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The Department of Defense (DOD) has any areas where
waste occurs. A review of military, military assistance, and
defense-related activities and weapon systems revealed areas
that need improvement. Firdings/Conclusicns: Appropriaticns
requircd for the orid-Wide Military Command and Control System
may be reduced if the DOD exercises more effective management.
There is unnecessary use of transmittal of messages. The Federal
warning systems are proliferating ineffectively. The automated
payroll s;ters need to be standardized and a contributory
retirement system might be adopted. Too many facilities are
being constructed to support reserve forces and facilities
management is inefficient, including the management of repair
facilities. Millions could be saved annually and productivity
increased if military support functions in the Pacific ere
consolidateC. Continued support to allies from stocks procured
or held for support of .S. forces will cause varying degrees of
degradation :.n the readiness of the forces. Contingency planning
for euergenc logistics support to allies ard the logistics
manageaent structure needs improvement. Management of personnel
and material deployment needs improvement. esting programs and
reserve training should be revised to avoid duplication and
wasted time. The indochinese refugee program uas generally
successful. The review of the automatic data processing
detense-related activities pinpointed areas of inefficient
management and recommended standards to guide the programs.
Better management is needed in government labs, in controlling
costs f NATO troops, n overseas military baLking programs, and
in radio spectrum. (SS)
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COMPTROLLER GENERAL OF THE UNITED STATIE
WASHINGTON. D.C.

B-106190

Chairman, Senate Committee on Appropriations
Chairman, House Committee on Appropriations

This annual report summarizes GAO conclusions and
recommendations resulting from our audits and other
review work in the Department of Defense which we believe
will be of interest to your Committees in their review
of budget requests for fiscal year 1978. Our reports
have previously brought these matters to the attention
of the Congress and departmental officials. We have
not included suggested questions to be asked in appro-
priations hearings; however, we will suggest specific
questions on the items summarized if you esire.

A report of conclusions and recommendations con-
cerning the Federal civil departments and agencies is
being submitted separately.

We are sending copies of this report to the Depart-
ment of Defense and the military departments, so they
may be in a position to answer any inquiries made on
these issues during the appropriations hearings.

Comptroller General
of the United States
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CHAPTER 1

NATIONAL DEFENSE

PART ONE: DEPARTMENT OF DEFENSE--MILITARY

COMMAND AND CONTROL

World-Wide Military Command
and Control System (WWMCCS)

Department of Defense

The mission of WWMCCS, as outlined in Department of
Defense Directive 5100.30, is to provide information to the
National Command Authorities and Commanders of Unified and
Specified Commands so that appropriate and timely decisions
may be made. The system, therefore, must collect, process,
and disseminate a large volume of diverse information that
is required to help commanders at all levels make the re-
quired decisions in a timely manner. This information is
a resource and must be adequately managed and protected from
unauthorized use.

GAO reported that the system's management should address
the need for improving (1) computer security and (2) the
effectiveness and efficiency of internetting between comput-
ers in its automatic data processing (ADPI operations. GAO
also reported tt the machine dependency of part of the
system may limit competitive acquisitions of future ADP
equipment.

GAO suggested that the system's management evaluate the
cost, schedule, and technical parameters of feasible alter-
natives to assure that user requirements will be met in the
most economical manner (LCD-75-116, July 21, 1975). Defense
indicated that it would conduct evaluations.

Appropriations

Research and Development (Army, Navy, Air Force)
Procurement (Army, Navy, Air Force)
Operation and Maintenance (Army, avy, Air Force)

Issue for consideration by
the Committees on Appropriations

Appropriations required for WWMCCS may be reduced if
the Department of Defense exercises more effective manage-
ment.
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COMMUNICATIONS

Review of the Need for Electronic Tranrsission
of Narrative Messages and the Reprouction of Message
Copies at Military Commu..ications Centers

Department of Defense

The Department of Defense Automatic Digital Network
(AUTODIN) is a computer-controlled communications system
with about 900 communications centers. These centers proc-
ess three basic types of messages--data card, magnetic tape,
and narrative. Most messages are sent and received by data
card or magnetic tape and require little processing. How-
ever, narrative messages require extensive manual processing,
such as retyping, proofreading, and inserting into the
AUTODIN terminal for transmission.

GAO reported that some narrative messages could have
been mailed instead of being electronically transmitted.
For example, at six telecommunication centers about 19 per-
cent of the outgoing narrative messages could have been
mailed (saving about $149,000 annually). GAO estimated that
reductions ranging from 5 percent to 40 percent in the num-
ber of narrative messages electronically transmitted by 835
military telecommunications centers could result in annual
personnel savings of $1.8 to $15.7 million.

GAO also reported that naval communication centers were
reproducing and distributing unnecessary copies of narrative
messages.

GAO recommended that the Department of Defense require
(1) message releasers to become familiar with their respon-
sibilities and (2) military departments to review regula-
tions, directives, and policies for any unnecessary require-
ments to electronically transmit messages and to reproduce
and distribute c,)pies of these messages.

The Department of Defense generally agreed with our
findings and recommendations. (LCD-76-101, Oct. 10, 1975,
and LCD-76-107, Dec. 4, 1975)

Appropriations

Military Personnel (Army, Navy, Air Force)

GAO note: The "dots" () throughout this report are
merely to help the reader locate new subsections when
there are two or more subsections within a section.
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Issue for consideration by the
Cmmi iCiees on AroprItionsi- '

The appropriations required for operating telecommuni-
cations centers could be reduced by eliminating unnecessary
electronic message transmissions.

* Need to Control Federal
Warning System Proliferation

Department of Defense and National Oceanic
and Atmospher6- Asinistrati0n

GAO's report to the Congress discussed interagency
efforts to coordinate development and operation of Federal
warning dissemination systems which alert the public of
natural disasters and enemy attacks. Howevor, much remains
to be done to prevent proliferation and achieve an integra-
ted national program.

Five Federal warning systems are being developed,
expanded, or operated. Three of these syatems--a satellite
warning system, a high-speed nuclear attacL radio warning
system, and a teletype system--do not appear to be operation-
ally or economically justified. If unchecked, $140 million
vmy be spent by 1980 to develop and operate these three
systems.

A linkup of the Defense Department's National Warning
System with the Weather Radio Warning System--already selec-
ted as the Federal home warning system--appears adequate.
Several Federal agencies will need to define and consolidate
all national warning requirements and determine which of
several alternative systems should be deployed to meet the
requirements in the most operationally useful and cost-
effective manner. (LCD-76-105, Apr. 9, 1976)

Appropriations

This activity involves various appropriation categories
of the Department of Defense (Defense Civil Preparedness
Agency and Department of the Army) and the National Oceanic
and Atmospheric Administration, including research and
development, procurement, construction, operations, and
personnel.

Issue for consideration by the
miiTtees on Appropriations

The Committees may want to consider funding constraints
on the Department of Defense and civil agencies for certain
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natural disaster and attack warning systems, pending defini-
tion of the recommended integrated national program.

COMPENSATION

0 Standard Automated Payroll System
ir F-Ui--an Personne

Department of the Army

In fiscal year 1975, the U.S. Army Military District of
Washington's automated payroll system processed pay and allow-
ances of about $383 million for 24,000 employees.

GAO reported to the Congress that because of weaknesses
in the District's computerized payroll system, it could not
be relied upon to produce an accurate payroll or to protect
the Government from improper payments. The Army had taken
or planned to take actions on GAO's recommendations to
assure that the civilian payroll system included minimum
standards of internal controls.

Recognizing the need to improve civilian payroll
systems, the Department of Defense directed each military
department to develop its own standard civilian payroll sys-
tem. The Army's standard system was to be used as a model
for an eventual Department of Defense-wide standard system.
The Department estimated that savings of $40 million over
the estimated 7-year life of the new system would be possi-
ble if the system is operated on a regional basis. (FGMSD-
75-26, Oct. 9, 1975)

Appropriations

Operation and Maintenance (all Defense organizations)

Issue for consideration by the
Committees on Appropriations

The Committees may wish to determine the Department of
Defense's progress in developing and implementing one stand-
ardized civilian payroll system.

OSavings Possible by Adoption
of a Contributory Retirement
System for Military Personnel

Department of Defense

Military retirement costs are increasing sharply. In fis-
cal year 1976 the retired military population reached 1.1 million

4



members who received an estimated $6.9 billion in payments.
Partly because of this cost increase, the Department has
proposed legislative reform of the military retirement sys-
tem. The proposal, which does not include a contributory
feature, will allow Defense managers to closely control
the number of military personnel who become eligible
for retirement pay. This would eventually reduce retirement
costs. No action had been taken by the Congress on this
proposal (H.R. 7769) as of September 1976.

GAO reported to the Defense Task Force, Senate Budget
Committee, oni the issue of a contributory retirement system
for military personnel. The report identified the advan-
tages and disadvantages, cost implications, and the issues
to be resolved. GAO estimated that about $1 billion could
be saved the first year under such a system, assuming the
same benefits as te present system and no retirement fund,
if military personnel were to contribute 7 percent of their
basic pay towards retirement costs. Varying the factors and
assumptions can result in lesser savings or even increased
costs. (FPCD-76-43, Mar. 4, 1976)

Appropriations

Military Personnel (Army, Navy, Air Force, Marine Corps)

Issues to be considered __
the Commlttees on_9AppI iations

1. Significant savings are possible by adopting a
contributory retirement system for military personnel. The
Department of Defense, in conjunction with the Office of
Management and Budget, should reconsider incorporating a
contributory feature in proposed legislative reform of the
retirement system.

2. Guidance from the Congress should be provided the
Department of Defense and Office of Management and Budget on
unresolved issues pertaining to adopting a contributory re-
tirement system, such as

-- how contributions should be computed,

--whether a retirement fund should be established,

--whether pay should be increased to offset contri-
butions,

--when vesting rights should be granted, and

-- whether the military retirement system should be
integrated with social security.
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CONSTRUCTION

Construction of Facilities to
Sugo2rt t-e Reserve Forces

Department of Defense

The Congress appropriated over $727 million in fiscal
years 1972-76 as part of a 10-year program to reduce the
Reserve Forces' construction projects backlog.

GAO reported to the Congress specific instances where
the Reserve Forces started or completed, and were also
planning, unnecessary construction projects. GAO pointed
out that Reserve Forces facilities could be obtained faster
and cheaper by making greater use of existing facilities and
by constructing more joint-use facilities. GAO concluded
that the Reserve Forces' construction backlog included
unnecessary projects and that the internal Defense process
for reviewing and approving construction projects needed
strengthening.

Defense officials generally disagreed with GAO's con-
clusions and recommendations. While acknowledging that
certain weaknesses existed in their construction project
review and aproval process, they stated that no unwarranted
projects had een approved or corstruc.ted. However, GAO
specifically identified 15 comple;ted or in-process con3truct-
ion projects for which there we, e cheaper, viable alter-
natives. These projects had an stimated construction cost
of over $10 million. (LCD-75-309, June 11, 1976)

Appror iations

Military Construction (Army Reserve, Army National
Guard, ava] eserve, Marine Corps Reserve, Air Force Re-
serve, ir National Guard)

Issues for consideration by the
Committees on Appropriations

Military construction expenditures for ew Reserve
Forces facilities could be reduced, or applied more effect-
ively, if the Reserve Forces made greater ue of existing
vecant or underutilized facilities and constructed joint-use
£acilities where appropriate.
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FACILITIES MANAGEMENT

Improvement Needed in Oratinq
an WMaantai _n_ Waste Water
Treatment Plants

Depart ment of Defense

Duringi fiscal years 1968 through 1976, the Congress
appropriated about $263 million to Defense for improvements
to waste water treatment plants and connections to public
sewage systems. Budget estimates for construction in fiscal
years 1977 and 1978 are $56 million and $79 mllion, respect-
ively. OpEration and maintenance costs for fiscal year 1975
were $44 mllion.

GAO r ported that many Defense waste water treatment
facilities/did not meet required water quality standards and
that the Department had not taken measures to insure com-
pliance by July 1, 1977.

Because the effectiveness ,)f the Defense waste water
treatment program was seriously impaired by problems of
design, operation, and maintenance of facilities, GAO recom-
mended that the Secretary of Defense direct the Secretaries
of the Army, Navy, and Air Force to establish the necessary
controls for insuring that waste treatment facilities comply
with effluent limitations and water quality standards.

Defense should have the military services:

--Determine the capabilities of all treatment plants
and the improvements needed to meet effluent limit-
atinns and water quality standards.

--Price out, budget for, and program improvements in
laboratory equipmer , staff, and training that would
bring plants into comrpliance with applicable water
quality standards.

--Monitor the progress of improvements by using inter-
nal operating reports and evaluations made by the
Environmental Protection Agency and environmental
groups within Defense.

Defense generally agreed with GAO's recommendations and
said it would emphasize the requirements of Executive Order
11752 and the actions needed to conform with the applicable
effluent limitations and water quality standards.
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The Environmental Protection Agency concurred with
GAO's recommendations to the Secretary of Defense and said
that proper staffing and staff training, preventive maint-
enance programs, replacement of obsolete equipment, and
implementation of adequate laboratoLy testing programs
should De emphasized. (LCD-76-312, June 18, 1976)

Appropriations

Military Construction (Army, Navy, Air Force)
Operation and Maintenance (Army, Navy, Air Force)

Issue for consideration by the
CommTttees on Appropriations

Defense may need funds above the current annual level
of $60 to $80 million to meet the 1985 national goal of
eliminating the discharge of pollutants from its installa-
tions into navigable waters.
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MAINTENANCE, REPAIR, AND OVERHAUL

· Deficiencies in SH-3H Helicopter Conversion Prog ram

Department of the Navy

In classified letter reports to the House and Senate
Committees on Armed Services and Appropriations, GAO reported
that the Navy's SH-3H conversion program had several defi-
ciencies. The primary problems were:

-- The modification program was producing an over-
loaded helicopter with insufficient power and en-
durance.

-- The Navy planned to eliminate mission-essential
equipment with resulting degradation in anti-
submarine warfare performance.

--The Navy's Operational Test and Evaluation Force
found the operational suitability of the helicop-
ter to be unsatisfactory.

--Users complained of the low reliability/availability.

--The helicopter lacks an adequate communications
system for tactical information.

--The S-3A might be unable to fulfill its interim
mission requirements.

On March 8, 1976, during the Huse Appropriations
Subcommittee hearings on the Defense budget request for
fiscal year 1977, the Navy was questioned on actions taken
to correct problems mentioned in GAO's report. (PSAD-75-101,
July 1, 1975)

The Navy reported that (1) it was budgeting $29.5
million for the SS-3H conversion of 12 helicopters for fis-
cal year 1977, (2) funds were being realined to allow for rapid
development of improved avionics, (3) weight had been reduced
by removing some avionics and heavy cargo decking, (4)
endurance had been improved by introducing a fuel cell, (5)
new tactical navigation equipment had been installed, and
(6) the on-board acoustic processing had been improved.
(PSAD-75-98, -100, -101, and -102, July 1, 1975)

AEpropriation

Procurement (Navy)

9



Issues for further consideration by the
Committees on approriations

The Committees may wish to consider the:

-- Appraisal of operational unsuitability by the
Operational Test and Evaluation Force.

-- Low reliability/availability of the SH-3H.

-- Feasibility of the S-3A fulfilling the interim
role of the SH-3H.

-- Lack of adequate testing on which to baL' .urther
conversion decisions.

· Improving Depot Maintenance of
Combat and Tactica Vehicles

Department of Defense

Defense spends about $20 billion annually maintaining
its equipment. Much of the Army's maintenanc- efforts and
expenditures are spent on repair and overhaul of combat and
tactical vehicles.

GAO selected maintenance programs of the Red River Army
Depot, which is the Army's prime facility for epair and over-
haul of major end-items and components. During fiscal year
1974, the depot spent $41,519,362 on repair and overhaul of
several commodities, 75 percent of which was associated with
combat and tactical vehicles. Since the U.S. Army Tank-Auto-
motive Command is responsible for managing the worldwide in-
ventory of these items and the Major Item Data Agency is re-
sponsible for scheduling the workloads irFo the repair depots,
GAO also 'id limited reviews at these installations.

GAO found that the Major Item Data Agency assigned more
work to the depot than it could handle, thereby hindering
repair parts projection and effective use of personnel.

Also, the depot was not mana .ng its maintenance
programs effectively. GAO reported to the Secretary of De-
fense that internal maintenance operations at Red River could
be improved by:

--Accurately predicting repair parts required for
maintenance programs in order to minimize work
stoppages.
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-- Establishing tighter security and recordkeeping
on repair parts used to repair these vehicles.
Additionally, increased cost integrity for the
various maintenance programs worked should as-
sist in identifying cost overruns.

--Eliminating quality assurance work on U.S. ve-
hicles that is purely cosmetic.

--Ensuring that the depot not exceed the amount of
funds authorized for repairing or overhauling
vehicles without specific Army approval.

The Army agreed with GAO's findings and recommendations
and stated that corrective actions on workloading, repair
parts security, cost accounting, and quality assurance
would be taken by revising pertinent regulations and pro-
cedures. (LCD-75-424, Sept. 3, 1975)

Appropriation

Operation and Maintenance (Army)

Issue for consideration by the
Commttees on Appr ations

In light of the problems associated with managing in-
ventory, scheduling workload, and operating depots, more ef-
fective coordination is needed between the depots and both
the Tank-Automotive Command and the Major Item Data Agency.

Navy Aircraft Overhaul Depots
CouId - More Productive

Department cf the_Navy

The Navy operates six naval air rework facilities
nationwide at an annual cost of $693 million.

GAO reported to the Congress that there was substantial
excess industrial capacity at these facilities and that major
improvements were needed in both their production control
systems and component repair programs.

GAO recommended that to reduce the substantial excess
capacity at these facilities, the Secretary of Defense
should (1) consider operating thm more than one 40-hour
shift a week, (2) establish accurate mobilization needs,
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(3) consolidate the excess capacity, and (4) concentrate
on modernizing only those facilities with long-term value.

Defense officials generally agreed that large savings
could be realized by improving the management and operation
of these facilities. (LCD-75-432, Dec. 23, 1975)

Appropriation

Operation and Maintenance (Navy)

Issues for consideration by the
committees on Aropriations

1. Substantial productivity mprovements in maintenance
at all levels in each service can result from better state-
ments of mobilization needs.

2. Existing excess capacity should be used to improve
interservicing of similar Defense articles and/or greater
centralization of maintenance management of common weapon and
support systems.

3. Depot modernization funds may be more effectively
applied if the Department of Defeise sizes its depot complex
in line with realistic mobilization needs.

*Improvements Need in the Navy's
l~eet Modernization Program

epartment of theNavy

During fiscal years 1974-77 the Navy budgeted
about $2.2 billion to modernize fleet capabilities by
procuring and installing improved equipment. Funds to
procure the equipment came from the Other Procurement
(Navy) apprcpriation, and installation funds came from
the Operation and Maintenance (Navy) appropriation.

GAO reported to the Congress that the Navy does not
have a configuration management system to show the com-
pleted and outstanding modernization work for each ship.
As a result, it cannot readily determine how much out-
standing work and equipment is frequently purchased with-
out considering whether installation funds are available,
Consequently, when equipment becomes available it is
frequently not installed because operation and mainte-
nance funds are insufficient.

Also, the Navy was unable to determine from its onhand
inventory records which items were purchased for the
fleet modernization program. The Navy could not determine
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whether onhand equipment could be used to offset planned
future procurement or whether it shold be scheduled for
installation or for application to other programs.

knt recommended that the Secretary of the Navy insure
that ' davy:

-- Develop and submit backup data which would relate an-
nual procurement requests to planned installation
costs.

--Establish controls over the equipment inventory on
hand and relate it to equipment to be installed,
thereby forming a basis for balancing future in-
stallations with additional procurements.

The Navy concurred with GAO's recommendations and
stated that actions were being taken or planned to carry
them out. (LCD-76-406, Mar. 15, 1976)

Appropriations

Other Procurement (Navy)
Operation and Maintenance (Navy)

Issue for consideration by the
Committees on Appropriations

A credibls configuration management system is an es-
sential management tool for insurirj the effective modern-
ization of weapon sysems at the lowest possible costs.

*The Armrs Field Level Equipment
Modification Program

Department of the Army

The Army spends millions of dollars each year modifying
its many combat and tactical vehicles.

GAO reported to the Secretary of Defense that modifica-
tions to be installed by Army field maintenance personnel
were not applied in a timely manner. As a result, modifica-
tions were eventually rescinded before they were completely
applied to all rmy equipment. GAO found that the Army's
Tank-Automotive ommand had on two occasions in the last 5
years Lescinded a total of 116 modifications. GAO estimated
that the command's most recent rescission resulted in $3.5
million worth of modification kits being declared excess.

GAO recommended tat the Secretary of Defense require
the Army to
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-- get its commanders to install modifications
promptly,

--improve controls over modification material,

--develop reliable management reports so that they
can be used for effective workload scheduling,
and

-- strengthen modification approval procedures to
guard against nonessential wmdifications being
approved.

The Army generally agreed with GAO's recommendations
and said actions were underway to improve management con-
trol over the program. (LCD-76-435, May 4, 1976)

AEpropriations

Procurement (Army)
Operation and Maintenance (Army)

Issues for consideration by the
Committees on Appropriations

1. Costs for new modifications could be reduced if
approval procedures were strengthened to guard against
nonessential modifications being approved.

2. Procedures need to be developed to assure that
field maintenance personnel apply modifications in a
timely manner.

gMaintenance Program for Construction
Equipment in the Army

Department of Defense

The military services have more than 45,000 pieces of
construction equipment with an acquisition cost of over
$1 billion.

GAO reported to the Secretary of Defense that depot-
level maintenance of construction equipment in the Air
Force and Navy was done primarily at local base work centers
or by local commercial contractors. Conversely, the Army
was doing such maintenance primarily at centralized capabil-
ities at Tooele Army Depot with a limited amount of com-
mercial contracting. A comparison of costs for commercial
maintenance of selected Air Force construction equipment
with costs estimated by Tooele for similar maintenance
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showed that Tooele's costs would have exceeded the
contractors' costs by an average 36 percent, or $6,000, for
each vehicle.

The Army concurred in GAO's recommendation to deter-
mine whether continued reliance on a central depot, rather
than commercial contractors, to perform most of its depot-
level maintenance on construction equipment is cost ef-
fective. The Army Tank-Automotive Command, in coordination
with the Army Major Item Data Agency, initiated an analysis
to determine when to use internal capability and capacity or
commercial contractors. (LCD-76-446, June 3, 1976)

AEropr iation

Operation and Maintenance (Army)

Issue for consideration by the
Committees A1 pppria £6fis

Depot maintenance costs for Army construction equipment
could be reduced through greater use of commercial contrac-
tors rather Lhan having the maintenance done at a centralized
Army maintenance capability.

Assessment of the Air Force's
Planning for the Technol
Repair Center ConceEt

Department of Defense

The Technology Repair Center concept requires consolida-
ting depot maintenance workloads on the basis of similar
skills, equipment, tools, and facilities used in the repair
process. The Air Force estimated that implementing the con-
cept would cost about $26 million and would save $18 million
annually.

GAO reported to the Secretary of Defense that the Air
Force recognized the need for operational change and devel-
oped the proper mechanics for planning it. However, the
benefit-cost projections used to justify the Technology
Repair Center concept may be questionable because (1) the
depot maintenance cost accounting system could not provide
adequate data on Air Logistics Center maintenance operations,
(2) the audit trail was insufficient to verify some benefits,
and (3) the tracking mechanism used could not isolate bene-
fits and costs attributable to the Technology Repair Center
concept from other ongoing projects. Due to these limita-
tions a precise evaluation of the claimed benefits and costs
was impracticable.

15



GAO recommended that for future operational or organ-
izational changes, such as the technology Repair Center
concept, the Secretary of Defense should insure that:

-- The services' cost accounting systems can pro-
vide adequate data on depot operations for making
valid benefit-cost comparisons.

--Adequate benefit-cost audit trails are established.

-- The tracking system used can isolate benefits and
costs associated with the change from those of other
ongoing projects.

Defense officials said they concurred in GAO's recom-
mendations for corrective action and would implement them.
(LCD-76-429, July 2, 1976)

Apropriations

Operation and Maintenance (Army, Navy, Air Force)

Issues for consideration by the
Committees on Appropriations

1. As more operational and organizational changes are
proposed to improve the efficiency of DOD's maintenance base,
the credibility of cost-benefit projection must be improved.

2. Clear audit trails are needed to insure reliable
comparisons between cost-benefit projections and actual
accomplishments.

Major Cost Savings Can Be Achieved by
Increasing Productivity in Real Property
Management

Department of Defense

GAO reported that the services have some serious prob-
lems in the systems they use to measure and evaluate how
productive their labor forces are in doing real property
maintenance. These problems have caused them to fall far
short of the achievements possible with adequate work mea-
surement systems. Non-Federal organizations have reported
productivity increases of 10 to 45 percent after implement-
ing adequate systems.

Defense spends more than $2 billion annually for real
property maintenance. Therefore, a relatively small pro-
ductivity increase could save millions.
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The work performance standards for maintenance in
Defense are largely outdated. Valid performance stand-
ards are needed for rliable estimating, scheduling, and
cost controlling of this work.

GAO believed that the services needed to not only up-
date- tandards but also install, support, and use, at all
levels, a system of work measurement and evaluation.

GAO recommended that the ecretary of Defense:

--Establish controls and procedures for monitoring
the progress of the services in complying with
Defense instructions for implementing work
measurement systems.

--Insure that resources are provided to update
and maintain the work performance standards
and to effectively use work measurement systems.

--Insure '.hat sufficient training is pravieed to
operating personnel and managers on tne uses and
benefits of work measurement systems.

--Require that productivity data be summarized for
managers to use in evaluating, budgeting: and
allocating resources.

Defense generally agreed with GAO's conclusions and
recommendations. Defense officials said that, although
their present policy was adequate, appropriate action would
be taken within available resources to update standards and
to emphasize work measurement systems. (LCD-76-320, Aug.
19, 1976)

]p22opriations

Operation and Maintenance (Army, Navy, Air Force)

Issues for consideration by the
o es on Appropriatons

Although Defense officials said that appropriate
action would be taken, the services argued that inadequate
funds were available to achieve the payoffs GAO identified.
In view of this, the Congress should consider earmarking
funds for standards development, since such an investment
would yield net cost reductions in Government operations.
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ORGANIZATION

S Millions Could Be Saved Annually and Productivity
Increased f Miltary Support Functons in the
Pacific Were Consolidate

Department of Defense

The Department has established the Defense Retail
Interservice Support program to eliminate unnecessary duplica-
tior. Although GAO reported in 1972 that improvements were
needed, 3 years later this program was still not effective.

GAO found in the Pacific that (1) overseas coordinating
groups responsible for identifying and proposing orthwhile
opportunities for consolidation were, for the most part, in-
effective, (2) local commands had prevented beneficial con-
solidations of support functions through parochial objections,
and (3) the Secretary of Defense had not clearly authorized
the Pacific commander to overcome these objections.

GAO reviewed selected military support functions in the
Pacific and found that large savings and increased productiv-
ity could be realized, without impairing military missions,
through consolidating

-- the administrative aircraft support operation for
the Army at Rankin Army Airfield, Camp Zama, Japan,
and the Air Force operation at Yokota Air Base, Yokota,
Japan;

-- several of the 25 equipment calibration facilities in
Hawaii into a joint facility;

--separate calibration facilities for each service in
Okinawa;

--separate civilian personnel offices for each service
in Hawaii, Japan, and Okinawa into one joint office
in each location;

-- two Army industrial gas production plants at Makimi-
nato, Okinawa, and two Air Force gas plants at Ka-
dena Air Base, Okinawa;

--separate procurement offices for each service in
Hawaii, Japan, and Okinawa into one joint office
in each location.

--separate base housing and household furniture manage-
ment offices for all the services in Okinawa;
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-- the seven real property maintenance organizations
in Hawaii into two organizations and the four
organizations in Okinawa into one;

--three automatic digital network terminals in Hawaii--
at Schofield Barracks, Wheeler Air Force Base, and
Kunia Navy Facility; and

-- the Army general cargo port at Yokohama, Japan, and
the Navy port at Yokosuka, Japan.

Defense officials disagreed that the Pacific commander
needed directive authority and said that specific procedures
were provided to resolve any disagreements on consolidations
recommended by the commander. They said the Army was taking
the lead in drafting a proposed charge to the joint regula-
tion on interservicing that would incorporate any additional
procedures deemed appropriate.

Defense officials also advised that some of the con-
solidations proposed by GAO had een made and others were
being studied.

However, of the consolidations proposed, only the fol-
lowing have been undertaken!

-- Industrial gas plants in Okinawa were consolidated
under the Air Force.

-- Army and Air Force procurement offices in Japan and
Korea were consolidated; however, the Navy continues
to operate separately, and separate service offices
are maintained in Hawaii.

-- The Wheeler Air Force Base automatic digital network
facility waa closed and its functions taken over by
Schofield Barracks Army terminal; the Wavy terminal
continues to operate separately.

Defense advised that staffing was greatly reduced at the
Army cargo port in Yokosuka, Japan, in consonance with re-
duced workload; however, both cargo ports continue to op-
erate. (LCD-75-217, Aug. 26, 1975)

Appropriations

Operation and aintenance (Army, Navy, Air Force)
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Issue for consideration by the
Committees on A roriatons

The Committees should consider what is being done to
achieve these proposed savings during future appropriations
requests.

*Army Plans to Realine
tFie Armament Commu 7y

Department of the Army

In response to requests from several Members of Con-
ress, GAO reJiewed Army plans to establish a U.S. Army Arma-
ment Development Center and an Armament Logistics Command.
The realinement will consolidate the U.S. Army Materiel De-
velopment and Readiness Command's armament field elements
into two distinct organizations--one with the responsibility
for materiel development and the other for logistics. The
realinement, expected to be completed by 1980, is part of a
general reorganizational change to improve the Army's mate-
riel acquisition process.

The Army estimates the realirement will cost $75 mil-
lion and, after completion, its annual operating costs will
decrease by about $42 million. GAO believes the Army cost
estimate is reasonable but the estimated annual operating-
cost reductions are overstated. GAO determined that the
annual operating costs would decrease by about $31.2 million
as a result of the realinement and by about $6.3 million
because of workload reductions not related to the realine-
ment.

Army officials agreed that $6.3 million of the cost
reductions would occur because of workload reductions rather
than realinement. Although they also agreed that errors were
made in computing the cost reductions, they believe the errors
resulted in a net $1.1 million overstatement of the cost re-
ductions rather than the $4.4 million estimated by GAO.
(LCD-76-448, Aug. 3, 1976)

Appropriations

Military Construction (Army)
Operation and Maintenance (Army)
Procurement (Army)
Researrn, Development, Test, and Evaluation (Army)

Issue for consideration by the
Committees onAppropriations

Appropriations will be needed to implement the realine-
ment. The Committees should require the Army to periodically
report on its progress in implementing the realinement.

20



READINESS

0 Equipment Shortages: A Result of Emergency
Supaort of U.S. Allies

Department of Defense

For fiscal years 1972-74, the United States programmed,
largely on an accelerated, emergency basis, about $8.5 bil-
lion to support South Vietnam and Israel with military sup-
plies and equipment. GAO reported to the Congress that the
result of this support lowered U.S. readiness because equip-
ment was taken from active forces; prepositioned and depot
stocks were reduced below desired levels; and equipment in
the possession of, or earmarked for delivery to, reserve
components was diverted or withdrawn and transferred to
these countries.

GAO concluded that continued support to allies from
stocks procured or previously held for the support of U.S.
forces will cause varying degrees of degradation in the
readiness of these forces.

GAO also concluded that the Department's contingency
planning for emergency logistics support to allies and the
logistics management structure needed improvements. General-
ly, Defense officials concurred with GAO's recommendations
to improve logistics management structure and contingency
plans for emergency support of allies and to apprise the
Congress of such plans. The Department disagreed with
GAO's recommendation to establish criteria limiting the
extent of degradation to be accepted by U.S. forces in
support of allies. (LCD-75-426, Nov. 19, 1975)

Appropriations

Procurement (Army, Navy, Air Frcce)
Operation and Maintenance (!rmy, Navy, Air Force)
Foreign Assistance

Issue for consideration by the
Committees on Appropriations

Supporting allies with large shipments of military
supplies and equipment from stocks procured for the use of
U.S. forces can have and has had an adverse long-range
impact on funding and procurement programs. The Committees
may wish to closely monitor the potential impact of any
similar actions proposed in the future.
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*Flyina Hour Programs of the
Military Services: Opportunities
for ImEroved anageim- t

Department of Defense

.Ailitary flying cost about $2.7 ,llion in fiscal year
1975. Most of this flying was for developing and maintain-
ing proficiency as an element of military readiness. Ef-
fective management of this flying requires a system that can
relate planned and actual flying to :raining and readiness
needs and results.

GAO reported to the Congress that it found varying
degrees of development of a system to manage flying hours
within the military services. The Air Force system seems
to be the most developed, the Arl.y's the least developed,
and the Navy's somewhere in the middle. Accordingly,
many examples of ineffective management were found.

GAO recommended that the Secretary of Defense

--insure that the military services adopt systems
for managing flying hours that can be related to
force-readiness objectives and can be used by the
services for planning, executing, and managing
their flying hour programs;

--direct the military .i ,mmanders to improve
control procedures to insuL re effective train-
ing by balancing flying hours allocated and used and
by making greater use of cew substitutions; and

--establish system changes to preclude little-used
or unnecessary flights.

Defense officials generally agreed with the report
data and GAO's conclusions, but gave no assurance that
action would be taken to develop a better management
system. (LCD-75-451, June 18, 1976)

Aropr iations

Operation and Maintenance (Army, Navy, Air Force)

Issue for consideration by
the Committees on A ations

The military services need more effective systems for
managing their flying hour programs to assure more effi-
cient flying and to determine what is needed to be combat
reaay.
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OReaainess of First Line U.S. Combat
Armored Un- rr o e

Department of the Abmy

The Army in Europe spends $1.3 billion annually on
183,000 personnel assisting North Atlantic Treaty Organi-
zation (NATO) allies in the defense of Europe. The Army
relies heavily on tracked vehicles to provide mobility and
much of the firepower necessary for its units.

In a report to the Secretary of Defense, GAO concluded
that units were not as combat ready as reported. Units,
reported as substantially ready with minor deficiencies,
lacked personnel to fully crew all of their tracked vehicles,
and some personnel crewing the vehicles lacked combat skills.
Attempts to improve these skills have been hampered by limited
access to major training areas. Units also had problems with
the readiness of their tracked vehicles and with the avail-
ability of their ammunition.

The Army advised GAO of a number of actions it has
initiated to improve readiness and its readiness reporting
system. (LCD-76-412, June 30, 1976)

Apropriations

Military Personnel (Army)
Operation and Maintenance (Army)

Issues for consideration by tne
Commtees on_ A propriations

1. The Army has not been able to achieve and maintain
the degree of readiness necessary for front line combat-ar-
mored units because of problems concerning personnel, equip-
ment, ammunition, tactical and gunnery training, and the
Unit Readiness Reporting System.

2. Some problems, such as access to ammunition stockage
points, location of stockage points, and tactical and gunnery
training, may require additional funds to improve readiness
to acceptable levels, out most of the problems could be over-
come by improving resource management.

3. Improvements in the Unit Readiness Reporting System
woulo enable the Army to spot and correct weaknesses in mili-
tary preparedness.
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*Continuiq Problems With U.S. Military
Equipent Preosltioned in EuEro

Department of Defense

The Army store; large quantities of equipment in Europe
for use in an emergency by troops deployed from the United
States by air. The equipment is stored uinder a concept re-
ferred to as "prepositioned equipment" configured to unit
sets (i.e., unit entities). In December 1975, the value
of equipment authorized for stockage under this concept was
$778.4 million. This review of the prepositioned equipment
program was a followup of GAO's earlier report (B-146896,
Mar. , 1973) and was requested by the Chairman of the Joint
Economic Committee.

In 1976, as in 1973, GAO questioned whether the Army
could be fully effective in the missions assigned troops
with prepositioned equipment because:

-- There were important shortages of combat-essential
equipment in prepositioned stocks, many of which
would exist for several years. Also, there were
shortages of repair parts and ammunition.

-- Some vehicles in the program were deteriorated.
Further, the readiness reporting system did not
provide accurate reports of equipment status.

-- There were not enough personnel for maintaining
the equipment.

-- Shortages in stocks would require U.S. units to
bring equipment with them, thus increasing de-
ployment time. Moreover, this equipment was not
as combat ready as reported and thus would likely
need maintenance before deploying, further in-
creasing deployment time.

GAO concluded that it was now time to make major de-
cisions regarding the prepositioned equipm nt concept and
its options. Further, GAO made several recommendations
to the Secretary of Defense and the Secretary of the Army
for improving tne prepositioned equipment program over the
near term and suggested three alternatives for long-term
solutions:

-- Providing the resources to make the current program
workable and effective.

--Reducing the scope of the present program to a level
that can be supported as extended.
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-- Abandoning the prepositioned equipment concept
in Europe and developing another program which
could be effectively supported and still meet
NATO commitments. (LCD-76-441, July 12, 1976)

Appropiations

Procurement (Army)
Operation and Maintenance (Army)

Issues ior consideration by the
Coimmttees on_ApproE iations

The alternatives or options available to the Department
of Defense in solving the problems with the prepositioned
equipment program range from abandoning the concept to fully
funding it. In view of the significant potential impact on
funding, the Committees may desire to monitor the Depart-
ment's actions and plans in this area.

0 Army Contingency Planning
__r the Paif c Theater

Detrtment of the Army

In meeting its defense commitments in the Pacific, the
United States provides its Asian allies with military and
economic assistance while minimizing possible U.S. combat
involvement. Such actions are consonant with the national
policy announced by the President in July 1969 (commonly
referred to as the Nixon Doctrine) pertaining to military
support of U.S. allies.

Army plans for performing its Pacific theater role in-
clude prepositioning equipment, ammunition, and other sup-
plies (i.e., war reserves) in the area to be readily available.

According to plan, U.S. ground forces are to be held in
reserve while an allied army does the fighting. GAO reported
to the Congress that this could be difficult to put into
operation because

-- only part of the war reserve materiel needed for
U.S. Pacific allies is stored in the area;

--war reserves stored there for U.S. forces would
not alleviate an ally's shortages;

--transportation problems would affect resupply;

-- physical storage and maintenance of reserves would
be difficult; and
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-- the current plan to provide logistic support to an
ally needs to be reviEd.

If it beca..e necessary to defend the ally, the United
States would have to decide between a number of alternatives
such as:

-- Providing equipment and ammunition from U.S. depots
or diverting that which is assigned to or planned for
U.S. units. (This approach was used to support Israel
during the Middle East War of 1973. As a result, U.S.
force readiness was adversely affected.)

-- Committing U.S. ground forces. (This alternative
may not be well received by most Americans in view
of recent experic..ces in Southeast Asia.)

-- Allowing an ally to fight with available equipment and
ammunition while hoping for an early resolution to
the conflict.

None of the alternatives is particularly desirable.

GAO recommended that the Nixon Doctrine, current Army
plans to defend Pacific area allies, and the capability to
implement those plans should be reexamined by the Congress
and the executive branch to bring the doctrine, plans, and
capability into consonance with one another.

GAO also recommended that the Secretary of Defense,
during this reexamination, evaluate the usefulness of storing
war reserves at Pacific locations. Furthermore, the Secre-
tary should reconsider a proposed expenditure of $89 million
to provide additional Pacific ammunition storage facilities.

This report was issued without Department of Defense
comments because of the inordinate delay in receiving com-
ments--180 days at the time the report was issued.
(LCD-76-430 (Secret), Oct. 6, 1976)

AEpropriations

Procurement (Army)
Operation and Maintenance (Army)
Military Construction (Army)

Issue for consideration by the
Committees on Appropriations

In conjunction with reexamination by the Coigress and
the executive branch of national policy, Army plans to defend
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Pacific area allies, and Army capability to implement those
plans, the Committees mav wish to monitor the Secretary of
Defense's actions concerning the proposed expenditure of
$89 million to provide additional Pacific ammunition storage
facilities.

27



SUPPLY DISTRIBUTION

The Army Should Evaluate Cost Effectiveness
of thie irect S upfor niysiiMaeiecd
Improvements

Department of the Army

The Army's Direct Support System could provide econo-
mical and effective supply support to overseas units through
maximum containerization of shipments and by by-passing
overseas intermediate depots. To attain such support the
Army needs to preposition about 90 percent of the material
needed overseas at depots near overseas departure points.

GAO found that newly procured stocks were not always
being positioned at the appropriate depots and bulk inter-
depot transfers were not made when needed. Further, in
connection with its plan to terminate some depots' supply
distribution mission, the Army arbitrarily decidied to deplete
stocks at these depots by favoring issues from them over
issues from more opportune storage locations.

As a result, much material was shipped across country
in uneconomical small quantity shipments before being con-
solidated for overseas transport. This extended he sup-
ply pipeline (order and ship time) because of the longer
transit time from the more remote depots.

GAO recommended that new procurements be positioned in
appropriate depots near overseas departure points, based on
the latest customer demand informatin, and that bulk inter-
depot stock transfers be made when the need for stock rea-
linement was indicated. GAO recommended that, when the
Army wished to close depots, active stocks be transferred
in bulk rather than depleted through attrition.

Defense officials advised that the Army is developing,
for its inventory control points, a program change which will
direct new procurements into the appropriate distribution
depots while also considering the net assets already on
hana. They also said the Army's inventory control points
were directed to initiate positive action to bulk relocate
stocks into appropriate depots. dowever, they indicated
that the Army's practice of favoring issues from less
opportune locations would continue until attrition was com-
pleted. (LCD-76-219, Oct. 1, 1976)
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Appropriations

Operation and Maintenance (Army)
Stock Fund (Army)

Issues for consideration by the
Committees on Appropriations

The Committees should consider what the Army is doing
to correct these uneconomical practices when considering
appropriations requests for transportation funds. These
practices also require additional stock funds to finance
the extended supply pipeline.
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SUPPLY MANAGEMENT

*The F-15 Is an Example of How
WeaPon Systems Support Costs
Can Be Reduce

Department of the Air Force

Large portions of major weapon system acquisition costs
relate to procuring support equipment, such as testers.

GAO reported to the Congress that by exercising better
control over factors affecting support equipment require-
ments, the investment in such equipment could be greatly
reduced. More specifically, support equipment requirements
for the F-15 were overstated because the Air Force's new
emergency deployment concept was not considered. The Air
Force subsequently reduced its requirement for avionics
test equipment by about $77 million.

Further savings of about $33 million would be possible
if the Air Force were to use existing avionics test equip-
ment more fully rather than provide separate test shops at
other locations scheduled to receive the F-15. In deter-
mining support equipment requirements for the F-15, the Air
Force is not fully considering assets already compatible
with the F-15.

GAO also reported that the required number of F-15
training aircraft can be reduced by 17 planes valued at
about $170 million, not considering spare parts and support
equipment needs associated with these aircraft.

GAO recommended that the Secretary of Defense improve
the process for determining support equipment requirements
for major weapon systems. Specific recommendations for
the F-15 program were to:

-- Reexamine avionics test equipment requirements and
make the necessary reductions.

--Reevaluate support equipment requirements by using
current deployment objectives.

-- Reduce training aircraft requirements by 17 aircraft
and reduce the planned acquisition accordingly.
Evaluate the factors that directly affect training
aircraft needs to determine if additional reductions
should be made.

Defense officials generally concurred in GAO's recom-
mendations to reexamine support requirements for major weapon
systems. (LCD-76-403 (Secret), Jan. 22, 1976)
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r~or iat ion

Aircraft rocurement (ir Force)

Issues for consideration by the
Committees on Arolrlations

1. Support equipment costs for the F-15 and other
weapon systems could be reduced if the controllable factors
affecting support equipment requirements were reevaluated
and adjustea.

2. l- number of F-15 aircraft planned to be pro-
cured should be rejuced by 17 to adjust for the overstate-
ment in training aircraft needed. Further reductions may
be possiole upon reevaluation of the factors directly
affecting training aircraft needs.

The DeEartment of Defense
Can Imrove Its Free-Asset'
Management

Department of Defense

The Department gives to the Congress estimates of free-
asset funds which are used in the budget process to par-
tially fund Defense programs. Over $1 billion in free
assets was generated in the Department during fiscal years
1972-75 from the sale of equipment not requiring in-kind
inventory replacement. An additional $66 million was gener-
ated, during fiscal years 174-75, from the sale of items
resulting from nonrecurring research, development, tests,
and evaluation.

Because Defense has not provided a standard definition
of free assets, the military services have developed defini-
tions which vary among the military departments and among
the Army's commodity commands. Historically, the free-
asset estimates given to the Congress have been low. If
initial estimates were closer to the actual amounts of the
free assets realized, funds initially appropriated for
Defense programs could be reduced.

GAO reported to the House Committee on Armed Services
that the Army has limited control over its free-asset gen-
erations because of

-- its lack of visibility over the generation ano use of
free assets by commodity commands because reporting
requirements are not enforced,
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-- unreported generation and use of free-asset amounts
at the command level, and

-- inaccurate command records from which free-asset
generations are calculated.

GAO recommended that the Secretary of Defense

--establish and enforce a criterion to which the serv-
ices should adhere in classifying the sales of Defense
items as free-asset sales and which specifies the
period for replacing the items sold and what con-
stitutes replacement in kind and

-- instruct the Secretary of the Army to enforce the
customer-order reporting requirements set forth in
Army Regulation 37-120. (L-D-76-414, Mar. 3, 1976)

_EEropriations

Operation and Maintenance (Army, Navy, Air Force)

Issues for consideration b the
Committees on Appropriatiorns

In light of the problems involved in estimating te
amount of free assets that accrue as well as the lack cf
adequate controls over the proceeds, the Committees may
wish to consider requiring the Department of Defense to

-- credit proceeds, from sales of inventory items which
are not to be replaced, to the Treasury as miscel-
laneous receipts and

-- credit the proceeds over and above replacement costs
to the Treasury as miscellaneous receipts for sales
of inventory items which are to be replaced.

*Defense Supply Agency Could Reduce War Reserve
uirements or Medical Items

Department of Defense

The Defense Supply Agency is responsible for ensuring
that medical supplies and equipment will be available to the
military services in event of war. This entails determining
wartime needs and making arrangements for supplying them by
establishing stock reserves and making emergency production
agreements with private firms.
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GAO found that the Agency had not given adequate
emphasis to managing wartime needs for medical supplies
and equipment. A management plan, sufficient resources to
adequately canvass industry, and adequate technical assist-
ance had not been provided to carry out the program. As a
result:

-- Medical items readily available from commercial
sources were not identified.

--Planning agreements for most medical items class-
ified as requiring emergency production by private
firms had either not been implemented or had provided
insufficient quantities to meet wartime needs.

-- Reserve stocks for medical items requiring emergency
production agreements were overstated.

-- The Agency's method of determining needs ru'lilted in
an extraordinary allowance for possible problems with
the supply system.

GAO's report to the Congress recommended that the
Defense Supply Agency develop and implement a management
plan to provide guidance and goals and a means of evaluating
the industrial preparedness planning program. GAO also
recommended that the method of determining n allowance for
possible problems with the supply system in an emergency be
changed.

In response, the Agency assigned additional personnel,
implemented a plan to improve management, and began r view-
ing alternative methods of determining wartime needs.

Subsequently, in a special report to the Senate Armed
Services and Appropriations Committees on war reserve items,
Defense said it did not contemplate any further investment

in medical war reserve stocks until the problems in GAO's
report are reduced. (LCD--76-405, Mar. 5, 1976)

Apropriation

Operation and Maintenance (Defense Supply Agency)

Issue for consideration by the
Committees on Appropri tions

Actions are needed to reduce unnecessary investments
in war reserve stocks and to help ensure that adequate
arrangements are made for supplying critical needs.
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Developing Euipment Needs for
Armv Missions Requ-res Constant
Attention

De2artment of the Army

The Army develops prototypes, or ideal models, of
combat units that rescribe unit missions, organizational
structures, and personnel and equipment requirements. From
the prototypes, the Army establishes actual combat units.
GAO reviewed the systems which develop the prototype combat
units because they translate the Army's concept and doctrine
into planned and actual combat units.

GAO's report to the Congress pointed out that studies
which precede developing prototype units could be improved
by more adequate consideration of the types of equipment neede(
for the units' missions and how and by whom the equipment
was to be used. Also, equipment requirements for prototype
units needed to be documented and regularly reviewed. GAO's
findings were supported by two special Army studies which
found that because of doctrinal weakness and lack of
documentation and review of prototype units, Army-wide re-
quirements for wheeled vehicles and radios were overstated
by about $727 million.

GAO pointed out that the Army needed to improve its
efforts to pattern actual combat units after newer, more
austere prototypes and to tailor combat units' equipment re-
quirements to their needs.

In reviewing how the Army develops equipment require-
ments for noncombat units, whose missions and workloads
rather than prototypes govern their equipment requirements,
GAO found that more equipment-use standards were needed and
existing standards should be realistic and enforced. Also,
GAO questioned the need for about $2.1 million out of $4.9
million of noncombat units' equipment.

In response to GAO's recommendations to the Secretary
of Defense, the Army agreed to change its procedures and
take other steps to improve the development process for pro-
totype combat units, assure that actual combat units conform
to frlwer prototypes, and establish and enforce use standards
for equipment in noncombat units. (LCD-75-442, May 10,
1976)

A2pro2riation

Procurement (Army)
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Issues for consideration by the
Committees on -Apropriations

The Army can more effectively use its funds by assuring
that (1) the proper equipment is placed in prototype combat
units, (2) actual combat units conform to prototypes, and (3)
good use standards are established to measure the need for
equipment in noncombat units.

*Department of Defense
Stock Funds' Declinin2
Financial sition

Department of Defense

In response to a request from the Senate Appropriations
Committee, GAO reviewed the cash requirements of Defense
stock funds. GAO's report showed that in fiscal year 1974
their cash and working capital began to deteriorate. This
deterioration was caused by rapidly rising prices, stock
fund pricing polices, delays in updating published prices,
and stock fund price freezes. Defense resolved the cash
shortage by placing a 15-percent surcharge on sales to its
customers.

Defense should have considered alternatives to the sur-
charge. GAO concluded that a direct appropriation wouldhave been better and recommended that the Department resolve
any future major cash fund shortage by seeking a direct
appropriation for the stock fund. GAO also recommended that
the Secretary of Defense improve procedures for determining
cash requirements and tailor stock fund cash balances to the
requirements of individual stock funds. (LCD-76-433, June
16, 1976)

Appropriations

Operation and Maintenance (Army, Navy, Air Force)
Stock Fund Capital (Army, Navy, Air Force)

Issues for consideration by ther ---
Commttees on Approriations

1. Future cash shortages should be satisfied by
direct appropriations to the stock funds rather than the
surcharge.

2. Defense's estimate of cash requirements was not
supported by a formal study of cash needs. Defense needs
to improve its cash forecast procedures.
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· Greater Use of Commercial Distribution
SYstems MiToa, Low-Use OP Iyte ms
?!a3 Rgu-Ee s e ELo j st 73 costso

De2artment of Defense

The Defense Supply Agency generally manages common-use,
commercial-type supply items, such as circuit breakers,
electrical lamps, and chain and wire rope. Most of the
items are low-cost, low-use items. For example, in 1975
about 624,500 of the Agency's 1.4 million items had annual
issues of less than $400 (low-value items) and another
524,500 items had not been requisitioned by military users
during the year.

GAO's review indicated that many low-use items are
available within 30 days to users from established com-
mercial supply sources.

The overemphasis on central stockage by the Agency's
supply centers limited the use of commercial distribution
systems and may have caused many commercially available
items to enter and remain in the central supply system un-
necessarily.

GAO oelieves that greater use of commercial distribution
systems can save the Agency millions of dollars in supply
management and inventory investment costs. The Agency has
various ways of providing responsive support to users through
commercial distribution systems, such as Federal Supply
Schedules, indefinite-delivery contracts, and local purchase
by user activities.

GAO's report to the Congress recommended ways to pre-
vent commercial items from entering the supply system and to
minimize the number of such items already stocked in the
system.

Defense officials told GAO that they intended to make
greater use of commercial distribution systems. They also
saia that several issues, such as overseas support and the
need for a viaDle support structure in wartime, tend to make
decision.s to stock or not stock somewhat more complex. GAO
recognizes that such issues must be considered but believes
they should not prevent a major reduction in the stockage of
commercial items. (LCD-76-422, Aug. 9, 1976)

A2roeriation

Operation and Maintenance (Defense Supply Agency)
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Issue for consideration by the
Commirees o Ap ropriations

Large savings in supply management costs and reduced
inventories can be realized by relying more on the commer-
cial distribution system for low-use supply items.
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TESTING

*Deartment of Defense Test CaEacit

Department of Defense

A total of 26 Defense ranges and test facilities com-
prise the major range and test facility base. Fiscal year
1975 funding to operate the test and evaluation part of the
major range and test facility base amounted to about $1.5
billion.

GAO reported to the Senate Committee on Appropriations
on the duplication existing among Defense test ranges and
test facilities in ordnance, propulsion, and underwater
sound equipment. GAO found the test capacity to be con-
siderably greater than the projected workload and recom-
mended that the Secretary of Defense examine test facility
workload and capacity, in ordnance and engine testing,
to determine whether it would be desirable to consolidate
the workload at fewer facilities.

GAO's report to the Senate Commit e on Appropriations
was also sent to other principal committees. (PSAD-76-75,
Mar. 1, 1976)

On May 19, 1976, the Department provided written
comments on the March 1, 1976, GAO report under the ro-
visions of the Legislative Reorganization Act of 1970.
Defense specified that, based upon the recommendations con-
tained in the GAO report, it will (1) review workload and
capacity data at the 11 designated facilities that support
ordnance testing and prepare consolidation plans, if ap-
propriate, (2) develop plans for possible consolidation of
engine propulsion testing currently conducted at the Naval
Air Propulsion Test Center and the Arnold Engineering
Development Center, and (3) conduct appropriate economic
and environmental analyses as an integral part of this plan-
ning. Defense also specified that the resulting plans will
be reviewed for potential to enhance testing capability and
effect cost savings. Implementation will follow a favorable
review, provided no excessive negative impact on the envir-
onment or on Defense testing, training, and operational
responsibilities is projected.

A2Ero2riations

Research, Development, Test, and Evaluation (Army,
Navy, Air Force)

Operation and Maintenance (Army, Navy, Air Force)
Procurement (Army, Navy, Air Force)
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Military Personnel (Army, Navy, Air Force)
ililitary Colstruction (Army, Navy, Air FOrce)

Issue for consideration by the
Commttees on pop Etons

In tne July 22, 1976, Senate Committee on Appropriations
report covering the 1977 DOD Appropriations Bill, it was re-
ported that Defense agreed with the GAO report and listed
the actions outlined above. GAO will continue to monitor
and report to the Appropriations Committees on Defense's
progress in eliminating duplication among test ranges and test
facilities.

*opportunities for the avy to
Reduce Its Requirements for
Avionics Test in_ tatlons

Department of the Nav

The avy has introduced the complex Versatile Avionics
Shop est system into the fleet to test a large portion of
the three latest fleet aircraft. Current plans stipulate
that the test system will also be used to support avionics
of the F-18 weapon system now being developed.

GAO reviewed implementation of the test system and re-
commended that the Secretary of Defense (1) reevaluate re-
quirements for additional system stations based n current
forecasts of system performance rather than on historical
worKload, (2) reduce the number of expensive system stations
used for training purposes, ano (3) determine the fea-
sitility of consolidating avionics shops using the expensive
test system at geographically-close shore installations.
(LCD-76-440, June 14, 1976)

The Navy agreed with GAO's findings and stated that re-
levant operational inputs and forecasts of system performance
improvements would be used to determine and reevaluate the
requirements for additional system stations in support of
existing and future aircraft. Regarding the reduction of
system stations used for training, the Navy agreed with the
intent of the recommendation but only promised to discuss the
item during a later training conference. The Navy concurred
witi GAO's recommendation to determine the feasibility of
consolidating Versatile Avionics Shop Test system shops at
shore installations, stating that it would review this subject
in the future as there are no undeLutilized system stations
at shore installations.
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A riaton

Aircraft Procurement (Navy)

Issues for consideration y the
Comnittees on Apro rlatlons

The number of the expensive test stations ($3.5 million
per copy) needed could be reduced if (1) requirements were
based on reasonable operating expectations. (2) the number
)f training stations was minimized, and (3) geographically-
close avionics test shops were consolidated.
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TRAINIiNG

* Need to ImProve the
EFFTclenc yo Reserve raining

oe2artments of Defense and Transportation

GAO reported to the Congress on the need to improve
military reserve training. The services require 99 percent
of their reservists to attend forty-eight 4-hour drill
sessions ana to spend 2 weeks on active duty each year,
although neeae readiness and skill difficulty vary widely
among units and members. Over 2.7 billion was authorized by
the Congress for this training during fiscal year 1974.

On the average, reservists spend 50 percent of their
drill time and 61 percent of theiL active duty time trailing
in their official military jobs. Remaining time is devoted
to other jobs or general military activities or spent idle.
Idleness is a major cause of job dissatisfaction among re-
servists.

GAO estimated that, in fiscal year 1974, reservists'
time devoted to other than official jobs or spent idle
totaled 15 million mandays and cost $1.2 billion. About
6.5 million mandays and nearly $475 million were applicable
to ile time.

GAO informed the Congress that some reservists could
maintain proficiency under a reduced training schedule and
recommended that the Congress amend laws to permit varying
the training of the Army and Air National Guard according to
kinds anu degrees of training.

GAO also made specific recommendations to the Secre-
taries of Defense and Transportation (the latter regarding
the Coast uard Reserve) and to the military services on
improving reserve training. The Departments of Defense and
Transportation generally agreed with the recommendations and
informed GAO that several actions had been or would be taken
to implement them. In September 1975, GAO officials test-
itieu on the matter discussed in the report before the House
Arned ervices Committee. (FPCD-75-134, June 26, 1975)

_Areopriations

Military Personnel (Army, Navy, Air Force)
Reserve raining (Coast Guard: Transportation)
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Issues to be considered by
the Committees on Aproer i a fons

Eliminating required paid attendance at drills beyond
that necessary to maintain individual and unit combat read-
iness could reduce training costs significantly and improve
troop morale.
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TRANSPORTATION

Questionable Use of the Domestic Aeromedical
Evacuation System

Department of Defense

The Department provides a domestic aeromedical
evacuation system which, in fiscal year 1973, cost about
$18.5 million and moved about 43,000 patients. The domestic
system has two primary functions--patient movement and med-
ical regulating.

GAO reported to the Secretary of Defense concerning
several problems involved in using the domestic aeromedical
evacuation system, including

--transportation of patients eligible for care under
the CHAMPUS program,

-- transportation of patients when medical specialties
were available at originating military medical
facilities,

-- transportation of patients to other than the closest
appropriate military medical facility, and

-- potential for using alternative means of transpor-
tation.

GAO recomnended that the Secretary (1) ensure the pro-
motion of inter;ervice patient transfers and limit long-
distance tranisfers initiated by physician-to-physician
referrals to recessary instances and (2) initiate a de-
partmental reassessment of the system with a view toward
modifying it to coincide with the Department's recently
established program for regionalizing its health care deli-
very services.

The Department generally agreed with GAO's recommen-
dations and stated that recently revised procedures should
improve the system. Moreover, the Department began evalua-
ting the requirements and capabilities of the entire
aeromedical evacuation system--domestic and overseas--during
mobilization and contingency perations. (MWD-75-45,
Apr. 21, 1975)

A22ro2riations

Operation and Maintenance (Army, Air Force)
Military Personnel (Army, Navy, Air Force)
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Issues for consideration by the
Committees on Appropriations

1. Two Subcommittees of the House Committee on
Appropriations expressed interest during hearings held in
May 1974 concerning problems relating to the uses being
made of the aeromedical evacuation system,

2. The domestic aeromedical evacuation system is a
costly activity which has the potential for misuse but also
the potential for streamlining to coincide with the Depart-
ment's regionalization program for health care delivery.
The Committees may wish to consider these factors when fund-
ing the Department's health care activities.

*Use of Appropriated Funds to_ Pay for the
Transportation of Armed Forces Exchange Goods

Department of Defense

Each year the Department pays about $60 million of con-
gressional appropriations for transporting Armed Forces ex-
change cargo between the United States and overseas points.
The Congress is aware of, and apparently approves, the use
of appropriated funds to pay some of the transportation costs
of the military exchanges. But GAO could find nothing to in-
dicate that the Congress is aware that such funds are being
spent to procure transportation solely for exchange goods.

Statutes governing the Army and Air Force permit appro-
priated funds to be used for transportation costs of ex-
change cargo when it is carried on public transportation
not required for other purposes. Although there is no
legislative history defining "public transportation," a rea-
sonable interpretation would include those conveyances owned,
leased, or chartered by the Government where the Government
is already obligated to pay for the space whether it is used
or not.

After reviewing the matter and evaluating the various
interpretations of the pertinent statutes, GAO believed there
was considerable doubt as to the intent of the Congress with
respect to using appropriated funds to finance transportation
costs incurred solely for exchange goods.

Defense officials disagreed with GAO's interpretation
of "public transportation." Also, they believed that the
Congress was aware of and agreed with the use of appropriated
funds for exchange shipments.
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However, GAO tll believed congressional intent was
not clear. GAO therefore recommended that the Congress con-
sider whether it is appropriate for the Government to con-
tinue paying the cost of transporting exchange goods by
using space on transportation facilities not owned by the
Government or for which the Government is not otherwise
obligated to pay.

In response to the GAO report, Defense officials re-
affirmed their position.

The GAO report (B-169972, Aug. 6, 1973) was published,
in toto, in "Part 5, FY 75 Department of Defense House
Appropriation Hearings" (May 1974). Also, a synopsis of the
report was included in another GAO report, "Summaries of
Conclusions anc Recommendations on DOD Operations" (PSAD-76-
68, Jan. 26, 19;'6) which was sent to the Chairmen of the
Senate and House Appropriations Committees.

In June 1976 the Chairman of the Senate Committee on
Appropriations asked GAO to update statistics in the 1973
report. The desired information was subsequently provided.

Appropriations

Operation and Maintenance (Army, Navy, Air Force)

Issue for consideration by the
Committees on Appropriations

The Committees should consider whether appropriated
funds should continue to be sed for paying the cost of
transporting exchange goods on transportation facilities
not owned by the Government or for which the Government
is not otherwise obligated to pay.
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PART TWO: MILITARY ASSISTANCE

INDOCHINESE REFUGEE PROGRAM

Evacuation and TempraryCare Afforded
T__'0TjZF1 e - 'E1T i _ _ feI-~ocnese Refuees--operatilon New Lfe

Departments of Defense and State

During an 8-month period ending in December 1975, over

140,000 Indochinese refugees were evacuated from South

Vietnam, temporarily cared for at reception centers in the

Western Pacific and United States, and finally resettled in

the United States and other countries. An Interagency Task
Force was formed to coordinate all refugee activities. This

program was funded by a special congressional appropriatior

to the Department f State and by Agency for International
Development (AID) funds transferred by Presidential
determination.

GAO reported that although the refugee program was
generally successful, some problems did occur. Specific-
ally. problems relating to overall coordination, absence
of adequate review of reimbursement claims, and weak control
over supplies and equipment were prevalent.

The Departments of State and Defense concurred with
GAO's recommendations; however, corrective action has not

been completed. (ID-76-63, June 1, 1976)

Aro2riation

Accompanying appropriation to the Indochina igration
and Refugee Assistance Act of 1975, Department of State

Issues for consideration by the
Commttees on Appropriations

1. The Departments of State and Defense should zom-
pletely review the validity, propriety, and correctness of
claims for cost reimbursements from the special refugee
funds.

2. The Departments of State and Defense should ensure
that all remaining supply and equipment items after the tem-
porary refugee cants closed are disposed of in a manner
which allows the Federal Government to effectively use such
supply and equipment items.

3. The Navy contends that the $6.6 million i charged
for the fuel costs of Pacific Fleet vessels was proper.
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aowever, GAO oes not believe the information furnished toit fully supports this contention. Moreover, GAO feels thatthe 6.6 million was paid from refugee funds to cover fuelcosts that normally would have teen paid from the Navy's
annual appropriation.
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PART THREE: DLFENSE-RELATED ACTIVITIES

AUTOMATIC DATA PROCESSING

0 Automated Support of Depot
Ope--a ions oulc Be Imer oved

Deeartment of Defense

The Defense Supply Agency designed and developed three

automated logistical information systems to support 
its

supply management responsibilities. The Standard Automated

iateriel Management System (SAMMS) was designed to support

supply center activities, and the Mechanization of Warehous-

ing and Shipment Processing (MOWASP) was designed to support

most of the depots' information requirements. A subsystem

to OWASP, the Mechanization of Freight Packing and Shipping

Terminal (OFAST), was designed to support those depot infor-

mation requirements not supported by MOWASP. The oper-

ational status of these information systems at the depots

variea.

GAO found that some depot activities could be accom-

plisned more economically and effectively by improving 
the

information systems. For example, an estimated $1 million,

out of the $14 million in parcel post shipment costs, could

oe saved annually through greater consolidation of parcel

post shipments with freight shipments.

GAO recommended that changes be made to the information

systems so the Agency could

--ship materiel more economically;

-- insure the accurate preparation, recording, and

reporting of maieriel shipments; and

-- provide improved control over the processing of

customer requisitions.

Generally, Agency officials agreed with GAO findings

and recommendations (LCD-76-108, Feb. 20, 1976). A follow-

up review on GAO findings anc recommendations has been

scheduled to determine whether appropriate actions have 
been

taken.

Aperopriations

Operation and Maintenance (Defense Supply Agency)

ADP Procurement (Defense Supply Agency)
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Issues for consideration bthe
Committees on_ rl Eriations

Appropriations for operation and maintenance and ADP
procurement could be reduced if departments and agencies were
requireu to provide more assurance that proposed information
systems would be developed in a cost-effective and timely
manner and would provide efficient operations.

·Use of Minicomputers in the
Federal overnme nt.--Trnds,
Benefits, and Problems

Government-wide

Minicomputers, now used in Government primarily for
scientific data processing and control of machinery, are
expectea to be increasingly adopted for more general data
processing to improve productivity.

GAO's report described several cases of enhanced pro-
ouctivity through the use of minicomputers, including:

--ALomating a process previously done manually.

--Augmenting work previously done on large central
computers.

--Replacing existing equipment or services.

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

GAO recommended that the General Services Administra-
tion simplify procurement requirements that agencies must
follow to buy small quantities of low-cost minicomputers.
GSA agreed that the procurement regulations should e simpli-
fieu anu indicated that some steps would be taken to that
end. (FGaiSD-75-53, Apr. 22, 1976)

eroEr ia t ions

various agencies' appropriations for ADP equipment
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Issue for consideration by the
Committees on Appropriations

Streamlined procurement procedures could make the use
of low-cost minicomputers for agency ADP needs an attractive
and economical alternative.

Improvements Needed in Managing Automated
Decisionmaking by Computers Throughout
the Federal Government

Government-wide

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

-- Authorizations for payments totaling $26 billion.

--Bills totaling $1C billion.

-- Requisitions, shipping orders, repair schedules, and
disposal orders for material valued at $8 billion.

GAO identified two ategories of causes of incorrect
actions by automated dec.sionmaking applications: soft-
ware problems and data problems. For example:

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

--Another military agency incurred millions of dollars
in unnecessary overhaul of euipment because of soft-
ware and data problems.

GAO recommended that:

-- The Director, Office of Management and Budget, require
that (1) each agency determine whether any of its com-
puter operations involve automated decisionmaking
applications, (2) the agencies review each operation
to determine whether or not incorrect actions are
being taken as a result of these applications, (3)
agencies take proper steps to insure correct decisions
before initiating new automated decisionmaking appli-
cations, and (4) agencies report on the actions taken
and establish an appropriate mechanism for monitoring.
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-- The Secretary of Commerce direct the National Bureau
of Standards to issue technical guidelines for develop-
ing, using, evaluating, documenting, modifying, and
monitoring these applications in the Federal Govern-
ment.

-- The Civil Service Commission add training courses in
automated decisionmaking applications to its curri-
culum.

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

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

Arrori ations

National Bureau of Standards appropriations
Appropriations for ADP systems (various agencies)

Issues for consideration bythe
Committees on AErlatlFons

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

2. The Committees may wish to appropriate funds for
developing the recommended technical guidelines by the Na-
tional Bureau of Standards.

Computer-Related Crimes in
Federa -roam s

Government-wide

Computer systems have added a new dimension for potential
crime. Information on computer-related crimes in Government
is difficult to gather, because investigative agencies do
not classify crimes as computer related. But GAO did learn
of b9 instances of improper use of computers in Federal pro-
grams which caused losses of over $2 million.

Most of the cases GAO examined did not involve tech-
nically sophisticated attempts to defraud with computer
technology. Instead, they were uncomplicated acts which
were made easier through inadequate management controls.
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GAO recommended that the heads of Federal agencies
emphasize management controls in their computer systems, in-
cluding:

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

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

Appropriations

Appropriations for automated systems (various agencies)

Issues for consideration by the
Committees on Appropriations

In approving plans for new systems, the Committees should
be certain hat the systems are adequately controlled to pro-
tect public funds.

*Managers Need to Provide Better
Protection for Federal Automatic
Data Processing Facilities

Government-wide

Many of the Federal Government s 9,000 computers are
inadequately protected against sabotage, vandalism, terror-
ism, or natural disasters. GAO fund the cause to be poor
security measures and/or recovery procedures for continuity
of operations at a number of Federal computer installations.
These problems made the installations susceptible to cat-
astrophic losses caused by bombing, fires, floods, frauds,
thefts, embezzlements, and human errors.

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

Appropriations

Appropriations for ADP installations (various agencies)

Issues for consideration by the
Committees on Appropriations

The Committees should uestion large Federal users of
ADP systems regarding:
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-- Who is responsible for their computer security.

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

eWays to Im2rove Management of Federall~
Fune C om2ute rlzeMooeTs

Government-wide

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

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

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

These problems had certain adverse effects, such as cost
overruns of about $1.1 million for some models, unsatis-
factory models costing about $1.6 million, and development
of some models taking 4 years more than planned.

GAO recommended that the Department of Commerce formu-
late standards and that the General Services Administration
develop and provide guidance for improving Federal agencies'
management of computerized models.

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

Research, Development, Test, and Evaluation (Army, Navy,
Air Force)

Operation and Maintenance (Army, Navy, Air Force)
Operating funds of the Department of Commerce (National

Bureau of Standards) and of GSA for Science and Techni-
cal Research and Automated Data and Telecommunications

Issue for consideration by the
Committees on _AproEriations

The military departments could save money in future com-
puterized model developments if the Department of Commerce
and GSA implement the GAO recommendations.
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GOVERNMENT LABORATORIES

More Improvements Needed in Equipment
Man ement Practices in Government
Laboratories

Deartment of Defense

GAO reported to the Congress tha:', although Federal
property management regulations issued by the General Ser-
vices Administration require Defense and civil agencies to
make walk-throughs (periodic inspection tours) at labora-
tories to identify idle and unneeded research equipment and
to establish laboratory equipment pools where appropriate,
these techniques were not being used either effectively or at
all to improve equipment utilization. Also, GSA had no
procedures for verifying agencies' compliance with the walk-
through and equipment pool requirements.

GAO recommended that the Administrator of GSA issue
guidance which should require that each agency:

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

-- Establish laboratory equipment pools or give the head
of the agency written reasons why such pools are not
needed.

-- Prepare an annual report for t,.o agency head on the
use and effectiveness of eci.ibi ,.t pools.

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

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

The Administrator agreed to amend the Federal property
management regulations to require action by agencies on
walk-throughs and equipment pools. (PSAD-76-37, Dec. 3,
1975)
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AE22Eriations

Operation and Maintenance (Army, Navy, Air Force)
Research, Development Test, and Evaluation (Army, Navy,

Air Force)

Issue for consideration by the
Commttees o f the GAO prations

The success of the GAO recommendations depends on the
agencies responsible for implementing GSA's policy
guidance. Therefore, the Committee., in reviewing future
appropriation requests for additional laboratory equipment,
may wish to inquire about actions the Department of Defense
is taking to achieve effective use of equipment.
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iORITi ATLANTIC TREATY ORGANIZATION

Additional Costs of Stationin_ U.S.
Forces nEurope

Department of Defense

The Jackson-Nunn amendment to the 1974 Defense Appro-
priation Authorization Act (Public Law 93-155) required the
President to, among other things, L iduce U.S. payments for
added budgetary expenses incurred r a result of stationing
U.S. forces in Europe.

GAO estimated that the United States may have paid as
much as $1.3 billion extra to station some of its NATO-
committed forces in Europe instead of at home during fiscal
year 1974. Defense's estimate of $440 million has largely
understated these costs, ana the allies have not increased
their contributions to help reduce them.

During informal discussions, Defense and State officials
(1) challenged the way GAO's estimate of $1.3 billion was
develcped, (2) disagreed with GAO's interpretations of the
law's intent, and (3) cited the importance of giving what they
termed other burden-sharing initiatives higher priority than
budgetary support.

GAO recommended that the Congress consider whether the
provisions of subsection (c) of the JacKson-Nunn amendment
have b en satisfied and whether there is a need for con-
tinued and more detailed progress reporting under subsec-
tion (d) of the amendment. (ID-76-32, Apr. 28, 1976)

Appropriations

Military Personnel (Army, Navy, Air Force)
Operation and Maintenance (Army, Air Force)
Procurement (Army, Navy, Air Force)
Military Construction (Army, Navy, Air Force)

Issues for consideration by the
Committees on A_E_ at ions

Since the agencies apparently plan to take no action
on GAO's analysis and conclusions, the Committees should
further consider the agencies' informal position when making
further NATO-related appropriations for Defense and military
assistance programs.
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OVERSEAS MILITARY BANKING

Overseas Military Bankin:
How It Is-Finance d Manated

Department of Defense

Treasury reimbursed commercial banks $16.7 million foroperating losses reported by their overseas military bankingfacilities during 1972-74. Reimbursement was in the form ofinterest earnings on Treasury deposits placed with the banks.Additional undetermined costs were incurred by Defense forlogistic support costs provided free to the banks.

GAO recommended that the Congress consider transferringthe responsibility for program funding and management fromTreasury to Defense and require the administering agency tosubmit an annual appropriation request to cover anticipatedexpenses.

GAO also recommended that the administering agency con-sider certain actions to minimize banking facility losses andimprove management oversight of facility operations.

Treasury and Defense officials generally agreed with theGAO recommendations (ID-76-29, Dec. 12, 1975). A jointtask force was established to assess GAO's recommendationsand reassess the entire program.

Apropriation

A shift to management and funding responsibility of theprogram from Treasury to Defense would result in increasesin the Defense Military Personnel and Operation and Mainte-nance appropriations. Treasury's general appropriationswould not be materially affected since Treasury seeks noappropriation for program costs. However, the Treasuryfunds placed on eposit with the banks--the interest onwhich finances the banking facility losses--wouid be freedfor other purposes.

Issues fr consideration b the
Com ttee-s on AEropriations

1. Transfer of responsibility for program funding fromTreasury to Defense would require an increase in Defense ap-propriations. Treasury cash freed for reinvestment would re-sult in a corresponding, but perhaps greater, rate of earningsthan presently realized from the banks.
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2. The transfer would place program costs with the
agency deriving the benefits.

3. Transfer of management responsibility would en-
tail a small increase in Defense personnel costs. Greater
audit coverage would add to these costs. Treasury person-
nel costs associated with the program would be eliminated.

4. Implementation of actions aimed at reducing banking
facility losses would mitigate the need for increased De-
fense appropriations.
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RADIO SPECTRUM MANAGEMENT

Further Oportunities to Improve
Radio Spectrum Management
n the Federal Sector

Government-wide

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

GAO reported on how Federal agencies are managing their
share of the spectrum because it is important to the Govern-
ment and the Nation that the spectrum be used effectively.
Also, the demand for frequencies is incre&sing, and there are
indications of intensive congestion in certain frequency bands.

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

The gencies involved generally agreed with GAO's findings
and conclusions. (LCD-74-122, Oct. 21, 1975)

Ae rora tions

Military Personnel (Army, Navy, Air Force)
Federal Personnel (many Federal departments and agencies)
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Issue for consideration by the
CommitteesEonp_ pr iaon

Since this problem involves the efficient and effective
management of a national resource which really is interna-
tional in character, the Committees should ascertain the ex-
tent to which Federal departments and agencies (Army, Navy, and
Air Force being three of the larger Federal users) have
addressed and are attempting to resoeve this problem.
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RENEGOTIATION BOARD

Improvements Needed in Profit
Lmitation L_islatlon

Government-wide

GAO reviewed the operations and activities of the
Renegotiation Board because of congressional interest to
eliminate excessive profits on national Defense-related
sales. The Board, an independent agency, was created under
the Renegotiation Act of 1951 to eliminate contractors'
excessive profits on Defense and space contracts and re-
lateo subcontracts.

GAO found that (1) contractors who fail to submit fil-
ings, submit inadequate filings, or submit them late are not
penalized under the Act, (2) the rationale for the new,
durable, productive equipment exemption may not be valid,
and (3) the minimum amounts of excessive profits below
which the Board makes no collections may not be appropriate.

GAO recommended that the Congress (1) amend the Act to
nold contractors responsible for furnishing all data re-
quired by the Board and have them show reasonable cause why
they did not furnish the data, (2) provide penalties for
late filing, (3) determine whether the new, durable, pro-
ductive equipment exemption is valid, (4) require the Board
to otain and analyze profit and cost data on standard com-
mercial articles and services exempt from the Act to deter-
mine whether significant amounts of excessive profits are
escaping renegotiation, and (5) consider whether it is ap-
propriate to have the minimum that has been established
below which excess profits are not recovered. GAO also
believes the Act should be extended for more than 2-year
periods and that all Government agency contracts should
De subject to the Act. B-163520, May 9, 1973)

A pr i iat ions

Salaries and Expenses (Renegotiation Board)

Issues for consideration by the
Committees on AEprpr&ttionS.

Although none of GAO's recommendations have been en-
acted, legislative responsibility for the Renegotiation Act
was transferred from the House Ways and Means Committee to the
House Committee on Banking, Currency and Housing, Subcom-
mittee on General Oversight and Renegotiation. This Subcom-
mittee has proposed legislation that would significantly
alter the Renegotiation Act and cover the bulk of the
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recommendations incl.dled in the GAO report on this subject.

Should the legislation be enacted as currently proposed, a

considerably larger appropriation for this Board may be

needed in the future.
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PART FOUR: WEAPON SYSTEMS

COST-EFFECTIVENESS STUDIES

Improvements Needed in Cost-Effectiveness
Stu T e -s-o~r MaoWeapons Systems

Department of Defense

Military departments make cost-effectiveness studies
to determine which weapon system would best serve a mission
need. These studies attempt to identify the system which
would provide the greatest value for equal costs or, ut
another way, which requires the least cost to attain a
desired level of effectiveness.

GAO examined Army studies for five major weapon sys-
tems. It found some bias in the studies which it attri-
buted to the fact that they were prepared largely on the
oasis of assumptions, data, and methodology derived by
advocates of the system within the Army.

Th-' GAO Leview showed that the need for greater ob-
jectivil was also apparent in studies made by the other
military departments. GAO recommended that the responsi-
bility for making cost-effectiveness studies be placed with
an independent organization within the Office of the Sec-
retary of Defense or with a panel of reviewers drawn from
personnel whose interests transcend those of a single mili-
tary service. (PSAD-75-54, Feb. 12, 1975)

The Department of Defense rejected this recommienda-
tion, contending that it considered procedures whereby cost-
effectiveness studies are reviewed at service headquarters,
often with Defense representatives present, sufficiently ob-
jective.

Appropations

Research and Development (Army)
Procurement (Army)

Issue for consideration by the
Commtteeson Apropr lat ons

Cost-effectiveness studies are a factor in decisions
w:..ch have a major impact on the Federal budget. Studies
by a group independent of the interested military service
would be likely to have greater objectivity than those
prepared by system advocates.
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INDIVIDUAL SYSTEM STUDIES

F-14A/Phoenix Weapon System

Department of De fense

The F-14A/Phoenix is an all-weather, carrier-based
weapon system conslsting of a fighter aircraft and an air-
borne missile designed to engage a broad array of enemy
weapons, including (1) air-to-surface missiles launched
from masses of enemy bombers and (2) enemy fighters in
escort and force projection roles.

GAO found that the average operational readiness rate
of the F-14A was 37.2 percent during 1975. This low rte
has been attributed to equipment problems and inadequate
supply support Spare parts shortages were present at the
Miramar and OceA.ns Naval Air Stations and on both cruises
in which the F-14A took part. Many F-14As have been main-
tained in operating condition by removing (cannibalizing)
parts from other aircraft. Avionics reliability as been
extremely low and for several major systems the reliability
achieved ranged from about 6 to 14 percent of the desired
objective.

GAO found that the Navy could spend about $1.7 billion
to complete development and equip the entire F-14A fleet
with a new engine, the F401(571), which improves the F-14A's
force projection mission, especially in air-to-air combat.
The improvements, however, are offset by less specific
range, decreased loiter time, and greater minimum fuel flow.

GAO recommended that the Secretary of Defense determine
the reasons for the supply shortage and, in conjunction with
the Navy, improve the situation.

GAO recommended that the Secretary of Defense thor-
oughly examine the plans for using a new engine for the air-
craft in view of (1) the high cost of developing, producing,
and retrofitting the engine into the F-14A aircraft and (2)
the benefits to be derived. (PSAD-76-149 (Secret), Aug. 3,
1976)

Arpropriations

Research, Development, Test, and Evaluation (Navy)
Aircraft Procurement (Navy)
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Issues for consideration by the
Commttees on Apropratons

The Committees may wish to consider the action, if any,

taken by the Secretary of Defense to improve the supply
situation of the F-14A weapon system.

Tne C )mmittees may also wish to consider the cost

benefits Lo be accrued from developing a new engine for the

F-14A aircraft system.

*Field rmy Air Defense

Department of Defense

Field Army air defense systems are intended to protect

high-value targets and ground combat forces from enemy air

attacks. GAO reported that current U.S. air defense capa-
bilities are relatively limited whein compared to the threat

posed by current and projected Warsaw Pact aircraft. Nu-
merous Army studies of its air defense assets and needs

have not produced any decisive actions to improve the Army's
air defense capability.

GAO concluded that the Army should establish its needs

for new air defense systems on the basis of the total mis-
sion requirements, considering the resources that could
reasonably be made available for the mission.

GAO recommended that the Army, rather than justifying
each system independently, prepare a mission-oriented budget

to include a description of the weapon systems needed and
indicate the priority for funding each requirement within
the mission area.

Copies of this report were presented to the Congress.

(PSAD-76-129, June 22, 1976)

ApproEriations

Research and Development (Army)
Procurement (Army)

Issues for consideration by the
Com-ttes on ApprEriations

The Army, rather than justifying each system independ-
ertlv, should prepare a mission-oriented budget to include a

aGscription of the weapon systems needed and indicate the

pi ority fcr funding each requirement within the mission

at ea.
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0 Should the Gama Goat Be
Improved or Replaced?

Deartment of the Army

Comments by users of che Army's Gama Goat, or M561 cargo
truck, to GAO and the Army raise questions on the mission ef-
fectiveness of this vehicle. The Army is planning a product
improvement program to increase vehicle perforn'nce. GAO
questioned whether many of the serious problems can be cor-
rected without major and costly modifications.

GAO believes that increased attention should be given
to the consequences that could result if the vehicle is
operated in combat. GAO recommended that, before the Army
undertakes the product improvement program, the vehicle
should be tested under simulated combat conditions super-
vised by an independent testing organization to determine
whether to keep or replace the vehicle.

The Army did not agree with GAO's recommendation
because it believes that sufficient data exists from extensive
testing and field usage to support retaining and improving
the vehicle. (PSAD-76-48, Dec. 9, 1975)

Approer iat ion

Other Procuremelt (Army)

Issue for consideration by the
o~i Fteesbn prop rians s

The House and Senate Appropriations Committees directed
that the Army test the Gama Goat vehicle in a realistic en-
vironment and further recommended that no funds be obligated
for product improvement kits for the vehicle until the test-
ing is completed. GAO will continue to monitor the testing
of this vehicle to insure Army compliance.

* Acquisition of a
New Main- Battt Tank

Department of Defense

Pertinent considerations in acquiring main battle
tanks are the numbers, operational capabilities, and costs
of tanks to be procured; their effective mix with other
weapons; and the benefits to be derived from standardizing
weapon systems among North Alantic Treaty Organization
members.
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GAO examined these issues in reviewing the Army's
program for acquiring the XM-1 tank and found that:

-- Army cost-effectiveness studies had not considered
whether qualitatively improving the main battle tank
or fielding less costly weapons in greater numbers
is a better solution to overcoming the Warsaw Pact's
heavy numerical superiority in tanks.

-- In recent tripartite tests involving the United States,
Great Britain, and West Germany, a German 120mi gn
showed most promise as an effective tank gun of te
future. The Army planned to equip the XM-1 with its
105mm gun and rely on improved ammunition to increase
its lethality. This decision was made, in part, to
avoid weight and cost increases. The Soviets, employing
a larger gun with a longer range on their tanks, may
have a firepower advantage over the XM-1.

--A competitive tank developed in West Germany, the
Leopard 2AV, was to be tested as a possible alter-
native to the XM-1. The Leopard, however, would not
be ready for Army testing until some months after
the decision on full-scale development of the XM-1
was due.

-- The XM-l's survivability would depend, in part, on the
Army's success in developing the Mechanized Infantry
Combat Vehicle and its mounteJ Bushmaster gun, which
are counted on to support the tank in combat.

GAO concluded that the Army was permitting the XM-1
program to proceed despite incomplete and inconclusive in-
formation concerning some of these issues.

GAO recommended that the Secretary of Defense accelerate
studies which would consider the cost effectiveness of an
alternative armored force not wholly dependent on the use of
costly heavy tanks, and inform the Congress of the results
of these comparisons and analyses at the next budget hear-
ings.

Defense maintained that it had all the information nec-
essary to decide whether to continue developing the XM-1. The
Department said its tank decisions would be based on a thorough
review of the prototype tst results and a cost-effectiveness
analysis. The Department did not believe it appropriate to
include in this analysis the potential of possibly less costly
force mixes as alternatives to a heavy tank force. It saw this
as an unrelated question requiring separate study.
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The Department also maintained that the 105mm gun was
the only logical choice for a main gun, believing that the
tripartite teits and its own testing had demonstrated that
new 105mm ammunition would meet any future threat.

The Department would continue to study one light tank
concept for possible adaptation after the XM-l's development
and would consider the 120mm gun if its assessment of the
threat changed.

In July 1976 Defense decided that the improved combat
effectiveness and future cost savings accruing from standardi-
zation and interoperability within NATO merited a elay in
full-scale development, and source selection was deferred.
It also determined that, based on a revised threat assess-
ment, the new tank would be fitted with a 120mm main gun. The
incorporation of certain components of the German tank was
also to be studied. (PSAD-76-113, June 24, 1976, and PSAD-76-
113A, July 22, 1976)

Appropriations

Research, Development, Tt, and Evaluation (Army)
Procurement (Army, Navy)

Issues for consideration by the
Committees on Appropriations

1. Whether the Department of Defense should be encour-
aged to develop light, cheaper tanks which, fielded in greater
numbers, might better offset the Warsaw Pact's numerical
tank advantage than more costly heavy tanks.

2. Whether the echanized Infantry Combat Vehicle and
Bushmaster can be produced at an acceptable cost and with
sufficient performance to support the XM-1.
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SELECTED ACQUIS.TION REPORTS

How to Imerove the Selected Acquisition
Rort ISy tem

Department of Defense

CAO has been working with congressional committees on
improving the selected acquisition reports, which are the
Key recurring summary status reports to the Congress on De-
partment of Defense weapon system acquisitions.

in report to the Secretary of Defense, GAO identified
10 areas where improvements could result in increased use-
fulness of the selected acquisition repo,Lt to the Department
of Defense and the Congress. Defense areed with some of
the recomlmendations. Copies of the report were furnished
the tne House and Senate Committees on Arined Services and Ap-
propriations. (PSAD-75-63, Mar. 27, 1975)

A.2 er riations

Research and Development (Army, Navy, Air Force)
Procurement (Army, Navy, Air Force)

Issues fr consideration by the
Committees on Aeropr lations

This report contains information on shortcomings in the
Department's selected acquisition reporting system (SAR) and
GAO's suggestions for improving it. This information should
assist congressional committees and Members of Congress in
authorizing and appropriating funds for major weapon systems.

The Department of Defense revised its selected acquisi-
tion reporting instruction DODI 7000.3 in September 1975 to
include some of GAO's recommendations. However, AO does not
agree with some of Dfens's revisions. For example, GAC's
report recommended that the Department establish precise
criteria for adding systems. The revised DODI 7000.3 states
that new SARs will be limited to those systems which have
received Defense oystems Acquisition Review Council (DSARC)
II approval or have entered full-scale development. In
GAO's opinion, the Congress needs status iformation on
na3jor acquisitions prior to DSARC II, because signific: ,c
funds are expended before this decision point and the ARC
II decision sharply curtails the options open to the Depart-
ment ana the Congress.

If the CormLcees want to insure meaningful actioin on
GAO's reconmendations, they snould pursue these matters.
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TESTING

Effectiveness of Testing Selected
Ma'or Weaon Systms

Department of Defense

GAO examined the test programs planned and ac-
complished for 10 major systems and found that:

-- In 5 cf 10 test programs, the plans either did not
call for testing all major characteristics or im-
portant tests called for were not made.

--Despite omitted tests, the military services had
planned to acquire the systems.

-- The problems that GAO noted resulted primarily from
economic constraints, lack of certain test resources,
and insufficient management surveillance.

Past experience has shown that inadequate testing can
lead to costly retrofit or redesign at a later date or to
deploying inadequate Weapons.

GAO recommended that the Secretary of Defense require
documentation of changes to test plans and increase monitor-
ing activities to insure that the military services make
all the important tests on systems.

Defense officials stated that GAO looked at test
programs when the Department was revising its procedures
and was establishing independent test organizations within
each military department.

They did not agree that increasea surveillance was
needed but did agree that certain specific a ons were
required to better control key testing. (PSAD-75-74,
Jun- 4, 1975)

Apprgpriaticns

Research, Develoiment, Test, and Evaluation (Army,
Nav', Air Force'

Procureient (Army, Navy, Air Force)

issues for consideration by ':he
Commttees on Aeroriations

As the Commission on Govern.ient ProcuLement pointed
out, having independent organizations test weapon systems
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is essential to the management process. GAO is still
studying whether an independent test organization headed
by military personnel and reporting through the military
chain of command will counterbalance the usual optimism of
program advocates.
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PART FIVE: DEPARTMENT OF DEFENSE--

PROCUREMENT AND CONTRACTS

PROCUREMENT

Alleged Overobligation in the Fiscal Year 1972
AEproplatlon -or tn-er Procurement, Army

Department of the Army

GAO reported to the Chairman, House Committee on
Appropriations, that a violation of the Anti-Deficiency Act
(31 U.S.C. 665) had occurred in the fiscal year 1972 Other
Procurement (Army) appropriation at the U.S. Army Electronics
Command, Fort Monmouth, New Jersey. As of June 30, 1974,
the overobligation was about $40.2 million. However, GAO
adued that additional review at the Electronics Command and
i:ateriel Command could chanqge the amount of this deficiency
and could disclose overobligations in other years and other
procurement appropriations.

Subsequently, in October 1975, the Army notified the
Chairman that there had been a serious breakdown in finan-
cial controls over Army procurement appropriations and
that apparent overobligations which could involve more than
$150 million had occurred.

At Chairman Mahon's request, GO began reviewing
Army procedures to determine the amoun's of the apparent
overobligations, causes of violations, and whether improve-
ments had been or are being mad? in the accounting systems
to help prevent future violations.

In April 1976, he Army reported overobligations
totaling $205 million for three procurement appropriations.
Nine other apparent violations ae being investigated by
the ALmy. G-AO's review to fulfill the Chairman's request
is still in progress. FGMSD-76-Z, Sept. 8, 1975)

E opriast ions

Procurement of Ammunitio: (Army)
Procurement of Aircraft (Army)
Procurement of Miss-les (Army)
Procurement of Peapons and Tracked Comber Vehicles

(Army)
Other Procurement (Army)
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Issues for consideration by the
Committees on Appropriations

The Committees may wish to determine the statis of
investigations of apparent violations and the actions
taken or planned to help prevent future violations.
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CONTRACTS

Independent Research and Development

Department of Defense

Costs incurred for that part of a contractor's total
research and development program not required to be per-
formed by a contract or grant are known as independent
research and development (IR&D, costs. The contractor
decides on the areas o independent technical effort to
be undertaken.

Costs of technical and administrative effort incurred
in preparing nd submitting bids and proposals on Government
and non-Government contracts are known as B&P costs.

The Department of Defense considers IR&D and B&P costs
as items of indirect cost or overhead to be allocated to
the contractor's Government and commercial business. The
magnitude of the DeFartment's share of its major contractors'
costs (more than $800 million annually in 1974 and 1975)
caused critics to propose alternative methods of obtaining
and paying for this IR&D eiort.

GAO was asked to study the Department's method and
alternative methods. GAO recommended a statement of con-
gressional policy on the purposes for which the Government
supports IR&D and B&P costs, the appropriate amour of
this financial support, and the egree of Government cor-
trol. GAO favored a Governmert-wide policy bsed on the
procedures adopte by De'nse pursuant to section 203 of
Public Law 91-441, (PSA>-73-82, June 5, V]75)

Hearings wera held on the GO report in September
1975 before the Subcommittee on Research and Development,
Senate Armed Services Committee, and the Subcommittee on
Priorities and Economy in Government, Joint Economic
Committee. Testimony was heard from GAO, Defense, National
Aeronautics and Space Administration, Energy Research and
Development Administration. Office of Management and Budget,
industry, and university representatives.

GAO subsequently advised the Subcommittee Chairmen
that, if he Congress desires more cost visibility and
control tian is provided under the present method, an
agency cculd be required to fully disclose its require-
ment in advance. The Congress could thus establish limitations
or give direction. If this would not be acceptable, he
Congres could, if it so desired, require the Goveynment to
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contract directly with contractors for the IR&D it wants.
(PSAD-76-54, Dec. 10, 1975)

Appropriations

Procurement (Army, Navy, Air Forc-'
Research, Development, Test, and va.iuation (Army,

Navy, Air Force)
Operation and Maintenance (Army, Navy, Air Force)

Issues for consideration by the
Committees on Arpriations

1. Congressionally mandated changes in the Department's
procedures could affect section 203 of Public Law 91-441
which restricts the Department's use of authorized appropria-
tions for payment of IR&D and B&P costs.

2. Any change from overhead reimbursement to direct
contracting would affect the appropriations structure of the
Department's budget submission.

3. Adoption of a uniform Government-wide policy on the
allowability of IR&D and B&P costs could alter individual
agencies' incurred costs.

Use of the MITRE Corporation

Department of Defense

GAO reviewed the epartment's use of and relationship
with the MITRE Corp., one of nine Federal Contract Research
Centers. MITRE is technical advisor to the Air Force's
Electronic Systems Division, its principal sponsor.

GAO found that

-- the Division did not determine whether other con-
tractors could have competed for the work MITRE
did, as required by regulations governing MITRE's
use;

-- MiTRE was not restricted to selected important
projects requiring its particula. capabilities,
in accordance with Division requlations, and

-- MITRE's diversification into non-Defense work has
reached the point established by the Air Force to
signal les.ening of MITRE's usefulness to the
Air Force.
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GAO also questioned whether Defense is making ample useof its in-house resources.

In a report addressed to the Chairmen, House andSenate Committees on Appropriations and Ar.c-d Services,
GAO recommended that the Secretary of Dfense:

--Insure that MITRE is not assigned work that could
be contracted for competitively or done in house.

--Insure that the Air Force justify with documentation
each roject that it determines only MITRE can meet.

-- Strengthen the review and control over MITRE's
diversification, including verification that accept-ing work from other sponsors will not affect MITRE's
ability to resrond to Defense needs.

The Air Force questioned MITRE's ability to maintainthe quality and efficiency of Air Force work because of thegrowth in MITRE's non-Defense work. The Director of DefenseResearch and Engineering recommended that MITRE consider
permanently separating its Defense work from its other workby dividing MITRE into two organizations. The office inwhich MITRE's non-Defense work would be centered would notbe considered a Federal Contract Research Center.

The recommendations of the Director of Defense Researchand Llgineering pertaining to MITRE and the other Federal
Contract Research Centers are subject to concurrence by theCongress. (PSAD-76-174, Sept. 29, 1976)

Appropriations

Research, Development, Test, and Evaluation (Air Force)

Issue for consideration by the
Committeesii-_n-apopFat ons

Details of implementing the Defense Department'sproposals realining the Federal Contract Research Centers,includini the restriction of MITRE to Defense work, willreflect on budget submissions of the military services.The Committees' approval of the new policy will affect
future appropriations requests.
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CHAPTER 2

GENER.L SCIENCE SPACE, AND TECHNOLOGY

PART ONE: MANI'ED SPACE FLIGHT

SPACE TRANSPORTATION

Status and Issues Relating to the
Space Transportation System

Department of Defense and National
Aeronautics and Space Administration

The primary objective of the Space Transportation
System is to provide a new space transportation capability
that will substantially reduce the cost of space operations
and support diverse scientific, defense, and commercial
uses.

The National Aeronautics and Space Administration (NASA)
and the Department of Defense plan to request funds from the
CongresL for fiscal year 1978 to begin the production phase
of the system. Costs for refurbishment of two development
orbiters, acquisition f three production orbiters, Defense
facilities at the western test range, the interim upper
stage, and the space tug could eventually amount to about
$4.8 billion (real-year dollars). Several billion dollars
more will be needed for actual operation of the space
transportation system during the 180s. The program has
been under development since 1971, and, through fiscal
year 1976, about $3.1 billion has been authorized and appro-
priated to NASA and $64 million to Defense Total acquisition
costs of the system are estimated by NASA to exceed $12 bil-
lion. Operating costs through 1990 are estimated in excess
of $18 billion.

GAO recommended that NASA estimate and total all costs,
including those fundud from budgets other than its research
and cevelopm-n' budget. This would result in more complete
and realistic estimates cf the cost to develop the Space
Transportationi System.i. NASA disagreed, sayin9 it presents
project funding estimates to the Congress consistent with
the budget structure in which its funding requests are
reviewed, authorized, and appropriated. (PSAD-76-73,
April 21, 1976)

Appropriations

Research and Development (NASA)
Constructioi f Facilities (NASA)
Research and Program Management (NASA)
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Issues for consideration by the
committees on Appro riatiors

Improved reporting of cost and schedule information
by NASA is needed throughout the entire project planning,
approval, and development process because it gives the
Congress a basis for deciding which projects are to he
initiated, continued, modified, or terminated.
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PART TWO: SUPPORTING SPACE ACTIVITIES

SATELLITE LAUNCHES

The United States Should Recover Full
Costs of Re-imbursable Satellite Launches

Department of Defense and National
Aeronautics and Space AdmlnstraFon

GAO's report to the Congress discussed the policies and
practices of the Department of Defense and the National
Aeronautics and Space Administration which failed to identify
and seek recovery of the full costs of reimbursable satellite
launches. Since that time, NASA has developed tentative
policy statements regarding reimbursement of its costs for
launches involving the recoverable space shuttle, to begin in
fiscal year 1980. The policy statements reiterate its appar-
ent reluctance to seek full ost recovery, as observed by GAO
on earlier reimbursable launches of communications satellites,
because of foreign policy considerations and to attract custom-
ers for the recoverable shuttle. Defense has made no statements
regarding its plans for recovery of costs incurred for such
launches. (LCD-74-107, May 6, 1975)

Appropriations

This function involves most Air Force and NASA
appropriations categorieF, including Research and Development,
Construction, Maintenance, Operation, and Personnel.

Issues for consideration by the
Commttees on AiroPrations

1. Recovery of the full costs of reimbursable launches
could reduce appropriations.

2. Reauiring the agencies involved to fully disclose
and justify discounts given to foreign entities and commercial
corporations could result in fewer and smaller discounts.
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CHAPTER 3

NATURAL RESOURCES. ENVIRONMENT, AND ENERGY

PART ONE: WATER RESOURCES AND POWER

BENEFIT-COST ANALYSES

Improvements Needed in Making
Bene__ t-Cost Anal-ses tor- e r al 1
Water Resources P roec_ t

DeEartment of the Army (Cors of Engineers)

Federal water resources projects are seldom authorized
unless their estimated benefits exceed their estimated costs.
GAO reviewed methods and procedures used by the Bureau of
Reclamation, Department of the Interior; the Corps of Engi-
neers (Civil Functions); the Soil Conservation Service,
Department of Agriculture; and the Tennessee Valley Authority
for making benefit-cost analyses for water resources develop-
nent projects for such purposes as flood control, irrigation,
power, recreation, fish and wildlife enhancement, and munici-
pal and industrial water supply.

because of the importance of the benefit-cost analysis
to decisionmaking, benefits and costs should be determined
by using uniform methods and procedures and considerirg all
pertinent beneficial and adverse effects.

Executive branch policies, standards, and procedures
for fornmuletion, evaluation, and review of individual
project plans for developing water resources were issued
in May 1962 and printed as Senate Document 97.

GAO reported that:

-- Benefits had not been computed - cc istent
manner.

-- Benefits had not been based on aniLes of condi-
tions with and without the projec ·

-- benefit comnutations hau not h, en adequately
supporteu.

-- Project costs and inuuced costs iIncompensateu
auverse effects caused by construction and
operation of a project)! ha not been fully con-
si.Jered in the benefit--cost determinations.
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Causes (E the problems in the benefit-cost
determinations included:

-- Generalized and incomplete agency guidance and
instructions.

-- Varying interpretations and inconsistent applica-
tions of Senate Document 97 criteria and agency-
implementing procedures.

--Incomplete, or no, studies a..d analyses by the
agencies of data for making determinations and
computations.

The Water Resources Council developed "Principles
and Standards for Planning Water and Related Land Re-
sources," which became effective on October 25, 1973,
superseding Senate Document 97. These principles were
intended to provide the broad policy for planning activi-
ties, and the standards were intended to provide uniformity
and consistency in comparing, measuring, and judging
beneficial and adverse effects of alternative plans.

GAO made the following recommendations to the Secretary
of the Army, for the Corps of Engineers; to the Secretaries
of Agriculture and the Interior; and to the Chairman of the
Board, Tennessee Valley Authority:

--Revise or develop, as necessary, detailed procedures
for making benefit-cost determinations and submit
them to the Water Resources Council.

--Periodically evaluate detailed procedures to recog-
nize changed objectives, needs, and conditions
and improved methods and procedures.

--Strengthen internal manauement procedures for
assessing (1) benefit-cost determinations for
conformance to the governing principles and
standards, (2) implementing detailed procedures,
and (3) the completeness and adequacy of support-
ing documentation.

AO also recommended that the Chairman, Water Resources
(-ri;cil, have the Council:

-- Review the agencies' detailed procedures for
uniformity and consistency with the principles
and standards.
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-- Periodically review the principles and standards
to recognize changed objectives, needs, and con-
ditions and inproved methods and proceduJ as.

The Council and the agencies generally agreed with the
conclusions and recommendations. The Council told GAO in
September 1975 that the involved Federal agencies were tak-
ing action to implement the recommendations. (RED-75-264,
Sept. 20, 1974)

Ae2ropriations

General Civil Construction (Corps of Engineers)
Soil Conservation Service (Department of Agriculture)
Bureau of Reclamation (Department of the Interior)
Payment to Tennessee Valley Authority Fund (Tennessee

Valiey Authority)

Issue for consideration by the
c-mFt ee s on_A22Eo r a innson Aprobiations

The aequacy of the corrective actions to be taken by
the Council and the agencies should be considered when re-
viewing appropriations requests for Federal water resources
projects.
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HART TWO: CONSERVATION AND LAND MANAGEMENT

WILDLIFE CONSERVATION

Improved Federal Efforts Needed to Consider
rriailie Conservat ion on an Eua lfass wh

Other Features of Water Resources Developments

DeEartment of the Arny-_Corps of Engineers)

GAO reported to the Chairman, Subcommittee on Fisheries
anau ildlife Conservation and the Environment, House Com-
mittee on Merchant Marine ana Fisheries, on how the Corps
of Engineers (Civil Functions), Department of Agriculture,
Department o Commerce, Department of the Interior, ana
Federal Power Commission were implementing sections 2 and 3
of the Fish and Wildlife Coordination Act. These sections
of the Act provide for wildlife conservation to be coordi-
nated with other features of ederally fundea or licensed
water resources developments and to receive eqv'al
consideration.

GAO concluded from the projects reviewed that (1) in
general, Wildlife conservation had not been given equal
consideration with other features of water resources
aevelopmenvs, (2) significant and numerous breakdowns had
occ;rLed in the coordination process between wldlife and
deve.opment agencies, (3) the roles and responsibilities
of th wilulife aercies needed to be clarifiea, and
(4) criteria needed to be established for determining the
nature and etent of wildlife itigation or enhancement
measures as ell as their justification.

GAO recommr.ended that (i) the wildlife and development
agencies, with the aid of the Office of Management and
Budget, establish procedures to insure adequate coordina-
tion in carrying out the requirements of the Act and
establish criteria to determine mitigation and enhancement
.measures and (2) wildlife agencies reach agreement on
tneir respective roles and responsibilities and obtain
neede funds and personnel.

one Feoe:al agencies invlved generally agreed with
the recommendations. On June 26, 1974, the Subcommittee
held nea-ings on the report and on various proposea amend-
Lierts to the Act. (RED-71-206, Mar. 8, 1974)
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Apropriations

General investigations and General Construction (Army:
Corps of Engineers, Civil Functions) (Corps funds are trans-
ferred to the U.S. Fish an Wildlife Service, Department
of the Interior.)

Resource Management (Interior: U.S. Fish and Wildlife
Service)

Operations, Research, and Facilities (Commerce:
National Oceanic and Atmospheric Administration,
National Marine Fisheries Service)

Issues for consideration by the
Committees on Apr r ations

wildlife agencies will need more funds and personnel
to iplement the Act's requirements. The development and
wildlife agencies should consult each ther early in the
planning stage of a water resources development proposal.
Also, the wildlife agencies should make the necessary studies
so that a detailed wildlife report is available before a
proposed development is authorized by the Congress or ap-
proved oy others.
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CHAPTER 4

COMMERCE AND TRANSPORTATION

WATER TRANSPORTATION

INLAND WATERWAYS

OFactors to be Considered in Setting Future
llc for Use -of Inl aterway

Department of the Army (Cores of Engineers)

The Federal Government has spent much money to develop
ano operate the Nation's inland waterways but has permit' i
tree ccmmercial and recreational use of them. This policy
has promoted such growth of the waterway transportation *.n-
uustry tnat facilities cannot handle raffic and environ-
mentalisLs re objecting to waterway congestion.

GAO reported to the Congress that, by imposing a
nominal waterway user charge, the Government could recover
its annual operating cost; without significantly diverting
commercial traffic from the waterways. Any diversion of
traffic, moreover, would probably reduce waterway conges-
tion, lessen environmental disruption, and create potential
energy savings and transportation efficiencies. GAO noted
that the Secretary of Transportation had recently advocated
a system of user charges and that legislation providing fcr
user cnarges had been recommended.

GAO concluded that, in considering whether to continue
to fund inland waterway facilities and impose waterway user
charges, the Congress will need to consider the impact on
waterway commerce, competing transportation modes, the
environment, and energy consumption. (REZ-76-35, Nov. 20,
1975)

Apropriations

General Expenses Arry: Corps of Engineer, Civil
Functions)

General Construction (Army: Corps of Engineers,
Civil Functions)

General Operation ana Maintenance (Arny: Corps of
Lngineers, Civil Functions)
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Issues for consideration by the
Committees on Appropriations

1. Ir.n approving budget requests for waterway
construction and operation programs, the Committees may
wish to consider the impact such funding will have on
economic, environmental, and other factors.

2. If waterway user charges ae imposed, Federal
operating costs would be reduced or eliminated, although
additional general expense funds may be required to admin-
ister this activity.

*Federal Efforts to Extend Winter
Nav oqati on the Great Lakes and
the t. Larence Saway--Status n
and Problems to Be Resolved

Eepartment of the Army (Corps of Engineers)

In 1970 the Cogress authorized t Corps of Engineers
to demonstrate the feasibility of winter navigation on the
Great Lakes-St. Lawrence Seaway system. Commerce on these
waterways traditionally was suspended for about 3-1/2 months
during the winter because of severe weather.

During the 4 years of the program, winter traffic had
been extended in some of the Great Lakes. Much of the
traffic, however, was not a direct result of the program.

GAO reported to the Congress that major problems had
to be resolved before conclusive judgments could be made
on the practicability of a permanently extended navigation
system on the Great Lakes and the St. Lawrence Seaway.
The major problems are (1) competing use of the waterways
during winter by power and navigation interests, (2) lack
of a coordinated plan of action with Canada, and (3) po-
tential environmental damage. In addition, the program's
preliminary economic analysis did not realistically portray
the potential benefits and costs of a permanently extended
navigation season program.

GAO recommended that the Secretary of the Army

--direct the Corps to reevaluate its procedures for
determining raffic claimed for the demonstration
program;
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-- require the Corps to include information in its
funding reques s and eports to the Congress on
all participating agencies' uses of their regular
appropriations for the demonstration program;

-- direct the Crps to (1) resolve the problem between
power and navigation interests, (2) work toward an
agreement with Canada, and (3) complete the overall
assessment of the expected environmental impacts;
ar.an

-- require the Corps to resolve questions on the
preliminary benefit-cost analysis.

The agencies concerned generally agreed with GAO's
conclusions and recommendations and indicated that corrective
action would be taken. (RED-76-76, Apr. 2U, 1976)

Aperopriations

General Investigations (Army: Corps of Engineers,
Civil Functions)

Issue for consideration by the
Committees on A roplatlons

Major problems need to be resolved before the
practicability of a permanently extended season can be
determined.



CHAPTER 5

GENERAL GOVERNMENT

GENERAL PROPERTY AND RECORDS MANAGEMENT

RECORDS ANAGEMENT

eoortunities for Reducijng
Offlce Covier Costs In
Mui ' cc j eaeF'eigiiiLldins

Government-wide

Agencies in multiagency Federal buildings generally
obtain office copiers independently of other building
occupants. As result, copier costs are increased and
copiers are not efficiently used. General Services Admin-
istration figures show that costs for acquiring office
copiers and relateA supplies have increased from $38 mil-
lion in 164 to $139 million in 1974.

GAO rported to the Administrator of GSA that central-
ized management of office copiers in multiagency Federal
buildings could reduce costs by ientitying copier needs
for an entire building and deterrmaining the best method of
fulfilling these needs. GAO recommended that GSA initiate
a test program for centralized management of copiers in one
or more multiagency Federal buildings and include copiers
in its program for providing common services in such
buildings.

GSA endorses Lhe idea of centrally managing office
copiers and agreed to initiate a test program. However, it
believes agencies' desire to aintain their independence
under traditional self-supporting arrangements will result
in enforcement problems requiring support from the Office
of Mlanagement and Budget, Joint Committee on Printing, and
heads of Federal agencies. (LCD-76-109, Mar. 9, 1976)

Aro2ri at ions

workiny Capital Fund (GSA: Federal upply Service)
Operation an iMaintenance (Army, Navy, Air Force)
0era~iiij expenses of various departments and agencies

Issues for consideration by the
committees on Aooropriations

ine Feueral Supply Service Working Capital Fund, which
is reimburses by agencies for printing and duplicating
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services, will be used by GSA for its test program of
centralizing copier services. Additional spending for copier
leases or purchases and related supplies and services will be
reflected in this fund. If the test results in a program for
centralized copier services, then agencies' funding requests
for copier supplies and eases or purchases of copiers should
decrease significantly.
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