examine the guidelines bank regulartors set for small
business lending by financial institutions to ensure that capital is available without
undue barriers while maintaining the integrity of the financial institutions.

SBAOS  Manage the Microloan Program to Increase Loans for Small Business na na
Allowing SBA to guarantee loans made by banks to nonprofit intermediaries, who
could, in turn, make small loans to low-income individuals, women, minorities and
other small businesses unable to obtain credit through traditional lending sources

would increase private sector participation and lessen administrative burdens linked
to direct government lending.

SBAOG  Establish Uscr Fecs for Small Business Development Center Services 0.0 102.0
Authorize Small Business Development Centers to charge a nominal fee for theit

services to reduce federal outlays and require the direct beneficiaries of the assistance
to pay a share of the cost.

SBA07 Distribute SBA Staff Based on Worldoad and Administrative Efficiency na
Reallocating staff based on administrative efficiency and objective workload
measures to allow the SBA to better serve its customers by shifting resources from
its central and regional offices into its district offices.

SBA0O8 Improve Federal Data on Small Businesses
The quality of information made available to shape federal legislative and regulatory

actions affecting small and large businesses will be increased if federal househald
and employer surveys include a “size of firm” question.

na na

na

na

na

na na

¢be = cannot be estimated (due to data limitations or uncertainties about implementation time lines).

na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authoriy.
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Fiscal Impact, 1994-99
(Militons of Dollars)
Change In Change in

Recommendation Spending Recelpts
DEPARTMENT OF STATE/U.S. INFORMATION AGENCY
DOS01 Expand the Authority of Chiefs of Mission Overseas cbe che

This recommendation proposes a pilot pr to expand the management

authority of Chicfs of Mission overseas in the allocation of fiscal and staffing

1esources.
DOS02 Integrate the Forcign Affairs Resource Management Process na na

NPR recommends specific reforms of the interagency foreign policy resource
management process to improve coordination. The recommendation also covers
specific improvements within the Department of State.

DOS03 Improve State Department Efforts to Promote U.S. Business Overseas cbe cbe
International trade is an important responsibility of U.S. missions overseas in the
post-Cold War world. This recommendation outlines several improvements that
can be made in State Department efforts in this area.

DOS04 Provide Leadership in the Department’s Information Management cbe cbe
The Department of State should make significant changes in the way it manages
information technology policy. Several improvements are recommended.

DOS05 Reduce Mission Operating Costs -57.8 0.0
Several recommendations are made for reducing U.S. costs to operate missions
overseas, including eliminating certain facilities, reducing security costs and
considering altogether new forms of overseas representation.

DOS06 Consolidate U.S. Nonmilitary International Broadcasting
This recommendation supports the Administration’s decision to consolidate U.S.
international broadcasting under USIA and outlines ways of extending the benefits
of this change.

DOS07 Relocate the Mexico City Regional Administrative Management Center -0.1 0.0
NPR recommends moving this administrative support office to the U.S. to save
money and recommends examining the need for similar offices now in Paris and
Bangkok.

DOS08 Improve the Collection of Receivables -9.8 0.0

The State Department should do a better job collecting debts, such as medical
expenses and others, owed to the department.

DOS09 Change UN Administrative and Assessment Procedures -36.2 0.0
This recommendation outlines several changes in the U.S.'s fiscal relationship with
the United Nations, including recommending an oversight office for the
organization and tax law changes to reduce costs to the federal government.

na na

DEPARTMENT OF TRANSPORTATION

DOTO01 Measure Transportation Safety
NPR recommends the development of common, government-wide measures of
transportation safety.

DOTO02 Streamline the Enforcemeat Process cbe

NPR recommends pilot program .. the U.S. Coast Guard, the Federal Aviation
Administration, and the Federal Highway Administration, designed to offer greater
flexibility in enforcement methods.

DOTO03 Use a Consensus-Building Approach to Expedite Transportation and Environmental  na na
Decisionmaking
DOT should conduct two demonstration projects to apply a problem-solving
approach to transportation planning, development and decisionmaking as a means
of reducing costs and improving the cfficiency of agency decisionmaking.

DOTO04 Establish a Corporation to Provide Air Traffic Control Services 0.0 0.0
NPR recommends development of a detailed action plan and statutory language for
changes in air traffic control management to make it more business-like.

na na

cbe

cbe = cannot be estimared (due to data limitations or uncertainties about implementation time lines).

na = not applicable—rccommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Fiscal Impact, 1994-99

(Millions’ of Dollars)
Change In Changeln
Recommendation Spending Recelpts
DOTO05 Permit States to Use Federal Aid as 2 Capital Reserve na na

This recommendation would allow federal transportation grant recipients to use
grant funds capital resetve to back debt financing to construct eligible
transportation projects.

DOT06 Encourage Innovations in Automotive Safety na
NPR recommends allowing the National Highway Traffic Safety Administration to
grant more exemptions from highway safety standards to develop new safery
systems.

DOTO07 Examine User Fees for International Over-Flights 0.0 9.0
DOT should conducr a cost allocation study to determine whether foreign air
carriers passing over U.S, air space are paying their fair share and whether direct
user fees should be imposed.

DOTO08 Increasc FAA Fees for Inspection of Forcign Repair Facilities 0.0 8.0
To ensure full cost recovery, increasc the fees charged for certificarion and
surveillanee of foreign aircraft repair stations.

DOT09 Contract for Level I Air Traffic Control Towers -3.1 0.0
NPR recommends converting 99 Level I (low-usc) air control towers to contract

operation and reviewing the remaining Level I towers for possible
decommissioning.

na

DOT10 Establish an Aeronautical Telecommuaications Network to Develop a Public-Private  na
Consortium
FAA should pursue the crearion of a public-private consortium under a cooperative
agreement with industry to develop an Aeronautical Telecommunications Network.

DOTI11 Improve Intermodal Transportation Policy Coordination and Management na
DOT should institute a strategic planning process to promulgate national,
integrated transportation policies.

DOTI12 Develop an Integrated National Transportation Research and Development Plan na na
DOT sEould examine the nation’s transportation-related research and development
portfolio and develop an integrated national transportation plan that considers
specific transportation research needs as well as intermodal transportation plans.
DOT13 Create and Evaluate Telecommuting Programs
DOT should implement a telecommuting plan within the agency and should

evaluate transportation-related behavior and other topics requiring rescarch in this
area.

na

na

na na

DOT14 Improve DOT Information Technology Management -224.5 0.0
The department should develop an information management strategy which will
enable the sharing of data among its component agencies and reduce costs.

DOT15 Provide Reemployment Rights for Merchant Mariners
Guarantee reemployment rights to U.S. seafarers at their private sector jobs if called
10 serve during a war or national emergency.
s DOTI16 Establish an Independent Commission to Review U.S. Maritime Industry
o NPR recommends a detailed cxamination of the future of the maritime industry in

the U.S. and the benefits derived by the taxpayers from maritime industry subsidies
and related issues.

DOT17 Eliminate Funding for Highway Demonstration Projects -7,853.0 0.0
Rescind funding for existing highway demonstration projects. These demonstration
projects should compete at the state level for the limited highway resources available
and not be singled out for special treatment at the federal level.

DOTI18 Reduce Spending for the U.S. Merchant Marine Academy -45.6 0.0
As an economy measure, federal funding for the U.S. Merchant Marine Academy
should be cut by half. The Academy should be given the ability to charge tuition 1o
cover a portion of its operations.

na na

na na

DOT19 Rescind Unabligated Earmarks for the FTA New Starts and Bus Program -131.5 0.0
Rescind unobligated balances for fiscal year 1992 and prior earmarked funding
under this FTA program that remain unobligated after three years.

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines),

na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Fiscal Impact, 1994-99
(Miitlons of Dollars)
Change In Change In

Recommendation Spending Recelpts
DOT20 Reduce the Annual Essential Air Service Subsidies -65.0 0.0

This recommendation would sec new, more restrictive criteria for small airports to

qualify for essential air service subsidies.
DOT21 Terminate Grant Fuading for Federal Aviation Administration Higher Education 454 0.0

Programs

To reduce costs, eliminate federal grant funding of two FAA post-secondary

education programs.
DOT22 Assign Office of Motor Carriers (OMC) Ficld Staff to Imprave Program Effectiveness  che cbe

and Reduce Costs

OMC should develop 2 resource allocation model so that regional managers will be
able to optimize geographic assignment of staff, schedule carrier reviews in an
efficient manner, and eliminate unnecessary travel sequirements.

DOT23 Automate Administrative Requirements for Federal Aid Highway Projects na
NPR recommends improvements in the flow of information on Federal Aid

Highway projects that will reduce paperwork and reduce staff time in completing
certain forms and other current requirements.

na

DEPARTMENT OF TREASURY/RESOLUTION TRUST CORPORATION

TREOL Improve the Coordination and Structure of Federal Law Enforcement cies* $-92.9 $0.0
NPR recommends the designation of the Attorney General as the Director of Law
Enforcement to coordinate federal law enforcement efforts. It also secommends
changes in the alignment of federal law enforcement responsibilitics.

TRE02 Improve Border Management* cbe cbe

Federal border management should be significantly improved. NPR recommends a
series of actions to be taken by Customs and INS to make these improvements.

TREO3 Redirect and Better Coordinate Resources Dedicated to the Interdiction of Drugs*  -186.6 0.0
This recommendation outlines changes that can be made to better coordinate
federal programs directed at the air interdiction of drugs.

TRE04 Foster Federal-State Cooperative Initiatives by the IRS cbe cbe
Cooperative relationships between the IRS and state tax administrations, including

joint filing of data, should improve taxpayer setvice as well as collection activity
while reducing costs.

TRE0S Simplify Employer Wage Reporting cbe cbe
The administrative burden caused by our currene employer wage-reporting
requirements could be reduced while maintaining or improving the effectiveness of
government operations by developing and implementing a simplified wage
reporting system.
TREOG Establish Federal Firearms License User Fees to Cover Costs 0.0
The current fee for a retil dealer’s firearms license (authorized in 1968) does not
cover the cost of license processing and is low enough to encourage applications
from individuals wishing to occasionally purchase firearms at reduced cost.
Increased fees would recover the cost of operating the firearms program.

TREO07 Improve the Management of Federal Asscts Targeted for Disposition* cbe cbe

Improvements are needed in the methods by which the federal government disposes
of various assets.

TREO08 Reduce the Duplication of Drug Intclligence Systems and Improve Computer na na
NPR recommends several changes to eliminate duplication in the federal drug
intelligence system.

TRE09 Modemize the IRS
The IRS Tax System Modernization (TSM) initiative, cusrently in its initial stages,
would casc taxpayer burdens duc to manual return processing and inaccessible

information, and enable IRS to provide a level of service comparable to private
sector financial institutions,

132.5

cbe cbe

*Issue corresponds to an identical issuc in the Department of Justice report; fiscal impact is for Treasury only.

cbe = cannot be estimated (due to data limitations or uncertaintics about implementation time lines).
na = not applicable—recommendation improves efficiency or redirects tesources but does not directy reduce budger authority.
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Fiscal Impact, 1994-99
(Millions of Dollars)
Change in Change in
Recommendation Spending Recelpts
TRE10 Modemize the U.S. Customs Sezvice 0.0 450.0

NPR recommends a number of changes in Customs’ organization and management
processes to provide an improved management structure and strategic vision.

TRE11 Ensure the Efficient Merger of Resolution Trust Corporation into the FDIC . na
The merger of the RTC and the FDIC should ensure the transfer of RTC expertise
not currently held by the FDIC in order to provide the most efficient
administration of these asset-disposition functions.

TRE12 Reduce the Duplication of Law Enforcement Training Facilities* cbe
Overlap and duplication in the provision of federal law enforcement training
facilities should be examined. Multi-agency training needs should be
accommodated through existing facilities in lieu of the construction of new facilities
by individual agencies.

TRE13 Streamline Background Investigations for Federal Employees™ che
The current method of completing background examinations of federal employces
is time-consuming and inefficient. This recommendation oudines improvements to
streamline the process without sacrificing thoroughness.

TREL4 Adjust Civil Monetary Penalties to the Inflation Index* 0.0
Civil monerary penalties have not been adjusted to keep up with inflation. Under
this recommendation, a “catch-up” adjustment would be made and the need for

additional inflation adjustments would be automatically reassessed by che
government every four years.

TRE15 Increase IRS Collections Through Better Compliance Efforts cbe

NPR supports the current efforts of the IRS under Compliance 2000 to improve
valuntary compliance and other efforts to collect taxes already owed to the federal

government.

TRE16 Improve Agency Compliance with Employment Tax Reporting Requitements cbe
Many federal agencies do not fully comply with federal tax reporting requirements.
Responsibilities for compliance should be more fully communimt«f and enforced.

TRE17 Authorize Federal Tax Payment by Credit Card che
Legislation should be enacted to allow certain taxpayers to make tax payments with
a credit card.

TRE18 Modemize the Financial Management Systems 41.1

NPR recommends several changes to improve financial management with Treasury,
including consolidation of some operations, the improved use of technology, and
other actions.

TRE19 Repeal Section 5010 of the Internal Revenue Code to Eliminate Tax Credits 0.0
for Wine and Flavors

The wine and flavors tax credit should be repealed.
TRE20 Amend or Repeal Section 5121 of the Internal Revenue Code Requiring Special 0.0
* Occupational Taxcs on Retail Alcohol Dealers
This recommendation would increase federal income from alcohol dealers.

DEPARTMENT OF VETERANS AFFAIRS

DVAO1 Decvelop the Master Veteraa Record and Modernize the Department’s Information na
Infrastructure

Creation of a master veteran record for all VA programs and the improvements in
the department’s information technology will improve services to veterans and their
families.

DVA02 Modernize Benefits Claims Processing

Modernization of the VA benefits claims processing system will improve the quality
of scrvice and save taxpayer dollars over time.

na

*Issue corresponds to an identical issue in the Department of Justice report; fiscal impact is for Treasury only.

cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines).
na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authority.

na

cbe

cbe

126.0

cbe

cbe

cbe

0.0

500.0

45.0

na

na
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Fiscal impagct, 1994-99
(Mitlions of Dollars)
Change in Change in
Recommendation Spending Receipts
DVAO3 Eliminate Legjslative Budget Constraints to Promote Management Effectiveness cbe cbe

VA is covered by a number of special legislative requirernents, including
employment “floors™ for certain programs. Reducing or eliminating some of these
controls can reduce costs and improve service without sacrificing accountability.
DVAO4 Streamline Benefits Claims Processing 1.8 0.0
VA should examine the uscfulness of a New York Regional Office approach to
benefits claims processing that promises to streamline the process. It should also
examine regional staffing.

DVAO5 Consolidate Department of Defense and Department of Veterans Affairs cbe cbe
Compensation and Retired Pay P
DOD and VA should create a task force to jointly examine their disability
compensation adjudication and disbursement processes.

DVAOG Enhance VA Cost Recovery Capabilities 0.0 486.5
Revise VA policy to use a portion of cost recovery funds to defray debe collection
costs and expand recoveries to save money.

DVAO7 Establish a Working Capital Fund na na
This recommendation would allow creation of a working capital fund using existing
resources in the department to be used for cervain selected needs.

DVAO8 Decentralize Decisionmaking Authority to Promote Management Effectiveness na na
NPR recommends that VA headquarters and field managemenr work together to
imgrovc agency decisionmaking, including the delegation of some decisionmaking
to field activity directors.

DVAO9  Establish a Comprehensive Resource Allocation Program na

na
VA should design and develop a comprehensive, departmentwide, performance and *
needs-based resource allocation program to replace current approaches.
DVA10 Serve Veterans and Their Families as Customers na na

This recommendation outlines several approaches for VA to improve its focus on
veterans and their familics as customers.

DVAI11 Phase-Out and Close Supply Depots -168.0 0.0
VA should convert its existing centralized depot storage and distribution program to
a commercial just-in-time delivery system and close unneeded supply depots.

DVAI2 Improve Business Practices through Electronic Commerce -124.1 0.0
VA should expand its use of electronic media to reduce paperwork and save money.
It should seek to make greater use of electronic funds transfer of compensation and

pension benefits,

DVA13 Eliminate “Sunset” Dates in the Omnibus Budget Reconciliation Act of 1990 -704.8 490.0
To achieve cost savings, extend certain cost savings measures that arc due to expire
in 1998.

DVAl4 Raise the Fees for Veterans Affairs’ Guaranteed Home Loans 8114 0.0

As a cost savings measure, loan fees on veterans loans should be raised above the
levels set in the Omnibus Budget Reconciliation Act of 1994.

DVA15 Restructure the Veterans Affairs’ Health Care System 0.0 0.0
VA should reexamine its role and delivery structure after the issuance of the report
of the President’s National Health Care Reform Task Force and take actions to
restructure the VA health care system.

DVA16 Recover Administrative Costs of Veterans’ Insurance Program from Premiums 0.0 0.0
and Dividends

VA should be permitted to recover certain insurance program costs from insurance
trust fund sucpluses.

Grand Total $28,100 $8,300

cbe = cannot be estimated (due to darta limitations or uncertaintics about implementation time lines).

na = not applicable—recommendation improves efficiency or redirects resources but does not directly reduce budget authoriy.
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Recommendarions

CREATING QUALITY LEADERSHIP AND MANAGEMENT

QUALO!

QUAL02

QUAL03

QUAL04

PROVIDE IMPROVED LEADERSHIP AND MANAGEMENT OF THE EXECUTIVE BRANCH

The President should define a vision for the management of the government in the 21st century. To act on this vision, he
should direct department and agency heads to designate chief operating officers and he should establish 2 President’s
Management Council, comprised of the chief operating officess, to oversee the implementation of NPR's recommendations.
IMPROVE GOVERNMENT PERFORMANCE THROUGH STRATEGIC AND QUALITY MANAGEMENT
Encourage all department and agency heads to lead and manage in accordance with the criteria in the Presidential Award for
Quality. To begin this culture change, all executive branch employees—starting with the President and Cabinet—should
attend appropriare educational sessions on strategic and quality management,

STRENGTHEN THE CORPS OF SENiOR LEADERS

Develop guidance to be used to determine the qualifications needed for selected senior political appointee positions, and
provide adequate orientations for individuals upon their appointment.

IMPROVE LEGISLATIVE-EXECUTIVE BRANCH RELATIONSHIP

Improve communicacions between the executive branch, members of Congress, and congressional staff on key issues during

and after program and policy development and implementation. Develop an agreed-upon approach for dealing with
management failures, crises, and chronic program difficulties.

STREAMLINING MANAGEMENT CONTROL

SMCot

SMCo2

SMCo03

SMC04

SMCos

SMCo6

SMCo7

SMCog

IMPLEMENT A SYSTEMS DESIGN APPROACH TO MANAGEMENT CONTROL

Redesign the existing collection of management control mechanisms for the executive branch, using a systems design
approach, in order to create a well managed and cost-effective system. .
STREAMLINE THE INTERNAL CONTROLS PROGRAM TO MAKE IT AN EFFICIENT AND EFFECTIVE
MANAGEMENT TOOL

Rescind the current set of Internal Control Guidelines and replace them with a broader handbook on management controls.
CHANGE THE FOCUS OF THE INSPECTORS GENERAL

Change the focus of Inspectors General from compliance auditing to evaluating management control systems.

In addition, recast the IGs method of operation to be more collaborative and less adversarial.

INCREASE THE EFFECTIVENESS OF OFFICES OF GENERAL COUNSEL

Define clearly the dients of ageney General Counsel offices as agency line managers. Train staff attorneys to understand the
cultural changes they will need to undertake to operate in an environment where program results are important. Develop
performance measures and “feedback loops™ to ensure close cooperation with line managers.

IMPROVE THE EFFECTIVENESS OF THE GENERAL ACCOUNTING OFFICE THROUGH INCREASED
CUSTOMER FEEDBACK

Improve GAQO’s documentation of best practices and the usc of feedback loops on its performance.

REDUCE THE BURDEN OF CONGRESSIONALLY MANDATED REI'ORTS

Eliminate at least 50 percent of all congressionally mandated reports. Review new reporting requirements for management
impact, and include a sunset provision.

REDUCE INTERNAL REGULATIONS BY MORE THAN 50 PERCENT

Direct department secretaries and agency heads to reduce by at least 50 percent the number of internal regulations, and the
number of pages of regulations, within 3 years.

EXPAND THE USE OF WAIVERS TO ENCOURAGE INNOVATION

E}.:tablish a process for obtaining waivers from federal regulations and identifying those regulations for which this process
should apply.

TRANSFORMING ORGANIZATIONAL STRUCTURES

ORGO!

ORGO2

ORGO3

REDUCE THE COSTS AND NUMBERS OF POSITIONS ASSOCIATED WITH MANAGEMENT CONTROL
STRUCTURES BY HALF

Cut management control positions over the next 5 years. Reinvest some of the savings in benchmarking, training, and
investments in new technology. In addition to separation incentives (see HRM14), provide nutplacement services to affected
staff.

USE MULTI-YEAR PEFORMANCE AGREEMENTS BETWEEN THE PRESIDENT AND AGENCY HEADS TO
GUIDE DOWNSIZING STRATEGIES

Performance agrecments with agency heads (sce BGTO1) should be used to identify progress toward agreed upon downsizing
goals-—not central management agency controls such as across-the-board cuts or ceilings on employment. In exchange,
agencies will be supported with increased management flexibilities.

ESTABLISH A LIST OF SPECIFIC FIELD OFFICES TO BE CLOSED

Within 18 months, the President’s Management Council should submit a fist to Congress of civilian field

offices that should be closed.
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ORG04 THE PRESIDENT SHOULD REQUEST AUTHORITY TO REORGANIZE AGENCIES
Congress should sestore to the President the authorit, to restructure the executive branch.
ORGO5 SPONSOR THREE OR MORE CROSS-DEPARTMENTAL INITIATIVES ADDRESSING
COMMON ISSUES OR CUSTOMERS
The Presidenc’s Management Council should identify and sponsor three or more cross-departmental initiatives
in areas such as illegal immigration, debt collection, and the problems of the homeless.
ORG06

IDENTIFY AND CHANGE LEGISLATIVE BARRIERS TO CROSS-ORGANIZATIONAL COOPERATION

As cross-organizational collaborations become an integral part of government operations, barriers to ready collaboration and
funding should be removed.

IMPROVING CUSTOMER SERVICES

ICso1

1CS02

1CS03

ICSo4

1CS05

CREATE CUSTOMER-DRIVEN PROGRAMS IN ALL DEPARTMENTS AND AGENCIES THAT PROVIDE
SERVICES DIRECTLY TO THE PUBLIC

Establish an overall policy for quality of federal services delivered to the public and initiate customer service programs in all
agencies that provide services directly to the public.

CUSTOMER SERVICE PERFORMANCE STANDARDS—INTERNAL REVENUE SERVICE

As past of its participation in the NPR, the Internal Revenue Service is publishing customer service performance standards. To
speed the delivery of taxpayer refunds, the Secretary of the Treasury should delegate disbursing authority to IRS in 1993 and
future tax seasons.

CUSTOMER SERVICE PERFORMANCE STANDARDS-—SOCIAL SECURITY ADMINISTRATION

As pare of its participation in the NPR, the Soctal Security Administration is publishing customer service performance
standards. SSA will also obtain customer opinions on all the goals and objectives of their strategic plan, using that input to
revise the goals and objectives s needed, set priorities, and establish interim objectives.

CUSTOMER SERVICE PERFORMANCE STANDARDS—POSTAL SERVICE

As pare of its participation in the NPR, the U.S. Postal Service will expand its plans to display customer service standards in
Post Office retail lobbies.

STREAMLINE WAYS TO COLLECT CUSTOMER SATISFACTION AND OTHER INFORMATION
FROM THE PUBLIC

For voluntary information collection requests directed at customers, OMB will delegate authority to approve such requests if
departments certifiy that they will fully comply with Paperwork Reduction Act requirements. OMB will also clarify rules on
the use of focus groups and streamline renewals of previously approved sutvey requests.

MISSION-DRIVEN, RESULTS-ORIENTED BUDGETING

BGTO!1

BGTO2

BGT03

BGT04

BGTO5

DEVELOP PERFORMANCE AGREEMENTS WITH SENIOR POLITICAL LEADERSHIP THAT REFLECT
ORGANIZATIONAL AND POLICY GOALS .

The President should develop performance agreements with agency heads, stasting with the top two dozen. Agency heads
should also use performance agi=ements within their agency to forge an effective team committed to achieving organizational
goals and objectives.

EFFECTIVELY IMPLEMENT THE GOVERNMENT PERFORMANCE AND RESULTS ACT OF 1993

Accelerate planning and measurement cfforts to improve performance in every federal program and agency. Designate as pilots
under the act several multi-agency cfforts that have related programs and functions. Develop common measures and data
collection efforts for cross-cutting issucs. Clarify the goals and objectives of federal programs. Incorporate performance
objectives and results as key clements in budget and management reviews.

EMPOWER MANAGERS TO PERFORM

Restructure appropriations accounts to reduce overitemization and to align them with programs. Ensure that direct operating
costs can be identified. Reduce overly detailed restrictions and earmarks in appropriatior.s and report language. Simplify the
apportionment process. Reduce the excessive administrative subdivision of funds in financial operating plans .

ELIMINATE EMPLOYMENT CEILINGS AND FLOCRS BY MANAGING WITHIN BUDGET

Budger and manage on the basis of operating costs rather than full-time equivalents or employment ceilings. Request Congress
to remove FTE floors.

PROVIDE LINE MANAGERS WITH GREATER FLEXIBILITY TO ACHIEVE RESULTS
Identify those appropriations that should be converted to multi- or no-ycar status. Permit agencies to roll over

50 percent of their unobligated ycar-end balances in annual operating costs to the next year. Expedite reprogramming of funds
within agencies.
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FROM RED TAPE TO RESULTS ¢ CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS

Recommendations

BGT06

BGTO7

BGTO8

STREAMLINE BUDGET DEVELOPMENT

Begin the President’s budget formulation process with a mission-driven Executive Budget Resolution process

that will replace hierarchial budget development, delegate more decision making to agency heads, and promote a collaborative
approach to crosscutting issues. In the process, eliminate multiple requirements for detailed budget justification materials.
Negotiate 2 reduction in the detailed budget justification provided to Congress.

INSTITUTE BIENNIAL BUDGETS AND APPROPRIATIONS

Submit 2 legjslative propasal to mave from 2n annual to a biennial budpet submission by the President

Establish biennial budget resolution and biennial appropriation processes. Evaluate program effectiveness

and refine performance measures in the off-year.

SEEK ENACTMENT OF EXPEDITED RESCISSION PROCEDURES

Pursuc negotiations with the leadership of the House and Senate to gain enactment of expedited rescission authority.

IMPROVING FINANCIAL MANAGEMENT

FMoO1

FM02

FM03

FM04

FMO5

FMO06

FM07

FM08

FM09

FM10

FM11

ACCELERATE THE ISSUANCE OF FEDERAL ACCOUNTING STANDARDS

Issue a comprehensive set of federal financial accounting standards within 18 months, If all standards are not issued under the
present advisory board structure, create an independent federal financial accounting standards board.

CLARIFY AND STRENGTHEN THE FINANCIAL MANAGEMENT ROLES OF

OMB AND TREASURY ¢

Develop a Memorandum of Und!mznding to clarify the roles of OMB and Treasury in financial management. Create 2
governmentwide budget and financial information stecting group to develop and provide guidance in implementing an

integrated budget and financial information strategic plan. Shift review of Financial Management Service budger to the OMB
Deputy Director for Management.

. BULLY INTEGRATE BUDGET, FINANCIAL AND PROGRAM INFORMATION

Ensure that agency financial systems are in compliance with a revised OMB Circular A-127 , “Financial Management
Systems,” by September 1996, Provide interagency funding for the joint development of financial systems.

INCREASE THE USE OF TECHNOLOGY TO STREAMLINE FINANCIAL SERVICES

Use electronic funds transfer to pay and reimburse expenses for all federal employees, to handle all interagency payments, to

make payments to state and local governments, and to pay for purchases from the private sector. Similarly, all payments to
individuals should be done electronically.

USE THE CHIEF FINANCIAL OFFICERS (CFO) ACT TO IMPROVE FINANCIAL SERVICES

Identify the set of financial management functions which shotld report to agency CFOs, and ensure that all financial
management personnel are fully-qualified when hired. Rasure that information being collected, disseminated, and reported on
is us:Ed. objective, timely, and accurate for the benefit of program managers.

“FRANCHISE” INTERNAL SERVICES

The President’s Management Council should encourage agencics to purchase common administrative services, such as payroll,
computer support, or procurement, competitively from other federal agencics that may be more responsive or offer better
prices.

CREATE INNOVATION FUNDS

Allow agencies to create innovation capital funds from retained savings to invest in innovations that can improve service and
provide a return on investment.

REDUCE FINANCIAL REGULATIONS AND REQUIREMENTS

Eliminate timeshects and timecards and use technology to enter payroll daca only on an exception basis. Allow use of
commercial checking accounts instead of third-party accounts. Create a threshold below which it is not cost effective to resolve
audit findings.

SIMPLIFY THE FINANCIAL REPORTING PROCESS

Grant OMB the flexibility to consalidate and simplify over a dozen related statutory seports to Congress and the President.
Require agency heads to provide two reports annually, a planning report and an accountability report, Ensure that any futute
financial management reporting requirements can be addressed in either the planning or accountability reports.

PROV:DE AN ANNUAL FINANCIAL REPORT TO THE PUBLIC

Provide a simplified version of a consolidated report on the finances of the federal government for distribution to the taxpayers
by June 1995. Develop a method of identifying and budgeting for the expected costs of contingent liabilities of the Federal
Government.

STRENGTHEN DEBT COLLECTION PROGRAMS

Propose legislation to allow debt collection activities to be funded by the revenues generated from collections and to allow the
agencics to kecp 4 cermain percentage of any increased collection amounts. Propose legislation to lift restrictions on the use of
private collection, and expand agency litigation authority for debe collection through the designation of special assistant U.S.

. Attorneys.

]
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" FM12 MANAGE FIXED ASSET INVESTMENTS FOR THE LONG TERM
Establish 2 long-term fixed asset planning and analysis process, and incorporate it ingo the federal budget process. Easure there
is no bias in the budget against long-term investments.
FM13 CHARGE AGENCIES FOR THE FULL COST OF EMPLOYEE BENEFITS

Require all agencies to pay the full aceruing cost of Civil Service Retirement and Pensions. OMB and the Office of Personnel
Management should also research the possibilicy of charging agencies for civilian retitee health benefics.

REINVENTING HUMAN RESOURCE MANAGEMENT

HRMO1

HRMO02

HRMO03

HRMO04

HRMO05

HRMO06

HRM07

HRMO8

HRMO09

HRM10

HRMI11

CREATE A FLEXIBLE AND RESPONSIVE HIRING SYSTEM

Authorize i¢s 1o establish their own recruitment and examining programs. Abolish centralized registers and standacd
application forms. Allow federal departments and agencies to determine that recruitment shortages exist and directly hire
candidares without ranking. Reduce the types of competitive service appointments 1o 3. Abolish the time-in-grade
requirement,

REFORM THE GENERAL SCHEDULE CLASSIFICATION AND BASIC PAY SYSTEM

Remove all grade-level classification criteria from the law. Provide agencies with flexibility to establish broadbanding systems
buile upon the General Schedule framework.

AUTHORIZE AGENCIES TO DEVELOP PROGRAMS FOR IMPROVEMENT OF INDIVIDUAL AND
ORGANIZATIONAL PERFORMANCE -

Authorize agencies to design their own performance managément programs which define and measure success based on each
agency's unique needs.

AUTHORIZE AGENCIES TG DEVELOP INCENTIVE AWARD AND BONUS SYSTEMS TO IMPROVE
INDIVIDUAL AND ORGANIZATIONAL PERFORMANCE

Authorize agencies w develop their own incentive award and bonus systems. Encourage agencies to establish productivity
gainsharing programs ta support their reinvention and change efforts.

STRENGTHEN SYSTEMS TO SUPPORT MANAGEMENT IN DEALING WITH POOR PERFORMERS
Develop a culture of performance which provides supervisors with the skills, knowledge, and support they need to deal with

poor performers, and holds supervisors accountable for effectively managing their human resources. Reduce by half the time
needed to terminate federal employees for cause.

CLEARLY DEFINE THE OBJECTIVE OF TRAINING AS THE IMPROVEMENT OF INDIVIDUAL AND
ORGANIZATIONAL PERFORMANCE; MAKE TRAINING MORE MARKET-DRIVEN

Reduce restrictions on training to allow managers to focus on organizational mission andyto take advantage of the availabl
ENHANCE PROGRAMS TQ PROVIDE FAMILY-FRIENDLY WORKPLACES

Implement family-friendly workplace practices (flex-time, flexiplace, job sharing, telecommuting) while ensuring
accountability for customer service. Provide telecommunications and administrative support necessary for employees
participating in flexiplace and telecommuting work arrangements. Expand the authority to establish and funcf‘ dependent care

programs. Allow employees to use sick leave to care for dependents. Allow employees who leave and then re-enter federal
service to be given credit for prior sick leave balances.

IMPROVYEEI:’SROCESSES AND PROCEDURES ESTABLISHED TO PROVIDE WORKPLACE DUE PROCESS FOR
EMPLO

Eliminate jurisdictional overlaps. All agencies should establish alternative dispute resolution methods and options for the
informal dispasition of employment disputes.

IMPROVE ACCOUNTABILITY FOR EQUAL OPPORTUNITY GOALS AND ACCOMPLISHMENTS

Charge all federal agency heads with the responsibility for ensuring equal opportunity and increasing representation of
qualified women, minorities, and persons with disabilities into all levels and job categories, including middle and senioc
management positions.

IMPROVE INTERAGENCY COLLABORATION AND CROSS TRAINING FOR HUMAN RESOURCE
PROFESSIONALS ’
Establish an Interagency Equal Employment Opportunity and Affirmative Employment Stecring Group under the joint chair

of the Equal Employment Opportunity Commission and the Office of Personnel Management, Require appropriate cross
training for human resource management professionals.

STRENGTHEN THE SENIOR EXECUTIVE SERVICE SO THAT IT BECOMES A KEY ELEMENT IN THE
GOVERNMENTWIDE CULTURE CHANGE EFFORT

Create and reinforce a corporate perspective within the Senior Executive Service that supports governmentwide culture
change. Promote a corporate succession planning model to use to select and develop senior sm&? Enhance voluntary mobility
within and between agencies for top senior executive positions in government.
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Recommendations

HRM12

HRM13

HRM14

ELIMINATE EXCESSIVE RED TAPE AND AUTOMATE FUNCTIONS AND INFORMATION

Phasc out the entire 10,000 page Federal Personnet Manual (FPM) and all agency implementing directives by December
1994. Replacr, the FPM aud agency directives with automated personnel processes, electronic decision support systems and
“manuals” railored to us:r needs.

FORM LABOR-MANAGEMENT PARTNERSHIPS FOR SUCCESS

Identify labor-management partnerships as a goal of the exccutive branch and establish the National Partnership Council.
PROVIDE INCENTIVES TO ENCOURAGE VOLUNTARY SEPARATIONS

Provide departments and agencies with the authority to offer separation pay. Decentralize the authority to approve carly

retirement. Authorizz departments 2nd agencies to fund job search activities and retraining of employees scheduled to be
displaced. Limvit annual leave accumulation by senior executives to 240 hours.

REINVENTING FEDERAL PROCUREMENT

PROCOI1

PROCO02

PROCO3

PROC04

PROCO5

PROCO6

PROCO7

PROCO08

PROCO09

PROC10

PROCI11

PROCI12

PROC13

PROC14

REFRAME ACQUISITTON POLICY

Convert the 1,600 pages of the Federal Acquisition Regulation from a set of rigid rules to a set of guiding principles.

BUILD AN INNOVATIVE PROCUREMENT WORKFORCE o e civi "
Establish an interagency program to improve the governmentwide procurement workforce. Provide civilian agencies wi
authority for improving the acquisition workforce similar to that of the Defense Department’s.

ENCOURAGE MORE PROCUREMENT INNOVATION

Provide new legislative authority to test innovative procurement methods. Establish a mechanism to disseminate information
governmentwide on innovative procurement ideas.

ESTABLISH NEW SIMPLIFIED ACQUISITION THRESHOLD AND PROCEDURES

Enact legislation to simplify small purchases by raising the threshold for the use of simplified acquisition procedures from
$25,000 to $100,000 and raise the various thresholds for the application of over a dozen other statutory requirements that
similarly complicate the process. To ensure small business participation, establish a single electronic bulletin board capabilicy
to pravide 2ccess to information on contracting opportunities.

REFORM LABOR LAWS AND TRANSFORM THE LABOR DEPARTMENT INTO AN EFFICIENT PARTNER
FOR MEETING PUBLIC POLICY GOALS

Enact legislation to simplify acquisition labor laws such as the Davis-Bacon Act, the Copeland Act, and the Service Contract
Act. Improve access to wage schedules through an oa-line electronic system.

AMEND PROTEST RULES

Change the standard of revicw at the General Services Board of Contracts Appeals to conform to that used in the relevant

courts. Allow penalties for frivolous protests. Allow contract negotiation to continue up to the point of contract award, even

though a protest has been filad with the General Services Board of Contract Appeals.

ENHANCE PROGRAMS FOR SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS CONCERNS
Repeal statutory limitations on subcontracting and subsditute regulatory limitations to provide greater flexibility. Authorize
civilian agencies to establish small disadvantaged busitiess set-asides.

REFORM INFORMATION TECHNOLOGY PROCUREMZNTS

Increase the delegation of authority to agencies to purchuse infermation technology. For purchases less than $500,000 for
products, and $2.5 million for services over the life of 2 contract, eliminate indepth requirements for analyses of alternatives.
Pilot-test alternative ways of buying commercially available information technology items.

LOWER COSTS AND REDUCE BUREAUCRACY IN SMALL PURCHASES THROUGH THE USE OF
PURCHASE CARDS

Provide managers with the ability to authorize employecs to purchase small dollar value items directly using a government
purchase card. Require internal government supply sources to accept this card.

ENSURE CUSTOMER FOCUS IN PROCUREMENT

Revise Procurement Management Reviews to incorporate NPR principles such as “focusing on results”
for the line managers.

IMPROVE PROCUREMENT ETHICS LAWS
Create consistency across the government in the application of procurement ethics laws.
ALLOW FOR EXPANDED CHOICE AND COOPERATION IN THE USE OF SUPPLY SCHEDULES

Allow state and local governments, grantecs, and certain nonprofit agencies to use federal supply sources. Similarly, allow
federal agencics to enter into cooperative agreements to share state and local government supply sources.

FOSTER RELIANCE ON THE COMMERCIAL MARKETPLACE
Change laws to make it casier to buy commercial items. For example, revise the definition of commercial item. Revise
governmentwide and agency regulations and procedures which preclude the use of commercial specifications.

EXPAND ELECTRONIC COMMERCE FOR FEDERAL ACQUISITION

Establish a governmentwide program to use electronic commerce for federal procurements.

wod
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APPENDIX C

PROCI15

PROCI16

PROC17

PROCI1E

PROC19

PROC20

ENCOURAGE BEST VALUE PROCUREMENT

To recognize other factors besides price, define “best value” and provide regulatory guidance to implement a program for
buying on a “best value™ basis. Issuc guide on the use of “best practices™ source selection procedures.

PROMOTE EXCELLENCE IN VENDOR PERFORMANCE

Establish an interagency Excellence in Vendor Performance Forum that would develop policies and techniques to measure
contractor petformance for use in contract decisions. Establish an award for contractor and government acquisition excellence.
AUTHORIZE A TWO-PHASE COMPETITIVE SOURCE SELECTION PROCESS

Authorize the use of 2 two-phase sclection process for certain types of contracts so that an offeror does not incur a substantial
expense in preparing a contract proposal.

AUTHORIZE MULTIYEAR CONTRACTS

Authorize multiyear contracts and allow contraces for severable services to cross fiscal years.

CONFORM CERTAIN STATUTORY REQUIREMENTS FOR CIVILIAN AGENCIES TO THOSE OF

DEFENSE AGENCIES

Repeal requirements for commercial pricing certificates and authorize contract awards without discussions, where appropriate.
Maintain the $500,000 threshold for cost and pricing data requirements for the Defense Department and establish the same
threshold for civilian agencies.

STREAMLINE BUYING FOR THE ENVIRONMENT

Develop “best practice™ guides on buying for the environment. Encourage multiple award schedule contractors to identify
environmentally preferable products. Provide energy efficiency information in government catalogs and automated systems.

REINVENTING SUPPORT SERVICES

SuUP01

SuUPro2

SUPro3

SUPo4

SuUPes

SUP06

SuPa7

SUP08

sUrQe9

AUTHORIZE THE EXECUTIVE BRANCH TO ESTABLISH A PRINTING POLICY THAT WILL ELIMINATE
THE CURRENT PRINTING MONOPOLY

Give the executive branch authority to make its own printing policy that will eliminate the mandatory printing source.
Develop a new executive branch printing policy for the 21st century.

ASSURE PUBLIC ACCESS TO FEDERAL INFORMATION

Give the executive branch agencies responsibility for distributing printed federal information to depository libraries. Require
agencies to inventory the federal information they hold, and make it accessible to the public.

IMPROVE DISTRIBUTION SYSTEMS TO REDUCE COSTLY INVENTORIES

Permit customer choice in sources of supply, Compare depot distribution costs with commercial distribution systems. Take
away the Federal Prison Industries' status as a mandatoty source of federal supplies and require it to compete commercially for
federal agencies’ business. Increase the use of electronic commerce for ordering from depot systems.

STREAMLINE AND IMPROVE CONTRACTING STRATEGIES FOR THE MULTIPLE AWARD

SCHEDULE PROGRAM

Eliminate the use of mandatory supply schedules. Make the supply schedule system easier to use by reducing the
administrative burden for acquisitions under $10,000. In addition, eliminate the announcement requirements and  ise the
maximum order limitations for the purchase of information technology items listed in supply schedules.

EXPAND AGENCY AUTHORITY AND ELIMINATE CONGRESSIONAL CONTROL OVER FEDERAL VEHICLE
FLEET MANAGEMENT

Update vehicle replacement standards. Increase emergency repair limits to $150. Eliminate the monopoly on disposing of
agency-owned vehicles.

GIVE AGENCIES AUTHORITY AND INCENTIVE FOR PERSONAL PROPERTY MANAGEMENT AND
DISPOSAL

Provide incentives to agencies to dispose of excess personal property. Automate the process and eliminate the monopoly on
personal property disposal.

SIMPLIFY TRAVEL AND INCREASE COMPETITION

Increase choices for federal travelers and automate the travel process. Pilot-test a tender system for airfares.

GIVE CUSTOMERS CHOICES AND CREATE REAL PROPERTY ENTERPRISES THAT PROMOTE SOUND
REAL PROPERTY ASSET MANAGEMENT

Give agencies greater authority to choose their sources of real property services. Create competitive enterprises within the
government to provide real property services on a fee basis, and encourage federal managers to seck the best available source.
Create an ownership enterprise for the sound management of federal real property assets. Establish a governmentwide policy
for real property asset management. Manage the Federal Buildings Fund in 2 manner comparable to the commercial sector.
SIMPLIFY PROCEDURES FOR ACQUIRING SMALL BLOCKS OF SPACE TO HOUSE

FEDERAL AGENCIES

Simplify the procedures for acquiring small amounts of leased space under 10,000 square fect.
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Recommendations
SuUP10 ESTABLISH NEW CONTRACTING PROCEDURES FOR THE CONTINUéD OCCUPANCY
OF LEASED OFFICE SPACE

Simplify the procedures for renewing leases.

SUPLt REDUCE POSTAGE COSTS THROUGH IMPROVED MAIL MANAGEMENT
Encourage postage savings through the implementation of mail management iniiatives.
Allow line managers to manage their own posta budgets.

REENGINEER THROUGH THE USE OF INFORMATION TECHNOLOGY

ol PROVIDE CLEAR, STRONG LEADERSHIP TO INTEGRATE INFORMATION TECHNOLOGY INTO THE
BUSINESS OF GOVERNMENT
Create a Government Information Technology Services working group to develop a strategic vision for the use of government
information technology and to implement NPR’s information technology recommendations,

1To2 IMPLEMENT NATIONWIDE, INTEGRATED ELECTRONIC BENEFIT, TRANSFER
Design an integrated implementation plan for the usc of clectronic benefit transfer for programs such as Food Stamps and for
direct payments to individuals without bank accounts.

1To3 DEVELOP INTEGRATED ELECTRONIC ACCESS TO GOVERNMENT
INFORMATION AND SERVICE
Use information technology initiatives to improve customer sesvice by creating a one-stop “800” calling service, integrated
one-stop scrvice “kiosks,” and a govemnmentwide electronic bulletin board system.

T4 ESTABLISH A NATIONAL LAW ENFORCEMENT/PUBLIC SAFETY NETWORK
Establish 2 national law enforcement/public safety data network for use by federal, state, and local law enforcement officials.
ITo5 PROVIDE INTERGOVERNMENTAL TAX FILING, REPORTING, AND PAYMENTS PROCESSING
Integrate government financial filings, reporting, and payments processing, and determine ways to eliminate the need for
filing routine tax returns,
IT06 ESTABLISH AN INTERNATIONAL TRADE DATA SYSTEM
Develop and implement a U.S. Government International Trade Data System in the Treasury Department.
1T07 CREATE A NATIONAL ENVIRONMENTAL DATA INDEX
Organize the implementation of 2 national environmental data index in the Commerce Department.
ITo08 PLAN, DEMONSTRATE, AND PROVIDE GOVERNMENTWIDE ELECTRONIC MAIL
Improve clectronic mail and messaging among federal agendies. v
ITo9 ESTABLISH AN INFORMATION INFRASTRUCTURE

Develop a Government Information Infrastructure to use government information resources effectively and support electronic
government applications. Consolidate and modernize government data processing centers.
IT10 DEVELOP SYSTEMS AND MECHANISMS TO ENSURE PRIVACY AND SECURITY
Establish a Privacy Protection Board. Establish uniform privacy protection practices and generally
acceptable implementation methods for these practices. Develop a digital signature standard for sensitive, unclassified data by

January 1994,

IT11 IMPROVE METHODS OF INFORMATION TECHNOLOGY ACQUISITION
(see PROC 08, PROC09, PROC14, SUP04, and FM0G)

IT12 PROVIDE INCENTIVES FOR INNOVATION

Retain a portion of agency information technology savings to reinvest in information technology. Promote performance-based
contracting for information technology. Establish a governmentwide venture capital fund for innovative information
technology projects

ITI3 PROVIDE TRAINING AND TECHNICAL ASSISTANCE IN INFORMATION TECHNOLOGY TO FEDERAL
EMPLOYEES

Establish a program to train non-technical senior executives and political appointces in information technology. Require
managers of information resources to meet certification standards. Promote collegial assistance in using information
technology. Include training vosts as part of all information technology purchases.

RETHINKING PROGRAM DESIGN

DESO01 ACTIVATE PROGRAM DESIGN AS A FORMAL DISCIPLINE

The President’s ement Council should commission the development of 2 handbook to help federal managers
understand the strengths and weaknesses of various forms of program design.

DES02 ESTABLISH PILOT PROGRAM DESIGN CAPABILITIES IN ONE OR TWO AGENCIES
Test the usefulness of the program design handbook and the valuc of program design as a useful discipline.
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DES03 ENCOURAGE THE STRENGTHENING OF PROGRAM DESIGN IN THE LEGISLATIVE BRANCH
The President’s Management Council should work with congressional support agencies to help them
strengthen their program design capacities.

DES04 COMMISSION PROGRAM DESIGN COURSES
Develop training courses for managers and policymakers on various program design approaches.

STRENGTHENING THE PARTNERSHIP IN INTERGOVERNMENTAL SERVICE DELIVERY

FSLO1 IMPROVE THE DELIVERY OF FEDERAL DOMESTIC GRANT PROGRAMS
Create flexibility and encourage innovation by designing 2 bottom-up solution to the problem of grant proliferation and its
accompanying red tape. Also, support the pending proposal for Federal-Suate Flexibility Grants thar has been developed by the
National Governors Association and the National Conference of State Legislatures. Establish a Cabinet-level Enterprise Board
to oversee NEW initiatives in community improvement.

FSLO2 REDUCE RED TAPE THROUGH REGULATORY AND MANDATE RELIEF
Issue an Executive Order addressing the problems of unfunded federal mandates and regulatory relief and authorize Cabinet
Secreraries and agency heads to obtain selective relief from regulations or mandates in programs they oversce.

ESLO3 SIMPLIFY REIMBURSEMENT PROCEDURES FOR ADMINISTRATIVE COSTS OF

. FEDERAL GRANT DISBURSEMENT

Modify OMB Circular A-87, “Cost Principles for State and Local Governments,” to provide a fixed fee-for-service option in
licu of costly reimbursement procedures covering actual administrative costs of grant disbursement.

FSLO4 ELIMINATE NEEDLESS PAPERWORK BY SIMPLIFYING THE COMPLIANCE
CERTIFICATION PROCESS
Simplify OMB's requirements to ptepare multiple grant compliance certifications by allowing state and local governments to
submit a single certification to a single point of contact in the federal government.

FSLOS SIMPLIFY ADMINISTRATION BY MODIFYING THE COMMON GRANT RULES
ON SMALL PURCHASES
Modify OMB Circular A-102, “Grants and Cooperative Agreements to State and Local Governments”, to increase the doliar
threshold for small purchases by local governments from $25,000 o $100,000 (see also PROCO4).

FSLO6 STRENGTHEN THE INTERGOVERNMENTAL PARTNERSHIP
Reinvent the Advisory Commission on [ntergovernmental Affairs (ACIR) and charge it with the responsibility for continuous
improvement in federal, state and local partnership and intergovernmental service delivery. Direct the AICR to identify
opportunities to improve intergovernmental service delivery and develop a set of benchmarks.

REINVENTING ENVIRONMENTAL MANAGEMENT

ENVO1 IMPROVE FEDERAL DECISIONMAKING THROUGH ENVIRONMENTAL COST ACCOUNTING
Develop demonstration projects to test the applicability of environmental cost accounting. Based on project results, develop
guidelines to implement environmental cost accounting throughout the Frderal Government. Issue an Executive Order to
encourage the use of environmental cost accounting by federal agencies,

ENV02 DEVELOP CROSS-AGENCY ECOSYSTEM PLANNING AND MANAGEMENT
Issue an Executive Order to encourage sustainable economic development and ensure sustainable ecosystems through a cross-
agency ecosystem management process. Begin phased-in implementation of the policy with sclected ecosystem management

demonstration projects. Conduct management and budget reviews of the ecosystem management projects as 2 part of the fiscal
year 1995 budget process.

ENV03 INCREASE ENERGY AND WATER EFFICIENCY

Issue an Executive Order to address energy cfficiency and warer conservation issues at federal facilities. Propose legislation

to allow the Defense Department to retain savings from water efficiency projects. Develop appropriate mechanisms to allow
facilities to retain rebates received from utility companies.

ENVD4 INCREASE ENVIRONMENTALLY AND ECONOMICALLY BENEFICIAL LANDSCAPING
Issue an Exccutive Order to require the use of environmentally beneficial landscaping techniques, including increased use of
native specics and reduced use of water and chemicals, at federal facilities and fcdcra]? -funded projects, where appropriate.
IMPROVING REGULATORY SYSTEMS

REGO1 CREATE AN INTERAGENCY REGULATORY COORDINATING GROUP

Create an interagency Regulatory Coordinating Group to share information and coardinate approaches to regulatory issucs.
REG02 ENCOURAGE MORE INNOVATIVE APPROACHES TO REGULATION

Usc innovative regulatory approaches and develop a Deskbook on Regulatory Design.
REGO03 ENCOURAGE CONSENSUS-BASED RULEMAKING

Encourage agencies to use negotiated rulemaking more frequently in developing new rules.
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Recommendations
REG04 ENHANCE PUBLIC AWARENESS AND PARTICIPATION
Use information technology and other techniques to increase opportunities for early, frequent and interactive public
participation during the rulemaking process and to increase program evaluation efforts.
REGO5 STREAMLINE AGENCY RULEMAKING PROCEDURES
Streamline intetnal agency rulemaking procedures, use “direct final” rulemaking for noncontroversial
rules and ‘expedite treatment of nilemaking petitions.
REGO06 ENCOURAGE ALTERNATIVE DISPUTE RESOLUTION WHEN ENFORCING REGULATIONS
Increase the use of alternative means of dispute resolution.
REGO07 RANK RISKS AND ENGAGE IN “ANTICIPATORY" REGULATORY PLANNING
Rank the seriousness of eavironmencal, health or safety risks and develop anticipatory approaches
to regulatory problems.
REG08 IMPROVE REGULATORY SCIENCE
Create scicnce advisory boards for those regulatory agencies that depend heavily oa scientific information and judgments.
REG09 IMPROVE AGENCY AND CONGRESSIONAL RELATIONSHIPS
Encourage agencies to establish technical drafing services for congressional commiteees and subcommittees,
REG10 PROVIDE BETTER TRAINING AND INCENTIVES FOR REGULATORS

Establish a basic training program for Presidential zppointees assigned o regulatory agencies and expand
existing training programs to cover career staff not cutrently being trained.

GENERAL SERVICES ADMINISTRATION

GSA01

SEPARATE POLICYMAKING FROM SERVICE DELIVERY AND MAKE THE GENERAL SERVICES
ADMINISTRATION (GSA) A FULLY COMPETITIVE, REVENUE-BASED ORGANIZATION

Fund GSA scrvice delivery from customer revenues, transfer activities not related to GSA’s central mission to other agencies,
and allow agencies to choase whether to purchase GSA services.

OFFICE OF PERSONNEL MANAGEMENT

OPMo1

OPMO02

OPMO03

STRENGTHEN THE OFFICE OF PERSONNEL MANAGEMENT'S (OPM) LEADERSHIP ROLE IN
TRANSFORMING FEDERAL HUMAN RESOURCE MANAGEMENT SYSTEMS

Clearly define OPM’s policy, service and leadership role in addressing human resource problems and

delegate operational work to the agencies.

REDEFINE AND RESTRUCTURE OPM’S FUNCTIONAL RESPONSIBILITIES TO FOSTER

A CUSTOMER ORIENTATION

Restructure and sightsize OPM to enhance and reflect its commitment to addressing its customers’ needs.
CHANGE THE CULTURE OF OPM TO EMPOWER ITS STAFF AND INCREASE

ITS CUSTOMER ORIENTATION

Use interagency groups to involve OPM'’s external stakeholders in changing federal human resource systems. Improve OPM's
policy-making process through experimental use of negotiated rulemaking (“reg-neg”) and broaden the customer focus of
OPM and agency personnel specialists.
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* Superintendent of Documents Order Form Charge your order, r* S
7186 P s easyl MasterCord N7

To fax your orders (202) 512-2250

L3 YES, please send me copies of National Performance Review Overview, S/N 040-000.00592.7,
at $14 ($17.50 foreign) each.

The total cost of my order is § . Price includes regular domestic postage and handling and is subject to change.
Please choose method of payment:

T ep—p— (Plomse type or prind [(J check payab.le to the Superintendent of Documents
[] GPO Deposit Account [T T TTTT] -

(Additional address/attention linc) (] VISA or MasterCard Account

R r— U I I T T T T T T I I T T I IITTIT]
Dj:D (Credit card expiration date) Thank you for

(City, State, Zip code) Your order!

(Daytime phone including area codc) (Authorizing signaturc) 0s3

T p— Mailto: Superintendent of Documents

PO. Box 371954, Pittsburgh, PA 15250-7954
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Order Processing Code:

+*7186 Superintendent of Documents Order Form Charge your order.

it's easyl!
D YES, please send me

To fax your orders (202) 512-2250
copies of National Performance Review Overview, S/N 040-000-00592-7,
at $14 ($17.50 foreign) each.
The total cost of my order is $

. Price includes regular domestic postage and handling and is subject to change.

Please choose method of payment:
(Company or m—p— e p—_— D Check payable to the Superintendent of Documents
mpan or pn
peay ST e Peore [] GPODeposit Account [ T 1 1 1 [ 11-[]
(Additional address/attention line) [] VISA or MasterCard Account
S I T TIIT] IJTIWHL”,I"JOE;
D]:]:] (Credit card expiration date)
(City, State, Zip code) your order!
(Daytime phoue induding area codc) (Authorizing signature) 1043
T — Mailto: Superintendent of Documents

P.O. Box 371954, Pittsburgh, PA 15250-7954
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