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Budget Formulation: Many Approaches Work

Bu It Some Improvements Are Needed
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This report describes and compares the
budget formulation process in 10 Federal
programs in the Departments of Defense; In-
terior: and Health, Education, and Welfare.

GAQ found a wide range of budget develop-
ment “‘styles.”” No single approach appeared
most suitable for all programs. Variations in
program objectives and methods led to dif-
ferent budget formulation procedures.

GAO identified several areas where budget
formulation processes and information could
be improved. For example:

- The Congress should have Interior de -
velop an overall land acquisition plan
for Federal outdoor recreation and
wildlife refuge areas.

-OMB should make sure that agency
streamlining of zero-base budgeting
does not eliminate analysis of program
pricrities and funding alternatives.

-OMB should provide better informa-
tion in the President’s budget concern-

ing the proposed spending increases Il
and decreases that are contingent H

upon congressional action in passing
or amending basic legislation.
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Dear Mr. Chairman: )
¢ Ascavs22

This report, containing budget-related recommendations to
agencies and tae Congress, is in response to your letter of
august 4, 1978, in which you asked us to undertake a series of
case studies tracing agencies' planning, programming, and
budgeting steps. VYou suggested that a military agency and a
large and small civil agency might offer some interesting com-
parisons. Furthermore, you asked us to do work at various
agency sites,.

The 10 case study programs on which we focused were the
following:

--Department of Health, Bducation and Welfare (HEW) pro-
grams (see appendix VII):

. Qffice of Education’'s grants for the disadvantaged;

. Hdealth Care Financing Administration’s Medicare
benefit payments;

-=Department of the Interior (DOI) programs (see appen-
dix VIII):
. Bureau 0f Land Managemsnt's range, coal, fire
management, and emergency fire programs; and

. Heritage Conservation and Recreation Service's
Land and Water Conservation Fund "Federal" and
"State" programs.

~-Department of Defense (DOD) programs (see appendix IX):

. Bir Force's dgeneral purpose forces operation and
maintenance;

. Army's general purpose forces operation and
maintenance;

PAD-80-31
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This letter mainly summarizes the principal findings
and recommendations of our review, while the appendices
contain program descriptions (appendix II), comparisons (appen-
dices II1I-VI), case study material tracing the sequence of
steps in formulating the budget proposals for fiscal year 1980
(appendices VII-IX), and noncase study organizations we
visited for some special added work (appendix X). The appen-
dices also identify the field offices we visited.

In our work we noted a wide variety of budget formulation
styles. 1In some cases, budget requests were developed through
a process that involved field offices and no prior dellar
guidance from higher levels ("bottom-up”), while in other cases
the request amount was set in advance by top levels and en-
tailed little or no field office work ("top-down"). Often, the
approach followed related to the kind of program, and no one
approach appeared the best for all programs (see appendix III).

There were several areas in which we identified budget
formulation weaknesses and potential problems requiring action.
The following are the key points:

.~-Budget formulation should be part of a planning process
*that, based upon an adequate assessment of needs and
congressional actions, identifies for a multiyear
period annual program priorities and realistic budget
objectives. We found, however, that planning-budgeting
linkages were weak in the DOI cases, the cases where we
appraised these linkages (see appendix IV). We could
not, within the limits of this review, evaluate the
extensive and complex Army and Air Force planning-
programming-budgeting processes. We likewise did
not appraise planning and budgeting in the HEW cases
because their multiyear planning is being develcped.

~-Agency actions to streamline zero-base budgeting

~->(ZBB) procedures are occurring and are to be strongly

""""" encouraged. This process should allow agencies to give
greater emphasis to needed anaiysis. Our case study
work observed two key methods of streamlining: use of
percentage-~-based "minimum" levels, and use of "cores”
in ZBB rankings. Under these modifications, there
could be inadequate analysis of program priorities
and funding alternatives unless a special effort is
made to subject the affected programs to detailed
analysis every few vears. Such analysis is needed
under any budget system. The Office of Management and

|




3-137755

Budget (OM3) should have a role in s2lecting the pro-
jrams for detailed reviews (see appendix V).

--Adequate congressional control over the budget depends
~~heavily upon a full and accurate reporting of key pro-
" gram and budget amounts. OJur case study work identi-

fied ways of improving congressional understanding of,
and control over, certain budget amounts and totals.
This would involve revisaed budget reporting on the
following: the budgetary conseqguences of the executive
branch's proposed chanjes to legislation, Medicare's
accounts and alternative benefit payments levels, and
the aporopriations for tne Bureau of Land Manajement's
emergency fire program (see appendix VI).

A discussion of these mnatters follows:

IMPROVEMENTS NEEDEO IN PLANNINS-
3UQGETING LINKAGES IN TYHE D01 CASES

Systematic planning is a key to sound budget foraula-
tion. Without adeguate »lanning an3d progranm evaluation,
budget development may become a haphazard exercise that
directs funds to areas of lasser need or projrams of lesser
effectiveness. Furthermore, olanning processes need to
produce vlans that can be used in budget formulation. These
plans, when based upon an assessment of needs and conjres-
sional actions, identify for a multiyear period annual pro-
Jram priorities and realistic budget objectives.

OQur work on the DOI case study programs identified plan-
ning and budgeting weaknesses that warrant corrective action.

Improvements needed in the
Bureau of Land Management's
planning-budgeting orocess

The 3ureau of Land Management's (3LM) planning-budgeting
linkages can be improved at poth the field office and head-
quarters levels. Bureau officials at both levels are improving
the linkagjes, but possibly, their efforts will result in dif-
ferent sets of planning and budgeting categories for use by
different congressional committees. Bureau officials should
work more to develop a common set of categories to avoid
the added paperwork, expense, and confusion that would result
from divergent categories (see page 34).
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Bureau officials and outside observers have noted that
ELM's existing "multiple use plans,” which address land man-
agement needs on Bureau-administered lands, are not designed
for direct use in annual budget formulation. The plans do not
identify priorities among programs or outline annual program
and budget objectives. Budget formulation, therefore,
reflects ad hoc judgments about budget priorities, and some
confusion exists in field offices concerning national
priorities.

Officials of BLM are developing a new planning and
budgeting process aimed at overcoming this problem. This
process will entail development of a 4-year plan coinciding
with BLM's 4-year authorization period (BLM's current author-
ization expires in 1980) and will present information and
budget amounts by traditional program categories (range,
coal, etc.) and new management categories ("service, opera-
tions, and maintenance," "inventory," "planning," and
"implementation")., Bureau officials, however, have not
yvet consulted and fully briefed all interested congressional
committees, notably the appropriations committees, about
developing common planning and budgeting categories for
use in both authorizing and appropriaticons actions. It
would be desirable to avoid a process in which the authorizing
committees authorize BLM's activities and funding in terms
of the new management categories, while the appropriations
committees act upon the traditional BLM program categories.

Improvements needed in Heritage
Conservation and Recreation Service
planning and budgeting

Currently, the executive branch and the Congress use funds
af the Land and Water Conservation Fund to buy tracts for
Federal outdoor recreation and wildlife refuge purposes in
the absence of an overall plan that, based upon a comprehensive
needs assessment and congressional actions, identifies priori-
ties on the geographic areas and kinds of land (national parks,
forests, wildlife refuges, etc.) to be acquired. Therefore,
there is little or no basis for supposing that these "Federal”
program authorizing and budget actions result in the most
needed land acguisitions (see page 41).

Planning for land acquisitions is largely decentralized
and oc¢curs mainly in the four agencies that are allocated
the funds for making purchases: the Department of Agri-
culture's Forest Service, and the Interior Department’s




National Park Service, Fish and Wildlife Service, and 3ureau
of Land Managyeuent. There is no overall planning that
w2lghs the needs for, say, national oark expansions in
regjions ¢f the West against more wildlife refuges in ar=as
5f the Soutn.

The role of the Heritage Conservation and Racreation
Service (HCR3), which oversees and administers the alloca-
tions to the four participating agencies, is limited
essentially to Jdevesloning computer rankings of the agencies’
proposed acguisitions reflecting certain criteria. Projects
are ranked high if there is a nhigh probability of iamnediate
private conversion of the tract to germanent nonrecreational
or nonwildlife use (e.g., coanstruction of a factory), and if
expected price escalation is high. This ranking exarcise
does not reflect an overall {xQB olan that would identify
priorities on the jeographic areas and kinds of land (oarks,
forests, 2tc.) to be acguired in the “"Federal" program.,

Officials of HCRS state that they hope to devalon an
overall plan of this ty p@ put add that they Jdo not nave
the necessary staff resources. They also have concerns about
the usefulness of such plannlng given tne Congress’ h2avy
involvenent in the 2rogram through project-specific author-
ization and funding actions, They strass that the orogram
is "highly political.”

We believe that the Congress would be aided if a plan
were devaloped and nade a part of the annual budget process.
Ahen tne Congress considers proposals to authorize and fund
specific land acquisitions, it should f£ind such a plan halp-
ful, and tne plan should be adjusted as needed to reflect
congressional actions,

ZERO-3BASE BUDGETING PROCEDURES
CAN 3E STREAMLIJeD

Zero~base budgeting (ZB3) procedures are, by most
accounts, more expensive and cumoersome than traditional
dudgeting, and we strongly encourage attempts to streamline
the ZBB process. 1/ However, safeguards are needed to
insure that modifications do not eliminate the analytical

1l/See "sStreamlining Zero-3ase Budgeting Will Benefit
Decisionmaking" (PAD-79-45, Sevnt. 25, 1973).
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benefits that derive from 23%'s neriodic, detailed reviews
of program prioritiesgs and alternative funding levels for
individual programs.

Our case study work observed certain modifications of
233 procedures in HEW, DOI, and DOD that ease the task of
preparing ZB3 materials, but have the potential for impairing
the analysis of budget reqguirsments,

Percentage-pbased minimum levels

One modification uses percentages to detzraine "minimum”
levels, something that was done in various degrees by JdEW,
D00, and 0OI during budget development for fiscal years 1979
or 19380. In these instances, dudget officers Jevaloped some
minimum level amounts using percentage reductions from current
year levels or other base amounts. Such a procedure eased
the preparation of ZB3 matsrials, put did not reguire analyses
of what constituted real minimum levels--an analysis that is
sometimes needed (see page 70).

The vercentage approach did, however, permit analysis
and ranking of various amnounts representing reduced funding
levels., It did not, thereforz, prevent consideration of
alternative funding levels, including reductions.

Wwe think that OMB monitoring and action is needed to
insure that agency use of percentage-based minimum levels
does not seriously impair oceriodic consideration and analysis
of reduced funding levels, including real ninimum levels.

Use of "cores" in rankings

another modification includes in the ZBB rankings of
programs and activities an aggregate or "core" dollar entry
cover ing many items of importance for which a certain level
of funding is assumed, regardless of pudgetary constraints.
The Air Force, Army, and DOI utilized the core approach in
the case study areas for fiscal year 1380 budget development
(see page 74).

We believe that the core approach is a way tc stream-
line %38, but, as with percentage-based minimums, 1is
subject to potsntial misuse. Steps by OMB are needed to
insure that programs and activities requiring periodic, com-
prehensive analysis of their relative priorities and
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alternative funding levels are not shielded for excessively
long periods by inclusion in a 7233 core.

BETTER REPJRTING OF BUDS3ET
AMOUNTS WOULD IMPROVE
CONGRESSIONAL BUDGET CONTROL

We have stated on ssveral occasions that adegquate con-
gressional control over budget amounts and totals may be
impaired if there is incomplete, inaccurate, or confusing
reporting on budget reguirements and relatsd matters. The
Congress requires informative and accurate budget information
for opurposes of comparing projrams, setting budget priorities,
and exercising fiscal control. Our case study work identified
arzas where reporting improvaments are needed,.

Need for better budget information
on _executive branch proposed legislation

Better Jisclosure is needed in the President's budget
of executive branch proposed legislation with budgetary con-
sequences, whether increases or decreases. At this time,
key information is scattered amony several sections and
tables of the budget (see page 90).

The President's pudget each year contains some proposed
funding increases or decreases that are contingent upon the
znactment of new legislation. For exannle, the budjets for
fiscal years 198C and 1931 contained totals that were based
upon the assumed enactnent of proposzd legislation--'ledicare
nospital cost containment, etc.--that would permnit outlay
reductions totalling about $4.2 billion and $5.6 billion,
respectively, There were other legislative proposals that
would result in increased spending in selected areas.

The budget's projected overall totals for the coming
fiscal year, including the estimated deficit, assume congres-
sional passage of such legislation in tims to permit imple-
menting pudget action by the executive oranch. dowever, the
enactment of such legislation is often uncertain. Further-
more, if and when the legislation is passed, specific pro-
visions may well differ supstantially from those that were
proposed. An example of proposed legislation (with signifi-
cant budgetary implications) that has not passed is the
President’s proposed Medicare hospital cost containment
legislation. The budget, therefore, must provide a full and
readily understood disclosure of the budget amounts that are
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sajge of legislation., This would
qget to assess beatter the budget's
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At this time, though, the budget lacks a budget table
and discussion that provides, by agency and account, a com-
prehensive reporting of the budget autharity and cutlay
increases and decrease (with subtotals for each) that are
tied to executive branch proposed lealslablon. The inclusion
of such a presentation would greatly ennance the oudget's
usefulness.

Need for better Medicare
summary 1nformation in
pudget material

There is inadequate budget summary information in the
3udget Appendix, and in the related budget justifications
provided to the appropriations committees, on the complex
Medicare activities, which entall yearly outlays in excess
of $30 billion. This lack 2f information would impair
congressional and public understanding of Meldicare's Key
financial and budgetary features. Understanding Medicare
is made difficult by current pudget treatment that involveas
scattered reporting on three HMedicare budget accounts (two
trust funds and a general fund account), various sourcas of
income including insurance premiums and an annual conjres-
sional avppropriation, and extensive lezislative proposals
that affect venefit payment levels and other costs (sze
page 91).,

Wwe think that understanding this very large program
would be greatly enhanced by including in the Budget
Appendix and related 3qﬂ“xﬁiuari©ns a Medicare summary
table that would fully disclose, in one place, the key
funding and legislative proposals. Such a table would
regemble the sample presented in appendix VI (see paje 93).

Heed for full-funding
reporting and action on the
DOI emergency fire program

We have consistently believed that congressional
understanding and control over budget amounts is facili-
tated when the executive branch requests, and the Congress
orovides, at the beginning of a program commitment period,
fundlng cov9r1ng the total estimated costs. This

"up-front" disclosure and action on total estimated costs




BE-187755

puts programs on a comparable basis and facilitates the
setting of budger priorities., 1/ This practice, however, is
not being followed by the emergency fire program of DOI's
Bureau of Land Management (see page 97).

In most recent budgets, the executive branch has re-
quested and the Congress has initially appropriated a token
appropriation of about $5 million for the program, and fol-
lowed up with later supplemental appropriation requests and
actions to cover actual emergency fire fighting expenses,
The supplemental funds are used to reimburse budget accounts
from which funds are borrowed as needed to conduct emergency
fire fighting operations. The supplementals over fiscal
years 1976«79 have ranged from about $21 million to
$53 million.

There was a one~time partial deviation from this general
practice when the budget for fiscal year 1979, adopting a full-
funding approach, requested about $30 million for the program.
The Congress, however, again provided a token amount in ini-
tial appropriation action., Following this, the executive
branch reverted to the former procedure of initially request-
ing token amounts.

We think that the approach proposed for fiscal year 1979
represents sound budgeting. The approach more accurately
presents, at the time in the budget cycle when programs
are being compared and budget priorities are being set,
the full estimated costs of the program for the coming
year. We think that the historic pattern of emergency
fire program budget requirements is sufficiently stable and
predictable to permit larger "up-front" requests and appro-
priations than the customary $5 million.

CONCLUSIONS

Sound budget formulation requires adequate planning
and the use of plans in budget formulation. Our case study
work identified some problems in this area. While BLM
officials are taking needed steps to develop a comprehen-
sive plan {with two sets of categories) for use in annual
budget formulation, they have not consulted with all

l/See "Further Implementation of Full Funding in the Federal
Government® (PAD-78-80, Sept. 7, 1978).




cognizant congressional committees with a view toward
developing commnon planning and budgeting categories for
use in both authorizing and appropnriation actions. A risk
exists that different committees will emphasize and act
upon different categories, resulting in added vaperwork,
axpense, and confusion.

In the HCR53 there is no overall pnlan that, based upon
congrassional actions and a Jeneral assessment of land
acquisition needs in the "Federal" program, identifies
oriorities on the jeographic areas and kinds of land (national
parks, forests, etc.,) to be acguired. Therefore, there is
no nasis for knowing whether the "Federal" program's acgqui-
sitions best serve the country's outdoor recreation and
wildlife refuje needs.

QFfficials of HCRS hope to move in the direction of
such planning, but state that they don't have the required
staff resources, and have doubts about the us2fulness of
more p2lanning for such a "highly political” program.

We believe that improved planning is needed, consistent
with continued congressional project-specific authori-
zations and funding actions.

We strongly encourage steps to streamline IB3 vro-
cedures to reduce their expense and cumbersome features.
However, OM3 needs to monitor agency modifications Of ZBB
and take any necessary actions to insure that agency modi-
fications do not eliminate periodic detailed reviews of
program priorities and alternative funding levels for
individual programs and activities. Two wmodifications that
have potential for misuse are percentaged-based minimum
levels and ranking "cores.”

The Congress needs informative and accurat2 budget
information to adequately compare programs, s&t pbudget
priorities, and exercise fiscal control. Our case study
work identified areas where improvements are needed.

Setter disclosure is needed in the budget of the Presi-
dent's proposed legislation with budgetary conseguences,
whether increases or decreases are involved. At this time,
such information is scattered among several budget tables
and discussions. There is need for a single table and dis-
cussion with a reporting by agency and account of the budget
authority and outlay increases/decreases (with subtotals for
each) associated with executive branch proposed legislation.

10
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Similarly, there is a need for a Medicare summary
table that would fully disclose, in the 3udget Appendix and
related justifications, the key funding and legislative pro-
posals. Finally, executive and congressional action is needed
to put BLM's emergency fire program on a full funding basis
in initial appropriation action each year. Such a move would
show better the full costs of the program and facilitate
comparisons with other programs.

RECOMMENDATIONS TO THE EXECUTIVE 3RANCH

We accordingly make the following recomnendations to
executive branch officials:

--We recommend that the Secretary of the Department >f
the Interior direct Bureau of Land Management
officials, as they develop a comprenensive nulti-
year plan for use in budget formulation, to consult
with cognizant congressional committees to achieve
agreement on a common set of planning and budgeting
categories for use in both authorizing and appropri-
ations processes. Efforts should be Jevoteld to
develop a single set of categories as the principal
ones of authorizing and appropriations control.

--WWe reiterate our earlier recommendation to the
Director of the Office of Managjgenent and Budget
that "* * * OM3 and the agencies {achieve agreement]
during the spring on what programs/activities will
receive comprehensive zero~-base budgeting treat-
ment during the upcoming zero-pase budget cycle.”

In the meetings with agencies, OMB should monitor
and review agency plans for %8B and provide
guidance on, among other matters:

-the programs and activities on which agencies
should perform full analyses of mninimum levels,
as opposed to using percentage-based minimums; and

~-the programs and activities that should be pulled
from 2BB ranking "core" treatment and subjected to

detailed analyses.

The Director of OMB also should consider establishing
with individual agencies rotating schedules for full
ZBB analyses of selected programs and activities.

The schedules could be linked to cycles of executive
branch or congressional reviews.

11
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~-wWa further recoamend that the Director of OMB take
the following steps to improve budget reporting:

-Include in the budget, in a single table and
discussion, a comprehensive reporting by
agency and account of the budget authority
and outlay increases/decreases (with subtotals
for each) associated with executive proposed
legislation.

~Include in the Budget Aoppendix and related justi-
fications provided to the appropriations com-
mittees a Hedicare summary table that would fully
disclose the key funding and lejislative pro-
pcsals. The table would resemble the sample
presented in appendix VI of this report.

-Revise budget request procedures for BLM's emer-
jency firs program to orovide for initial appro-
oriation requests that fully reflect the total
estimated vearly funding regquirements of the
Rrogram.

s

RECOMMENDATIONS TO THE CONSRES

We also recommend that the Congress take the following
actions:

--Direct the Secretary of the Department of the
Interior to, in consultation with the Secretary of
the Department of Agriculture, develop for executive
branch and congressional budget use an overall
"Federal" program {Land and Water Conservation Fund)
land acquisition plan that identifies priorities on
the jeographic areas and kinds of land (parks, forests,
etc.) to be acquired.

~--Aporopriate initial funding each year for BLM's
emerjency fire program that covers the total estimated
funding requirement of the program for the year.

SCOPE OF REVIEW

The review primarily examined budget formulation
processes in 10 programs during the fiscal year 1980 budget
development cycle. Unless otherwise indicated, the report's
descriptions, comparisons, and analyses pertain to 1980

12
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processes in those programs. Furthermore, our discussions
of agency field office budget work in the 10 programs are
based upon our visits to only a limited number of field
offices ({see appendices VI11-X), and we cannot conclude
that any problems found in those offices are also found in
other offices.

The material contained in the report is based upon
unverified information made available by the agencies. We
did not examine case study budget execution against prior
budget projections and estimates, and did not attempt to
determine whether an agency's accounting system served as
a basis for preparation and suppert of the agency'’s budget
requests.

"OMMENTS AND REPORT DISTRIBUTION

At your request, we did not obtain agency comments on
the report's conclusions and recommendations. Agency
officials did, however, informally review the included
dollar amounts and factual descriptions.

As arranged with your office, we shall not distribute
copies of this report for a period of 30 days to other
interested parties, unless you publicly release contents
of the report during this period. Copies of the report,
after its release, will also be provided to the case study
agencies, the Director of CMB, the Director of the Congres-
sional Budget Office, and interested congressional author-
izing and appropriations committees.

We hope that this report will assist you and the
Committee in your work, and we shall be happy to answer any
guestions you may have.

Si y yours
de v

Comptroller General
of the United States

13
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The Honorable Elmer B. Staats .
The Comptroller General —
U. 8. General Accounting Office ~o
441 G Street, N. W. '
Washington, D. C. 20548

Dear General:

The Legislation and National Security Subcommittee
has just concluded a lengthy investigation and hearing
regarding military health care and medical research
activities. 1In the course of that review, it became
evident that many of the most important decisions
surrounding the management of health care and research
facilities, as well as manpower levels and other resources,
evolve from planning, programming, and budgeting decisions
occurring within an agency over a three to five year
budget cycle. 1In fact, it clearly appeared that a majority
of the more important decisions may be made within that
framework rather than after the President submits his
budget to Congress.

In order to assist Congress in fully understanding
the impact that PPB decisions, made within an agency
or between an agency and OMB, have upon the ultimate
course of Federal operations, I propose that the GAO
initiate a series of case studies which would trace
the actual sequence of steps between initial development
of agency planning, programming, and budgetary decisions
and the subsequent budgetary submission to Congress by
the President. 1In selecting agencies for case studies,
I suggest that a military agency, a large civilian agency
and a small civilian agency might offer interesting
comparisons. Similarly, it would seem desirable that those
personnel assigned to the studies engage in on-site
observation with the understanding, of course, that exec-
utive confidences be safeguarded. Naturally, the most
desirable means of conducting such case studies are for
you to decide.
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2-The Honorable Elmer B. Staats August 4, 1978

I believe a report of this nature could significantly
contribute to Congress' discharging its legislative
responsibilities. If you wish to discuss this idea
more fully, do not hesitate to contact me.

Sincerely,
e W

K BROOKS
airman

With best wishes, I am

APPENDIX 1
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CAPSULE DESCRIPTIONS OF TRE

CASE STUDY FPRCGRAMS

The 10 programs selected are identified and briefly
described below {(see subsequent appendixes for fuller
descriptions). The appropriation estimate (reguest) amounts
shown are the amounts contained in the President's fiscal
year 1980 budget (submitted in January 1979).

DEPARTMENT OF DEFENSE CASE STUDY PROGRAMS

We selected [or study two DOD "operations and mainte-
nance" programs. The two selected are the following:

Fiscal year 1980 budget's appropriation
estimate for fiscal year 1980

(dollars in billions)

Adlr Forge's operation
and maintenance
for general purpose

T3 7 (2 €1 5 vrm e e o o e oty o 2 s o ...‘..,....,..u-».....»__._.m$ 1.9

Army's operatlon and
malntenance for
general purpose forces-—=me-—w——rommomaeee—=53 2

Both LCOD programs operate and malntain "general purpose
forces," which are militvary forces that help deter or counter
aggression below the threshold of strategic nuclear conflict.
Thegse forces are sometimes referred to as the nation's "con-
ventional” forces., They include in the Alr Force 26 wings
of tactical aircraft (F-1%s, F-l6s, etc.)} and 16 divisions
in the Army.

The Air Force program pays for the fuel, replacement
parts, and equipment nseded to operete these tactical air-
craft (including training flights), and the real property
upkeep, repair, and utilities at the tactical Air Force
bases. The Army program basically pays for the same kinds
of day-to-day expenses assoclated with the Army's divisions
and installations.

Although these Army and Alr Force operation and mainte-
nance programs have similar purposes, the two services have
historically followed somewhat different procedures in for-
mulating their budgets for the programs. The Air Force
procedure in recent years has been more centralized and "top-
down" {less involvement by subordinate field organizations).
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DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE CASE STUDY PROGRAMS

We also chose two HEW 1/ programs for case study work:

Fiscal year 1980 budget's estimate
for fiscal year 1980

(dollars in billions)

Health Care Financing
Administration's Medicare
benefit payments—=——m——m——mem—m e — e e $§31.0 2/

Office of Education's grants
for the disadvantaged-==—==—mm=—mmmem—— e ——— $3.5

The Medicare benefit payments program makes claims
payments for hospital and medical costs insured under the
Federal Government's general medical insurance program for
the elderly and disabled. This is the one case stuay pro-
gram classified by the Cffice of Management and Budget {(OMB)
as "relatively uncontrollable," because of the program's
"entitlement" feature.

The Qffice of Education’s grants for the disadvantaged
program provides financial assistance to local educational
agencies in support of special education for economically
disadvantaged pupils. One of its special features is its
"forward funding” aspect, entailing the appropriation of
funds in advance of its period of need and availability for
expenditure. Another feature is the authorizing legisla-
tion's "hold~harmless” provision specifying that each year's
appropriation should be not less than 85 percent of the
preceding year's.

1/During the review, legislation was enacted providing for
the establishment of a separate Department of Education.
This report will refer to HEW as the case study department
because the focus of the review was on the budget formula-
tion cycle for fiscal year 1980, before the creation of a
Department of Education.

2/Estimated outlay amount (not appropriation) required

from a permanent appropriation to cover projected benefit
levels. Reflects President's legislative proposals and
regulatory changes to reduce Medicare benefit payments.
The "current law" base program estimate was $33.1 billion.
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DEPARTMENT OF THE INTERIOR CASE
STUDY PROGRAMS

The six case study programs in DOI include four in the
Bureau of Land Management (3LM) and two in the Heritage Con-
servation and Recreation Service (HCRS):

Fiscal year 1980 budget's appropriation
estimate for fiscal year 1980

(dollars in millions)

BLM's range $ 36.5
BLM's coal 21.1
BLMis fire management 8.8
BLM's emergency fire 4.75

HCRS's Land and Water
Conservation Fund
"States" program 359.3 1/

HCRS's Land and Water
Consgervation Fund
"Federal" program 242.9 1/

The BLM case study programs, unlike the HCRS programs,
are "personnel intensive" (i.e., at least half the dollars
are for the salaries of BLM employees and contract personnel)
and involve varying degrees of field office participation in
budget formulation. The range program of BLM provides funds
for managing the uses of federally owned range lands under
BLM jurisdiction, including private grazing on public lands,
the control of wild horses and burros, and similar activi-
ties. The coal program pays the salaries and expenses of
managing BLM's coal mining leases with private companies.
The Bureau's fire management program pays for the salaries,
expenses, and equipment associated with routine fire presup-
pression and detection on BLM-administered land. The emer-
gency program covers the added expenses of fighting fires.

The HCRS Land and Water Conservation Fund's "Statesg"
program, on the other hand, is a grant program, with no

1/Excludes portion of $7.8 million estimated as needed to
administer the "States" and "Federal" programs.
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program dollars being spent for HCRS salaries. 1/ The pro-
gram provides grants to States, citles, and counties on a
cost-sharing basis to assist them in purchasing and develop-
ing land for public recreational uses. The "Federal" pro-
gram similarly allocates funds to four participating Federal
services--DOI's Fish and Wildlife Service, National Park
Service, and Bureau of Land Management; and the Department
of Agriculture's Forest Service--for their use in purchasing
land for authorized recreational and wildlife preservation
purposes. The two Land and Water Conservation Fund programs
are sometimes designated by executive branch officials as
being among the most easily controllable (appropriation
level easily changed from year to year) in the Department

of the Interior.

1/The Land and Water Conservation Fund separately provides for
administrative amounts.

(o)
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RELATIONS AMONG ORGANIZATIONAL LEVELS

IN BUDGET FORMULATION

SUMMARY

--Qur review found the operation of a wide variety of
fiscal year 1980 budget formulation "styles." Each
had its own merits and weaknesses, and no single ap~
proach appeared best suited for all programs.

--The direction of budget formulation in the case study
programs—--"top~-down," "bottom-up," or a mixture of
the two-~related to the kind of program.

-Where the field offices had no regular and
direct program planning and implementation
responsibilities, they did not participate
systematically and formally in budget formula-
tion. This applied to the Heritage Conserva-
tion and Recreation Service's "State" program,
the Office of Education's grants for the
disadvantaged program, and the Health Care
Financing Administration's Medicare benefit
payments program.

-The clearest case of "top-down" budget develop-
ment for fiscal year 1980 occurred in the Heri-
tage Conservation and Recreation Service's
"State" program, where field offices did not
formally participate and where, additionally,
DOI headquarters officials were given a set
dollar figure on the program's appropriation
account by OMB officials,

~The clearest case of "bottom-up" budget
development took place in the Bureau of Land
Management's programs, where there was sys-
tematic field office involvement, and where
the principal field offices were not given
dollar targets or guidance for each of the
progranms.

--Qur work noted the need for continued agency efforts
to insure the best use of field offices in budget for-
mulation. It was apparent that there were cases in
which the field budget submissions were of limited
value to the higher levels,

-~-0fficials at the departmental and OMB levels generally
reduced the appropriation reguests of the lower levels.
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NO SINGLE BUDGET FORMULATION
APPROACH IS THE BEST

One of the most striking things about budget formula-
tion that came to our attention was the wide variety of
budget development approaches or "styles.” Each had its
strengths and weaknesses, and no single budget development
approach appeared as the most appropriate for all programs.
A principal task facing agency officials is to adopt the
systems and procedures that "suit" their programs. All
too often, as we have pointed out in a prior report, budget
procedures are mechanically applied without sufficient
consideration being given to the peculiar needs of the
organization, resulting in inefficiencies and related
problems. 1/

Budget development differences among Federal organiza-
tions occur in many areas. The principal subject of this
chapter concerns relations among organizational levels
(bureau, office of the secretary, etc.) during budget formu-
lation in the 10 case study programs, including the direc-
tion of budget formulation ("top-down," "bottom-up") and
the roles of top departmental and OMB officials in changing
request amounts.

DIRECTION OF BUDGET FORMULATION VARIES
ACCORDING TO TYPE OF PROGRAM

The Director of OMB provides to agency heads each
year dollar targets to guide each agency in its budget
formulation. For the fiscal year 1980 cycle, preliminary
budget authority and outlay totals for each agency as a
whole were provided in a January 1978 Director's letter and
updated around July 1978, following OMB's “spring review"”
of each agency's activities.

Therefore, in broad terms, budget formulation for 1980
began in a "top-down" manner. However, there was latitude
for varying degrees of "bottom-up" participation and
influence by lower level officials on specific programs and
program areas. In addition, of course, the OMB guidance may
change as conditions and priorities evolve during the budget
formulation process, partly in response to agency proposals
and supporting justifications.

1l/See GAO's report, "Streamiining Zero-base Budgeting Will
Benefit Decisionmaking” {PAD-79-45, Sept. 25, 1979).
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The budget formulation direction in the case study pro-
grams ranged from top-~down to bottom-up. Our work shows that
the degree of participation by lower offices, particularly
field offices, was not a happenstance matter, but related in
general tc the kind of programs involved (discussed further
below).

Furthermore, the introduction of ZBB, one of whose aims
is to bring about more involvement in budget formulation by
lower level officials, did not in most cases fundamentally
change the direction of formulation (discussed further in
appendix V).

It should be noted that OMB and agency officials make
potentially far-reaching decisions when they establish organ-
izational rcles for budget formulation. Certain "trade-offs"
are implicit in these decisions. A top-down budget formula-
tion process can be the quickest and least expensive way to
put together a budget. At the same time, however, a top-down
approach runs the risk that important lower level information
on problems and alternatives may not be adequately considered
(ZBB theory explicitly states the need for lower level
involvement and analysis--see appendix V).

A discussion of budget formulation direction in the case
study programs must consider two matters: the role of field
offices and what kind of dollar guidance was provided by
higher officials. 1/ Figure 1 displays the relevant find-
ings of our case study work. Column headings on "dollar
guidance" refer to any OMB, departmental (including Depart-
ments of the Air Force and Army), or assistant secretary
dollar guidance at the program or parent appropriation
account level 2/ to the lower organizations responsible for
assembling the budget submission.

No systematic, formal field participation in
three "formula" programs

The key factor generally influencing whether field
offices are systematically and formally used in budget

1/pPolicy guidance sometimes was provided by higher officials
to guide budget formulation.

2/Bach case study program was funded through an "appropria-
tion account{s)." The congressional appropriation was at
the appropriation account level, and in each case provided
funding to the case study program plus other programs or
activities in the account.
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Figure 1

e
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Aspects of Budget Formulation

Direction in the Case Study Programs

No systematic,
formal partic-
ipation by

field offices

Systematic,
formal partic-
ipation by
field offices

pollar
guidance given

No
dollar guidance

~Heritage Conservation
and Recreation
Service's "State"
pProgram

TOP~-DOWN

-0ffice of Educa-
tion's grants ror
the disadvantaged

~Health Care Financ-
ing Administration's
Medicare benefit
payments

~Heritage Conservation
and Recreation
Service's "Federal”

I program

=
a/

-hir Force's general
purpose forces opera-
tion and maintenance

~Army's general pur-

and maintenance

pose forces operation

~Bureau of Land
Management's range,
coal, fire manage-
ment, and emergency
fire programs.

BOTTOM~UP

a/Dollar guidance was provided by OMB to the Heritage Conser-
vation and Recreation Service, and by the latter to the

four participating agencies’
field offices were,

agencilies'

headquarters.
however,

Participating
not constrained in

their submissions by prior dollar guildance.

formulation is the presence or absence of program planning
and implementation responsibilities in the field. The case
study programs identified in figure 1 as involving no such
field office participation all entail the delivery of cash
benefits to program recipients through processes that place
responsibilities for operating the programs, including
identifying recipieants, making expenditures, etc., outside
the field offices. The cash benefits in these programs
consist of grants to 3tate, county, and municipal govern-
ments for park land acguisition and development, grants

to local educational agencies for educating disadvantaged
students, or Medicare insurance benefit payments.

10
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These are essentially "national” or "headguarters”
programs in which, it should be added, even headquarters
officizls are limited in their discretionary actions by
statutes that contain grant distribution formulae or enti-
tlement provisions, 1/ The program administrators are of
the opinion that it would be a waste of time to enlist field
offices in regular budget preparation work on these programs,

One would expect to find the clearest cases of top-down
budget formulation in programs such as these where system-
atic field participation is lacking. As seen in figqure 1
(cell labeled "TCP-DOWN"), we identified the DOI Heritage
Conservation and Recreation Service's "State" program as
a top-down program. The Service's headguarters officials
(Washington, D.C.) not only assembled the budget material
without systematic and formal field inputs, but they them-~
selves were eventually constrained by an OMB dollar control
toral on the parent Land and Water Conservation Fund and,
in effect, on the "State” program itself. 2/ This case
study account was the only case study account singled out
in OMB budget preparation guidance and assigned a dollar

1/8tatutory formulae, incorporating population, economic,
and/or other measures, govern the distribution of grants
in the two case study grant programs., See appendixes VII
and VIiI. Also, the relevant Medicare legislation estab-
lishes the program as an entitlement program in which
eligible participants are entitled to be paid the benefits,
See appendix VII.

2/The July 1978 guidance letter from OMB Director McIntyre
to Interior's Secretary Andrus, reflecting OMB "spring
review” decisions, set the total reguest level for the
Land and Water Conservation Fund at $610 million. Tra-
ditionally, Heritage Conservation and Recreation Service
officials set the split of the total request at about
40 percent for the "Federal" and 60 percent fcr the
"State" programs. The relevant statutory provision
(16 U.S.C. 4601~7) stated that a minimum of 40 percent of
the Land and Water Conservation Fund total had to be dis-
tributed to the "Federal” side. The same basic percentage
distribution was reflected in submissions at all levels in
the fiscal vear 1980 budget development cycle. The OMB
guidance came after HCRS's initial budget submission to

DOI's secretarial level, necessitating a revised submission.

1l
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request level for later inclusion in the President's fiscal
year 1980 budget. 1/

The Land and Water Conservation Fund was the only DOI
account veceiving a specific dollar control from OMB, and
DOI officials noted that the account, given its high degree
of controllability (see appendix VI), is sometimes treated
by OMB as a "balancing” account to keep the DOI totals
within desired levels.

This does not mean, however, that the field offices of
HEW's Office of Education and Health Care Financing Adminis-
tration had no budget formulation responsibilities at all.
They made fiscal year 1980 budget submissions for their
"salaries and expenses" accounts covering essentially the
compensation, office supplies and equipment, and business
travel of the regional office personnel.

Systematic, formal field participation
in seven field-administered programs

As seen in figure 1, there were seven case study pro-
grams in which the field offices we visited engaged in
systematic, formal budget formulation. These field cffices
included certain Air Force and Army commands and lower
organizations, 2/ selected State and district offices in
Interior's Bureau of Land Management, 3/ and some field
offices of the organizations that received "Federal" pro-
gram allocations from Interior's Heritage Conservation

1/The guidance given by the Air Force to TAC, and by the
Army to FORSCOM, also was at the parent account (rathery
than program) level-~i.e., all operation and maintenance
programs. In each case, the command-submitted budget
amount for the general purpose forces operation and
maintenance program comprised 90 percent-plus of the
account total,

2/In our case study work, these were the Air Force's Tacti-
cal Alr Command ("TAC," headquartered at Langley Air
Force Base, Va.), and the subordinate Langley Air Force
Base with attached F~15 units; and the Army's Forces
Command ("FORSCOM," headquartered at Ft. McPherson, Ga.),
and the subordinate Ft. Campbell, in Kentucky, with the
attached 10lst Air Assault Division,

3/In our case study, these were State and district offices
in Colorado, Idaho, and Wyoming.

12
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and Recreation Service. 1/ Field offices of the service
itself have not formally and systematically participated in
budget formulation, except (as noted previously) for sala-
ries and expenses budget development for 19&1.

Unlike the cases involving no formalized field office
participation, field office employees and contract personnel
in these instances plan and implement the programs in their
geographic, or functional (Army and Air Force commands)
areas. For example, the National Park Service (recipient
of "Federal" program allocations from DOI's Heritage Conser-
vation and Recreation Service) regional personnel participate
in program operations by identifying land purchase needs and
opportunities, making recommendations for purchases in their
areas, conducting negotiations with local land owners, etc.

It is among such programs with field participation that
one would look for the most bottom-up examples of budget
formulation. We identified the four Bureau of Land Manage-
ment programs as bottom~-up in budget formulation (see cell
labeled "BOTTOM-UP" in figure 1). Bureau headquarters of-
ficials not only built their budget through a percolating
process entailing the feeding of field submissions into the
headguarters, but they also were not given dollar guidance
on the programs or parent account by the secretarial or OMB
levels, 2/ Bureau headquarters officials thus had the op-
portunity to fully consider the field requests when arriving
at the bureau's requests that were submitted to Interior's
Office of the Secretary.

This absence of program or account dollar guidance from
higher levels separates the Bureau of Land Management cases
from the other DOI and DOD cases with field participation.
For example, officers in the Air Force's Tactical Air Command
headguarters at Langley Air Force Base, Virginia, and in
the Army's Forces Command headquarters at Ft. McPherson,

1/In our case study, these were the Forest Service's Region 2
offices in Denver and Region 6 offices in Portland; the
Fish and Wildlife Service's Region 1 offices in Portland
and Region 6 offices in Lakewood, Coloradc; and the
National Park Service's Rocky Mountain Region offices in
benver and Pacific Northwest Region offices in Seattle.

2/Likewise, the Bureau's State offices were not given pro-
gram oy account specific dollar guidance by Bureau head-
quarters officials. The State offices were given target
totals covering all State activities, at two ZBB levels,
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Georgia, treated here as bureau-type organizations though
headquartered in the field, 1/ formulated their general
purpose forces operation and maintenance budget submissions
in processes that entailed systematic, formal input from
subordinate wings or divisions at scattered locations, but
did so under account dollar guidance received, respectively,
from the Departments of the Air Force and Army. The guidance
amounts were adhered to in the submissions from the command
levels. 2/

Budget formulation under dollar guidance from higher
levels cannot be seen as bottom-up budgeting in the clearest
sense. The budget submissions were used at higher levels
partly as support for assembling budget documents and as
vehicles for establishing prioritfes within the guidance
amounts,

Tt should be added that while the Army's FORSCOM and
the Air Force's TAC adhered to guidance amounts in develop-
ing their budget submissions, they had opportunity to
affect those guidance amounts through their prior inputs
to the two services' "programming" exercises for fiscal
year 1980 (see appendix IV for a description of the

1/Although field organizations, these commands function much
as bureaus do in many civilian agencies. They have U.S5.-
wide responsibilities and are the subdepartmental focal
points for first accumulating budget inputs from various
field offices {Army installations, Air Force bases}).

2/Army headquarters specified for Forces Command an opera-
tion and maintenance account control of $1.3 billion,
representing Department of the Army programmed funding
availability for FORSCOM for fiscal year 1980. This was to
be used by FORSCOM officials in their ZBB submission as the
"basic" level amount--i.e., funding for the approved fiscal
year 1980 program at the current year level adjusted by
force-related changes- identified in Army programming docu-
ments. The later FORSCOM submission was for a $1.3 billion
basic level budget, of which $1.2 billion were for the case
study general purpose forces program. "Minimum," and
"enhanced" level amounts were also submitted. A similar
pattern was seen in the Air Force, with the exception that
the control amount for the Tactical Air Command was at the
ZBB "minimum" level.
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programming part of DOD's "Planning, Programming, and
Budgeting System"). 1/

Some uncertainty and issues in the use
of field cffices in the case study programs

It is apparent from our case study work that the roles
and procedures of the visited field offices in budget pre-
paration are in flux in some instances, particularly at the
lowest field locations, and that the bureaus and offices,
as well as the two DOD services covered, should continue to
work toward the optimum use of the field offices.

In DOI's Bureau of Land Management a principal matter
concerns the role of the district offices that report to the
State offices. For example, in the Bureau's range program,
the district we visited in Wyoming (Rawlins) made noc written
budget submission for fiscal year 1980; the visited districts
in Idaho (six districts 2/) made ad hoc written submissions
in response to specific inquiries from the Idaho State of-
fice, including inguiries on desired funding levels; and the

submission with decision unit packages on three funding
levels, but the submitted dollar amountg reflected prior State
office dollar guidance amounts and not the unconstrained
desire of the district.

The fiscal year 1981 cycle saw similar differences, as
well as some changes from 1980 procedures.

In the DOI Heritage Conservation and Recreation Service's
"Federal" program, similar kinds of variations cccurred in
the 1980 and 1981 c¢ycles among the field offices we visited
of the participating DOI Fish and Wildlife Service. These
were the Region 6 office in Lakewcod, Colorado and the
Region 1 office in Portland, Oregon.

Such variations may reflect a desirable degree of flexi-
bility and decentralization, but they may also reflect
inadequately develcped organizational policy and proce-
dures concerning the uses of the field cffices. Indeed,

1/However, the Forces Command's formal programming submission
to the Department of the Army for 1980 was ¢f limited use-
fulness because of timing and formatting problems; and the
Tactical Air Command made only informal programming inputs
to the Air Staff level. See appendix IV.

2/Boise, Burley, Coeur d'Alene, Idaho Fallsg, Salmon, Shoshone.

bt
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we found some indications that headquarters and field offi-
cials should continue to address this matter (discussed
below).

We were struck by the fact that in those case study
programs involving systematic, formal field office submis-
sions to higher levels, there were instances in the 1980
cycle when this fieldwork, or parts thereof, appeared
to be of limited value to the highest levels.

The items below are isclated examples of this matter.
We cannot infer from the examples that it is normally a
waste of time and effort to involve thege organizations'’
field offices in budget formulation. Rather, the examples,
and the possibilityv of their occurrence, point to a need
for the organizations to continue to assess and modify
their procedures (as needed} to minimize the potential
for wasted efforts and unnecessary expenses.

-~DOI Bureau of Land Management State officials in Idaho
had essentially determined program request levels
before district request amounts were recelved. The
seemingly limited value of district submissions under
csuch circumstances is indicated by the fact that dis-
trict formal inputs were discontinued for the 1981
cycle., Colorado similarly curtailed district involve-
ment for 1981.

~--Field offices of the agencies participating in
DOI Heritage Conservation and Recreation Service's
"FPederal"” program developed budget requests and docu-
mentation unconstrained by dollar guidance, but DOI
later was constrained by the July 1978 OMB decision
that the 1980 budget request feor the Land and Water
Conservation Fund would be limited to $610 million.
These partially negated the usefulness of some project
level budget documentation developed earlier. There
was a similar effect later, in November 1978, when
the Congress passed the Omnibus Parks Bill, leading
to last minute deletions and additions of projects
and documentation in the budget materials.

--The Department of Agriculture Forest Service's (par-
ticipant in the. "Federal”" program) Region 2 office in
Denver, Colorado has put together ZBB documentation
for proposed acquisitions and amounts far in excess
of its funding. In fiscal year 1980 it received
funding for one project which was not on the region's
list of submitted projects.

[
(e}




APPENDIX II1 APFENDIX II1

~-~The Army FORSCOM's programming phase submission in
February 1978 to Army headquarters, containing budget-
related FORSCOM input on program levels and dollar
amounts, was of limited use at the headquarters level
because of formatting, size, and congruency prob-
lems. The FORSCCM program was partly incongruent
with the program specified one month later in the Qf-
fice of the Secretary's final "Consolidated Guidance”
for fiscal year 1980.

~-The Air Force TAC's program-budget development work
for fiscal year 1980 did not use the Langley Alr Force
Base budget submission for 1980, including material
developed by the lst Fighter Wing (F-15s), except to
obtain some impact statements and minor cost amounts,
One reascn was that the base submission, because of
its early development and delivery {transmitted in
January 1978&) was not congruent with later Office
of the Secretary and Air Force headquarters program-
ming and budget guldance.

Similar patterns in
non-case study organizations

To add to our case study examples concerning the budget
preparation roles of field offices, we visited several HEW
and DOI first level field offices beyond cour case study
ones. Contacts were made in 30 field locations of eight
additional subdepartmental level organizations (bureaus,
etc.). We also contacted headquarters officials in these
additional organizations (see appendix X for listing).

This work supported our case study results showing that
the role of field offices generally relates to the offices’
program planning and implementation responsibilities (if
any). Where the principal offices have had direct planning
and implementation responsibilities, they generally had in
the 1980 cycle systematic and formal budget preparation
roles. With few or no such responsibilities, the oifices
made no formal budget submissions for programs.

HIGHER QOFFICIALS OFTEN REDUCE
REQUEST AMOUNTS

It is sometimes stated in the literature on budget
formulation that budget support for individual programs
normally iz the strongest at the level of the first-line
administering organization-~-e.g., the bureau level in
many departments-—-and progressively decreases through
the departmental and OMB levels. The theory is that it
is natuvrai for cthe immediate program managers to develop

.
"
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a vested interest in growth of "their"” programs, and for the
highest officials to be more willing to support cuts in order
to achieve balance among programs and meet broad fiscal ob-
jectives and budget censtraints. 1/

The following charts and discussion show that in the
case study programs, the degree of budget support at the
Presidential level was the same as, or lower than, the budget
support at lower levels during budget development for fiscal
vear 1980.

DOI's Bureau of Land Management
cases--0OME reduction in the
fire program

The patterns seen in figure 2 show that organizzational
level differences in the Bureau of Land Management's case
study programs centered on the Bureau's regular fire activi=-
ties, notwithstanding the seeming differences between the
Bureau and the Department of the Interior on the emergency
fire part. The drop at the departmental level to about
$5 million for emergency fire activities reflected a budget
concepts change and reversion to the former practice of re-
guesting in the President’'s budget only a tceken amount,
usually around $5 millicn, with any additional requirements
being met through later supplemental requests. 2/

The reguest action within the executive branch on the
regular fire part related to 1979 congressional appropriation
action on that part. Following a congressional §$4 miliion
"add-on" (an amount provided in excess of the President's
budget reqguest) for 1979, for the purchase of firefighting
egquipment, departmental level officials increased the 1980
request over the Bureau-submitted reguest. Officials at
OMB cut the request back to the original Bureau amount,
citing the "one-time" nature of the firefighting eguipment
purchase for 1979, and defervable training.

1/This theory of decreasing budget support at higher levels
is discussed in A. Wildavsky, The Politics of the Budgetary
Process, chapter Z,

2/The Congress in irs 1979 Interior Department and Related
Agencies Appropriation Act continued its usual practice of
initially appropriating about $5 million 23 a token amount.
This prompted DOI departmental level reversion to the usual
request pattern, See appendix VI herein for furtcher
discussion.
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DOI's Heritage Congervation and
Recreation Service Cases--OMB
guidance to cut the "Federal®
and "gState” programs

The request lines in figure 3 for the Heritage Conserva-
tion and Recreation Service's two Land and Water Conservation
Fund programs show significant differences among organiza-
tional levels. 1/ The sharp decrease at the departmental
level reflected, as noted earlier, OMB guidance to the De-~
partment, received after the Service's submission, limiting
the 1980 total for the Land and Water Conservation Fund to
$610 million. The Service and the Department previously had
assumed $850 and $900 million total in their budget formula--
tion steps. The $900 million level was the maximum amount
authorized by statute. 2/

As noted previously, the fund is sometimes used by OMB
as a relatively controllable "balancing" account.

HEW's Health Care Financing
Administration's case~—-HEW
budget strategy seen

The amounts tracked in figure 4 for the Health Care
Financing Administration's Medicare benefit payments program
pertain to projected 1980 payments (outlays) under three
conditions: under current law base (top line), under current
law with proposed regulatory changes (middle line), and under
proposed regulatory changes plus proposed legislative
amendments designed to produce cost savings (bottom line).
The latter pertained mainly to the hospital cost containment
proposal.

The current law base line dropped at the OMB level by
$753 million because of a reestimate (reflecting changed
economic conditions) of entitlement payments by HCFA
actuaries.

l/There was, however, agreement at the various levels on the
60 percent/40 percent split of the total funds between the
two programs.

2/The authorizing total reached $900 million first effec-
tive for fiscal year 1978. The total Presidential request
for 1979 was $725 million, covering the two programs plus
administrative expenses,

20



Figure 3

DOI’'s Heritage Conservation and Recreation Service Cases
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The arena of budget control and possible differences
among organizational levels pertains to the executive
branch's legislative proposals that would affect benefit
payment totals. 1In the 1980 cycle, HEW's budget package
sent to OMB contained $1.8 billion in proposed "legislative
savings." 1/

According to HEW officials, the large {about $1.8 bil-
lion) proposed "legislative savings" was partially motivated
by budget strategy considerations. A large reduction in
their OMB submission "freed up" a large amount within
the OMB guidance total for HEW for new or expanded initia-
tives and other controllable activities. They did not neces-
sarily believe that the large legislative savings would
be accepted by the Congress.

Office of Education case--declining
support at higher levels

As seen in figure 5, the Office of Education's grants
for the disadvantaged case for fiscal year 1980 represents a
straightforward matter of declining budget request support
at higher levels. The final OMB action totally eliminated
the "State incentives" part of the program--a piece it ini-
tially favored but later opposed because of certain features
written into the authorizing legislation. 2/

Army case--declining amounts
at higher levels

The evolution of the budget request for the Army's
general purpose forces operation and maintenance shows a
pattern of declining amounts at the highest levels. This
is seen in figure 6.

It should be noted that in the DOD services' Planning,
Programming, and Budgeting Systems ("PPBS"--see appendix IV
for more details), budget amounts are developed to support
identified "program requirements"--for example, certain
base realignments, Panama Canal Treaty implementation, etc.--
and that program requirements normally undergo change during
budget development. We could not readily determine within

1/The Congress had not passed the President's hospital cost
containment proposal as of this printing. This repeated
the Congress’' similar disinclination the year before.

2/GMB felt that the formula governing distribution of the
State incentive funds inequitably favored certain States.
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Figure 6

DOD Army General Purpose Forces Operation and Maintenance
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the limits of thie review of Army general purpose forces
operation and maintenance whether the reduced budget dollars
at the Department of the Army and Presidential levels were

tied to lesser program requirements.

Air Force case--mixed pattern
of higher level support

The progression of budget amounts for 19280 in the Ailr
Force case shows the same basic decline from the service
to Presidential levels, as seen in figure 7. Service level
action on the command's {Tagctical Alr Command) submission,
however, unlike the Army case, saw the higher level increas-
ing some budget dollars. 0Officials at the Air Force head-
quarters level note that the TAC 1980 budget submission
(March 1978), unlike FORSCOM's (July 1978), was made before
the services finalized their "programming" for 1980 (the
May 1978 "Program Objective Memorandum")}, and that this
could have made the TAC submission more likely to be changed.
They alsc state that headquarters personnel in April 1978
"re-priced" the TAC program to reflect revised cost esti-
mates, and this required changes in the TAC budget amounts.

A feature of the relations between TAC and the Air Force
headquarters level concerning TAC's fiscal year 1980 budget
was their freguent communication concerning TAC's repeated
assertion that insufficient funding was being provided to
TAC. 1/ Tactical Air Command officials stressed that the
budget guidance they operated under in formulating their
fiscal year 1980 budget resulted in a TAC budget submission
that digd not contain sufficient dollars to permit an adequate
and orderly execution of parts of the TAC general purpose
forces operation and maintenance program, and new reguire-
ments that could develop.

Ssome potential funding shortfalls mav have been elimi-
nated by later Air Force level add-ons to the TAC submission
(see figure 7). However, any such add-ons did not alle-
viate TAC concerns, stated after the President's budget for
fiscal year 1980 was transmitted to the Congress, that the air
Force—approved funding for TAC's 1980 operation and mainten-
ance activities was insufficient to permit TAC to meet its
programmed regponsibilities (flying hour program, etc.). For
example, in March and April of 1979, TAC informed the Alr

1/We did not examine or verify the accuracy of TAC's state-
ments that it had insufficient funds for its programmed
reguirements.
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Figure 7

Air Force General Purpose Forces Operation and Maintenance
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Force headquarters that there would be about a $150 million
shortage in 1980, and that there would propably be a "stand-
down" of alrcraft in the last guarter of 1980 owing tc a
lack of supplies.

Furthermore, in the fiscal years 1978 and 1979 budget

that TAC was being asked to meet programmed operation and
maintenance recguirements without assured funding, and that
reprogramuing to TAC would be needed to avoid standdowns. TAC
asked the Air Force headquarters either to provide addi-
tional funds or instruct TAC on ways TAC's program could

be reduced to produce a program-funding kalance.

TAC officials told us that reprogrammings have become
a3 way of budget execution 1life, and that such actions, while
partially alleviating program-budgeting imbalances, sometimes
led to a less than optimum use of the funds.

The officials at TAC received for their general purpose
forces operation and maintenance program the following funds
reprogrammed from appropriation accounts outside of the Air
Force's operation and malntenance account: about $14 million
in fiscal year 1978 and $17 million in fiscal year 1979. 1/

Air Force headquarters officials stated to us that TAC's

ase ions about insufficlent funding partly represent normal
and expected budget complaints from lower levels, and that

it is simply a fact of budget life that commands cannot

get the funds they need for all program requirements. They
also state, however, that they are instituting new procedures
{affecting formulation for fiscal year 1982) that will reduce

program-funding imbalances in field offices.

CONCLUSTONS

There was a wide variety of budget formulation "styles"
among the case study programs. The Heritage Conservation and
Recreation Service's "State" program was the most "top-down"
in budget development given the fact that there was no formal
and systematic field office involvement, and that DCI was
constrained by OME dollar guidance on the program's parent
account (Land and Water Conservation Fund).

1/The total amounts reprogrammed to the Air Force's operation
and maintenance account were about $152 million in 1978 and
about $132 million in 1979.
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The most "bottom-up" formulation occurred in the Bureau
of Land Management's programs, where there was formal and
systematic field office involvement, and where there were no
prior dollar targets or controls to limit discretion.

Our work noted the need for continued agency efforts to
insure the best use of field offices.

There was a general pattern of officials at the depart-
mental and OMB levels reducing the appropriation requests
of the lower levels,
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PLANNING AND BUDGETING

SUMMARY

--The various budget reform movements in the Federal
Government over the past three decades have generally
had the implicit or stated objective of facilitating
the linkage between planning and budget formulation.
The movements have included:

~-"per formance budgeting” in the early 1950s;

-"Planning-programming-budgeting system" (PPBS,
or PPR) in the 1960s;

-"Management by objectives" [MRO) in the early
1970s; and

-"Zero~base budgeting" (ZBB) in the late 1970s.

~-Qur case study work identified a wide range of plan-
ning~budgeting relationships. Linkage attempts
appear the most systematic and formal in the DOD
operation and maintenance programs, and the least in
the HEW Medicare benefit payments and grants for the
disadvantaged programs. The DOI programs--the two
Heritage Conservation and Recreation Service programs
and four Bureau of Land Management programns--fall
somewhere between the DOD and HEW cases.

--Budget formulation should be part of a planning pro-
cess that, based upon an adeguate assessment of
needs and congrescional actions, identifies for a
multiyear period annual program priorities and
realistic budget objectives. We found, however,
that planning-budgeting linkages are weak in the
DOI cases, the cases where we appraised planning~
budgeting linkages. We could not within the limits
of the review evaluate the very complex and sizable
DOD planning-proaramming system. Formal multiyear
planning in the HEW case study areas is in the
developmental stage.

~--The DOI Bureau of Land Management planning-budgeting
linkages can be improved, at both the field office
and headquarters levels. Bureau officials at both
levels are moving to improve the linkageg, but need
to take steps toward the development of a common
set of plan and budget categories that can serve the
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needs of congressional authorizing and appropriations
committees.

--The DOI Heritage Conservation and Recreation Service's
own planning-budgeting linkages for its "Federal"
program {(Land and Water Conservation Fund} can also
be improved. Planning-related activities for the
Service's "Federal" program budget requests occcur
both within the Service and in the four participating
Federal organizations that actually expend the funds
of the program. However, the planning that takes
place is mostly decentralized and focused within the
four participating organizations, and occurs in the
absence of an overall, national land acquisitions
plan (for recreation and wildlife refuges) that,
based on a comprehensive needs assesment, sets
priorities on the kinds of needed acquisitions.
Therefore, there is no way of knowing whether execu-
tive and congressional budget actions for the pro-
gram result Iin the purchase of the right kinds of
land, in the geographic areas of greatest need,
for recreational and wildlife refuge purposes.

~~1In the absence cof an overall assessment of "Federal"”
program land acguisition needs and the setting of
national priorities based upon the needs assessment,
it is likely that future allocations of funds to the
four participating agencies will continue to reflect
the historic allocations that have remained fairly
stable in recent years (for example, the National
Park Service was allocated 60, 61, and 60 percent
in the fiscal years 1978, 1979, and 1980 budget
reguests, respectively).

THE GENERAL NEED TC LINK
BUDGET FORMULATION T0 PLANNING

In Federal organizations, there normally is a need for
officials to systematically analyze program needs and alter-
natives, and formally set goalse, priorities, and objectives
for use in budget formulation. Without such "planned" budget
formulation, Federal organizations run the increased risk
that their annual budget development actions will turn into
haphazard exercises that direct funds into areas of lesser
need or program effectiveness,

Managers in some organizations develop plans that
identify actions and expenditures beyond the coming fiscal
year. These multiyear plans may be distinguished from plans
developed anew each year as part of that year's budget for-
mulation process. The latter efforts may be seen as
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short-term plans or budget strategy exercises for the com-
ing year. Our case study work includes examples of multi-
year planning as well as short-term budget strategy
exercises.

Budget formulation ideally should stem from a syste-
matic planning process entailing multiyear plans adjusted
periodically to reflect congressional actions, program
evaluations 1/ and changed conditions. There are indica-
tions that many Federal agencies and organizations have
fallen short of developing this linkage between planning
and budgeting. One indication in our opinion of the
continuing problem is the periodic budget reform movements
that aim in part at enhancing the planning component in
budget formulation. The regularity with which such move-
ments arise seems to indicate a continuing problem in
the view of managers and outside observers. Scme of the
more publicized innovations have been the following:

--"performance budgeting," a movement of the early
1950s that stemmed from the 1949 Hoover Commission
call for casting the budget principally in functional,
activity, and project terms;

--"planning-programming-budgeting” (PPB), a movement
that crystalized first in the Defense Department in
the 1960s and that had the explicit aim of systema-
tically linking budgeting to planning;

--"management by objectives” (MBO), an effort initiated
by OMB in the early 1970's to emphasize participatory
management and a planning-results orientation in all
areas of decisionmaking, including budget formulation
(but without the detailed procedural requirements of
PPB); and

--"zero-base budgeting” (ZBB), the current budget reform
movement ajiming at, among other things, enhancing the
planning component in budget formulation (see chapter
5).

Furthermore, our case study work shows a continuing
need to improve the linkages between planning and budgeting
(discussed in subsequent pages).

1/See GAOG's "Evaluation and Analysis to Support Decision-
making" (PAD-76-9, Sept. 1, 1976), and "Assessing Social
Program Impact Evaluation: A Checklist Approach" (PAD-
79-2, Gct. 1978).
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Office of Management and
Budget multiyear planning

Although not recognized as a budget reform movement,
OMB's continuing effort over the last 10 years to include
more multiyear numbers in the budget, and, very recently, to
attach planning meaning to them should also be mentioned.

Since the 1971 budget, the annual budgets of the Presi-
dent have contained projections of certain amounts beyond
the year in question, with the projections gradually
extending to more detailed amounts. The 1971 budget starte
by projecting aggregate outlays and receipts for 4 vears
beyond the budget year (i.e. through fiscal year 1975); and
shortly thereafter, as a result of a Legislative Reorgani-
zation Act (Public Law 91-510, section 221 (a}} reguirement,
the annual budgets began to include 5-year budget authority
and outlay projections for the executive branch's legisia-
tive proposals for major new or expanded programs.

1

A

P

The budget for fiscal year 1979 announced a change for
future budgets, noting that the President had asked each
agency to prepare subsequent budget requests within the con-
text of a "planning period" extending 3 years beyond the re-
quest year. Agency officials each year would have tc make
explicit decisions not only for the request year, but alsc
for the three following years. The 1979 budget explained
that the new z2pproach "* * * will expand the CGovernmant's
planning horizon to 3 years beyond the budget year and fully
integrate long~-range planning into the executive budget
cycle,"

The fiscal year 1980 budget was the first one devel-
oped by the agencies under this multiyear planning approach,
although, it should be noted, OMB officials themselves
reportedly had done gsome earlier multiyear planning. 1/

Although Federal agencies were supposed to make mulhi-
year budget decisions in formulating their submissions to

1/The OMB review of the fiscal year 1978 budget proposals of
the agencies was made while considering 1979 implications.
OMB did the same concerning its review for the 1979 budget,
and, furthermore, used its decisions then for 1980 as plan-
ning decisions to guide the agencies in their initial bud-
get formulation for 1980. For the first time, with the
issuance of the 1979 budget, OMB provided at budget
issuance time dollar rargets to each agency to guide
agency budget development for the coming year.
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OMB for 1980, some probably did not rely upon well devel-
oped planning-budgeting processes. Our case study work
showed a wide variaticn in the degree to which planning and
budgeting have been linked.

DOI'S BUREAU OF LAND MANAGEMENT
PLANNING

The Bureau of Land Management's (BLM) planning occurs
at both the headquarters and field levels. Our work has
shown that there are planning weaknesses at both levels
making it difficult for BLM officials to use the plans in
their annual budget formulation exercises.

The disconnection between planning
and budget formulation in
BLM field offices

The bureau uses its state offices and subsidiary
district and area offices in the annual budget formulation
process. State offices make formal budget reguest submis-
sions to BLM headquarters. Given the fact that the State
and district offices are heavily involved in making "multiple
use plans” (discussed below) for the Federal lands under
their jurisdiction, the opportunity exists for the field
offices to develop plans that can be used significantly
during the budget formulation period. However, such plans
do not exist, or are in the early stages of development,
in the BLM field offices we visited--Colorado, Wyoming, and
Idaho.

A feature of the main weaknesses of the existing plans
in the BLM field offices, that makes them only marginally
useful in budget formulation, is that they do not set budget
priorities and objectives. This concerns the principal
multiple~use plans developed by BLM field officials: the
"Management Framework Plans" 1/ and the subsidiary "Activity
Plans." These addresz the uses of various resources on
federally owned lands.

The nature of BLM'Ss Management Framework Plans (MFPs)
and Activity Plans are not conducive to direct linkage with
the budget process. These are, essentially, localized plans
developed in the absence of an overall national plan. An

1/The new BLM planning regulations, issued August 1979,
changed the name of these plans to "Resource Management
Plans."
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scene in vﬁif'rm 3. A nge of futility sometimes
exists xegardiuq only about % percent

Our audit work in Colorado, Wyoming, and Idaho State
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of their MFP work receives funding. 1/ Moreover, some
officials stated, the frequent shifting of national priori-
ties provides little incentive for more operational
planning.

Many of the planning shortcomings uncovered in our
review are not new to BLM, but have been pointed out in
previous studies. A 1975 DOI audit report found that known
conditions of resource deterioration were allowed to continue
because some MFP decisions could not be carried cut due to
lack of authority, shortages of personnel, or limited fund-
ing. To correct this situation, the report recommended that
priorities be set up among competing land uses and that short-
term or medium-term management procedures be developed to
protect resourcesg from deterioration. Two years later a GAO
study concluded that these priorities still had not been
established, possibly contributing to further rescurce
deterioration. 2/

In 1978, an American Society of Planning Officials
report found that BLM district managers were confused as to
what kind of MFP decisions required further approval through
the budget process. Not only were the managers uncertain
about the necessity of budget approval for MFP decisions,
but they were also unclear about national priorities. The
study found that the managers were planning without a clear
sense of national priorities or policy guidance. Instead,
they were relying on their own judgment as to the best use
of the resources.

The findings of these studies, coupled with those of
our own audit work, point to the need for BLM to establish
clear national budget priorities to guide its field
officials and to develop shorter-term planning objectives
which can more realistically be budgeted. It is recalled
that in some states only about 5 percent of the MFP work is
funded each vyear.

1/BLM officials in Colorado stated that often LOI and OMB do
not fund their budget reguests, resulting in less than 5
percent of their MFP work receiving funding. Most of
of their funding goes for day-to-day activities (routine
office expenses, etc.). BLM headquarters cfficials state
that this is a pattern seen on other states.

2/Letter to the Honorable Ceorge Turcott, Acting Director
of BLM, October 6, 1977.
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Some steps are being taken to improve
planning and budgeting at the field level

Our audit work in Wyoming and Idaho revealed that these
States are moving on their own toward developing plans that
are intended to be used in budget formulation. One of the
objectives of Wyoming's new 5-year planning system is to
provide a process for prioritizing work needs as well as
short and medium~range programs. District officials feel
this new system will provide a better information base and
a more timely budget submission.

Idaho ig taking an approach similar to Wyoming in devel-
oping 5-year goals, Idaho has started incorporating its
5-year goals into its ZBB submissions, thereby formally
reflecting State priority needs in funding and manpower.

The State office's guidance stregssed that these goals should
be realistic and obtainable, and should provide direction
for the State requests to BLM headqguarters for increased

funding and manpower.

Although Wyoming's and Idaho's efforts are in the right
direction, they run the risk of being isolated efforts that
still will not have the benefit of a national plan with
national pricrities,

In addition, BLM headquarters officials are moving to
to improve planning and budgetinag at the field level. These
officials, realizing that the field office multiple~use
planning needed improvements, issued new planning regulations
in August 1979. These regulations address many areas for
improvment within the BLM planning process, some of which
relate to linking policies to plans to budgets. The regula-
tions stipulate that national policy guidance for planning
responsibilities will be provided to field offices by the
director of BLM, with more detailed guidance to be provided
by directors of the State offices. Furthermore, national,
State and local issues will be identified and local plans
will be developed according to criteria which will insure
that these issues are addressed. Field officials will have
to develop "general implementation sequences” indicating the
order of actions to be taken on the MFPs. Lastly, once a
plan had been approved, all future field budget proposals
to higher levels "shall conform to the plan.”

Although these envisaged improvements in the BLM plan-
ning system are positive steps, we feel they fall short of
establishing a continuing process for setting national
priorities. Effective field planning depends partly on
sound national plans.
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BLM is acting to improve national
level planning

The bureau is also working on developing more system-—
atic planning for naticnal BLM objectives, and better
linkage with the budget. Two kinds of efforts are underway:
(1) selected program plans and (2) comprehensive planning.

Program-specific plans were developed on an ad hoc
basis for three case study programs: range, coal and fire
management. The program plan for range, issued in draft
in June 1979, represents a national plan containing
budget data for the range program for the next 20 years.
BLM officials have told us that it was used first in fiscal
year 1981 formulation.

A program plan was developed for the coal program,
containing a national coal plan and budget for 3 years., A
second plan was developed a spin-off from the first and
covered a 4-year period. According to BLM officials they
were able to make use of these plans in the fiscal years
1980 and 1981 budget formulation processes. Lastly, a pro-
gram plan for the fire management program (the second such
plan), representing a compendium of headquarters-approved
State plans, was completed in June 1979 and will be in effect
for about 5 years. The plan was not ready for use, however,
during budget formulation for fiscal year 1980.

While these programmatic plans represent a step in
the right direction, they stop short of addressing the
needed trade-offs among programs, as well as the interre-
latedness of multiple-use resource programs. There still
is no comprehensive plan that addresses all programs, estab-
lishes priorities, and sets realistic budget objectives.

In this regard, in the course of our review, BLM took
steps toward a comprehensive plan. These relate in part
to a Presidentizl message.

In August 1979, in his Second Environmental Message to
the Congress (developed with the assistance of the Council
on Environmental Quality), the President requested the
Department of the Interior:

"ok % % to establish a comprehensive program
development process for managing all the lands
under BLM stewardship, which will, for the
first time, set long range goals Lo ensure
balance protection and use of the rescurces and
develop and analyze alternative programs and
investment strategies to meet these goals.”
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This program development process, according to the
fact sheet accompanying the message, is supposed to

"ox % * egtablish similar overall program devel-
opment and planning processes for the two agencies
(BLM and Forest Service) which administer most of
our Nation's public lands.” 1/

In an effort to meet most of the requirements of the
President's request, BLM reportedly is incorporating many
requirements into its current 4-year authorization report
process. 2/ The key features will be a plan spanning 4
years that express goals and yearly budget requirements
in new "management" categories as well as the traditional
programmatic categories. The management categories are
expected to include the following: service, operations,
and maintenance; inventory; planning; and implementation.

This plan would largely meet the needs for a compre-
hensive plan that could be used directly in the budget
formulation process.

Unresolved issues~-~There are, however, some additional
matters requiring BLM attention. OQOfficials of BLM have
not yet consulted and fully briefed all interested congres-
sional committees (notably the appropriations committees),
although they intend to do so. We feel that it is impor-
tant for BLM to ascertain the needs and desires of all the
cognizant committees in a timely manner with a view toward

1/We have underway another GAO study addressing the Forest
Service's and BLM's planning processes, and the possible
need for similar program development and planning
processes,

2/In 1976 the Federal Land Policy and Management Act (FLPMA)
was enacted. Not only did this act provide additional
guidance in terms of pregram priorities, but it changed
BLM's authorization status from permanent to one requiring
enactment every 4 years. The Congress wanted a better
knowledge of BLM operations and preogram priorities,
and had expectations that the BLM 4-year authorization
document would provide this knowledge. The first 4-year
authorization report covered fiscal years 1979-82. The
second 4-year authorization report, covering fiscal
years 1982-85, is due to the Congress by May 15, 1980,
and the BLM field offices began assembling information
for it in the fall of 1979.
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developing common planning and budgeting categories for use
in both authorizing and appropriations actions.

It would be desirable to avoid the confusion and added
paperwork that would result if the authorizing and appropria-
tions committees decided to emphasize and act upon different
sets of categories concerning BLM's operations. This could
happen, for example, if the authorizing committees chose to
authorize BLM's activities and funding in terms of the new
management categories, while the appropriations committees
continued to act upon the traditional BLM program categories.

We have addressed in a prior report the general need
for various executive and congrescional bodies to make more
use of common budget-related categories. 1In that report,
we stated:

" % *x % the budget presentation needs are
frequently different for each of the following:
(1) agency managers, (2) OMB officials, (3) the
President, (4) the appropriations committees, and
(5) the authorization committees. The resulting
process is not only ccstly and cumbersome from a
budget presentation standpoint, but it makes it
impossible to have an accounting system that can
support all of the four or five variations of
budget structure without being overly complex and
exceedingly costly.” 1/

We should add that we have not been able to evaluate
the bureau's new goal-setting process, still under develop-
ment, nor determine whether it is, as reguested by the
President, similar to the Forest Service's program devel-
oped and planning process. Officials of BLM have expressed
doubt that the two organizations planning processes can
be similar.

Conclusions on BLM planning

BRLM budgeting currently reflects the year-to~year pro-
gram priorities and policies rather than the conscious and
systematic implementation of a multiyear, comprehensive,
programmatic plan with realistic budget objectives. Budget-
ing should not occur in a vacuum, but in accordance with
such a plan, revised periodically as appropriate to reflect

1/"streamlining Zero-Base Budgeting Will Benefit Decision-
making" (PAD-79~45, Sept. 25, 1979}, p. 40.
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congressional actions, program reassessments, and changed
conditions.

while BLM officials are taking needed steps to develop
a comprehensive plan (with two sets of categories) for use
in annual budget formulation, they have not consulted with
all cognizant congressional committees with a veiw toward
developing common planning and budgeting categories for use
in both authorizing and appropriation actions. There is a
risk that different committees will emphasize and act upon
different categories, resulting in added paperwork, expense,
and confusion.

DOI'S HERITAGE CONSERVATION AND
RECREATION SERVICE PLANNING

Planning-related activities for the Heritage Conser-
vation and Recreational Service's (HCRS) "Federal" program
budget requests occur both within HCRS and in the four
participating Federal agencies that actually expend the
funds of the program. The planning is mostly decentralized
and focused within the four participating agencies, and
occurs in the absence of an overall, multiyear land acquisi-
tion plan {(for recreation and wildlife refuges) that, based
upon a comprehensive needs assessment, sets priorities on
geographic areas and the kinds of land (national park,
forest, wildlife refuge, etc.) to be acquired.

Such priorities are not to be confused with the
existing priority ranking system discussed later. However,
in recognition of this planning need, HCRS is taking sonme
steps which may lead to the development of such a plan.

HCRS's limited role in the
"Federal" program

In the "Federal” program funded by congressional
appropriations from the Interior Department’'s "Land and
Water Conservation Fund,” 1/ the HCRS is responsible for
coordinating the development of the President's annual
budget request. The reguest covers the funds to be allo-
cated to four participating Federal agencies (not including
HRCS) fonr their use in acquiring land for recreational and
wildlife refuge purposes. HCRS itself does not acquire or
administer the land. The participating agencies are the

1/A "special" fund into which are deposited rpcoxp+¢ from
off-shore oil leases and other revenue producing activities.
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Interior Department's National Park Service, Fish and
Wildlife Service, and Puveauy of Land Management; and the
Department of Agriculture’s Forest Service.

In its capacity as coordinator for the "Federal” pro-
gram's budget formulation, HCRS issues certain budget pre-
paration quldmlinaw to the participating agencies (discussed

below), receives budget submissions from the agencies, and
functions as the staff of the interagency "Land and Water
Congervation Fund Policy Group,” a committee chaired by an

Interior Department official at the Deputy Assistant Secre-
tary level and comprised of representatives from the partic-
ipating agencies and HCRS, This committee makes the recom-
mendations on the land acquisitions to be submitted tc OMB,

o
3

The justification materials provided to the appropria-
tions committees concerning the annual budget reguest of the
"Federal” program identify how much the executive branch
is requesting for allocation to each participating agency,
and, within that figure, the allocation for each project to
be funded. The project-by-proiject feature of the annual bud-
get request reflects the close involvement of the Congress
in the program at the project level (the planning implica-
tions of this are discussed further on subseguent pages).
Most of the land purchases by the participating Federal
agencies are currentiy funded by the Congress on a
project-by~project basis for esach service, similar to the
procedure followed in funding Army Corps of Engineers public
works projects,

The projects making up the "Federal”™ program budget
request are based on geneval and “"specific" congressional
authority, Generally, the ﬁunb@r of projects based on
"specific" auvthority is higher than those based on general
authority, illustrating still further the extent nf congres-
zional involvenment. 1In some cases, these "specific" authori-
zations go so far as to dir@ct that the land purchases pe
made within a certain pericd of time. Officials of HCRS
stress that this heavy congressional involvement limits HCRS
discretion.

Separate planning in

the four
participating agenci

Each part LC]p&rlﬂg'ﬁiﬂHCVf irn the absence of an HCRS
"Federal"™ program acguisition plan, formulates its own
S—-year plan and priority ranking of projects for submission
to HCRS. These plans and prlma;;y rankings are designed
to supporet each agency’s mission. In addition, the four
agencies have 1ndwuend@ﬁr7y formulated, or are in the
process of formuliating internsl, det.;led fileg on each

S
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project {for use in planning}. These planning-related
sctivities within the agencies are briefly discussed below.

Each of the four services is required by HCRS to submit
a "Five Year Acguisition Plan.” A significant feature of
these plans is that they are statements of desired tracts
rather than "realistic" projections of year-by-year purchases
based upon recent and expected funding levels., For example,
when the National Park Service formulated its 1980 request
to HCRS, its plan projected buys for fiscal year 1980 of
$360 million, which was 100 percent of the expected "Federal”
program total to be shared by ali four agencies {the National
Park Service's appropriated allocation in 1979 was about $254
million, or 70 peraent).

More directly related to budget formulation is each
agency's annual pricrity ranking of its proposed land
acquisitions., In making its ranking, which is submitted
to HCRS as part of its budget reguest materials, each
agency is guided by certain HCRS guidelines. These require
the agency to assign weights to tracts based upon the
"criteria" of "degree of threat" to recreational and wild-
life needs from continued private ownership and control, 1/
and expected "price escalation” from postponed acquisition,
Furthermore, each agency is to modify its ranking by the
application, as appropriate, of certain "constraints” on
the setting of priorities, including the need to give
priority to projects in which the Congress had shown special
interest (e.g. "specific" authorizations). 2/

These guidelines are designed to permit each of the

four agencies to rank its own desired acquisitions accord-
ing to a standard set of criteria, i.e., "degree of threat,"
etc, However, it should be noted that these HCRS guidelines
do not constitute an HCRS plan that sets priorities for
purchases among different areas and kinds of land purchases--

paer]

1/"Degree of threat" for 1980 was comprised of nature of
threat, probability of an adverse occurrence within 2 years
(e.g. use of the land for private industrial construction
and activities), severity of impact, permanence ¢f change,
and cost of conversion,

2/0ther constraints included the need to give priority to
projects on which funds could be obligated in a timely
fashion (avoiding the buildup of unobligated balances),
and the need to maintain prograr continuity.
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e.q., purchases of forest land to expand existing national
forests in vthe West, compared with purchases to establish
new parks near large metropolitan areas in the EBast.

Additionally, each participating agency has either
implemented, or is in the process of starting, "planning”
for potential project entailing the development of agency-
specific, standardized information on the projects. How-
ever, the information is standardized only within each
agency's planning effort.

This file on each project, known variously as a
"composite plan,” "concept plan," or "land acquisition
plan,"” is o be used by agency officials in making their
priority rankings. It is expected that these "plansg”
will be revained in the agencies' field offices,

in summary, planning for the "Federal" program by the
participating agencies reflects the objectives and interests
of each service--not an overall "Federal" program land
acguisition plan. Furthermore, as discussed below, HCRS
itgelf does not have a national plan that sets priorities
within the nation's various recreation and wildlife refuge
needs,

Budgeting reflects historic trends
and cengressional desires

There has developed a pattern of relatively stable
percentage allocations to the participating agencies, in
the budget reqguests submitted to the Congress. Some of-
ficitals of the participating agencies perceive that the
regquest for the "Federal" program is being divided among
the agencies on a percentage basis. An HCRS official
believes that the new system HCRS is developing (see page 46)
should change the basic percentage allocations, even if
only marginally. The percentages are shown in table 1.

It is noted that over the past three fiscal years, the
percentage of the fund being reqguested for any one agency
has not varied by more than six percentage points (Forest
Service), Requests for both National Park Service and
the Bureau of Land Management have not varied by more than
one percentage point du;ing the same period.

Officials of HCRS minimize the influence of historic
allocations on annual budget formulation for the "Federal"
program, They state that the relatively stable percentage
allocations to the agencies reflects the relatively stable
capabilities of the agencies to efficiently absorb and
expend funds. Another factor leading to the consistently

24




APPENDIX IV APPENDIX IV

large percentage for the National Park Service is the fact
that many of the "specific” authorizations concern National

Park Service projects-~-such authorizations are given high
priority in budgeting.

Table 1
Each Agency's Percentage of

"Federal" Request 1in
President's Budget

Fish and Bureau of

National Park Forest wildlife Land
Piscal Year Service Service Service  Management
1980 1/ 60% 23% 10% 2%
1979 2/ 61 22 15 1
1978 60 28 1l 1

HCRS officials, in commenting on allocations to the
various agencies, stress the importance of the participating
agencies' rankings of prospective land acquisitions accord-
ing to the HCRS criteria of "degree of threat," price esca-
lation, and special constraints (see prior discussion), and
their own subseguent computerized development of an inte-
grated master ranking based upon the same criteria. 3/

HCRS officials state that the master ranking 1arQG]v “deter-
mines the HCRS recommended allocation to the agencies,

1/Does not add to 100 percent because of a supplemental
request of $12 million which would not go to any of the
four services.

2/Does not add to 100 percent due to rounding.

3/HCRS master ranking in 1980 used the same criteria as it
structed the four agencies to use. The major difference
between the agency lists and the master ranking was that
only the latter had weights assigned to the priority
criteria by HCRS. However, in 1980, the HCRS master rank-
ing produced only minor changes in the agency rankings
and was essentially duplicative.
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although "management judgement” is applied in some cases to
modify the ranking and affect the inclusion or exclusion of
projects. 1/

HCRS itself recognizes the need
for an overall Federal land
acquisition plan

Officials at HCRS state that they do not have, but
hope to move in the direction of developing a recreation and
wildlife refuge land acquisition plan that, based upon a
comprehensive needs assessment, sets priorities among com-
peting needs (need for forests, refuges, etc.}), and can
use to recommend budget priorities among the requirements
of the four agencies. HCRS staff stated that even though
this kind of land acquisition plan is desirable, they cur-
rently lack the resources and staff required for its devel-
opment. Consequently, their planning efforts have been
limited until recently to the development of the more
limited priority ranking system discussed earlier ("degree
of threat," etc.)

Recently, HCRS officials undertook two new steps to
improve or further develop their planning. First, HCRS
is designing an information system which will permit an
orderly documentation of facts on proposed projects from
all of the four agencies. These files, which will be
reviewed at various stages, should contain most., if not
all of the information presently being collected by the
agencies in their composite and concept plans. The new
system will be a series of files on each project. With
this information, HCRS hopes to have all the details it
deems necessary to make recommendations more independently
of the four agencies on which specific projects should be
funded.

The second new step taken by HCRS is the first annual
action program contained in the third Nationwide Outdoor
Recreation Plan (NORP), lissued in December 1979. The NORP
is described as being part of a "new continuous planning

1/0ur work shows that the "Federal” program budget request
as submitted to levels above HCRS was for the most part
the same as the master ranking. However, subsequent to
that submission was the firm dellar guidance from OMB
limiting the fund to $610 million and the passage of
the Omnibus Parks Bill, making it difficult for us to
determine the ultimate significance of the master rank-
ing upon the final outcome of the budyet request.
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process™ and is dirvected at outdoor recreation needs at a
government-wide level. The action program is designed to
"nighlight priority contemporary issues,” one of which is
Federal land acguisition. Although this program discusses
briefly a new planning and decisionmaking process and
development of a policy statement for Federal land acquisi-
tion, the nature of the program document is at too general
level to be suitable for setting land acguisition goals
among the four agencies’ competing demands on the fund.

"Federal" program land acquisition plan based upon a broad
assessment of the kinds of land acguisitions that would
best serve the outdoor recreation and wildlife refuge
needs of the country's various geographic and population
areas. Without such a plan, there i1s no way for the Con-
gress or the executive to know which budget actions would
produce the maximum benefits for the nation,

Such a plan would have to be flexible and subject to
periodic modification to reflect changing conditions and
funding availability, as well as congressional actions.

Conclusions

In the Heritage Conservation and Recreation Service,
there is need for an overall plan that, based upon con-
gressional actions and a general assessment of land acgui-
sition needs in the "Federal®™ program, identifies priorities
on the geographic areas and kinds of land (national parks,
forests, erc.,) to be acquired. 1In the absence ¢f such a
plan, there is no basis for knowing whether the "Federal”
program’s acguisitions best serve the country's outdoor
recreation and wildlife refuge needs.

Officials of HCRS hope to move in the direction of
such planning, but state that they don't have the required
staff resources, and have doubts about the usefulness of
more planning for such a "highly political" program. We
believe that improved planning is needed and consistent
with continued congressionzsl project-specific authoriza-
tions and funding actions.

HEW's HEALTH CARE FINANCING.
ADMINISTRATION PLANNING

According to some HEW officials, National Health Insur-
ance and its planned implementation could be considered the
long-range pian. The Medicare benefit payments budget is
reviewed within thig context. An example of this review
concerned HCFA's proposed legislative initiative for a

ey
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prescription drug benefit for Medicare. This initiative was
not accepted by HEW's Office of the Secretary because the
National Health Insurance first phase does not include a
prescription drug benefif, and the cost was too high in
light of fhe tight budget.

Beyond this, HCFA and the Office of the Secretary
conducted several ad hoc planning efforts during the fiscal
year 1980 budget formulation cycle that affected Medicare
benefit payments., At HCFA these ad hoc efforts included
an early "Legislative Strategy Paper” and a later legisla-
tive submiszion to the Office of the Secretary.

The Legislative Strategy Paper was prepared in the
beginning of the budget formulation cycle at the request
of the HEW Secretary. It outlined broad proposals with
budgetary ramifications in the areas of program eligibility
and benefits, reimbursement reform, financing, program
management and administration, and delivery system reform.
For example, one such proposal was to "examine the feasi-
bility of including currently ineligible groups under
Medicare.” Several months later, the 1980 budget included a
$27 million legislative initiative to eliminate the addi-
tional 24-month waiting period for Medicare coverage for re-
entitled disabled individuals.

Later in the budget formulation cycle, HCFA prepared for
the Office of the Secretary a legislative submission that
included papers on physician reimbursement, Medicaid eligi-
bility and benefits, and drug coverage under Medicare and
Medicaid. This legislative submission also identified
legislative amendments, some of which would affect Medicare
benefit payment levels (whether increases or decreases). 1/
For example, one legislative amendment was "to increase the
rate of Medicare program payment for outpatient psychiatric
services." Several months later, the 1980 budget included
this $22 million legislative initiative.

Although legislative initiatives can originate anywhere
in HEW, the largest initiaztives are constructed at the Office
of the Secretary level. Examples of such initiatives in-
clude National Health Insurance, Welfare Reform, and Hospital
Cost Containment. For example, the 1980 budget included

1/as discussed more in Appendix VI and Appendix VIII, the
budget action in Medicare centers on legislative cost
savings proposals thar would increase or decrease the
costs in this entitlement program. BRudget estimates on
the current law base program are actuarial projections,

s
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Hospital Cost Coentainment, a $1.5 billion legislative cost
saving proposal.

Additionally, the HEW Secretary directed a number of
ad hoc planning efforts at the 0ffice of the Secvetary level.
The most significant of these were nine major legisiative
initiatives task forces. These task forces were indeper
from the existing budget system and pulled together staifsg
across the department. The topics reflected the Secre
and Under Secretary's priorities in new areas they want
to be studied. The importance of these task forces was
evidenced by their formal review by the Under Secretary and
by the Secretary specifying their coordination with the
budget and legislative submissions to the Office of the
Secretary. One of these task forces prepared a malpractice
insurance study that resulted in a proposed regulation that
would base Medicare reimbursements for hospital malpractice
insurance premiums upon the actual experience of Federal
beneficiaries, rather than on their rate of utilization
of hospital services. Several months later, the 1980 budget
included this $270 million regulatecry saving.

HEW'S OFFICE OF EDUCATION PLANNING

The planning in the Office of Educaticn that came to
bear on the 1980 reguest for the grants for the disadvan-
taged program included development of a series of issue
papers discussed at a l-day retreat that included officials
from the administering Bureau of Elementary and Secondary
Education, and later at a 3-day retreat at which the entire
Office of Education budget was consildered by Office of
Education officials. The papers covered such matters as:

--developing guidelines for moving the program into
the upper elementary and high school levels;

~--a policy statement to prevent use of the funds to
serve gifted and talented children;

~—-an evaluation report noting that 34 percent of the
children in the program are neither educationally
nor economically deprived;

-~-developing a per-pupil cost on which future allioca-
tions to local education agencies would be based;

authorized funding; and
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--need for a plan Lo work in cooperation with the
avaluation office to conduct a study of nonpublic
school participation.

Executive branch officials stated that the papers
are best seen as alds to short-term budget strategy
development. They pointed cut that Office of Education
programs are highly political, and that planning for the
programs is heavily affected by political realities.

Officials further stated that it is not surprising that
there has been little formal multiyear planning--i.e. compre-
hensive plans that set budget priorities among programs over
several years--for Office of Education programs, given the
fact that the Federal share of nationwide educational expend-
iture has been only about 8 percent of the total, and the
Federal Government is not respnsible for the operation of
educational programs at the State and local levels. This
contrasts to the military programs in the Defense Department,
and land management programs in the Interior Department,
where the Federal Government has the exclusive or dominant
role.

Cfficials further noted that the need for formal multi-
year planning in grants for the disadvantaged is diminished
by the fact that the program can be conducted on a l-year-at-
a~time basis. There are noe out-year implications to be con-
sidered, as would be the case in a continuing program of DOD
operation and maintenance.

Finally, the "hold-harmless” provision of the author-
izing legislation, requiring funding each year at no less
than 85 percent of the previous year's level, and the
statutory entitlement formula governing the distribution
of funds to the States, both decrease Administration flexi-
bility, in the program and perhape act as disincentives to
thorough planning.

There are, however, planning exercises that develop
education legislative proposals with multiyear budget conse-
quences. The HEW Office of the Becretary asked the Office
of Rducation to submit a "Legislative Strategy Paper” out-
lining proposed changes to various pieces of education
legislation that would have budgetary consequences for fis-

cal year 1980 and beyond. Additionally, at the HEW depart-
mental level, there was a leglisglative initlative task force

study that addressed similar matters for higher education
programs for #Y 1980 and bevond. Elementary and secondary
gduction programs {(including grants for the disadvantaged)

had earlier been given similar treatment for fiscal
year 1979 on,
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AIR FORCE AND ARMY PLANNING

The budget formulation proce s we studied in the
armny and the Alr Forces involved the most syst cematic effort

to link budgeting to planning., The mWﬂfalx process, known
as a "planning, @rwgrammi:g and hucge'*mq“ {PPB, or PPRS},
was instituted in 19&L. 1 ‘vices have incorporated
zero~pased budgeting proced into th& exjisting PPBES
processes,

PPES was established by DOD as a Department-wide pro-
cess 1/ for projecting more than 1 year into the future. An
important facet FPBS is the systematic study cf objectives
and alternative ways of achieving them, of future environ-
ments, and of contingencies and how to respond to them., The
three phwmwﬂ of PPBS reflect three areas of emphasis: to
develop strategy (planning), to construct an organized imple-
mentation of that strategy which is compatible with fiscal
reality (programming), and no place specific costs, by appro-
priation account, on each facet of the implementation
{(budgeting).

The planning phase of FPPBS

"planning” forms the basis for assessing broad defense
resources needed to meet the military threat to the United
States and its allies. Trddxtiona} military planning
proceeds within the Joint Strategic Planning System (JSPS)
under the aegis of the Joint Chilefs of Stvaff.

The Joint Strategic Planning System ils a continuous
process resulting in a series of planning documents covering
periods up to 10 years. The focal point of the planning
system, the Joint Straztegic Planning Document, gives a com-
prehensive military appraisal of military threat to the
United States and proposes military strategy for attaining
national military goals. The document also includes planning
force 2/ levels necessary to execute approved strategy with
a "reagonable assurance” of success,

The programming phase of PPBES

"programming” is intended to translate plans into a more

specific B-year progranm foy acguiring the needed manpower,

ach service has
its own needs.

f

Ve WOTR

1/Within the ﬂvmr@1? PPRS
modified specific elemen

2/Force military strength, in numbers.
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material, training readiness, etc. Cost estimates are iden-
tified for the various program components. Programming is a
rolling process in which there are periodic programming deci-
sions during each year.

The major annual programming document in each service is
the Program Objective Memorandum (POM), which discusses pro-
gramming questions and specifies detailed program objectives,
or "issues," under alternative fiscal and other constraints,
Included are programming objectives and associated cost esti-
mates for the coming fiscal year. For example, an Army PCOM
might contain a schedule and dollar amounts for mechanizing
a certain number of infantry battalions.

A related document is DOD's Five Year Defense Program
document, which alsc shows programmed amounts for the coming
fiscal year plus each of four out-years. This is updated
three times a vear reflecting various decision points in the
overall DOD PPBS cycle. 1/

The budgeting phase of PPBS

"Budgeting® under PPBS expresses needed manpower and
dollars requirements categorized by congressional appropria-
tion, giving emphasis to the first year of the approved
5-year program. The formats are different than those
required by the POM process. The budget phase in DOD begins
with the development of service budget estimates, continues
through a joint review 2/ of the estimates hy 0OSD and by
OMB, and culminates in the transmission of the President's
budget to the Congress. Annual budget formulation is a
refinement and recategorization of cost estimates devel-
oped during the programming phase.

Refinement is partially necessary because command 3/
budget estimates are prepared prior to final programming

l/Updates occur each year with (1) igsuance of the Pregi-
ent's budget, {(2) submission of the services POM's to
the Secretarial level {around May), and (23) submission
of the services' pbudgets to the Secretarial level {around
October ),

2/Each service's budget is simultaneously submitted to
0SD and OME. In joint meetings, both agencies review
and analyze the services' budget estimates,

3/Command is an intermediate organizational level between
the service headquarters and a post or base.

(&1
o
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decisicns., Other refinement results from higher level
review. Recaregorization Il necessary becausgse the services
initially develop their budgets in termz of issues which
often cut across more than one appropriation account (e.q.,
operations and maintenance, procurement) and conversion is
necessary to associate the amounts with the detailed
appropriaticon account roll-up structure and formats of the
Office of the Secretary of Defense's (0SD) and Presdient's
budget.

As budget estimates are formulated and reviewed by
higher levels, the budget review is primarily intended to
be a "scrub"-~~that is, & repricing and feasibility review.
Realistically, the budget review occasionally alters prior
pregramming decisions.

PPBS is continuous and involves all levels

PPRS is a very comprehensive and complex system, One
complete cycle includes more than 30 major events {(e.g.,
the issuance of service POM each May) and involves all or-
ganizational levels from CMB to the numerous majcr commands
and installations. There is much interaction between all
levels with guidance and decisions going down to lower
levels and requirements, estimates, and appeals flowing up.

For example, early in ezsach annual cycle, commands and
installations prepare program and/or budget input based on
the decisions at the end of the previcus cycle. From this

input submitted by lower levels, plus higher level (SD
guidance, each service develops its annual POM. O0SD final
programming decisions are likewise based on the services'
POMs and their subsequent appeals to 0SD tentative decisions.
Such interactions alse exist during the budget phase.

Service budget submissions reflect inputs from lower levels
and the 08D level, while 08D decisions in turn sometimes
reflect service appeals.

Complicating the PPBS process is the fact that events
are repeated on an annual basis and cover more than one
fiscal year at a time. For ezzmple, the annual POM covers
5 years,

This well developed interative PPRS cvcle permits the
services to develop program budget estimates, at subappro-
priation account levels of detail, many months (even years)
prior to submission of the President's budget f£o the
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Congress. For example, program budget estimates for fiscal
year 1980 were developed and published as early as calendar
yvear 1974 as part of that year's Five Year Defense Program
updates. 1/ In none of our non-DOD case study programs

is there a similar rolling system for regularly making
detailed budget estimates years in advance of final incor-

poration into the President's budget.

The high degree to which some early estimates for 1980
resembled the final amounts contained in the President's
budget may be seen in table 2, which tracks the Air Force
and Army case study program amounts at various points within
the PPBS cycle. There may have been more fluctuation in
amounts for parts of the programs; and this pattern of
little change may not be typical of that seen in other years.

1/In each succeeding year these requirements were considered
and refined as program and cost data were more accurately
defined. The final decisions for the fiscal year 1980
budget submission were made in calendar year 1978.

54
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Table 2

Air Force and Army General Purpose Forces
Operation and Maintenance Budget Estimates for
Fiscal Year 1980

(dellars in millions)

Air Force Army
October 1977, service's $1,506 53,445
1979 budget submission
to DOD
January 1978, President's 1,856 3,184
budget for 1979
May 1978, service's 1,959 3,390
programming submission
to DCD
October 1978, service's 1,975 3,505
1980 budget submissicn
to DOD
January 1979, President's 1,850 3,211

budger for 1980

Note: These figures were extracted from the Five Year
Defense Program updates at the times indicated.
These updates generally reflect the documents
indicated, but occur up to a month later and in
some instances vary slightly.

Some observaticns on PPBS
in the DOD case study programs

Although we could not within the limits of this review
evaluate the operation of PPBS in the Air Force and Army
case study programs, we noted some matters of possible
interest to the Congress. These illustrate the complexities
and some difficulties in PPBS.

The transformation process

DOD initially builds its budget in categories that are
often not the appropriation account categories used in pre-
senting the budget to the Congess. The varying categories
reflect the differing perspectives or needs of the Defense
Department and the Congress. The services make decisions
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on "program alternatives” that may cut across mere than one
DOD major defense program {e.g., "General Purpose Force,"
"Strategic Forces" etc. 1/) and congressicnal appropriation
account (e.g. "Alrcraft Procurement, Army;" "Operation and
Maintenance, Army" 2/). A program alternative might

be the addition of a specific number of Army maneuver bat-
taiions. Cost estimates which are developed for each alter-
native include all aspects of implementation—--procuring
equipment, operating eqguipment, paying personnel, etc.

The Congress, howaver, uses budget amounts and infor-
mation segmented by appropriation account. Additionally,
the budget reviews conducted by 0SD and OMB include consider-
ation of the budget requests on an appropriation basis. This
means that there must be a process of transforming dollar
anmcunts (including requests) from program alternatives to
appropriation accounts, and vice versa. This is a complex
process with certain potential difficulties., The inter-
relationships are illustrated in figure 8§,

Decisions made for one appropriation could have an
extensive rippling effect. For example, a decrease in an
appropriation account total could lead to the development
cf new alternatives and, in turn, impact other appropria-
tions. The potential rippling effects of decisions must be
determined and assessed.

Two studles have recognized the difficulties resulting
from the use of dissimilar categories, A Rand Corporation
study noted that decisions made in categories which cut
across DOD program lines mean potential disruption of the
budgeting system. A recent study by Arthur Young and Com-
pany reccmmended that the Army attempt to obtain congres-
sional approval to make the appropriation structure more
compatible with the Army's decisionmaking categories.

1/There are 10 such programs. See figure 8 for more
examples.

2/Each service's several appropriation accounts cover pro-
curement {several accounts), operation and maintenance
(three accounts), research, development, test and evalua-
tion (one account), eto.
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Potential existe for

An important part of PPBS is the participation of lower
organizational levels. Generally, this means that the lower
levels define theilr program requirements within broad dollar
and procedural guidance. However, as more participants are
used, the time required for a complete cvcle expands.
Currently, this expansion is such that annual cycles over-
lap, requiring lower levels to base their Input on tentative
guidance. Such input mayv be of limited use.

Army commands, for example, submit their operation

and maintenance program reguirements in February. 1/ These
may not reflect OSD's programming guidance provided

in March, or changes at tl LI of the Army level,

and thus may be of limited ness at times, For example,
the Army FORECOM's fiscal ye 1980 programming input was of
limited use because of (among other matters--see appendix
111y a document formatting change at the Department of the
Army level. Army headqusrters ed & new ZBB programming
document format in January 3 when FORSCOM's input was

was already substantially prepared in an incompatible for-
mat. A similar potential for change exists when the instal-
laticons and commands prepare thelir budget submissions.

Al
earlier
Decenmber .,
earlier than in the Army,
draft OSD guidance., Budge
are forwarded to the commands
draft OSD guidance. The pot
for lower level submiss]
For example, the 1

provided even
mmand briefings in
similarly are submitted
2/ and reflect only
o from the bases
o January, orior to even
31 existy, therefore,
to be of limited usefulness.
! Command {TAC) did not use the
fiscal year 1980 basze submissions, except for the
impact statements for so miner costs, partly because of
certain incongruities wich dollar amounts in later O8SD
guidance.

ram input s
ing with

l/Changes to the process for fiscal year 1981 included
dividing the programming input into two submissions, one
in January 1979 and one in March 1879,

2/The Arnmy's FORSCOM submitted its budget for 1980 in
July 1978,
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The DOD process is very complex, involving many organi-
zations, actvities, and billions of dollars. Thus, it
requires an extraordinary investment of time and effort to
build a budget with field participation. However, by
allowing the necessary time, for field involvement, field
input must be based on tentative decisions. The more that
later final decisions differ, the less use can be made of
field input.



APPENDIR WV APPENDIX V¥

ZERO~BASE BUDGETING

SUMMARY
~-~Zero-base budgeting (ZBB) was first used by the

Federal Government in fiscal year 1979. ZBB has
led to increased cost for formulating the budget
with very few dramatic achievements as a result

of the increased expenditure.

~=Agency actions to streamline zerc-base budgeting
{Z27zB) procedures are occurring and are to be
strongly encouraged. This should allow agencies
to give greater emphasis to needed analysis. Our
case study work observed two key methods of
streamlining: use of percentage-based "minimum"”
levels, and use of "cores" in ZBB rankings. Under
these modifications there could be inadeguate
analysis of program priorities and funding altern-
atives unless a special effort is made to subject
the affected programs to detailed analysis every
few years, Such analysis is needed under any
budget system. The Office of Management and Budget
{OMB}) should have a role in selecting the programs
for detailed review.

~-~Ranking required by ZBB is generally seen as one
of the most beneficial aspects of ZBB application.
Many of the c¢ritical remarks related to the paperwork
intensive approach to ZBB brought about by toco
ruch detail. Higher levels in many of the case
studies were not satisfied with the mass of detall
created by the system, either, because it did not
help them in their analysis or decisionmaking.

BB IS5 SUPPOSEDR TO DIFFER
FROM "INCREIMENTAL" BUDCGETING

As described in literature on the subject, ZBEB is
supposed to involve a fundamentally new way of budget
formulation, one that will help identify potential cost
savings or reallocations more readily than traditional
"incremental” budgeting. In incremental bhudgeting, last
vear's budget (i.e., the "base") was not normally reviewed
in depth; rather, the attention was focused on the narrow
range of increases or decreases from the base (i.e., the
"margin"}.

In contrast, the thecory behind 2BR is that the base
should be opened for review, thereby starting from a "zero

650
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base." Decisionmakersg are not to assume continuation of
ongoing programs or incremental growth for those programs.
Through the key ZBRB mechanism of requiring budget submissions
from lower levels to include analyses of alternative levels
of funding for programs, such as "minimum,” "current,” and
"enhanced" levels, ZBB ls supposed to systematically force
considerations of alternative levels of funding (whether
increases or decreases) within programs as well as possible
areas to reallocate rescurces among programs.

PRESIDENT CARTER INTRODUCED ZBB

President Jimmy Carter introduced ZBB into the Federal
Government as the result of his experiences with ZBB as
Governor of Georgla, where he established a ZBB process. In
his descriptions of ZBB, Mr. Carter made it clear that the
chief aim of ZBB is the achievement of cost savings, or at
least the rechanneling of dollars into more effective pro-
grams. He described the introcduction of ZBB into Georgia in
the following words:

"As was the case with almost every government,
the only analyses of funding requests [before ZBB]
were those for new or expanded programe. No method
existed for the analysis on an equal basis for old
and perhaps obsolete programs which had been en-
sconced within the governmental bureaucracy years
ago. The cost of new programs consisted of just a
small portion of total expenditures., Orice a bureau-
cratic entity had been established, it was almost
immune from later scrutiny. Often these agencies
would either grow like cancers or retreat into gelf-
perpetuating obscurity.

We changed all of this in my state and devised
a procedure whereby the future budgets would start
from scratch--at zerc. It meant chopping the state
government up into individual functions, and ana-
lyzing each service delivery system annually, regard-
less of whether it was fifty years old or a brand
new proposal for a future program. 1/

1/Jimmy Carter, Why Not the Best? Broadman Press (Nashville,
Tenn.: 1975}, p. 127.
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Elsewhere, he described in similar terms his Georgia
administration's use of ZBB:

"[We made] sure that innovative programs {(were)
given equal opportunity to compete for scarce re-
sources with existing programs, and we [maintained]
a constant analysis of existing programs and of
proposed programs to insure effectiveness. This
process has saved the State and the pecple of
Georgia a tremendous amount of money. It has also
improved the quality of services delivered." 1/

The President asked each Federal agency in PFebruary
1977, to develop its fiscal year 1979 budget using ZBB. In
his memorandum to agency heads, Mr. Carter stated that ZBB
would * * ¥

"Focus the budget process on a comprehensive analysis
of objectives and needs.

Cause managers to evaluate in detail the cost effec-
tiveness of their operations.

Expand management participation in planning and budget-
ing at all levels of the Federal Government.," 2/

Public expectations have been high concerning expected
ZBB benefits. However, the results to date of early ZBB
applications in the Federal Government indicate that con-
tinued efforts are needed to optimize ZBB benefits and
reduce its costs.

SOME EARLY PROBLEMS WITH ZBB

Our 1979 report on ZBB, "Streamlining Zero-Base Budget-
ing Will Benefit Decisionmaking”" (PAD-79-45) noted that in
selected governmental and private organizatiocns, ZBB con-
cepts were hastily applied creating rigid and mechanical

1/Jimmy Carter, "Natural Resocurce Management: A Governor's
Perspective," Perspective In Natural Rescurce Management,
Occasional Papers, Indiana University School of Public
and Environmental Affairs {Bloomington, Indiana, 1975},
pp. 1-2.

2/Jimmy Carter, "Memorandum for Heads of Executive Depart-
ments and Agencies,” (Washington, D.C., February 14, 1977)
p.- 1.
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processes. This led to gaps between expectations and
results, duplication of effort, generation of useless paper-
work and data, lack of incentive to cut waste, and frustra-
tions created by having few visible results to show for the
resources committed. In such cases the particular applica-
tions of ZBB Led to an increase in the cost and amount of
time it usually took the organizations to formulate their
pudgets.

Our report also noted, however, that some organizations
have successfully applied ZBB concept where * * *

-~-a real organizational need exists which ZBB can ful-
fill

--5killful streamlining and modification of ZBB takes
place (the plan used in implementing ZBB is tailored
te fit the needs of the organization); and

~-there is careful timing of planning, budgeting, and
reassessment.

Our work shows that the same sort of utilization prob-
lems covered in our earlier report remain in some of our
case study agencies. We still believe ZBB concepts are
valid if applied correctly. Especially important is the
need for streamlining the ZBB process and making appropriate
adaptations. Some of the problems and comparisons discussed
below relate to technical aspects of implementing ZBB.
Therefore, a brief description of the mechanics of ZBB
operations 1is appropriate.

ZBB PROCEDURES ARE DESIGNED TO FORCE
SETTING PRIORITIES AND CONSIDERATION
OF ALTERNATIVE FUNDING LEVELS

The mechanics of a basic ZBB process are designed to
force managers to do a more complete analysis of all pro-
gram aspects under their control. The mechanics of the pro-~
cess differ from incremental budgeting because consideration
must be given to lower as well as higher spending levels for
all activities. BAs shown in figure 9, the process involves
several steps. 1/

1/Figure 9 portrays the ZBB model as portrayed in literature.
Our case studies varied regarding how closely they approx-
imated in detail this model.

o
s
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Figure 9
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7BB as Portrayed in the Literature a/
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First, the activities of the organization are 1dmnt1w

fied. These activities are usually referred to as
units. For example, a decision unit could be a prog

poﬁ@nf such the 1ﬁqvlar grants portion of the Gf
Education' LT sadvantaged program.
cussed later in th¢ Chapter, the level of detall chosen for
develcoping de 'n units varied among our case studies., If
the level of detail is too low, it may result in excessive

paperwork and review, Ancther pmob]em that may occur 1s the
deveiopment of the ZBB decision unit categories that differ
from the budget categoreis used in the materials presented

to the Congress, leading to increased effort and expens

Second, several decision packages for each decision
unit are prepared.

Decision packages contain dollar amounts and ezplana
tory narratives on:

~-alternative levels of effort and spending to carry
out the activity (decision unit), usually stated
in terms of "minimum,” "current,” and "enhanced"
levels of spending,

--the goals or objectives of the activity,

-~-the consequences of not performing the activity, and

--alternative ways of doing the activity.
As with the level of detail for decision units, the level
of detail included in decision packages can also cause
paperwork problems. Information can be included, such as

minimum levels which are mechanically derived, which does
not help in meeting ZBB's aimg for better analysis,

Once decision packages have been prepared, a ra
process takes place in which decision packages are liste
in order of importance, with cumulative dollar totals. 8o,
parts of a decision unit usually appear more than once in
an overall ranking. As shown in figure 10, completed deci-
sion packages should be ranked initially by the lower
decision unit manager. At higher management levels, the
rankings cof each subordinate manager are reviewed and formed
into a consolidated ranking. The ranking shows the relative
priority that discrete increments of decision packages (e.g.,
minimum, current, and enhanced) have 1in relation to ingcre-
ments of other decision units.




Figure 10

Decision Package Ranking and Consolidation Process lilustrated
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thm
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at, the bﬂﬁtmmw
organization is
ranking, and &
not proposed

~his ranking process, top priority activities
the list @ lowest ranked ones
ﬁi”n recuest of the
o line i3 drawn in the
“311 helow the line are

for fu

A ZBE fea*ure supprosedly conty iha? g to better analysis
and cost savings or reallocati 15 h@ ZBR emphasis on
lowar level involvement 11 budget frrmWijxﬂn. hceording to
BB theory, the by o © ideas on where
improvements can cks or expansions,
lie at lower vatr in the organization.

CASE STUDY WORK SHOWS MIXED

MENTS, BUT INCREASED COSTS,

Tse of ZBE i% stikl evolving and, as stated previously,
GAQ encourages ada rions to the specific neﬁd of depart-
mental maragers., g5e study work we found certain
BB conce ;s and ¢ to pe helpful in budget formula
tion, especially the cematic analysis of ;togr&m priori-
ties and alrternative funding levels, At the same time,
however, 7BB often led te increased budget development costs
with limited benefits in certain areas.

Little or no reordering

A reovdering of budger priorivies isg supposedly easier
under 28R because all programs and activities are regularly
analyzed and priovitized Lesn effective ltems are more
readily identifisd biected to termination or budget
cuts. OQuv study th“ however, that in selected DOD, HEW,
and DO1 are; g but not vws*xlriwd to the 10 case

w,

5,
& !JV"Z\ Tudin

study programs L/), ZBB-bhaged not proposed more

short—term changes in budget pric 25 at certain levels

than was the case with prior @ wnwVEB oudgets,

nudget submissicns,
in budget
and 1980 budgets,

Ve m*un} afr*ﬁ vruﬁ degree to
a non-i year, ; 1 short- ‘
priorities, m%ah ?M% ugq*hw o which

i/Refer to foatnotes in table 3 for the scope of coverage,
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prepared under ZBB, 1/ proposed changes. 1In measuring pro-
posed changes in the 1978 budget, 2/ we first ranked the
selected appropriation account "activities" (see table 3
footnotes) according to their 1977 funding levels, and then
ranked them again as they would be affected by the President's
budget proposals. A coefficient 3/ was computed to express
the degree to which the two ranking factors were the same or
different. A score of "1" indicated that the rankings were
the same (no changes in priorities were proposed), and a
score of "-1" indicated a total reversal of priorities.
Similar ccefficients were computed for 1979 and 198C
propasals.

If ZBR was operating to change immediate priorities
among activities, we would expect to see fluctuations--
"budget turbulence"--in activity rankings from year to year.
As illustrated in table 3, the coefficients comparing the
degree of budget turbulence indicated considerable stability
before and after ZBB was implemented. 4/ Priorities
(rankings) did not significantly change over time, even
though the ZBB process forced its users to develop and con-
sider more funding alternatives.

We found that recrderings of budget priorities and
cther results cannot be attributed solely to a budget devel-
opment process. In the case of HEW's Office of Education,
for example, outcomes under ZBB were even more stable than
the last year of "incremental" budgeting. The greater
changes in 1980 can partly be accounted for by the reauthor-
ization ¢f the Elementary and Secondary Education Act, major

1/The use of ZBB for fiscal year 1979 in DOD was less exten-
sive than was the case for fiscal year 198C. The fiscal
year 1980 DOD budget was the first one developed with full
field participation for the entire cycle.

2/The Carter revised budget was used for fiscal year 1978
to minimize turbulence caused by the change in adminis-
trations.

3/We used the Spearman rank order correlaticn coefficient.

4/We ranked activities within selected accounts only, and do
not know the degree of budget stability or instability
which may have occurred in other or more detailed budget
categories. It is possible that more reordering of prior-
itles occurred in these latter categories (DOD program
alternatives, etc.).
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Table

it

Judget Turbulence in Case Selected Aooropriation
Account Activities

Figcal Year

Hon—433 733 733
1978 1979 1380
DOD Army a/ .993 .966 .384
DOI Bureau of Land .964 .750/.8938 ¢/ 1.00
“Managemnent b/
HEW Office of .945 L953 .913

Education 4/

a/We ranked 28 "activities" within the following accounts:
Operations and Maintenance; Procurement {Aircraft, Mis-
siles, Weapons and Tracked Compat Vehihle%, Anamnunition,
and Other): and Research, Develooment, Test and Svaluation.
Our general purpose forces operations and maintenance case
study was an activity in the Operations and Maintenance
account.

b/We ranked seven "activities” within the “anageaent of Lands
and Resaurc s account. Our range, cocal, fire management,
and emergency fire case studies were activities in this
account,

¢/The method of budgeting for the firefighting and rehabil-
itation projram was changed in fiscal year 1979 (discussed
in Appendix IV}. The change i3 not related to Z33. If
the change is not adjusted for, the coefficient is .750;
if the budget treatment for all years is held constant,
the ceoefficient 1s .898.

d/We ranked 19 "activities" in the Elementary ani 3econdary
Education and the digher FEducation accounts., Our Jrants
for the disadvantaged case study was an activity in the
Elementary and Secondary EBducation account.
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reforms of the student assistance program, and other factors
not directly related to ZBB. Furthermore, recrdering of

ZBB.

ZBB may help by bringing about better analysis and more
complete information for managers to make budget decisions,
whether or not priorities are greatly changed in the short
run. Some managers in most of the case study organizations
saw some analytical improvements resulting from ZBB. How-
aver, during our work, we noted some approaches that could
detract from ZBB's goal of providing better analysis and
more complete information for budget decisionmakers. We
shall note these in the following discussion of ZBB imple-
mentation in the case study programs. Some key differences
regarding ZBB among the case studies are illustrated in
table 4.

ZBB minimum levels

A matter faced by the case study departments was the
development of meaningful minimum levels for inclusion in
decision packages. The minimum level, according to OMB
instructions, is defined as the " * * * jevel below which
it 1s not feasible to continue the program, activity, or
entity because no constructive contribution can be made
toward fulfilling its objectives," (CMB Bulletin No. 77-9,
April 17, 1977).

Implementation of ZBB, however, sometimes led to a
modified approach where predetermined, percentage-based
"minimum® levels were used. In these instances, program and
budget officials were given, or adopted, fixed percentages
of current level spending in their "minimum” level amounts
for certain categories of budget activities. While we
encourage streamlining of ZBB procedures, and realize that
use of percentage guidance for development of minimum levels
can be viewed as a streamlining approach, we beliesve OMB
needs to monitor the extent of streamlining to prevent pos-
sible abuses, The use of such percentages, while easing the
task of preparing ZBB materials, does not require analyses
of what constitutes true minimum levels for those budget
categories--an analysis that is sometimes neaded.

The percentage approach did, however, permit analysis
and ranking of various amounts representing reduced funding
levels. It did not, therefore, prevent consideration of
alternative funding levels, including reductions.
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Table 4

Case Study Department Implementation of ZBB Varies

Field
Minimum Office
level use of
guidance ZBB Rankings
DOD:
Army Percent Yes Core program
not ranked
Air Force Percent Yes Core program
not ranked
DCI:
Bureau of Varies Varies Uncontrollables
Land consolidated
Management and ranked #1
Heritage Varies Varies Uncontrollables
Conserva- consolidated
tion and and ranked #1
Recreation
Service
HEW:
Health Current No Core ranked
Care level field
Financing only input
Adminstra-
tion
Office of Not per- No Core ranked
Education cent field

input
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We think that OMB moniteoring and action is needed to
insure that agency use of percentage-based minimum levels
does not seriously impair periodic consideration and
analysis of reduced funding levels, including real minimum
levels.

DOD used a percentage approach to develop minimum
levels for ZBBE submissions. The Qffice of the Secretary
of Defense provided guidance at three ZBB levels, stating
that the minimum level was to be derived by "decrementing”
5 percent from the "basic" (or programmed) level. 1/
This was a general "top-down" minimum level determination.
The services, however, allowed commands in some cases to
"decrement” by an even larger percentage. Our work at the
Army's FORSCOM in Atlanta disclosed FORSCOM use of a mini-
mum level for fiscal year 1980 involving a set 15 percent
"decrement” from the "basic" level. 2/ The increments above
either the "decremented® or "basic" Tevels were at the discre-
tion of managers as long as the total operations and mainte-
nance account (of which our general purpose forces operations
and maintenance case study was a part) minimum level was
15 percent below the "basic" level. A similar situation
existed in some DOY program categories {(not our case studies)
where there was top-down minimum level quidance on a percent-
age basis.

Based on fiscal vear 1979 experiences in which percent-
age guidance was used, HBEW decided not enough attention was
given to developing true minimum levels. Therefore, percent-
age guidelines were not given for fiscal year 1980. Also,
not all HEW decision units were assigned minimum levels.

For example, the Medicare benefit payments material con-
tained only the projected fiscal year 1980 need based upon

1/Minimum level guidance to the services was a total service
estimate only and not program specific. Air Force and
Army headquarters guidance to major commands was at the
appropriation account level only and not program specfic.

2/DOD did not use traditional %BB terminology {i.e.,
decision units, decision packages, minimum level, etc.).
According to DOD, PPBS provides logical and useful breaks
at program element and subprogram levels. The basic level
was defined as the Program Budget Guidance control level,
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current statutes and actuarial projecticns. Medicare bene-
fit payments are relatively uncontrollable because they are
based on statutcry entitlement provisions. 1/

Field office use of ZEB

The use of ZBE procedures for the fiscal years 1979 and
1980 kudget formulation cyvcles generally did not signifi=-
cantly expand the budget formulation roles of the first
level field offices in the case study programs. If the
principal field nffices did not make systematic and formal
program budget submissions before the introduction of ZEB,
they mostlv continued this inactive program budgeting role
under ZBB, This applied to the regional offices of DOI's
Heritsge Conservation and Recreation Service, and HEW'sg
Health Care Financing Administration {(and the predecessor
organization administering Medicare) where regional offices
have traditionally had no significant role in case study
program planning, management, and budget formulation.
Headguarters officials in these instances saw no need to
involve the regional offices in ZBB exercises on these
"narional"™ or "headquarters" programs (Medicare, etc.).

The Alr Force differed from the above examples in that
the introduccion of ZBB for the fiscal year 1978 cycle
coincided with the first use of major commands in the
budget development process. The Tactical Air Command (TAC)
gystematic development of a budget submission first occurred
for the fiscal year 1979 cycle, in ZBB format, and has been
continued since then. The TAC case illustrates that s budget
formulation role for a field office is most likely to occur
where the field has some program planning andé implementation
responsibilities,

A trend counter to that expected under ZBB occurred
concerning the Office of Education's regional offices. A
reorganization took place in 1978 that centralized program
planning, management, and budgeting responsibilities in
these areas. This reorganization coincided with the intro-
duction of ZBB in the Cffice of Education. The outcome was

1/However, the budget material of HEW reflected proposed
changes to the Medicare legislation that would change
benef it payment levels. Decision packages were not pre-
pared for legislative proposals but the effect of legis-
lative proposals on progran levels appeared in the ZEBR
rankings. The ZBR treatment of legislative cost savings
proposals is discussed further on page 75.

-
(5]
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that the regional offic
ities for submitting pa
material, and f“*dlh“d

and expense budget ¢
gquarters.

former vesponsibil-

- raguests and related

. function of making salaries
ey the Washington head-

Level of detail affects pavperwork burd

Generally, one of the most difficult ZBB items for
management 1s the balancing of information needed between
that desired and the smallest amount necessary. Reporting
has its burden. Used inefl wvely the ZBB process can at
times cause a nightmarish paper mill. T”L% is not only
detrimental to the ZBE goal of inproved analysis, but is
also a waste of resources, Tii be Pteventedm One kKey
to successful ZBB use 1s to re only essential informa-
tion, Thevre c¢an be different ancunts of information for
different types of programs.

A program which has just bee
during the reauthorization process, for example, =zhould not
have to be as extengively documented for ”PB a8 A DProgranm
which has not been reauthorized orv otherwise thoroughly
examined in years. There n be GUY“'liGdth declision units
and related decision packages for such programs, For example,
grants for the dl&ad"d?*dﬂ{ decision packages could have been
consonlidated or condensed somewhat for fiscal year 1980
because the program had been reauthorized in fiscal year 18%79.

extensively reviewed

What to include or exclude from ZBB rankings is another
facter which can affect t amcunt of paperwork and useful-
ness to managers nf the process, V?h%nﬁr to rank all
decision packages orv include ¥ . auq*mqafp "ocore®
important items which are o ardiegs of cone
straining policy varied amon 3de*m@nt

%J
o3

In our earlier report ., we noted that organiza-
tions which suca@\;f ted ZBB did not literally
start from zevro, : sumed a base of active-
ities necesgsary to carry an opervations, Thoses base, or core
progvams, were considerad . and not subject to inten-
sive veview. Once core : had been identified, it was
possible to decreass unt of documentation used to
support the budge:z justifications for those prograns,
pernaps by con@wﬂidatiﬂg ; anits and preparing fewer
decision packages. One native was to linit the number
of decision units and p‘m 5, and the size cof rankings,

by conzolidating "core" programs into a single unit., These

e

~3

B
“lT
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e important, onjoing programs which were expected to

e Funded ru“a:!luss o) xpected fiscal constraints, In

taiz way, yrvs were nore easily channeled toward focusing
e “ .mzlfxnn, analyzing urgent or maryinal

'L‘

907 and DOD Followed thne approach of iacluding in the
an ajirejate covering numerous core projrams. DOI
1dfively uncontrollable accounts (primarily
ariked receiots, trust funds and fixed payments).

sad, the Lxﬁht entry in the ranking was a consolidation
< s3e accounts and dstail was provided in an attachment.
H)l then ranked decision packages in priority order until
the 243 July szuildance was reached.

g

)g.,.. o~

and Aly Force rankings were simnilar t©o DOI's
ant core items were in the budget submission
ted entity and not ranked in the detail of
[OR=~COr e {w 13 which were expected to receive more scrutiny.
For @xaMylwﬂ at Army's FOR3COM the core concept was intro-
iuced to refine the metnodoloyy for program development.
Atral theme involwved identifying the least essentilal

ms in the FPive-Year Dof > Plan (FPYDP). After removal
af rthose items and 3880C: 1 resources from the FYDP, those
which C”ﬂJln“i were considered the basic core. Those items
remnoy e achiave the "decremeat23" funding level competed
for resources with the new iltens Jenerated by FORSCOM or
higher authority.

Hiw' s rankinq differed from DOI!
pecause OWMB rezguired HEW to rank all
for fiscal year 1980. 1/ Tnis differ

s or DOD's largely
decision packages
d Erwn 1979 practice

1/Another factor affecting HLW's ranking which is unigue to
T the HEW case study is the effect of lejislative cost sav-
Jﬂqs oroposals {discussed in appendix vI). These nroposed
to relatively uncontrolla ale entitlement prograas,
5 hospital cost containment’s effect on Medicare,
lower funding rﬂguirementa and therzfore appear in the
ranking as nejative entrisg., The subtraction of these
oroposals at several points within the ranking allows the
total

i5v reguest to avoreach the IOM2 guidance and then
subtractions are unade for lejislative cost savings pack-
ajes, Tnis allows dBEW to add nore decision packages
into tae oudget reguest to aporsach OMB juldance several
tines. Decisionmakers need to ve aware that ranking

5f leyislative cost savinjs oroposals affects comparison
of the ranking with juidance {or the "mark") received
from OM3 and higher departiaent authority.
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when HEW had a core consisting of high priority items which
were inciuded as a more aggregate entity within the ZEBEB
ranking., Added to this core were estimates for uncontrol-
lables assuming no legiszlative changes. In essence,
uncontrollables did not compete with controllables because
they were never ranked. In 1980, OMB required HEW to rank
all program decision packages, including uncontrollables,
Some controllable programs were ranked higher than uncon-
trollable programs. This had the advantage of taking the
uncontrcllables out of the untouchable area. This advantage
could still be retained under a core approach, however,
through a "rotating" ZBB schedule. Itens determined

to be part of a core could periodically be taken out of the
core {and perhaps ranked high in the margin) and subjected to
a comprehensive and detalled treatment. This treatment
could apply to all activities determined to be core items,
whether relatively controllable or uncontrollable. Core
programs could be analyzed fully on a rotating basis that
related vo periodic presidential or congressional reviews.

Uee of a core concept, similar to the use of percentage
minimum level guidance, i1s a streamlining technique which

: Lo be monitored by OMB to prevent abuse., 1t is pos-
for agencies to try to continue to put certain pro-
and activities in a core year after year to prevent
cting them to thorcugh ZBB analysis.

subje

Agency officials have nad mixed reactions

ZBR's perceived utility within the various levels of
maragenent differs, Positive comments were made regarding
the fact that the field had more input into the process
than experienced in the past., Higher level officials in
most of the case studies were generally pleased with the
pline required for managers to prioritize their pro-
grams for the ranking process,

Mary of the critical remarks related to the paperwerk
intensive approach to ZBB brought about by too much detail.
Soma officials interviewad saw ZBB only as a system that had
produced twice as much paperwork with very few results. All
they =aw was the increased workload coupled with the same
ald system of funding what you can with the money that is
appropriated. Higher levels in many of the case studies
were not satisfied with the mass of detail created by the
system, either, because it did not help them in their analy-
sie or decisionmaking. In some cases they argued that the
process was not always appropriate for their programs-~for
example, the Medicare entitlement case study and OE and
HCRS (State wide) case studies.,
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Increased cost under ZBB

Qur case study woerk found, in line with our eariler IBE
report's findings, that ZBE has led to more costly budget
preparation, Resources committed to the ZRB process re-
portedly are more than was so under previous budget pro-
cesses., This may partly be the result of ZBB emphasis on
more input into the process from all levels, ZBB demands
reqguire more time and staff to formulave the budget reguests
av various levels, Computer use sometimes has also increasec
as the result of these demands. This is especially true if
all the detail created is not used, complicates rather than
enhances decisionmaking, or has nc effect on decisionmaking.

Budger officials in all three case study departments
generally stated that there are sts associated
with 7ZBB, whether it be for additio : , overtime, or
increased computer use., For example, Army FORSCOM's 26 sud-
ordinate installations reported an average increase of
1,012 hours and $9,744 for preparing the ZBB portion of
just the base operationsg portions of their general purpo:
forces operations and maintenance budgets., FORCOM reporics
that its staff expended an additional 873 staff hours at an
incremental cost of about $11,000.

An increase in cost to prepare the budget in ZBB format
was also reported by the Air Force., Officials at TAC in
Norfolk stated that it took them about rtwice as much time to
prepare budget materials in ZBB format than it toock to
prepare budgets in previous years (TAC's budgsts in previous
vears were "execution” budgets prepared for funds allotted
to TAC). In addition, TAC officials stated that budget prep-
aration in ZBB format reguired so much time that they felt
it interfered somewhat with adeguately monitoring execution
of the current budget. 1/

ZBB CAN BE IMPROVED WITH STREAMLINING

Under such cilrcumstances it is understandable why there
is congiderable doubt among some officials regavrding ZBB's

usefulnesgs. Much could be corrected, however, 1f certai;
steps are taken to "streamline" the %BB process.

1/1t should be noted that some of the time diverted from
monitoring would be associated not simply to ZRBB, but
3ls0 to the new budget formulation rvole reguired of TaC.
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As we reported in our previous report on ZBB, its
ultimate success in the Federal Government will depend on
management's efforts to streamline the process to fit the
needs of the agencies, OMB, the President, and the Congress.
We believe steps need to be taken in our case study program
areas to streamline the ZBB prcocess. These steps could
reduce unnecessary costs and perhaps produce some of the
benefits of ZBB. The need to streamline the IBB process
has already been recognized and implemented by some of our
case study organizations. We encourage this trend to con-
tinue along with adeguate OMB monitoring of streamlining
to prevent possible abuses. We believe that addressing
gquestions like the following ones contributes to cutting
the unnecessary cost and paperwork burdens:

~--What constitutes meaningful minimum level guidance?
~--How much should budgeting be decentralized?

--At what level should decision units be developed?
--What should be included or excluded from rankings?

DOI is attempting to streamline the ZBR process by
decreasing the number of decision packages, resulting in a
decrease in the amount ¢f paperwork required. 1/ Instruc-
tions from the Secretary call for streamlining the bureau
budget proposals to reduce their size and make them more
understandable for Assistant Secretaries and other reviewers,
At the bureau level, however, for the programs we loocked at,
there is no perceived need or conscious effort to streamline
or improve the ZBB process.

In DOD, both the Army and Air Force have attempted to
streamline the ZBRE system. The Army solicited commanders'
critiques of ZBB and used these coritigues to make adjust-
ments to better adapt ZBB procedures to the Army budget proc-
ess. For example, FPORSCOM officials state further stream-
lining of ZBB 1s planned and a new computer program is under
development to improve the ranking system.

1/0ur field coffice work alsc disclosed that some effort is
being made by HCRS participating services to streamline
the ZBB process., In the pPark Service, for example, the
“BB process for fiscal vear 1981 was simplified by
reducing the number of budget levels from five Lo three,
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In the Bir Force, both headguarters and TAC officials
want to streamline the ZRB process, TAC reguested Alr staff
to conduct headquartsrs level ZBB workshops to improve the
gcrocess, but the Alr £taff has not scheduled workshops.

TAC officials alee wanted ZRBB streamlined by:

~=-limiting base-level input to the ZBE process for
budget items that TAC can better forecast for all
of its bases.

--aliminating unnecessary %ZEB budget exhibits which
are also reported to the Alr staff in other reports.

In HEW, we noted factors which complicated its ZBB
system in comparison with DOI or DOD, for example the OMB
requirement to separately rank high priority, or "core,'
items which would be funded no matter how constrained the
budget. The ZBB ranking for HEW is also ﬂamglex because
of the peculiar effect of legislative cost savings proposals
in viewing HEW's budger request against OMR dollar guidance,
HEW has limited the numbetr of decision packages and there
is recognition of a need for meaningful minimum levels. 1In
In cases where only cne level of funding is meaningful, such
as Medicare benefit payments, only one level is reported.

We believe further efforts are needed to streamline ZBB
in case study departments., For example, before ZBR much of
the information used to justify an aq@ncy'% %udget submitted
to OMR was also used by the agency in preparing its congres-
sional budget justifications. However, these budget proc-
esses have become less compatible, and entirely separate
submissions have to be prepared with the implementation of
ZBB. As pointed out in our prior report, program/activity
lists used in the budget process should be made more com-
patible to streamline the budget process. Time spent Iin pre-
paring separate budget documents with varying displays and
categories takes time from cother more analvtic development of
alternacives.

Another key step we believe should be taken to stream-—
line the 2BB process is to use ZBB selectively. Agreement
between OMB and the agencies should be achieved at the
beginning of each year's budget formulation geriocd on the
programs/activities which will receive comprehensive 7BB
treatment during the upcoming ZBB cycle. Only the bare
minimum information necessary should be dwfwiop@d for other
programs/activities for comprehensive ranking., A "rotat-
ing" ZBE schedule could be developed which would link to a
periodic review and reasuthorization process. For example,
ovr QOE case study was reauthorized in fiscal year 1979. A
comprehensive ZBB approach could have been taken for this

0
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program at that time only and not taken again until the pro-
gram is reauthorized in the future or the President wishes
to reconsider priorities,.

CONCLUSIONS

We strongly encourage steps to streamline ZZB proce-
dures in order to reduce their expense and cumbersome
featureg, However, OMB needs to monitor agency modifica-~
tions of ZBB and take any necessary actions to insure that
agency modificarions don't eliminate systemmatic, periodic
reviews of program pricrities and alternative funding
levels for individual programs and activities. Two modi-
fications that have potential for misuse are the use of
percentage~pased minimum levels and ranking "cores.,”

rero-hase budgeting procedures are, by most accounts,
more expensive and cumbersome than traditional budgeting.
However, we believe that ZBB priority and alternatives
analysis concepts can work and be integrated into the Fed-
eral budget process. This conclusion reflects our belief
that ZBB concepts are valid but that they have been aver-
shadowed at times by the mechanical process. These
concepts~—analyzing alternative approaches to programs,
establishing alternative funding levels, evaluating program
effecriveness, and determining managers'® program
priorities--need to be successfully incorporated into bud-
get systems. It is a mistake to consider ZBB little more
than & process. Agencies should examine their needs, look
at ZBB concepts, and only then devise a process to suit
their special needs.

an
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CONTROLLABILITY

SUMMARY

-=The Office of Management and Budget classifies Federal
spending as either "velativelyv uncontrollable” or
"relatively controllable” under existing law. lsing
thig twofold classification, OMB ¢ sified 76 por-
cent of the fig vear 1980 budget's projected
expenditures as relatively uncontrollable.

--The practical constraints (beyond obvious political
constraints) on contrellability in the case study
orograms Lllustrate that some "relatively con-
trollable” programs are less than fully contreollable
from a practical point of view.

trollable”™ Medicare benefit payments program in some
respects as a controllable program, In essence,
there are controllable aspects to uncontrcliable
programs, ancd uncontrollable aspects to controllable
programs. This illustrates that the current OMR
twofold classification (programs as either "rela-
tively controllable" or "relatively uncontrollanle'),
while useful, simplifies a complex subiject.

--Adequate congressional control over the budget
depends upon a full and accurate reporting of key
program and budget amounts. Our case study work
identified ways of improving congressicnal under-
standing of, and control over, certain
amounts and totals. This would invelve reviged
budget reporting on the following: the
consequences of executive-nroposed changes to
lation; Medicare's accounts and alternative b
fit payments levels: and the estimated apuropr
for the Bureau of Land Management's emergency
PrOgLan.

-=Con¢erning executive-proposed legislation and
budgetary consequences, there 1is a need | }

For better
disclosure in the budget of the President's proposed
legislation with budgetary consequences, whether
increases or decreases. At this time, kev infor-
maticon is scattered among several sections and
tables, making it difficult to analvze and Tully
understand the budget. Much of the budget cannot
be changed without changing authorizing legisiation
which often reguires considerable time. For example,
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fiscal year 1980 budget projectad outlays and a
deficit that assumed enactment of authorizing legis-
lation (e.g., Medicare hospital cost containment)
that would reduce expenditures by about 54 billion,
The passage of such legislative proposals is often
uncertain, or may reqguire considerable time, There-
fore, the budget should adequately disclose and
explain legislative proposals with budgetary conse-
guences so that the Congress can make ready assess-
ments of the budget's legislative assumptions,
whether for increased or decreased spending.

--Concerning Medicare, better budget summary infor-
mation is a2lso needed for this $30 biilion-plus
program. Medicare's budget treatment is confusing
because it involves three budget accounts including
two trust funds and the Federal payment account,
various sources of income including insurance
premiums and an annual appropriation, and extensive
legislative proposals.

~--Concerning appropriations for the Bureau of Lang
Management's emergency firefighting program, GAQ
believes that the budget practice of initially
requesting and appropriating each year only a token
amount, with a predictably large supplemental being
requested later, is somewhat misleadincg. As a
result, initial budget totals do not fully reflect

WHAT IS CONTROLLABILITY?

In recent years observers have shown increasing interest
in the fact that the Government is limited in the extent
it can readily affect budget totals in a given year. This
concerns the annual "controlilability" of the Federal budget,
The 0ffice of Management and Budget classifies programs as
"relatively controllable® if their spending levels can be
adjusted annually through the appropriations process under
existing authorizing legislation, and as "relatively uncon-
rrollable” if spending adjustments reguire changes in the
legislation. Rased on this definition, OMB classified 76
percent of the fiscal yezr 1980 budget as "relatively
uncontrollable," an increase of about 17 percentage points
since 1967,

Over the years a number of statutory provisions and
budget practices have been insroduced that constrain the
Government's ability to change spending levels
annual appropriations process, These statutory Provisio

32
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and budget practices often have tne cbjective of improving
program efficiency and effectiveness, but in effect they
also limit budget control.

For example, some programsg are an "entitlement® by
statute, whereby benefits must be paid to any recipilent who
the eligibility reguivenents according to law. In
these cases, the spending level is set each year without con-
gressional ac?iom. The funding becomes available through
either an =zut romatic "permanent appropriation" or a "current
appropriation” wherein the Congre has little or no alterna-~
tive, short of amending the entitlement legislation, but to
appropriate the funds. 1/ Medicare benefit payments, our
case study program in the Health Care Financing Adminis-
tration, is an entitlement program, 2/

meets

5
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LR S I i LIULAN e L zL_Y h)l [ 2 WL IR IS OF wdhwe] SO LIy Lty iLlicatl, ifidve
increased the uncontrvollability of the budget include the
following:

--permanent appropriations (used also for nonentitlement
programs);

-—permanent borrowing authorvity, permitting a Federail
agency to incur obligations and to make payments for
specified purposes out of borrowed moneys;

-—-contract authority, under which binding contracts or
obligations may be entered into in advance of an
appropriation;

~~advanc9 agp*opriafiﬂnﬁf wherein fundinq is pvovidmd
flsca] year fer whﬁch fuw approprlatlon acf is passed

(a similar situation exists for programs that are
"forward funded"~-gsee 0.96);

1/A "permanent appfopria%iOH" becomes available as the result
of previously enacted legislation snd deoes not require cur-—
rent. action by the Congress. & "gurrent appropxidtLon is
enacted bj the Congress in or immediately preceding the fis-
cal year in which it becomes available, Note: All defini-
tions irn this chapter e from GAQ's "Terms Used in the

Budgetary Process,” PA -77-%, July 1977.

i

-

2/We have a study underway on entitlements that will lock at
congressional control of these programs.
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--astablishment of off-budget Federal entities, whose
amounts are excluded by law from the budget totals;
and

--loan guarantees, a form of contingent liability that
carries a commitment by the United States to repay in
whole or in part the principal and/or interest in
case of default.

Annual changes in budget totals
are largely uncontrollable

A major conseguence of the predominantly uncontrollable
budget is that the increment (the increase from the previous
fiscal year's budget), in addition to the base, is largely
uncontrollable., As a result, much of the budget is a fore-
cast of spending decisions which were made years in advance.

The fiscal year 1980 budget, for example, projected an
increase of about $38 billion in outlays from the fiscal
year 1979, but $33.9 billion (89 percent) of the increase
was classified as relatively uncontrollable. Table 5 shows
the successive yearly increments since 1975 and the percent-
age of that increment classified as relatively uncontrol-
lable.

Writers have sometimes distinguished between the budget
base and the increment and argued that the base is almost
never reviewed as a whole every year. Instead, special
attention is given to the increment. 1/ Therefore, in prac-
tice, the increment could be considered as more controllable
than the base, However, as indicated in table 5, the incre-
ment. itself is largely uncentrollable under current defini-
tions. As a result, much budget activity has recently been

use of budget strategies such as legislative cost savings
proposals, zero-base budgeting, and multiyear budgeting.

1/8ee, for example, Aaron Wildavsky, The Politics of the
RBudgetary Process (New York, 1974: Little, Brown and
Company), chapter 2,
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Outlay Increments

(billions of dollars)

Fiscal Total Uncontrollable Percent
years increments increment unccontrollable
1979-80 $38.2 §33.9 89
1978-79 42.6 36.3 85
1977-78 48.1 39.5 82
1976-77 36.3 26.6 73
1975-76 40.2 30.2 75

Note: Amounts for fiscal years 1978-79 and 1979-80 are
estimates.

Reasons for diminished control

In some cases the Congress has traded controllability
of Federal spending for certain purposes. Some of these
purposes include: 1/

-~reducing financial uncertainty for prospective bene-
ficiaries in retirement and insurance programs;

--reducing uncertainty toc State and local governments
as to the availability of Federal financial assist-
ance when they prepare their budgets;

--reducing stop—-and-go financing that leads to the
inefficient provision ¢f Government services; and

-—-reducing uncertainty to business firms and the finan-
cial community.

In essence these positive purposes are used to assure
efficiency, stability, low risk, and financial certainty.
The Congress may decide at times that these positive purposes
override the goal of maximizing annual congressional control.

1/Taken from Allen Schick, Congressional Control of Expen-
ditures, House Budget Committee, January 1977, pp. 5-8.
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Controllability is
receiving growing attention

Fxecutive branch interest in uncontrollable spending is
indicated by several actions. Since 1971, OMB has included
in the budget each yvear a table on the controllability of
budget outlays. Table 6 shows the growth of OMB-~classified
"relatively uncontrollable" outlays as a percentage of the
budget since 1967--from about 59 percent in fiscal year 1967
to a projected 76 percent in 1980,

Table b6

Controllability of Budget Outlays
According to OMB, 1967-1980

1967 1971 1975 1979 1980

Relatively uncontrollable

under present law
Open—~ended programs and
fixed costs:

Payments for individuals 26.4 36.6 45.7 45.2 47.1
Other 9.5 10.8 11.7 13.2 12.4
Total open-ended pro-
grams and fixed costs 35.9 47.4 57.3 58.4 5¢6.5
Outlays from prior-year
contracts and obligations 23.4 19.0 15.5 16.6 16.5

Total relatively

uncontrollable outlays 59.3 66.4 72.8 75.0 76.0
Relatively controllable outlays 41.6 34.8 28.4 26.1 25.0
Undistributed employer share,
employee retirement -1.1 -1.2 -1.2 -1.1 -1.0

Total budget outlays 100.0 100.0 100.0 100.0 100.0

One way to minimize the possible adverse effects of
uncontrollable practices is improved visibility in the
budget on the future costs of current and proposed pro-
grams. Since 1971, OMB has shown in the President's budget
5-year projections of outlays for broad categories of activ-
ities. However, until recently these projections did not
represent commitments or plans about budget priorities. The
projections were simply estimates of the future outlays
needed to support existing programs at their current levels.
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As discussed in appendix IV, starting with the 1980 bud-
get, agencies have prepared their budgets in the context of
a multiyear plan, with the exception of DOD, which has pro-
vided multiyear plans for several years. Budget planning is
done for 2 years beyond the coming fiscal year, with projec-
tions of these planning targets for 2 more years. One pur-
pose of multiyear planning is to gain better control over
the budget through, for example, legislative cost savings
proposals in relatively uncontrollable programs.

Much of the budget cannot be changed without changing
authorizing legislation, which often requires considerable
time, and thus savings in relatively uncontrollable programs
may require several years to achieve. These savings need to
be considered over a longer period of time. Increased empha-
sis on multiyear planning will be necessary to achieve signi-
ficant legislative savings.

Beginning in the 1979 budget, OMB has been proposing a
set of credit program budget controls that would include
more systematic and comprehensive appropriation limitations
on direct loans and loan guarantees. This would help bring
under control a major facet of relatively uncontrollable
spending.

Congressional interest in gaining more budget control
has alsc been growing. The Legislative Reorganization Act
of 1970 established several procedures and requirements to
give the Congress better control over the budget, including
the Section 221(a) provision regquiring the President to
inform Congress of the amounts proposed for appropriation
and expenditure in the upcoming fiscal year, and estimated
amounts for the ensuing 4 fiscal years, on each of his pro-
posals for legislation creating a new program or expanding
an existing one. The President's annual budget now contains
a table with this information.

The Congressional Budget Act of 1974 initiated other
major actions. The Act, among other things, required the
Appropriations Committees to study permanent appropriations
and to recommend terminations or modifications and also
stipulated that new contract or borrowing authority would
be effective for any fiscal year "* * * only to such extent
or in such amounts as are provided in appropriaticn acts."

GAO has conducted several studies of congressional bud-
getary control. These have analyzed how control may be
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adversely affected by such factors as "no-year" appropria-
tions, 1/ the lack of full funding for projects with multi-
year commitments, 2/ misestimates of obligation rates and
outlays, 3/ understatements of budget authority in budget
documents, 4/ the use of netting procedures for calculating
outlays in public enterprise revolving funds, 5/ and off-
budget practices. 6/

CURRENT CASE STUDY WORK ILLUSTRATES
THAT CONTROLLABILITY IS A
COMPLICATED SUBJECT

OMB classifies all of our case study programs, except
for Medicare benefit payments, as "relatively controllable.”
Our work showed that these controllable programs have
certain features limiting their practical controllability
(beyond obvious political constraints). Conversely, with
regard to the "relatively uncontrollable" Medicare benefit
payments program, the executive branch has treated it in
the same way in some respects as a more controllable pro-
gram. These cases suggest that the current OMB twofold
classification (programs are either "relatively controllable"”
or "relatively uncontrollable"), while useful, simplifies a
complex subject.

1/"No-Year Appropriations in the Department of Agriculture”
(PAD-78-74, Sept. 19, 1978).

2/"Further Implementation of Full Funding in the Federal
Government"” (PAD-78-80, Sept. 7, 1978).

3/"Analysis of Department of Defense Unobligated Budget
Authority" (PAD-78-34, Jan. 13, 1978); "An Overview of

Unobligated Balances in Civil Agencies (PAD~78-48); and
"Federal Budget Outlay Estimates: A Growing Problem"
(PAD-79-20, Feb. 9, 1979).

4/"Budget Authority for Foreign Military Sales is Substan-
tially Understated" (PAD-78-72, July 27, 1978).

5/"Revolving Funds: Full Disclosure Needed for Better
Congressional Contrel” (BPAD~77-25, Aug. 30, 1977}.

6/"Government Agency Transactions with the Federal Financing

~ Bank Should be Included in the Budget" (PAD-77-70, Aug. 30,
1977).
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Controllability is a matter of degree and timing. Many
relatively uncontrollable programs are subject to budget
control even in the short run, provided legislative changes
are enacted. However, changing authorizing legislaticn
often requires considerable time, and thus savings in rela-
tively uncontrollable programs may require several years to
achieve. Many relatively controllable programs, on the
other hand, entail practical constraints on the degree of
control that can be achieved in a given year. The current
distinction tends to focus congressional and executive
branch attention on the portion of the budget classified as
controllable when attention should be focused on the portion
classified as uncontrollable as well.

Attempt to control the relatively
uncontrollable Medicare benefit
payments program of the Health
Care Financing Administration

OMB classified the Medicare trust fund accounts 1/ as
relatively uncontrollable for two main reasons. 2/ First,
Medicare is an entitlement program--all people who meet the
eligibility reguirements are entitled to certain benefits.
Second, Medicare has a permanent appropriation 3/ which is
budget authority that becomes available as the result of
previously enactd legislation and does not reguire current
action by the Congress.

Although OMB classifies the Medicare benefit payments
program as relatively uncontrollable, the fiscal vear 1980
budget for Medicare benefit payments reflected adminis-
tration efforts to reduce costs, showing an attempt at
budget control in this relatively uncontrollable program.
The administration pursued several strategies during the
fiscal year 1980 hudget formulation cycle to bring greater

1/Federal Supplementary Medical Insurance Trust Fund," and
"Federal Hospital Insurance Trust Fund." In this report,
the combined payments from both trust funds are treated
as the Medicare proqram.

2/0MB classifies the projeéted increases or decreases
associated with proposed legislation as relatively con-
trollable amounts.

3/This aspect of Medicare financing is somewhat confusing.
Although Medicare is covered by two permanent appropria-
tions, it also receives an annual appropriation for
approximately 22 percent of the program.
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contrel to this program. These strategies are discussed
below.

HEW sought significant savings through regulatory
changes under existing law during fiscal year 1980 budget
formulation. The fiscal vear 1980 budget reflected regula-
tory savings of $386 million. These changes show that
under current law, administration officials seek some control
over this uncontreollable program. The largest anticipated
saving ($270 million) would result from regulations that
would base Medicare reimbursements for hospital malpractice
insurance premiums upon the actual experience of Federal
beneficiaries, rather than on their rate of utilization of
hospital services.

Another budget strategy was centered around legislative
cost savings proposals-—i.e., Droposals to reduce costs
through changes in the existing Medicare legislation.

The fiscal year 1980 budget cutlays for Medicare benefit
payments were reduced by $1.74 billion to reflect the admin-
istration's hospital cost containment proposal ($1.5 billion
reduction) and other legislative proposals. Hospital cost
containment was first proposed in the fiscal year 1979
budget, with estimated savings of $636 million, but it
failed to pass.

This budget strateay is not limited to the Medicare
program. Government-wide, the fiscal year 1980 budget pro-
jected almost $4.2 billior {for 1980} in reduced outlays
because of legislative cost savings proposals. The 1931
budget projected over $5.6 billion {for 198]) in reduced
outlays. Earlier budgets have also included large amounts.
Thus the President's hudget totals, including deficit pro-
jections, normaily assume large savings by passage of
administration—-proposed legislation.

Although these initiatives are within the President’'s
prerogative to propose, their enactment is cften uncertain
and time consuming. If and when they are enacted, their
provigsions may well differ substantially from those which
were proposed. Thervefore, full and adeguate disclosure of
legislative cost savings proposals and assumptions is needed
in the President's budget, to allow the Congress and other
budget users Lo gauge when savings can be achleved and their
effect on related budget totals.

At this time, insufficient disclosure on the details of
such proposals is in the budget. Key information is
scattered amcng several sections and tables, making it diffi-
cult to analyze and fully understand the budget. Specifically,
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one of the budget's presentations on legislative proposals
provides a net figure reflecting both legislation that

would increase spending and legislation that would decrease
spending (page 517 of the 13980 budget and page 544 of the

the 1981 budget). It does not provide the detailed break-
down by agency and budget account, along with explanatory
narrative, to permit a ready assessment of the proposals.

The 1981 budget has a new table (page 14) which summarizes
legislative cost savings propesals for outlays only. This

is a positive step. However, greater prominence is needed for
legislative cost savings proposals in conjunction with legis-
lative expansions so that the Congress can make ready assess-
ments of the budget's legislative assumptions, whether
increases or decreases, Therefore, legislative cost savings
proposals should be given greater prominence in the President's
budget by incorporating them into the budget's present table
on legislative proposals for major new and expanded programs
{table 15, page 562, 1980 budget). Subtotals should be pro-
vided for legislative cost savings proposals and legislative
expansions. In addition, the table shculd be comprehensive
to include all legislative proposals with budgetary impact,
whether increases or decreases.

Another budget strategy was the use of fraud, abuse,
and waste savings targets. The fiscal year 1980 Medicare
benefit payments budget submitted by HCFA to the Cffice of
the Secretary incorporated fraud, abuse, and waste savings
targets. These targets, directed by Secretarial memorandum,
were based on the HEW Inspector General's First Annual Report,
dated March 231, 1978. The report estimated fraud, abuse, and
waste at $7.4 billion which was later revised down to $6.5
billion. This estimate generated much publicity which
induced HEW officials to look for ways to control the amount,

Medicare summary information
is lacking

From our work on Medicare, we conclude that needed
Medicare summary information is lacking in the Budget
Appendix and related "justifications' provided to the
appropriation committees, There is a need for a Medicare
summary table that would fully disclose, in one place, the
key funding and legislative proposals of the Medicare pro-
gram. The Budget Appendix .separately shows three different
accounts~~the two trust fund accounts and the Federal payment
account--without adequately combining and summarizing this
information. The justification materials for the appropria-
tions committees only give information directly related to
the appropriated Federal payment amounts. The best summary
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inform »n available, pulling together current and proposed
law information on all three accounts, is in the annual press
release on Lhn HEW budget, but the press release has limited
circulation. Medicare's budget treatment is confusing because
it involves three budget accounts including two trust funds
and the Federal payment, various sources of income including
insurance premiums and an annual apprepriation, and extensive
leqim‘athH proposals. For this reason, and also because it
igs a 530 billion-plus program, Medicare warrants summary
inﬁormutlou in the budget documents. Improved summary infor-
mation would help the Congress understand the full budgetary
ramifications of Medicare. Table 7 iilustrates a summary
table {derived from HEW's press release table).

Features the controllable
ﬂldbnlfICdtLQn

OMR ¢lassifies all of our remaining case study programs
as relatively controllable because under current law the
program levels are not determined by existing authorizing
statute. Although OMB classifies these programs as rela-
tively controllable, there are practical constraints on
their degree of controllability {(beyond cbvicus political
constraints). We noted some factors limlting practical con-
trol over these programs during the fiscal year 1980 budget
formulation cvcle.

Alr Force and Army general
purpose forueq operation and
maintenance

Tre primary uncontrollable aspect in the services'
general purpose forces operation and maintenance budget is
that the budget reguirements are driven to a great extent by
force levels. These include such factors as the average num~-
ber of military personnel for each service, the number and
type of Army divisions and Air Force wings, and the number

of bases and installations. If the key force levels remain
rela =ly stable from one vear to the next, the operation

and maintenance appropriation can be expected to remain
fairly stable. Table 8 shows that key force levels in the
army and the Air Force have remained relatively steady over
fiscal vyears 1978-~80. Given this trend, it is not sur-
prisinag that the recent appropriations histories for the

two services' case study programs have shown similar
stability {see appendix IX). Although the annual appropria-
tions for Army and Alr Force operation and maintenance

are "relativel 1y controllable,” theyv are to a great extent
affected by prior year decisions on the basic force levels,.

02
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Table 7

Medicare Fiscal Year 1980 Rudget Summary

1978 1979 1980 Change

rersons Enrolled (millions)

--Hospital Insurance (HI} 26.2 26.9 27.5 t.6
~~Supplementary Medical Insurance (SMI) 25.8 26.5 27.2 c.7

Program Outlays (in millions)

Current Law Program:

Program (current law)

--HI Benefits $17,415 $20,262 $23,555 §$3,293
~=-HI Administration, Experiments,

and Demonstrations 447 489 499 0
--~SMI Benefits 6,852 8,228 9,591 1,363
~=-3MI Administration, Experiments,

and Demonstrations 497 543 565 .22

Subtotal, Program $25,211 $29,522 $34,210 S 4,688

Regulatory savings (current law)

-~=-Inhalation Therapy Limits (HI) - ~13 -19 ~6
~-Provider Inefficiency (HI) - - -97 ~97
~--Malpractice Insurance (HI} - =19 -270 ~260
Svbtotal, Regulatory savings - =23 ~386 ~363

Total, Current Law Program $25,211 $29,499 533,824 % 4,325

Proposed Legislation:

~~Hospital Cost Containment (HI} - -350 -1,500 -1,150
-~Working Aged (HI) - - - 200 - 200
~-Hospital-Based Physicians (SMI) - - ~-48 ~48
~~Re-Fntitled Disabled {(HI + SMI) - - 27 27
~=Chiropratic Benefits (SMI) - - ~-34 -34
~-Psychiatric Services (SMI} - - 22 22
--Civi]l Money Penalty (SMI) - -~ -9 -9
-=Common Audit (HI) - - -6 )
-=-0Other {HI + SMI) - - oA .4
Total, Proposed Legislation = =350 ~1,744 1,394

Total, Medicare Program Qutlays $25,211 $29%,149 $32,089 § 2,931
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Table 7 - Continued

dedicare Fiscal Year 1330 3udget Summary

1378 1973 1333 Zhange

Projyram Receipts (in millions)

Zurrent Law I[ncome:

41 Trust Fund

--Taxes Ainus Refunds $15,677 $19,943 323,354 33,405
--Appropriation 353 903 873 =35
~-Interest on Investaents 730 375 992 117
--Railroald Retireneat Transfer
ani Interest 214 136 2213 33
--Preniums from the Uninsured 12 16 ) 20 4
Subtotal, HI Irust Ffund $13,.543 521,343 325,453 33,525
SMI Trust Fund
-~Premiums from the Aged 2,136 2,385 2,509 224
~-preaniums from the Disaoleld 245 265 300 35
~-~Appropriation 6,336 6,353 7,097 244
~-Interest on Investaents 229 301 335 34
Subtotal, 5MI Trust Fund 9,045 9,304 10,341 537
Total, “edicare Current Law Income $27,539  $31,747 $35,309 $4,062
Proposed Legislation:
~~H1 - 3 29 21
-=3M1 - - =27 -27
Total, eroposed Legislation - 8 2 -8
Total, Medicare Trust Fund Iacome $27,539 331,755 §35,311 34,055
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Table 8

Force Level Stability of the Air Force and Army

Fiscal Years

1978 1979 ~ 1980
Military Personnel
Average Strength:
-Air Force 572,000 567,000 562,000
~Army 771,000 762,000 772,000
General Purpose Forces:
-Air Force wings 26 26 26
-Army divisions 16 16 16

Similarly, the rates and levels of forces' modernization
affects operation and maintenance requirements, and this too
relates often to prior year decisions. Prior year decisions
to procure and introduce new and more advanced aircraft,
mechanize battalions, etc., can affect the nature and com-
plexity of the operation and maintenance budget and thereby
the current budget needs. 1/

Linked with these broad considerations are a number of
related factors that limit flexibility during budget formu-
lation. For example, from our case study of budget processes
at FORSCOM and the 10lst Division at Fort Campbell, Kentuckyv,
we noted that several budgeted items are perceived (at
FORSCOM and Ft. Campbell) as somewhat uncontrollable because
of legal requirements and Army regulations. 1In real property
maintenance, laws and regulations require FORSCOM to supply
certain levels of heating, cooling, and electricity to
the troops. FORSCOM is also required by law to maintain
and preserve real property. Utility costs cannot be elim-
inated of such drastic steps as base closings.

1/A third key factor affecting budget needs, more variable
on a year-to-year basis, concerns adjustable readiness
factors. Increased combat readiness may require more
battalion training exercises or fighter pilot inflight
training, and these would necessitate larger budgets
for fuel, spare parts, etc.

o
o
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Office of Education grants
for the disadvantaged program

A "forward funding"” mechanism for the Office of Educa-
tion grants for the disadvantaged program causes appropria-
tions to be enacted almost a year ahead of the time when the
nmoney may be obligated. 1/ The reason for forward funding
is to allow school districts to plan better and to prepare
budgets with the certainty of the Federal funding level.
Because the ocutlay effect (expenditures) of each year's
appropriation is delayed by a year or more, the program is
limited for controlling outlays in the immediate future.

In addition to forward funding, the authorizing legis-
lation has an additional relatively uncontrollable aspect.
it contains a "hold-harmless” provision that establishes a
minimum floor for grantee amounts. The law states that grant
amounts cannot be less than 85 percent of the prior year's
amounts to a grantee. Therefore, the portion of the appro-
priation that represents 85 percent of the prior year's
appropriation could be considered as an uncontrollable base.
The authorizing legislation would have to be changed to
negate the "hold-harmless" provision.

RBureau of Land Management
coal, range, fire, and
emergency firefighting programs

A court injunction in the coal program and a court-
ordered agreement in the range program restricted these
programs until certain work was completed on environmental
impact statements. In the coal program, the court injunction
prevented DOI from issuing any new leases, except under
limited circumstances, until the completion of a supplement
to the coal program environmental impact statement originally
vrepared in 1975. The result was that priorities in the coal
program were switched to completing the environmental impact
statement and maintaining existing leases. 1In the range
program, the court-ordered agreement {later amended) required
the Bureau of Land Management to complete 212 site-specific
environmental impact statements on 150 million acres of
public land by 1989. The agreement further restricted the
Bureau from implementing new plans on a specific area until

1L/For example, the 1980 approvriation becomes available
in the last quarter of fiscal year 1980, and remains
available during fiscal vear 1981.
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an environmental impachk statement was completed., As a
result, budget flexibility has been limited.

The Bureau's emergency firefighting program level is
directly related to the severity and number of fires and
fire conditions, BAlthough OMB classifies the emergency
firefighting program as controllable, its program level is
heavily uncontrollable and contingent upon the weather and
the outbreak of fires. 1In addition, for =ach of the last
several years (except 1979), the President's budget has re-
quested an initial token amount for emergency firefighting
of $4.8 to $5.4 million. During the year, any shortage
of emergency funds may be temporarily offset by borrowings
from other accounts, to be repaid by supplemental appropria-
tions. The supplementals have ranged from about $20 to §53
million annually.

The exception to this practice was in the fiscal year
1979 budget. The President proposed a larger, full funding
amount for emergency firefighting of $30.0 million--hoping
to avoid the need for a supplemental appropriation, The
Congress, however, rejected this approach and appropriated
a token $4.8 million (the later supplemental appropriation
was for $44.9 million).

Under the normal approach, total estimated costs for
this program are not shown in the budget request. Table 9
shows the apprcepriation history for emergency firefighting
for the last 7 years.

The practice of initially requesting each year only a
token amount for emergency firefighting is somewhat mislead-
ing to the public and the Congress, It understates expectad
budget reguirements. The same practice is alseo used for the
emergency firefighting programs of the Forest Service and
the Bureau of Indian Affairs. The budget wouid present a
more complete picture of emergency firefighting program
requirements 1f the initial request reflected the Lestk
estimate of total needs. This more complete "up front"
disclosure would show the full costs of the program and
would facilitate program comparisons and priority setting
by the {ongress.

A computed average amount, with necessary adgjustments,
could be used as the basis for a full (estimated) reguest.

excess appropriation could not be used for unauthorized
purposes and that any shortages of funds could be temporarily
covered with borrewings (as in current practice).
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Heritage Conservation and
Recreation Service "Statesg"
and "Federal" programs

OMB also classifies the Land and Water Conservation
Fund's "States" and "Federal" programs as controllable,
because spending can be increased (up to the $900 million
authorized limit for the fund) or decreased without changes
in existing law. These are probably the most controllable
programs from a practical standpoint. Because each year's
appropriation is designed to fully fund the "States” and
"Federal"” proijects, a subsequent year's reduced appropria-
tion would not disrupt ongoing projects (provided that the
earlier projects were fully funded 1/). Given this feature,
the prograns of the Land and Water Conservation Fund are
both technically and practically controilable. However,

[ AN

such high controllability can have negative effects.

According to officials in DOI and OME, the Land and
Water Conservation Fund, being among the most controllable
accounts in DOI, is used as a "balancing" account for DOI, -
subject to change in order to allow the Administration to
meet changing fiscal regquirements and budget targets. Thus
State and Federal agencies are uncertain of their funding
level. The uncertainty, as discussed in appendix IV, can
create a disincentive to planning.

CONCLUSIONS

The practical constraints on controllability in most of
our case study "relatively controllable" programs (beyond
obvious political constraints) illustrate some limitations
on flexibility even in these programs. Conversely, the exec—
utive branch has treated the "relatively uncontrollable®
Medicare benefit payments program nuch as a controllable
program. In essence, there are controllable aspects to
uncontrollable programs, and uncontrollable aspects to con-
trollable programs. This illustrates that the current OMB
twofold classification (programs as either "relatively
controllable"” or "relatively uncontrollable"), while useful,
simplifies a complex subject.

1/We could not in our review determine the extent to which
this is the case with most projects.
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The Congress needs informative and accurate budget
information in order to adequately compare programs, set
priorities, and exercise fiscal control. Our case study
work identified areas where improvements are needed.

There is a need for better disclosure in the budget of the
President's proposed legislation with budgetary conseguences,
whether increases or decreases. At this time, such informa-
tion is scattered among several budget tables and discussions.
It is important to have good budget information on such
legislative proposals because the enactment of the legislation
is often uncertain or may reguire considerable time, and a
full and readily understood disclosure of the budget amounts
that are contingent upon the passage of legislation would
permit users of the budget to better assess the budget's
assumptions and totals. There is a need for a single table
and discussion with a reporting by agency and account of the
budget authority and outlay increases/decreases (with sub-
totals for each) associated with executive branch proposed
legislation.

Similarly, there is a need for a Medicare summary table
that would fully disclose, in the Budget Appendix and
related justifications, the key funding and legislative pro-
posals for the Medicare program. Medicare's budget treatment
is confusing because it involves three budget accounts
including two trust funds and the Federal payment account,
various sources of income including insurance premiums and
an annual appropriation, and extensive legislative pro-
posals. For this reason, Medicare (and perhaps similarly
complex programs such as Social Security) warrants summary
information in the budget documents., Good summary informa-
tion is needed for full disclosure so that the Congress can
make clear priority assessments.

Finally, there is a need for executive and congressional
action to put BLM's emergency firefighting program on a full
funding basis in initial appropriation action each year.

This would better show the full costs of the program and
facilitate comparisons with other programs. The budget
practice of initially requesting and appropriating each year
only a token amount for the Bureau of Land Management's
emergency fire program, with a predictably large supplemental
being requested later, is somewhat misleading. As a result,
initial budget totals do not fully reflect expectad budgetary
needs. This can lessen the meaningfulness of the budget

and confound congressional budget priority setting.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARFE CASES

SEQUENCE OF STEPS FOR FISCAL YEAR 1980

OVERVIEW OF KEY DATES AND EVENTS
IN THE DEPARTMENTAL PROCESS

The following is a chronological listing of the key
dates and events in the overall departmental budget formu-
lation cycle for fiscal year 1980, with an emphasis on the
dates of formal policy and dollar guidance given by higher
levels to lower levels, and the dates of formal budget sub-
missions by lower levels. Other dates and events are listed
with the separate case study discussions in the following
pages.

January 31, Memo from Director of OMB providing pre-

1978 liminary policy and dollar guidance for fis-
cal year 1980. Dollar targets were given
for the Department as a whole for budget
authority of $205.6 billion.

February 18, Key departmental memo, "Development of

1978 Policies, Budgets, and Legislative Programs
for Fiscal Years 1980 and 1981," is issued
to the six Principal Operating Component
(POC) heads. 1/ OMB dollar guidance is not
included.

March 9-24, Policy and budget strategy meetings (these

1978 are considered to be the kickoff meetings
for the budget season) held with POC heads,
the Under Secretary and the Secretary in
order to provide input to OMB Spring Review.
Objective is to influence 1980 budget targets
which will be communicated to the Devartment
on July 3, 1978.

1/POCs are the six major subdivisions of HEW. They are the
Office of Education (OE), the Health Care Financing Admin-
istration (HCFA), the Social Security Administration (SSA),
the Public Health Service (PHS), the Office of Human Devel-
opment Services (HDS), and the Office of the Secretary
(0S).
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March 31,
1978

April 7-25,
1978

Late April-
early May
1978

May 5 and 25,
1978

Early June
1978

July 3,
1978

Late June-
early August
1978

APPENDIX VII

Inspector General of HEW issues First Annual
Report for 1977. Fraud, abuse, and waste
are estimated at $7.4 billion and later
revised to $6.5 billion. This estimate
generated much publicity which induced HEW
officials to look for ways to control the

amount.

Series of departmental instructions to POCs
regarding "Major Legislative Initiatives for
the FY 1980 Cycle," "Guidance for the FY 80
Budget and FYs 80 and 81 Legislation,"
"7ero-Base Budgeting Instruction for Fiscal
Years 1980-82," and "Inventory of Best Esti-
mates of Fraud, Abuse, and Waste."

POCs issue budget instructions, including
instructions for zero-base budgeting submis-
sions, to lower levels to develop budget
estimates and return budget submissions to
POC budget offices.

OMB issues Circular No. A~115, "Zero-Base
Budgeting," and Circular No. A-11, "Prepa-
ration and Submission of Budget Estimates,”
to Department.

POC budget and legislative submissions due
to the Office of the Secretary budget office
where they are reviewed.

Director of OMB, as result of OMR's "Sprinag
Planning Review" with departmental officials,
provides revised policy and dollar guidance
for fiscal year 1980. Level of detail was

for the Department only. Total budget author-
ity target was $205.7 billion (relatively
uncontrollable target of S184.2 billion vs.
relatively controllable target of $23.0 bil-
lion, with receipts of $~1.5 billion).

Under Secretary meets with POC heads regard-
ing their budget and legislative submissions.
Under Secretary also meets with the nine
major legislative task force project managers
to review their plans for possible inclusion
in the POC budgets. Individual POC dollar
guidance, growing out of OMB guidance, is not
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Early August-
September 14,
1978

September 15,
1978

September 15~
early January
1979

January 22,
1979
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forwarded to the POC. Under Secretary issues
preliminary fiscal year 1980 allowances to
POC heads. Appeals to the allowance are
prepared by POCs and sent to the Secretary.

Meeting between the Secretary and the POC
heads regarding allowances and appeals.
Secretary issues final allowances to POC
heads. ZBB comprehensive ranking prepared
and meetings between QOffice of the Secretary
and POCs to make final ranking decisions.

Departmental submission to OMB. Total budget
authority request was $208.2 billion,

$2.5 billion above OMB guidance. Relatively
controllable request was $24.5 billion, or
$1.4 above OMB target,

OMB holds hearings, reviews budget, and meets
with President and Domestic Policy Staff.

OMB passback formally delivered to Department
with major cuts.

Secretary sends 43 page appeal to the
Director of OMB (e.g., seeks restoration of
$2.7 billion in fiscal year 1980 relatively
controllable budget authority). Series of
meetings between Secretary and staff, OMB
officials, and the President regarding
appeals. Result was a restoration of $2.5
billion in budget authority.

OMB submission to Congress of $205.2 billion
in budget authority for the Department.

OFFICE OF EDUCATION

Qur review's work locations

As seen in figure 11, our case study work on the
grants for the disadvantaged program in the Office of
Education involved work at both the headquarters and field

levels.

The grants for the disadvantaged

case study highlights

The grants for the disadvantaged program case study
is the largest Federal program for elementary and secondary




Figure 11

GAO Work Locations in Review of Office of Education Budget Formulation

Office of
Management
and Budget

1

Department of
Health, Education,
and Welfare

Headquarters

T

Education Division

Headquarters

1

Office of Education

Headquarters

T

Bureau of Elementary and

Secondary Education

Headqguarters

1

1

Office of Education

L

Office of Education

Denver Regional Office

San Francisco Regional Office

ITA XIANIddVY

3] These work locations examined the regional input into formulation of the salaries and expenses {S&E) budgets.
The regionatl offices play virtually no role in formulation of program budgets for OE.

ITA XIANEdJVY
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education, The level of funding for the program becomes

an entitlement after the annual appropriation amount is set
by the Congress. Grants are made on a formula basis to

local educational agencies to help improve their programs

in order to meet the special educational needs of educa-
tionally deprived children. Grants are alsc made to State
agencies for the education of handicapped children, dependent
and neglected children, orphans and juvenile delinquents

in State institutions, and for children of migratory workers.
Additional grants are made to school districts with high
concentrations of disadvantaged students, as authorized by
the Education Amendments for 1978. It is estimated that

from 7 to 7.5 million children in about 14,000 local school
districts and from over 300 State agencies will participate
during school year 1980-81. This includes an estimated
225,000 in nonpublic schools,

The grants for the disadvantaged program budget
initiated as three subprograms during fiscal year 19380
budget formulation. 1In addition to regular grants, these
included State incentive grants and concentration grants
(both authorized by 1978 amendments). Fiscal year 1980 was
the first year in which funds were requested for State
incentive grants. The objective of this subprogram is to
provide an incentive to States to inaugurate, maintain, and
expand their own compensatory education programs having goals
and structures similar to the grants to the disadvantaged
program, by assisting them with additional funding. Concen-
tration Grants, the other subprogram, was first funded in
fiscal year 1979. 1Its goal is to provide for additional
supplementary educational services to the educationally
disadvantaged in those school districts with a high concen~
tration of children in poverty.

Budget account and recent funding

The grants for the disadvantaged program is funded
through the 0Office cof Education budget account "Elementary
and Secondary Education" (75-0279-0-1-501). It is funded
under the "grants for disadvantaged" activity. OMB classi-
fies this program as relatively controllable. Since 1975,
funds under this program have been appropriated a year in
advance of their use by State and local organizations. The
fiscal year 1980 request will be used for school year 1980-
81 and will become available on July 1, 1980, and remain
available through September 30, 1981.

ot
(e
%2}
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The grants for the disadvantaged program has experienced
recent growths in both the appropriation requests and the
appropriations. This is seen in table 10.

Table 10

Recent Appropriation History for the Grants
for the Disadvantaged Program

(dollars in thousands)

Increase/
Fiscal Appropriation decrease (-}
year request Appropriation from request
1978 $2,285,000 a/ $2,735,000 $ 100,000
2,635,000
1979 2,978,820 3,078,382 99,562
1980 3,478,382 3,330,343 b/ (-148,039)

a/1979 revised President's budget.

b/Conference report.

Table 11 shows the action taken by the Congress on the
grants for the disadvantaged program for fiscal year 1980.

Table 11

Initial Congressional Action on Grants
for the Disadvantaged Program Request, Fiscal Year 1980

{dollars in thousands)

Adminis-

trations's

appropria Final

tion reqguest House Passed Senate Passed enacted
$3,478,382 $3,477,132 $3,328,343 $3,330,343




APPENDIX VII APPENDIX VII

Congresssional action on the fiscal year 1980 appro-
priation differed from the trend for this program in that
it was the first time in which less had been appropriated
than requested. The reason for this was the need for fiscal
constraint. The Elementary and Secondary Education account,
of which grants for the disadvantaged comprises the largest
program, has for the last 10 vears received larger appro-
priations from the Congress than the President's budget
reguested.

Driving forces

The grants for the disadvantaged program is traditional-
ly a high priority program in the Office of Education, the
Department, and the Congress. Although this program had to
compete for scarce resources in a generally tight budget
year, relative to other programs in the Office of Education,
and the Department as a whole, it was comparatively
successful. As a relatively controllable program, however,
it is more liable to higher level (i.e., OMB) major budget
decisicns. The program was the subject of an OMB cut in
the HEW budget request to fund the newly authorized State
incentive grants subprogram. One of the reasons OMB d4did not
want to fund the subprogram was because of congressional
changes to the President’'s reauthorization proposals.

There is considerable congressional interest in this
program. This is evidenced by the history of congressiocnal
add-ons to the President's budget request. FEven though the
fiscal year 1980 congressicnal action on the request deviated
from the past history because of overall budget restraint,
the Congress provided fundinag for State incentive grants
which OMB had eliminated. Budgeting for this program is
very controversial. For example, the reauthorization during
1979 was marked by intense efforts to change the grant
distribution formulas.

Although the grants for the disadvantaged program is
classified as relatively controllable, it nevertheless has
certain characteristics which make it less controllable
than would appear from the program description. For example,

107




APPENDIX VII APPENDIX VII

the mechanisn of forward funding 1/ decreases the likelihood
of this program being used as a short-term candidate for
fiscal constraint. The impact of budget decisions is delayed
a year. If the program's budget is cut for short-term

fiscal considerations, only the budget authority amount is
lowered, but the effect on outlays will not show up until
next vear {(to affect the deficit fiqgure}.

Another aspect which decreases the controllability of
this program is that the authorizing legislation sets the
formula for distribution of funds and contains "hold-
harmless" provisions which affect the amount authorized
to be appropriated (i.e., establishes a "floor”). For
example, the law states current year grant amounts cannot
be less than 85 percent of prior yvear amounts to a grantee.
Therefore, the portion of the current year appropriation
that represents 85 percent of last vear's appropriation
could be classified as uncontrcllable because the author-
izing legislation would have to be changed to negate the
"hold~harmless" provision.

Organizational level changes in the request amount

The dollar amounts requested by the principal organi-
zational levels are seen in figure 12.

The various zero-base budgeting levels shown in fiqgure
12 are defined as follows: 2/

Minimum That level below which it is not
feasihle to continue the program,

1/Some programs, typically involving Federal grants, do not
work very well unless the money 1is assured many months
before the start of the period in which it is to be spent.
So the Congress provides forward funding. Thus, Federal
aid to elementary and secondary schools is mostly appro-
priated a year ahead of the time it is to be spent. If
it were appropriated currently rather than in advance,
the school districts would, for the most part, not know
how much Federal aid they would receive for a school vear
until the year had already started, long after teachers
must be hired and books ordered.

2/befinitions are adapted from the Office of Education
1980 ZBR Instructions," dated April 14, 1978.

)
=
8]
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because no constructive contribution
can be made toward fulfilling its
objectives.

Interim Used to trace changes in goals,
strategies, and output/input between
the minimum and current levels.

Current The 1979 budget request, plus any
mandatory increases or decreases.
There can be any number of different
improvement levels proposed. The
packages should be based upon logical,
discrete incremental additions to a
program.

Improved There can be any number of different
improvement levels proposed. The
packages should be hased upon logical,
discrete incremental additions to a
program.

The request level, as perceived by the participants in
budget formulation for the program, was always the highest’
dollar total of the zero-base budgeting submission-~-the last
improvement level.

Chronology of key dates and events

The following are key dates and events in budget for-
mulation on the grants for the disadvantaged program for
fiscal year 1980:

Program level formulation

January 3, The Commissioner of Education issues a mem-

1978 orandum to OFE bureaus and speaks of
"resolving various programmatic issues
before the budget is developed." He called
for a short list of policy issues and a
separate paper on each 1issue.

January- The bureau identifies budget issues that need

February resolution for the fiscal year 1980 budget

1978 cycle for the program. There were several
meetings within the bureau to resolve budget
issues.
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February 18,
1978

March-April
1978

April 14,
1978

April 24,
1978

April 25,
1978

April 28,
1978

April 29-
May 9,
1978

APPENDIX VII

The Secretary lssues memo, "Development of
Policies, Budget, and Legislative Programs
for Fiscal Years 1980 and 1981," to POC
heads. This memo initiated the HEW budget
process for fiscal year 1980.

Issue papers are submitted from the program
office through the bureau, to the OE Office
of Planning and Budget.

OE "1980 ZBR Instructions"” is issued by Com-
missioner of Education to bureau heads.

Secretary issues memo, "Guidance for the FY
1980 Budget and FYs 80 and 81 Legislation,”
to POC heads. This accompanied the April 25
instructions. This memorandum provides
additional guidance and it identifies other
legislative reauthorizations, new proposals,
and major studies not covered in the April 7
memorandum. Budget planning ceilings are not
issued. The Secretary is particularly inter-
ested in proposals to reduce waste, as ident-
ified by the Inspector General.

Deputy Assistant Secretary, Budget issues
memo, "Zero-Base Budgeting Instructions for
Fiscal Year 1980-1982," to POC budget
contacts,

Bureau, after preparing justification strat-
egies, prepares a preliminary ranking and
submits a skeletal ZBB package to the OE
Office of Planning and Budget.

$3,878,820,000
140,000,000
500,000,000

Regular
State Incentive
Concentration

Total $4,518,820,000

The Office of Planning and Budget assembles
skeletal ZBBE documents received from the
bureaus and then critiques them. The skele-
tal ZBB packages are then sent to the Office
of the Executive Deputy Commissioner along
with the critique and an overview of the
submission for FY 1980.
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Spring Planning Retreat

May 10-12,
1978

N

June
1978

June 6,
1978

Department

All the Commissioners along with the Division
of Planning and Budget hold a Spring Planning
Retreat to formulate policy on budget issues

and pass on guidance to the bureaus.

OF submits preliminary budget request to
Department.

Reqular $3,338,820,000
State Incentive 83,000,000
Concentration 400,000,000

Total $3,821,820,000

Secretary issues memo, "Action Plans to
Reduce Fraud, Abuse, and Waste," to POC
heads detalling targets for fraud, abuse,
and waste to be incorporated in legislative
and budget submissions.

level formulation

June-July
1978

August 5,
1978

August 17,
1978

September 15,
1978

Office of the Secretary staff offices review
the budget and legislation. These staff
offices are the Office of Management and
Budget, the Office of Planning and Evalua-
tion, and the Office of Legislation.

Under Secretary issues "Preliminary 1980
Allowance" to the Commissioner of Education,
who apopeals the $3,569 million decision. Of
special concern was a $40 million allowance
for State incentive grants.

Secretary issues "Final 1980 Allowance" for
$3,612 million and reinstates the $83 million
for State incentive grants. Final formal

and informal appeals are reviewed by the
Secretary.

Departhent submits budget request to OMB.

Regular $3,113,820,000
State Incentive 83,000,000
Concentration 415,000,000

Total $3,611,820,000
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October 17, OFE submits plan to the Secretary to reduce
1978 fraud, waste, and abuse in response to
April 24 meno.

OMB formulation

November 30, OMB passback is formally delivered to HEW.

1978

November 30- Appeal strategy is prepared and reviewed

December 4, including appeals by the POC heads with

1978 staff at meetings with Secretary and Under
Secretary on December 1.

December 5, Secretary of HEW submits "HEW's FY 1980 Bud-

1978 get Appeal" to the Director of OMB. The
appeal is 43 pages.

December 15, Secretary of HEW meets with the President to

1978 discuss appeals.

December 1978 The President and OMB finalize the budget.
and January

1979
January 22, OMB makes submission to the Congress.
1979
Regular $3,078,382,000
State Incentive -
Concentration 400,000,000
Total $3,478,382,000

HEALTH CARE FINANCING ADMINISTRATION

Our review's work locations

As seen in figure 13, our case study work on Medicare
benefit payments program in the Health Care Financing
Administration involved work at both the headguarters and
field levels.

The Medicare benefit payments
case study highlights

Medicare (authorized under Title XVIIT of the Social
Security Act) is a nationwide health insurance program to most
persons age 65 and over, to persons under 65 who have heen

113



APPENDIX VII

APPENDIX VII

‘gsyusiuAed 1ausq sledipaiy ‘weibord Apnis ased
suoiBai ay] 19Bpng SIS0 BAnENSIUILPE sae3ipay Bl ol indul |2uotbai syl paUILEXD SUOHEDD)

00sI3URI4 UBS

aied) YlesyH

uolRASIUIWPY Buueul

1IN0 10} UOURINUWLIO) 1ebBpny o) Induil ou ey

NIOM BSaU] 2

s, uoijensiuiwpy Butoueuly

18Au3Qg

2180 UljeaH

uociesISIUILpY Budueuly

\ /

sigyenbpesn
uoneasiuiwpy Budueuty
aiel) YyljesH

1

sigyienbpesH
aigj|aM pUR ‘uONEONP] "UledH
0 uawiiiedag

18bpng pue
juguiabeuein
$O 801440

uoijejnwioc 136png

gL aunbiy

a1e7) Y3|EaH JO MIIASY Ul SUOREIOTHIOM OVD

114




APPENDIX VII APPENDIX VII

entitled for 24 months to social security or railroad retire-
ment benefits because they are disabled, and to certain work-
ers and their dependents who need kidney transplants or dialy-
sis. The eligibility requirements and benefit structure are
the same throughout the country, and it is available to
insured persons without regard to their income or assets. In
essence it is an entitlement program—--all people who meet the
eligibility reguirements are entitled to certain benefits.

Medicare is composed of two parts—--the Hospital Insur-
ance Program {Part A}, and the Supplementary Medical Insurance
Program (Part B). Fach of the two programs' financial opera-
tions are handled by trust funds--the Federal Hospital Insur-
ance Trust Fund (HI) and the Federal Supplementary Medical
Insurance Trust Fund {(SMI). Each trust fund was established
on July 30, 1965 as a separate account in the United States
Treasury.

Budget account and recent funding

The Medicare benefit payments program is funded through
three distinct accounts within the budget of the Health Care
Financing Administration. The first two have already been
mentioned--the Hospital Insurance Trust Fund (20-8005-0-7-551)
and the Federal Supplementary Medical Insurance Trust Fund
({20-8004-0-7-551). Within these two accounts, there are three
activities—--administration, experiments and demonstrations,
and benefit payments. The benefit payments activity which
composes 96.9 percent of the fiscal year 1980 cutlays for
these two accounts, is our case study rrogram. OMB classifies
this program as "relatively uncontrollable.”" In addition to
these two accounts, a third account, entitled Payments to
Health Care Trust Funds (75-0580-0-1-551), represents the
appropriated amounts for Federal payments to the health
care trust funds for benefits and related administrative
costs not financed by contributions from workers and
emplovyers.

The Hospital Insurance program is financed principally
through a special hospital insurance payroll tax levied on
employees, employers, and the self-employed. General reve-
nues of the Treasury (annual appropriation) finance three
small activities which are 3.4 percent of the total budget
authority for the Hospital Tnsurance Trust Fund in fiscal
year 1980.

The Supplementary Medical Insurance program is financed
jointly through monthly premium charges on enrollees together

11z
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with contributions from the general revenues of the Treasury
(annual appropriation). The annual appropriation represents
68.6 percent of the total budget authority for the Federal
Supplementary Medical Insurance Trust Fund in fiscal year
1980.

Combining the two trust funds, the annual appropriation
request represents 22.3 percent of the total budget author-
ity for Medicare in fiscal year 1980 ($7,969,906,000 out of
a total of $35,808,906,000). The bulk of this, as previously
noted, pays for benefit payments.

Since 1965, the appropriation request was not changed
until the 1979 budget when it was reduced by $3 million, and
in the 1980 budget it was reduced by $1.75 million. However,
both of these reductions were not in the case study program,
Medicare benefit payments, rather they were in the adminis-
tration activity. Table 12 shows the recent history of the

appropriation request.

Table 12

Recent Appropriation History
for the Medicare Program

(dollars in thousands)

Increase/Decrease (=)

Fiscal Budget o from appropriation
year request Appropriation request
1978 $7,242,941 $7,242,941 $ 0
1979 7,763,913 7,760,913 (-3,000)
1980 7.,969,906 7,968,156 a/ (-1,750)

a/Conference report.

Table 13 shows the action taken by the Congress on the
Medicare program request for fiscal year 1980.

The reduction in the appropriation request was not in
our benefit payments case study, rather it was in the admin-
istration activity to cover the Professional Standards Review
Organization's review of hospital admissions of Medicaid
patients. This activity reguires an appropriation to reim-
burse the trust fund.
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Table 13

Initial Congressional Action on
Medicare Program Reguest, Fiscal Year 1980

(dollars in thousands)

Adminis-

tration's

appropria- Final
tion request House Passed Senate Passed Enacted
$7,969,906 $7,966,406 $7,969,906 $7,968,156

In addition to appropriations, congressional action was
taken on $1.74 billion of legislative cost savings proposals
ments program. The centerpiece of the legislative program
was Hospital Cost Containment which the administration esti-
mated would reduce Medicare benefit payments outlays by
$1.5 billion in the fiscal year 1980 budget, For the second
year in a row it failed to pass.

Driving forces

Medicare is a "relatively uncontrollable" entitlement
program financed principally through taxes in the Hospital
Insurance program, and premiums plus an annual appropria-
tion in the Supplementary Medical Insurance program. How-
ever, even the annual appropriation is "locked in" because
Medicare is an entitlement program, allowing little dis-
cretion in the short term. This basic character of the
Medicare program generates the two primary driving forces
for HCFA budget formulation.

First, budget estimates for the current law base pro-
gram are actuarial projections. The Office of Financial and
Actuarial Analysis (OFFA), composed of actuaries, prepares
the current law base estimates for Medicare benefit payments.
In fact, the ZBB submission has only a current level--no
minimum or enhanced levels. Three indications of this driving
force are the following:

--no field or regicnal input into the budget estimates,
--no dollar guidance from higher levels, and

--no review of the substance of the estimates by higher
levels for budget formulation.
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The lack of review is due to the confidence in the profes-
sionalism of the actuaries.

Second, budget action during formulation occurs pri-
marily with legislative cost savings (negative) proposals
and proposed regulatory changes. This is because estimates
for the current law base program for Medicare benefit pay-
ments are actuarial projections with little review and
little controversy. Thus, legislative proposals and pro-
posed regulatory changes are the means of affecting the
the Medicare budget. The prime example is the "Hospital
Cost Containment" legislative cost saving proposal. There
are two reasons for this. There have been very tight budgets
for 1980 and 1981, and actions to reduce fraud, abuse, and
waste received attention. The result is that the
emphasis in new legislative proposals and proposed requla-
tory changes has switched from expansion of services to
better program management and cost savings.

Organizational level changes on the request amount

The dollar amounts requested by each organizational
level are seen in figure 14. Every organization level
accepted the budget estimate for the current law base pro-
gram of Medicare benefit payments with no changes. The
change in December, before the President's budget was
released, was a reestimate by the actuaries themselves
due to changing economic conditions. Each submission had
only a current level because that was the only decision
level prepared for Medicare benefit payments. Other
decision levels are inappropriate because the program is
"locked in" by statute. Almost all changes are possible
only through legislative proposals.

Chronology of key dates and events

The following are key dates and events in budget
formulation for the Medicare bhenefit payments program
for fiscal year 1980.

Program level formulation

February 18, Secretary issues memo, "Development of Poli-

1978 cies, Budgets, and Legislative Programs for
Fiscal Years 1980 and 1981" to POC heads.
This set up the budget process for fiscal
year 1980.
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March 8,
1978
March 17,
1978
April 7,
1978
April 18,
1978
April 24,
1978
April 25,
1978

May 12,
1978

Late May
1978

APPENDIX VII

A "Legislative Strategy Paper" was submitted
by HCFA to the Office of the Secretary im
response to the February 18 memo. This
detailed proposed budget priorities for HCFA
during the fiscal year 1980 formulation.

A 2-hour "Policy and Budget Strategy Meeting"
was held between the Administrator of HCFA
and the Secretary and Under Secretary of HEW.
This meeting was in effect the kickoff for
the fiscal year 1980 budget formulation.

Secretary issues memo, "Major Legislative
Initiatives for the FY 1980 Cycle," to POC
heads. This set up the nine major legisla-
tive task forces.

"Health Care Financing Administration FY 1980
Budget Instructions" were sent from the HCFA

Budget Division to all components, including

bureaus, of HCFA.

Secretary issues memo, "Guidance for the FY
1980 Budget and FYs 80 and 81 Legislation,"
to POC heads. This accompanied the April 25
instructions. This memorandum provides addi-
tional guidance and it identifies other
legislative reauthorizations, new proposals,
and major studies not covered in the April 7
memorandum. Budget planning ceilings are not
issued. The Secretary is particularly inter-
ested in proposals to reduce waste as identi-
fied by the Inspector General.

Deputy Assistant Secretary, Budget issues
memo, "Zero-Base Budgeting Instructions for
Fiscal Years 1980-82," to POC budget con-
tacts. These instructions were sent out 1
week after the instructions were sent from
the HCFA Budget Division.

OFAA submits current law estimate for the
Medicare benefit payments base program to
the HCFA Budget Division. Total equals
$33,899,000,000 in outlays.

HCFA prepares and reviews budget, legislation,
and ZZB rankings.
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June 1,
1978

June 6,
1978

June 15,
1978

APPENDIX VII

HCFA submits budget, "Preliminary Estimates of
Zero-Base Budget Requirements for Fiscal Year
1980," to the Office of the Secretary.

Current law base $33,899,000,000
Regulatory savings - 26,850,000
Current law total 33,872,150,000
Legislative proposals -1,189,300,000
Proposed total 32,682,850,000

The Secretary issues memo, "Action Plans to
Reduce Fraud, Abuse, and Waste,” to POC heads
detailing targets for fraud, abuse, and waste
to be incorporated in legislative and budget

submissions. However, this came out 6 days
after the due dates for their submission.
HCFA responded by making tables which showed
the extent to which the budget met or did not
meet these targets. The budget at this time

was not changed.

HCFA submits legislative package, "Major HCFA
Initiatives for FY 1980 and 1981," to the
Office of the Secretary.

Department level formulation

June-July
1978

Late June-

early July
1978

July 18,
1978

July 26,
1978

Office of the Secretary staff offices review
the budget and legislation. These staff
offices are the Office of Management and
Budget, the Office of Planning and Evaluation,
and the Office of Legislation.

Under Secretary meets with the nine major
legislative task force project managers to
review their plans for possible inclusion in
the POC budgets.

Under Secretary meets with the Administrator
and staff and Office of the Secretary staff
offices to review the HCFA budget.

Under Secretary meets with the Administrator

and staff and Office of the Secretary staff
offices to review the HCFA legislation.
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August 2,
1978

August 9,
1978
August 14,
1978

August 17,
1978

Late August-
September 15,
1978

Late August-
September 11,
1978

September 15,
1978

OMB

APPENDIX VII

Under Secretary issues "Preliminary 1980
Allowance" to the Administrator of HCFA.

The Administrator of HCFA submits the "Budget
Appeal" to the Secretary of HEW.

Secretary meets with the Administrator and
staff and 0ffice of the Secretary staff
offices for appeals of the "Preliminary 1980
Allowance."

Secretary issues "Final 1980 Allowance” to
the Administrator of HCFA.

Several issues are resolved between HCFA and
the Office of the Secretary that actually

are not covered in the "Final 1980 Allowance."
A comprehensive ranking for all ZBB decision
packages of the HEW budget is prepared. The
Deputy Assistant Secretary, Budget does the
first draft with subsequent review by all
staff offices and the Under Secretary and
Secretary.

HEW submits "Justifications of Budget Esti-
mates for Office of Management and Budget
Fiscal Year 1980" to CMB.

Current law base $33,899,000,000
Regulatory savings - 542,600,000
Current law total 33,356,400,000
Legislative proposals -1,751,300,000

Proposed total 31,605,100,000

formulation

November
1978

30,

November 30-
December 4,
1978

OMB passback is formally delivered to HEW.

Appeal strategy 1is prepared and reviewed in-
cluding appeals by the POC heads with staff
at meetings with Secetary and Under Secretary
on December 1.
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December 5,
1978

December 15,
1978

December 1978
and January
1979

January 22,
1979

APPENDIX VII

Secretary of HEW submits "HEW's FY 1980 Budget
Appeal" to the Director of OME. The appeal is
43 pages.

Secretary of HEW meets with the President to
discuss appeals.

The President and OMB finalize the budget.

The President's budget is released. Reduction
of $753 million in the Medicare benefit pay-
ments base program was a reestimate by the
actuaries in OFAA due to changing economic
conditions.

Current law base $33,146,000,000
Regulatory savings - 386,000,000
Current law total 32,76¢0,000,000
Legislative proposalsd -1,744,000,000
Proposed total 31,016,000,000
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DEPARTMENT OF THE INTERIOR CASES

SEQUENCE OF STEPS FOR FISCAL YEAR 1980

OVERVIEW OF

KEY DATES AND EVENTS

IN THE DEPARTMENTAL PROCESS

The following is a chronological listing of the key
dates and events in the overall departmental budget formu-
lation cycle for fiscal year 1980, with an emphasis on the
dates of formal policy and deollar guidance given by higher
levels to lower levels, and the dates of formal budget sub-

missions by lower levels.

Other dates and events are

listed with separate case study discussions in the following

pages.

January 31,
1978

February 28,
1978

March 290,
1878

May 15,
1978
July 10,
1978

Letter from Director of OMB providing prelimi-
nary policy and dollar guidance for fiscal
year 1980. Planning targets of $5,888,000,000
were given by OMB for the Department as a
whole.

Memo from DOI Director of Budget to Assistant
Secretaries and Heads of Bureaus and Offices
providing a table of Bureau/Office allowances
and targets. OMB multiyear budgeting targets
for Bureaus and Offices are included.

Memo from Secretary of DOI to the Solicitor
and Assistant Secretaries providing policy
and dollar guidance at the Bureau/Office
level. Proposed levels not to exceed 12
percent ($6.6 billion) over controllable
portion of OMB 1980 target levels
($5,888,000,000). Assistant Secretaries are
expected to hold their areas within nine
percent ($6.4 billion) of the OMB planning
targets.

Bureaus submit their budget requests to their
Assistant Secretaries and the Assistant Secre-
tary of Policy, Budget and Administration
(PBA) containing Bureau, account, program,

and subprogram dollar totals.

Director of OMB, as a result of OMB's Spring
Planning Review with derartmental officials,
provides revised policy and dollar guidance

[}
2
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for the Department as a whole for fiscal vears
1980-82, employment ceilings and budget year

issues.
September Bureaus submit their budget estimates in ZBB
8-11, format to DOI's Office of Budget.

1978

September 19, Departmental submission to OMB providing a

1978 table of 89 consolidated decision unit pack-
ages and 19 over ceiling packages. The
cover letter gives highlights of the pro-
posed DOI $5.851 billion budget.

Late OMB reviews budget submissions, holds agency
September- hearings, gives its passback and hears
November 14, agency appeals. OMB passback document, on
1978 November 14, provides detailed decision unit

allowances and explanations cf reductions.

November 1978- President reviews budget recommendations and

Janaury 22, decision on agency budget. OMB notifies
1979 agency and agency revises estimates.
January 23, President submits FY 1980 budget regquest to
1979 the Congress.

BUREAU OF LAND MANAGEMENT

Our review's work locations

As seen in figure 15, our case study work on selected
programs in BLM involved work at both the headquarters and
field level.

The range management case study highlights

The BLM administers approximately 174 million acres of
public lands in the 11 western States which provide part
or all of the livestock grazing needs for an estimated 3.3
million cattle, 4 million sheep, 15 thousand wild horses and
burros. The BLM range management program consists of two
components: grazing management, which generates approxi-
mately $20 million annually in grazing fees, and wild horse
and burro management.

*_..l
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Figure 15

APPENDIX VIII

GAO Work Locations in Review of Bureau of Land Management'’s

Budget Formulation

Office of
Management
and
Budget

|

Department
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Interior

Headquarters
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Bureau
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tand
Management
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Colorado
State
Office

and below

ldaho

State

Office
and below

Wyoming
State
Office

and below

1

Canyon City
District
Office

Boise
District
Office

Rawlins
District
Office
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Budget account and recent funding

The range management program is funded through the BLM's
budget account "Management of Lands and Resources" (14-1109-
0-1-302), and is a subpart of the "renewable resource manage-
ment" activity. OMB classifies this program as relatively
controllable.

The range management program requests have increased by
$12.5 million over the last 3 years. Furthermore, the
Congress increased the program request by 2.7 percent in
fiscal year 1978 and by 1.4 percent in fiscal year 1979.

The increases for fiscal years 1978 and 1979 reflected con-
gressional concern for preserving and enhancing public lands
as well as the impact of wild horses and burros on these
lands. This is seen in table 14.

Table 14

Recent Appropriation History for the
Range Management Program

(dollars in thousands)

Increase/decrease (=)

Fiscal Appropriation from appropriation
year request Appropriation request

1978 $23,899 $30,347 $6,448

1979 31,357 35,759 4,402

1980 36,455 42,010 5,555

Table 15 shows the action (as of November 30, 1979)
taken by the Congress on the range management program
request for fiscal year 1980.

Table 15

Initial Congressional Action on Range
Management Program Request, Fiscal Year 1980

(dollars in thousands)

Administration's

appropriation House’ Senate Final
request Reported Passed Reported Passed enacted
$36,455 $40,455 $40,455 $42,255 $42,255 $42,010
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The House recommended a $4 million increase over the
President's request for the range management program.
According to the House report, the increase is to provide
for "grazing management in order to implement a total
of 104 (50 additional) grazing management plans in
FY 198¢ . . ." and "$1.5 million for wild horse and burro
research and management, the Secretary's highest priority
program in BLM. The amount recommended by the [House
Appropriations] Committee will provide the capability to
remove 6,500 animals in FY 1980."

The Senate recommended an increase of $5.8 million over
the President's reguest for range mangement. This increase
reflects four areas of concern to the [Senate Appropriations]
Committee: BLM's failure to control excess populations of
wild horses and burros in the West; sufficient funds for BLM
to continue operations at the Spanway Distribution Center
under the Adopt-a-Horse program in Washington State; possible
severe economic impact of large grazing allotment reductions
in the western public lands States; and the heavy strain on
range management funding created by ever-increasing environ-
mental protection requirements, diverting funds into
expensive environmental paperwork instead of on-the-ground
range management and improvements.

The final action by the Congress on range management
represents an increase of about $5.6 million over the Presi-
dent's request. Of the appropriation, about $5.2 million
ig provided for wild horse and burro management, with the
remaining going toc grazing management. This level of
funding represente a gain of 11 percent over the Presi-
dent's request for wild horse and burrc management and a
gain of 16 percent for grazing management.

Driving forces

The two key factors which influence the range program
funding level are the program's traditional popularity and
the court-ordered environmental impact statement schedule,
Historically, the range program has not only been a popular,
but also a high priority program with BLM, the Department
of the Interior, and the Congress. This popularity, in part,
accounts for the steadily increasing funding levels,

The other factor influencing the range program funding
level is the reguirement that BLM meet a court-ordered envi-
ronmental impact statement schedule. As a result of Natural
Resource Defense Council (NRDC) vs Morton, early 1975, BLM's
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grazing programmatic environmental statement was ruled inade-
quate. Consequently, BLM is committed to complete 212 site-
specific environmental statements on 150 million acres of
public land by 1989. Completing this number of environmental
statements within this timeframe is a costly and labor-
intensive undertaking, but not meeting the schedule could
result in the Department of the Intericor being held in con-
tempt of court,

Organizational level changes on the request amount

The dollar amounts requested by the principal organi-
zational levels are seen in figure 16.

Of the three ZBB levels (proposed, current, and minimum)
used by DOI in fiscal year 1980 budget formulation, the pro-
posed level represents the request amount. The current
level equates to the fiscal year 1979 President's budget
request. The minimum level is neither the percentage below
current level used for some DOI programs ncr the level below
which it is feasible to continue the program, but rather
an amount below the current level determined by BLM hezad-
qguarters.

As the range management request moved up the line, its
suppert remained constant.

The fire management and emergency
fire case study highlights

The objectives of BLM's fire management program are to
protect natural resources and other values on publiic lands
from loss or depletion due to wildfire, and to develop utili-
zation techniques as a tool for resource management. This
program includes preparedness or "presuppression" work in
advance of actual fire occurrence to reduce the risk of fire,
and to increase effectiveness of suppression once a fire
does start.

In the emergency program, funds are used for emergency
presuppression efforts and for actual suppression of fires
starting on or threatening the public lands, and for subse-
guent emergency rehabilitation work in burned areas to
reduce resource and economic losses. These funds are not
used for regular time of permanent employees engaged in
emergency fire work since their salaries are already pro-
grammed in other accounts, nor are they used for purchase
of capitalized eqguipment, certain training costs, or fire
planning, which is funded out of the fire management
subactivity.

12
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Budget account and recent funding

The fire management program is funded through the BLM's
budget account "Management of Lands and Resources" (14-1109-
0-1-302), and is a subpart of the "renewable resource manage-
ment" activity. OMB classifies this program as relatively
controllable.

The firefighting and rehabilitation program is funded
through the BLM's budget account "Management of Lands and
Resources" (14-1109-0-1-302). OMB classifies this program
as relatively controllable,.

The fire management program reguests have been at a
fairly stable level in recent vears, with the exception of
the one-time congressional add-on in fiscal year 1979 of
$4 million, to replace aging firefighting equipment and
accelerate training of employees in presuppression and fire-
fighting methods. This is seen in table 16.

mable 16

Recent Appropriation History for
the Fire Management Program

(dollars in thousands)

Increase/decrease (-)

Fiscal Budget from appropriation
year  reguest  Appropriation request

1978 §8,304 S 8,284 {(-20)

1979 8,647 lz,612 3,965

1980 8,764 8,764 0

Similarly, the firefighting and rehabilitation program
requests have been at a fairly stable level in recent years,
with the exception of the fiscal year 1979 request for $30
million, which was cut back to the customary $4.75 million
by the Congress. This fiscal year 1979 reguest stands out
as different from all prior and subsequent requests due to
a request by rthe House and Senate Budget Committees to the
DOI and OMB to come up with an average total firefighting
cost for the fiscal year 79 request, with no supplemental
request. 1In the past, costs for emergency firefighting and
rehabilitation have been met through deficit financing which
required borrowing funds from other accounts and subseguent
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supplemental appropriations to repay these accounts. The
objective of the Budget Committees' request was to reduce
the need for borrowing from other accounts, such as the
Land and Water Conservation Fund, and to minimize the need
for annual supplemental appropriations. This is seen in
table 17.

Table 17

Recent Appropriation History
for the Emergency Fire Program

(dollars in thousands)

Increase/decrease {(~)

Fiscal Budget from appropriation
year request Appropriation request

1978 $ 4,750 $4,750 a/ 0

1979 30,000 4,750 a/ (=-25,250)

1980 4,750 4,750 0

a/Firefighting supplemental appropriation: fiscal year 1978
= $53 million; fiscal year 1979 = $44.9 million.

Tables 18 and 19 show the action (as November 30, 1979)
taken by the Congress on the fire management and emergency
firefighting program's requests for fiscal year 1980.

Tabie 18

Initial Congressional Action on Fire
Management Program Request, Fiscal Year 1980

(dollars in thousands)

Administration's

appropriation House Senate Final
reguest Reported Passed Reported Passed enacted
$8,764 $8,764 $8,764 $8,764 $8,764 $8,764
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Table 19

Initial Congressional Action on the Emergency
Fire Program Request, Fiscal Year 1980

(dollars in thousands)

Administration's

appropriation House Senate Final
request Reported Passed Reported Passed enacted
$4,750 $4,750 $4,750 $4,750 $4,750 $4,750

Neither the House nor the Senate recommended an

:
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Driving forces

The fire management program has a fairly stable funding
level. The program's budget is relatively small and it does
not have high priority within the DOI.

Similarly, the emergency fire program has had a history
of deficit financing with token initial requests of $4 to $5
million and annual supplemental appropriations ranging from
approximately $20 to $53 million over the last 7 years.
Since the majority of the funding for this program is accom-
plished by supplemental appropriations, the initial token
reguest has become predictable and noncontroversial.

Organizational level changes on the request amcunt

The dollar amounts requested by the principal organi-
zational levels are seen in figures 17 and 18. Of the
three ZBB levels (proposed, current, and minimum) used
by DOI in fiscal year 1980 budget formulation, the proposed
level represents the request amount for the fire management
program. The current level equates to the fiscal year 1979
President's budget request. The minimum level is 75 percent
below current level,.

However, for the emergency fire program, the minimum
and current request levels are the same and there is no pro-
posed level. Therefore, there is only one request level,
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As the fire management request moved up the line, its
support increased at the departmental level in an effort to
retain the congressional add-on in the fiscal year 1979
appropriations in the fiscal year 1980 request. This add-on
was disallowed by OMB in the fiscal year request since it
was intended for the one-time purchase of firefighting
equipment and deferrable training.

As the emergency fire request moved up the line, it
appears to have suffered a tremendous cut at the depart-
mental level. This change, however, in the request level
is accounted for by the fact that the May 15 figures repre-
sent the fiscal year 1979 request whereas the September 15
figures represent congressional action on that request
level (for details see appendix VI).

The coal case study highlights

BLM's coal program centers around the administration of
leases, collection of data to determine site reclamation
potential, preparation of environmental analyses and impact
statements, and processing of short-term lease applications.
Receipts from coal leases on public lands amounted to
$11.9 million in fiscal year 1978 and are estimated to total
$15.0 million in fiscal year 1979, and $18.0 million in
fiscal year 1980. '

Budget account and recent funding

The coal program is funded through BLM's budget account
"Management of Lands and Resources" (14-1109-0-1-302), and
is a subpart of the "energy and mineral management" activity.
OMB classifies this program as relatively controllable.

The coal program requests have fluctuated during fiscal
years 1978-80. 1In fiscal year 1978, the Congress cut not
only the coal program funding level but also the number of
positions in order to reflect slippages in the program
resulting from policy judgments of the Secretary of the
Interior. In contrast, in fiscal year 1979, Congress
increased the coal program request to fund limited reackti-
vation of coal leasing following the settlement of the
injunctive suit of the Natural Resources Defense Council
{NRDC) .

In fiscal year 1980 the coal program request was only
slightly above the level of the previous year and was
approved by the Congress without change. This is seen in
table 20.
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Table 20

Recent Appropriation History for the Coal Program

(dollars in thousands)

Increase/decrease (=)

Fiscal Budget from appropriation
year request Appropriation request

1978 $20,181 $19,502 $(-679)

1979 17,352 21,100 3,748

1980 21,065 21,000 (-65)

Table 21 shows that action (as November 30, 1979) taken
by the Congress on the coal program request for fiscal
year 1980.

Table 21

Initial Congressional Action on Coal
Program Request, Fiscal Year 1980

(dollars in thousands)

Administration's

appropriation House Senate Final
request Reported Passed Reported Passed enacted
$21,065 $21,065 $21,065 $21,065 $21,065 $21,000

Driving forces

The two key factors which influence the coal program
funding level are the program limitations imposed by the
Natural Resources Defense Council (NRDC) suit and the
setting of a firm goal by the Secretary of the Interior to
plan for leasing of 5-10 tracts by mid-1980 if such leasing
is needed.

Prior to the NRDC suit in 1977, the BLM coal program
was in a custodial management mode from the early to
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mid-1970s. Program capability increased thereafter to

to prepare environmental statements and to assess land
capability in anticipating new leasing. However, in
September 1977, the U.S. District Court for the District
of Columbia, in the case of NRDC vs. Hughes, enjoined the
Federal Government from taking any steps whatsoever,
directly or indirectly, to implement the coal programmatic
environmental impact statement prepared in 1975. Needless
to say, this injunction set back the program by prohibiting
calls for nominations of tracts for Federal coal leasing
and issuance of coal leases, with certain exceptions. In
1978 there was a proposed modification of the order of the
District Court in NRDC vs. Hughes allowing processing of
some short-term lease applications and preference right
lease applications.

This proposed meodification of the court order coupled
with the Secretary's commitment to be in a posture to
initiate competitive coal leasing by mid-1980, have
increased the program's budget and manpower reguirements.
The fiscal year 1980 budget reguest reflected this stepped-
up level of activity in the coal program. Of the three ZBB
levels (proposed, current, and minimum) used by DOI in
fiscal year 1980 budget formulation, the proposed level for
the coal program represents the request amount and assumes
the offering of 5-10 tracts for competitive sale in the
fiscal year 1980 President's budget request. The current
level equates to the fiscal year 1979 President's budget
request. The minimum level for the coal program assumes
no future leasing activities beyond those anticipated in
fiscal year 1979.

As the coal program reguest moved up the line, its
support remained constant. 1/ See figure 19.

Chronology of key dates and events: range,
management, and fire programs

The following are key dates and events in budget for-
mulation on the range management and two fire programs for
fiscal year 1980.

1/It is interesting to note that the funding level recom-

mended in the coal task force report corresponded with
the BLM budget request to DOI on May 15 and also with
the anticipated and forthcoming congressional add-on to
the fiscal year 1979 coal program request.
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Program level chronology to May

The Bureau of Land Management (BLM) fiscal year 1980
budget formulation for Colorado, Wyoming, and Idaho
started with receipt of the budget package directives from
headquarters by the State directors about January 1, 1978.
The State directors held meetings to determine program
target amounts based on the total budget target supplied
to them in the headquarters directives.

On January 10, 1978, Idaho's director forwarded the
headquarters directives to the district together with
tentative Level A and B funding ceilings for each decision
unit and a tentative ranking table for comments only.

On January 25, 1978, after receiving district comments,

the director revised program ceilings and provided districts
with several decision unit funding ceilings and a ranking
table. He requested a written submission of detailed
programming data on February 8, 1978.

In Colorado, the director requested the decision unit
leaders (program specialists) to submit a one-page justifi-
cation covering funding, work to be accomplished, tentative
staff months, etc., to him by January 17, 1978, so he could
set program priorities and dollar allocations. Priorities
and allocations were set about January 18, 1978, and com-
municated to the specialists. These specialists prepared
directives for district offices.

In Wyoming, the director, associate director, and pro-
gram specialists determined activity target amounts. Once
they were determined, it was left to the specialist to pre-
pare the package submission and consult with the districts
as necessary. After the program specialists compiled the
Zero Base Budget (ZBB) package submissions, they were for-
warded to the Environmental and Planning Coordination Divi-
sion for review of proper format, quality control, and time-
liness. When all the packages were in order, the complete
submission was sent to the State director for approval and
signature,

February The above State offices forwarded the

1978 fiscal year 1980 submission to head-
guarters about February 23, 1978, 8
weeks after the total process started.

January 31, Letter from Director of OMB, which

1978 set out planning targets, $5,888
million for fiscal year 1980,
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February 28,
1978

February-
March 1978

March 30,
1978

March-
April
1978

APPENDIX VIII

for the Department, and significant
policy determinations. No program

guidance for range, fire management,
or firefighting and rehabilitation.

Memo from DOI Director of Budget to
Assistant Secretaries and heads of
Bureaus and Offices, providing a table
of Bureau/Office allowances and targets
(BLM = $876 million for fiscal year
1980, Management of Land and Resources
account = $275 million for fiscal

year 1980). OMB multiyear budgeting
targets are included (account level
guidance assumed no growth and program
level guidance did not give dollars
but assumed no growth).

BLM - Headgquarters program development
analysts review State office range
submissions. (State offices do not
submit budget requests for the fire-
fighting and rehabilitation program.)

Memo from Secretary of DOI to the
Solicitor and Assistant Secretaries
with policy and fiscal guidance at the
Bureau/Office level. Proposed levels
not to exceed 12 percent ($6.6 billion)
over controllable portion of OMB 1980
target levels ($5,888 million).
Assistant Secretaries are expected to
hold their areas within 9 percent

($6.4 billion) of the OMB planning
targets. Range program guidance con-
sisted of statement of high priority
given to meeting court-stipulated time-
table and requirements, but not dollar
guidance. No fire management or fire
fighting and rehabilitation program
guidance was provided.

Three weeks of meetings invcolving the
BLM Office of the Director, Office of
Program Development, and Program
Associate Directors, ensued to deter-
mine budget estimates, including range
fire management, and firefighting and
rehabilitation.
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April-
June
1978

Agency level

APPENDIX VIII

OMB Spring Planning Review: OMB dis-
cussed program developments and manage-
ment issues, and resulting budgetary
effects, with agencies and compiled
total outlay estimates for comparison
with revenue estimates. OMB developed
recommendations for the President on
fiscal policy, 1/ program issues, and
budget levels.

chronology between May and September

=

y 15,
7

a
a0
270

May 19-
August 15,
1978

July 10,
1978

BLM budget reguest forwarded to the
Assistant Secretary for Land and Water
Resources and the Assistant Secretary
for Policy, Budget and Administration
(PBA). Range request was $36.4 million,
fire management request was S8.8 mil-
lion, and firefighting and rehabili-
tation request was $30.0 million. (See
figures 16, 17, and 18.)

PBA reviewed submissions from Bureaus/
Offices and made recommendations to the
Secretary. Assistant Secretaries
briefed the Secretary on their pro-
grams. Secretary transmitted his pro-
posed budget to the Assistant Secre-
taries. Assistant Secretaries could
appeal before Secretary made final
budget decisions.

OMB planning allowance letter provided
budget planning ceilings for 1980-82
for the Department as a whole, employ-
ment ceilings and budget year issues.
No range program guidance for range,
fire management, or firefighting and
rehabilitation was provided.

1/In coooperation with the Treasury Department and the Council
of Economic Advisers.
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August-
September
1978

September §-11,
1978

APPENDIX VIII

Congressional action on fiscal year
1979 DOI appropriation, set range
program at $35.76 million, fire
management at $12.61 million, and
firefighting and rehabilitation at
$4.75 million.

Bureaus submitted their budget esti-
mates in ZBB format to DOI's Office
of Budget.

OMB level chronology from September to submission

of president's budget to the Congress

September 19,
1978

Late September-
November 14,
1978

DOI submitted its fiscal year 1980
budget estimates to OMB, providing

a table of 89 consolidated decision

LUNNSUVIL AUGLTR KkTL a2

unit packages, and 19 over-ceiling
packages: The body of the letter

gave highlights of the proposed bud-
get. Range request was $36.4 million,
fire management request was $10.8
million, and firefighting and rehabil-
itation request was $4.75 million.
(See figures 16, 17, and 18.)

OMB reviewed budget submissions, held
agency hearings, gave its passback,
and heard agency appeals. OMB pass-
back document on November 14 provided
detailed decision unit allowances and
explanations of reductions (including
suggested $8.2 million reductions in
the Range, Soil, and Wildlife decision
unit in several deferrable activity
areas: project development cut $4.4
million, research and studies cut $2.8
million, and management operations cut
cut $1 million) suggested $4 million
reductions in fire management, and
suggested $2 million reductions for
one-time purchase of firefighting
equipment and $2 million reduction in
presuppression training. BLM appealed
approximately $7 million for the Range,
Soil, and Wildlife decision unit.
There were no appeals of the fire
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management or firefighting and rehabil-
habilitation reductions.

November 1978~ President reviewed budget recommenda-

January 1979 tions and decisions on agency budget.
OMB notified agency of its recommenda-
tions and agency revised its estimates.

January 23, President submitted fiscal year 1980
1979 budget request to the Congress.
(Range request was $36.5 billion, fire
management was $8.8 million, and emer-
gency firefighting was $4.75 million.)

Chronology of key dates and events: Coal program

The following are key dates and events in budget formu-
lation on the coal program for fiscal year 1980.

Program level chronology to May

The fiscal year 1980 budget was separated from the rest
of the budget preparation for the State offices. For
Colorado and Wyoming, budget instructions were received by
the State directors fraom a headquarters-based Coal Task
Force about mid-March 1978, and passed to the program spe-
cialists. Although no program dollar guidance was provided
by BLM headquarters, the instructions empahasized the
following programmatic points:

--the coal program was to receive high priority,
--regional statements and studies were to reflect
major workload efforts already included in the 1978

annual work plan and meet deadlines,

~--inventory and planning efforts were to receive major
emphasis,

--geveral areas per State leasing offers were to be
anticipated, and

~-descriptions of the basis of estimates for various
work or contracts provosed were to be provided.

March 15, Budget submissions were due on

1978 March 24, 1978. Because the timeframe
was so short, the program specialists
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did not ask the district for informa-
tion. The States submitted their
budget to headguarters, where the
Program Group and Task Force met to
review the data.

January 31, Letter from Director of OMB (see prior
1978 chronology for details). No coal pro-
gram guidance.

February 28, Memo from DOI Director of Budget to

1978 Assistant Secretaries and heads of
Bureaus and Offices {see prior chron-
ology for details). The only guidance
that related specifically to coal
concerned making the assumption of a
5 percent annual price increase in
receipt estimates.

March 30, Memo from Secretary of DOI to the
1978 Solicitor and Assistant Secretaries
(see prior chronoleogy for details).

Coal program guidance consisted of
being prepared to resume any necessary
competitive coal leasing by June 1980,
incluing any necessary field studies
for long-term coal leasing decisions.

April 1978 Three weeks of meetings {see prior
chronology for details).

April-June OMB Spring Planning Review (see prior
1978 chronology for details).

Late March-May At BLM headquarters, coal program

1978 analvsts and the Coal Task Force review

the States' coal submissions. The task
force prepares its revcort, planning and
budget for coal leasing, 1978 through
1980, which recommends that the fiscal
vear 1980 request level of the coal pro-
ram be $21.0 million.

Agency level chronology from May to September

May 15, BLM budget request coal forwarded {see
1978 prior chronology for details). Coal
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program request was $21.1 million,
{see figure 19).

May 19-August 15, PBA reviewed submissions from Bureaus/

1978 Offices (see prior chronology for
details).

July 10, OMB planning allowance letter is trans-

1978 mitted (see prior chronology for

details). No ccal program guidance was
provided.

August-September Congressional action on fiscal year

1978 1979, DOI appropriation set the coal
program at $3.7 million increase.
(See figure 19.)

September 8-11, Bureaus submitted their budget esti-
1978 mates (see prior chronology for
details).

OMB level chronology from September tc submission
of President's budget to the Congress

September 9, DOI submitted its fiscal year budget

1978 estimates to OMB, (see chronology for
details). Coal regquest was $21.1
million (see figure 19).

Late September- OMB reviewed budget submissions, (see
November 14, prior chronology for details). OMB ap-
1978 proved the $21.065 million for the

coal program (see figure 19).
November 1978- President reviewed budget recommenda-
January 1979 tions (see prior chronology for details).
January 23, President submitted fiscal year 1980
1979 budget request to the Congress. Coal

request was $21.0 million (see
figure 19).

HERITAGE CONSERVATION AND RECREATION SERVICE

Qur review's work locations

As seen in figure 20, our case study work on selected
programs in HCRS involved work at both the headquarters and

146




APPENDIX VIII

GAO Work Locations in Review of
Heritage, Conservation and Recreation Service's Budget Formulation

Figure 20
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field levels of HCRS, Bureau of Land Management (BLM), Fish
and Wildlife Service (FWS), Forest Service (FS), and
National Park Service (NPS).

The Land and Water Conservation Fund
program case study highlights

The Land and Water Conservation Fund (LWCF) was created
by the Land and Water Conservation Fund Act of 1965 (P.L.
88-578) to increase outdoor recreation opportunities. The
fund is divided into two "sides" to accomplish two distinct
purposes.

~-The "Federal side," which cannot receive lessg than
40 percent of the total fund, acquires lands for
federally administered parks, wildlife refuges, and
recreation areas. These areas are administered by
the National Park Service (NPS), Fish and Wildlife
Service (FWS), and Bureau of Land Management (BLM)
in the Department of the Interior, and Forest Service
(FS) in the Department of Agriculture. All acquisi-
tion programs must be specifically approved by the
Congress.

--The "State side" provides grants to States and,
through States, to their cities, counties, towns,
etc., for the acquisition and development of public
outdoor recreation areas. The Federal Government
cannot provide more than 50 percent of the funds for
any project.

Revenues for this fund are obtained from the sale of
surplus Federal real property, the Federal motor boat fuels
tax, and Outer Continental Shelf receipts. For fiscal vear
1980, the fund is limited by law to revenues of $900
million.

Budget account and recent funding

The Land and Water Conservation Fund (LWCF) program 1is
funded through HCRS' budget account 14-5005-0-2-303, con-
sisting of assistance to States ("State side"), Federal
programs ("Federal side"), and administrative expenses.
Both assistance to States and Federal programs are classi-
fied as relatively controllable by OMB.

The "State side®™ requests have remained relatively
constant over the past 3 years while the "Federal side"
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requests have fluctuated by over $100 million during the

same time period.

It should also be noted that for both

fiscal years 1978 and 1979 Congress appropriated more to
the "Federal side" than the Executive requested, while it

did not increase the

"State side"

$45 million in fiscal year 1978).

altered in 1980, where both the "State side"

(reducing it by over
This practice was
and the

"Federal side" were reduced by a total of $100.8 million.

This is seen in table 22.

Table 22

Recent Appropriation History for

Land and Water Conservation Fund Program

Fiscal
year

1978
State side
Federal side
Admin.
Total

1979
State side
Federal side
Admin.
Total

1980
State side
Federal side
Admin.
Total

{dollars in thousands)

Budget Appro-
request priation
$351,635 $306,070
239,136 285,166
__9,229 8,764
$600,000 $600,000
369,790 369,790
347,477 359,988
7,733 7,247
$725,000 $737,025
359,307 300,000
242,873 201,801
__ 1,820 __ 1,393
$610,000 $509,194

Increase/decrease
from appropriation

reguest

$- 45,565
46,030

(=)

Table 23 shows the action (as of November 30, 1979)

taken by the Congress on the LWCF program request for

fiscal year 1980.

The House recommended a reduction of $162.9 million

from the President's original and supplemental reguest.
The "State side" was reduced by $159.3 million.
"Federal side," the $12 million supplemental for the
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Pinelands National Reserve was deleted while the original
request was increased by $8.4 million--a net decrease of
$3.6 million.

The Senate recommended a reduction of $55.8 million
from the President's original and supplemental request,
$107.1 million above the House recommendation. The
"State side" coincided with the President's original
request. The Senate report stated, "the $159,307,000
reduction approved by the House involves a sharp drop in
current support, and most States clearly merit maximum
support.” On the "Federal side," the $12 million supple-
mental was included, but the original request was reduced
by $54.7 million. According to the Senate report

"Recent jumps in authorized spendings limits for the
Land and Water Conservation Fund have fostered

equally rapid increases in appropriations. At the same
time the Congress has also authorized a major expansion
of the National Park System and granted wider general
authority for Federal land purchases to other resource
management agencies. In some cases, dollars have piled
up faster than these agencies can spend them properly.
This in turn has resulted in some land acquisition
proposals that were hastily conceived, perhaps more

to utilize available funding than to address actual
program needs.

At the beginning of August * * * little more than
half the appropriation available to the land managing
agencies had been obligated. Three of these agencies
had yet to obligate even the funds carried forward
from fiscal 1978 * * *

Clearly, in the Committee's judgment, the avail-
ability of more than $220,000,000 in unused appropria-
tions diminishes the need for more new funding in
fiscal 1980 * * *,

Accordingly, wherever any fiscal 1980 budget
proposals for Federal land acquisition were not
clearly justified, or wherever any question of
suitability or authority existed, the Committee has
deferred funding for more careful review. And where-
ever the land acquisition agencies have not demon-
onstrated that they can obligate available appropria-
tions in a timely and effective manner, the Committee
has reduced the level of new funding."
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Final Senate action increased the funding level recom-
mended by the Senate Appropriations Committee by $372,000,
leaving the "State side” the same, lowering the "Federal
side" $328,000, and raising the administrative expenses
$700,000.

Final action was between the Senate and House
versions--almost $15 million was added to the "Federal
side," while $59 million was cut from the "State side,"
and administrative expenses did not change.

Driving forces

Earlier decisions and long-range planning do not
determine the level of funding for the LWCF. 1In fiscal
year 1980, the driving force for the funding level of the
entire fund is the fact that LWCF is one of the two largest
controllable funds in the Department of the Interior.
Therefore, the fund can have any request below the $900
million maximum. In the Spring Passback, OMB determined
a figure ($610 million) and gave no further instructions
on how it should be used. The LWCF request was $610
million.

The driving force for the division of the $610 million
between the two "sides" was the determination of the
Director of HCRS with approval through the Department to
split the fund on a 60/40 basis (60 percent to the "State
side" and 40 percent to the “"Federal side"). The decision
had been made to divide the fund on this basis when HCRS
was requesting the $900 million maximum prior to the
Spring Passback.

The division of funds is allocated by a static
formula, part of which is stated in law and part of which
is at the discretion of the Secretary of the Interior.

According to HCRS officials, the driving force
behind the division of the "Federal side" funds between
NPS, FS, FWS, and BLM is the priority ranking of all the
proposed projects. HCRS has certain criteria by which
the projects are judged. Those with the most "need" are
funded first. However, in the fiscal year 1980 process,
while a separate ranking was completed for each service,
there was no overall ranking combining all the projects
for the four services. Over the past 3 years, the per-
centage of the Federal funds which were requested for
each of the services in the President's budget has
remained relatively constant (see table 24).
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Table 24

Each Service's Percentage of
"Federal Side" Request in
President's Budget

Fish and Bureau of
Fiscal National Park Forest wildlife Land
year Service Service Service Management
1980 a/ 60 23 10 2
1979 b/ 61 22 15 1
1978 60 28 11 1

a/Does not add to 100 percent because of a supplemental
request of $12 million for acquisition of land at Pine-
lands National Reserve which would not go to any of the
four services.

b/Does not add to 100 percent due to rounding.

There is a perception by some officials at the services
involved that the fund is being divided on a percentage
basis. Also, after each of the four services reviews its
portion of the reguest, individual projects may be added and
subtracted by the service at its discretion. These changes
cannot, however, affect the overall funding level for the
service.

Organizational level changes on the request amount

The dollar amounts requested by the principal organi-
zational levels are seen in figure 21.

The ZZB levels originally submitted by HCRS to the
Department for consideration had four levels. The two
most important ones were the minimum and proposed levels.
The minimum was what the fund needed to retain personnel,
administer unobligated carryovers and make outlays, and
plan for the future. The proposed level of $900 million
was the maximum permitted by law. After OMB's passback
in July, $610 million was the proposed level. Support
remained at $610 million from July on.

Chronology of key dates and events

The following are key dates and events in budget
formulation on the LWCF program for fiscal year 1980.




Figure 21

Organizational Level Changes in the Appropriation Request for the Land and Water
Conservation Fund, Fiscal Year 1980
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Program level

November FWS Washington office asked regional offices

1977 for proposed projects for "Federal side"
(responses received in January).

December BLM Washington office asked regional offices

1977 for proposed projects for "Federal side"
(responses received in January).

January 26, NPS Washington office sent budget directives

1978 for "Federal side" used in FY 1979 formulation

to regional offices for fiscal year 1980 use
(responses received in February).

January 31, Letter from Director of OMB, which set out

1978 planning targets of $5,888 million for the
Department. No specific LWCF guidances and
significant policy determinations.

February 16, Land Planning Group (policy group within

1978 "Federal side" of LWCF--predecessor of Land
and Water Conservation Fund Policy Group)
sent instructions to four services for budget
formulation: «criteria to be used, defini-
tions of minimum and current levels, and
agency target figures for unconstrained level
(NPS--$360 million, FS--$130 million,
FWS~~-$155 million, BLM--$6.5 million).

February 28, Memo from DOI Director of Budget to Assistant

1978 Secretaries and heads of bureaus and offices,
providing a table of Bureau/Office allowances
and targets. Projection for LWCF--$850

million.
March 1, FS Washington office sent budget directives
1978 for "Federal side" from Land Planning Group

(LPG) to regional offices (responses
received during March).

March 15, Budget priority ranking due from four

1978 services to LPG for "Federal side" (formal
submissions received from NPS on March 17,
BLM on March 29, FWS on April 4, and FS on
April 7).
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March 30,

1978

April 7,
1978

April 21-24,
1678
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Memo from Cecil Andrus, Secretary of DOI, to
the Solicitor and Assistant Secretaries with
policy and fiscal guidance at Bureau/Office
level--"LWCF may not exceed the authorized
levels" ($900 million).

DOI Deputy Assistant Secretary of Policy,
Budget, and Administration (PBA) to Eliot
Cutler, transmitting OMB Submission of
Interjior's Spring Planning Issues.

LPG divided "Federal side"” between four
services, HCRS directorate reviewed the
allocations, and the four services were
notified of their level,

Agency level from May to September

May 16,
1978

May

1978
June
1978

June 22,
1978

June
1978

July 10,
1978

July 12,
1978

August 1,
1978

Formal submission of budget request from HCRS
to PBA and Assistant Secretary of Fish Wild-

1ife and Parks (FWP) request for LWCF was for
$900 million.

Informal results of OMB Spring Review-—-LWCF
to receive $610 million.

President approved LWCF at $610 million.

Director of HCRS to Assistant Secretary, FWP,
requesting 60/40 split between "State" and
"Federal sides."

Division of funds by two sides on basis of
60/40 split.

Official OMB Planning Allowance of $610
million for LWCF with no other dollar details.

Director of HCRS to Assistant Secretary, FWP
requesting 60/40 split between "State" and
"Federal sides.”

Secretary of DCI to Assistant Secretaries—-'
Decisions on allocation of allowances given
by OMB (including administrative amounts):

LWCF - "State side" $366 million
"Federal side" 244 million
$610 million
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OMB level chronology from September to submission

of President's budget to the Congress

September 8-11,

1978

September 19,
1978

Late September-

November 14,
1978

November 10,
1978

November
1978

November -
December
1978

November 1978-
January 1979

January 23,
1979

Bureaus submit their budget estimates in
72B format to DOI's Office of Budget.

DOI submission of budget reguest to OMB--
request for LWCF is for $610 million,
appeal by DOI for 60/40 split of LWCF.

OMB reviewed budget submission, held
agency hearings, gave its passback, and
heard agency appeals. OMB passback docu-
ment on November 14 provided detailed
decision unit allowances.,

Passage of Omnibus Park Bill.

Supplemental appropriation incorporating
newly authorized sections in Omnibus Park
Bill not accepted. DOI decision made to
incorporate portions of bill into fiscal
year 1980 request for "Federal side"
without increasing level of funding.

Almost continuous informal contact between
different levels (OMB, Interior Budget
Office, Office of Policy Analysis, Assist-
ant Secretary, FWP, HCRS, LPG, and the
Washington offices of the four services

in determining which projects to fund.

As dollar levels were changed between
services, each service was given a short
period of time to come up with which
projects at what level of funding could

be accomplished.

President reviewed budget recommendations
and decisions on agency budget.

President. submitted fiscal year 1980
budget request to the Congress. The
request for LWCF was $598 million in
appropriation and a $12 million supple-
mental--or $610 million. The $610
million was divided on a 60/40 basis
between the "State" and "Federal sides."
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DEPARTMENT OF DEFENSE CASES

SEQUENCE OF STEPS FOR FISCAL YEAR 1980

OVERVIEW OF KEY DATES AND EVENTS
IN THE DEPARTMENTAL PROCESS

The following is a chronological listing of the key
dates and events in the overall departmental budget formula-
tion cycle for the fiscal year 1980 operations and mainte-
nance (O&M) appropriation. Emphasis is placed on the dates
of formal policy and dollar guidance given by higher levels
to lower levels, and the dates of formal program and budget
submissions. Dates for program submissions are included as
they are the link between planning and budgeting. Decisions
on what will be accomplished during the budget year are
primarily made during the programming cycle. All dollar
amounts are given on the O&M level, if available. Other
dates and events are listed with the separate discussions
of the Army and the Air Force presented later. 1/

January The President, at the time that the

1978 fiscal year 1979 budget was issued
(Janury 1978), also approved DOD's
estimates for 3 out years as
suitable budget authority planning
targets; for fiscal year 1980, the
target for all DOD was $139.4

billion.
January 17, The Office of the Secretary of Defense
1978 (0OSD) published the draft Consolidated

Guidance, providing both mandatory and
suggested program guidance. 2/ Fiscal
guidance for each service's total obli-
gational authority for 5 years was given

1/0ur review concerned the Office of the Secretary of
Defense, and numerous components of the Army and the
Air Force. We did not contact the Joint Chiefs of
staff (JCS). Therefore, this chronology does not dis-
cuss JCS involvement in DOD's budgeting process.

2/This guidance was developed after, and partly reflected,
considerable service input.
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March
1978

May
1978

June
1978

APPENDIX IX

in three ZBB levels. 1/ At the basic
level, this guidance was:

Arny $34.4 billion
Alr Force $37.1 billion.

0OSD published the Consolidated Guidance,
providing both mandatory and suggested
program guidance. 2/ Fiscal guidance
for each service's total obligation
authority for 5 years was given in

three ZBB levels. At the basic level,
this guidance was:

S
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Air Force $37.8
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Each service submitted its Program
Objective Memoranda (POM), which
describes the basic level program and
adjustments necessary to reach the
minimum/enhanced levels. Program
costs are presented for 5 years.

OSD issued the Budget Estimate Guid-
ance (BEG) concerning the preparation
and submission of budget estimates. It
discussed civilian pay increases, re-
imbursements for industrial funds, and
zero—base budget materials. It pro-
vided no fiscal guidance.

1/DOD used three ZBB levels, defined essentially (there
were some minor service variations) as follows:

"Minimum"-~the level of performance below which no
constructive contribution could be made.

"Basic"—--the level of performance at current year
service or input level without major policy changes.

"Enhanced"~--the level with increased output or service
levels consistent with major objectives.

2/This guidance was developed after, and partly reflected,
considerable service input.
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July After reviewing service POMs, 0SD pro-
1978 vided its tentative decisions in the
Program Decision Memoranda (PDMs).
The fiscal year 1980 PDMs reflected
program estimates in three ZBB levels.
Basic level estimates were:

Army $34.6 billion
Air Force $39.3 billion,

Services may appeal the decisions.

July OMB provided fiscal guidance to DOD,

1978 citing a target budget authority of
$135.1 billion.

August 0OSD issued final program decisions in

19738 the Amended Program Decision Memoranda

(APDMs). Program changes resulted in
revised estimates, at the basic level,
of:

Army $35.0 billion
Air Force $39.3 billion.

Guidance for the minimum and enhanced
levels was also provided.

August Total obligational authority (TOA) con-

1978 trol total and supplementary instruc-
tions were provided to the services.
For fiscal year 1980, this document
provided updated fiscal guidance, for
the basic level, of: 1/

Army $35.9 billion
Air Force $40.1 billion.

The dollar estimates given in the following sections
are for operations and maintenance/general purpose forces

1/This document does not usually provide updated fiscal
guidance. However, for fiscal year 1980, the APDM esti-
mates were revised to reflect an increased inflation
rate.
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(O&M/P-2), the focus of our review. The preceeding esti-
mates were given at the level provided in the particular
document,

September Each service submits its budget esti-

1978 mates in ZBB format, simultaneously to
0SD and OMB for their review. Estimates
for 0&M/P-2 basic level were:

Army $3.5 billion
Alr Force $2.0 billion.
September-— During this period, a process in DOD
December known as the "DPS cycle" (Decision
1978 Package Sets cycle) occurs. OSD reviews
and, subject to serv1c9 appeal approves
or disapproves the Decision Package Sets.

Approved DPSs comprise the total DOD
recommended budget. OMB also reviews
the proposals.

January The President's fiscal year 1980 budget
1979 was submitted to the Congress, reflecting
estimates of:

DOD $135.0 billion
Army 33.2 billion
O&M 9.9 billion
o&M/P-2 3.2 billion
Alir Force 36.4 billion
O&M 10.1 billion
o&M/P-2 1.9 billion.

DEPARTMENT OF THE ARMY

Qur review's work locations

As seen in figure 22, our case study work on the
selected program in the Army involved work at both the head-
quarters and field level.
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Figure 22

GAO Work Locations in Review of the Department of the Army’s O&M
General Purpose Forces Program Budget Formulation
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of Defense
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General purpose forces
operation and maintenance
case study highlights

The primary aim of the general purpose forces operation
and maintenance program is to provide the readiness training,
operation and maintenance of equipment and facilities related
to the combat forces other than those in the Strategic
Forces Program. These 0O&M funds must support the forces in
maintaining the capability to perform levels associated with
these forces and related support units which are deployed or
deployable as constituent parts of military forces. These
operation and maintenance costs include civilian pay,
contract services for maintenance of equipment and facili-
ties, expendable supplies, and repair parts for equipment.

Budget account and recent
funding

The 0O&M general purpose forces program is funded
through the Department of the Army's budget identification
code 21-2020-0-1-051. The budget associated with the code
represents the 0&M activities related to the major forces
program active forces. The O&M budget is classified by
OMB as being relatively controllable. The table below
presents the recent dollar request and appropriation
history for the O&M general purpose program.

Table 25

Recent Appropriation History of Army Operations
and Maintenance/General Purpose Forces

(dollars in thousands)

Fiscal Appropriation Increase/
year reguest Appropriation decrease (-)
1978 $2,691,983 $2,594,710 -$97,273
1979 3,033,764 2,982,154 - 51,610
1980 3,210,820 a/ 3,150,299 a/ - 60,521

a/Excludes budget amendment of $84.6 million,

As shown above the funding appropriated by the Congress
increased from 1978 to 1980. However, the appropriations
enacted for those years represented decreases from the
funding levels requested.
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Driving forces

In the recent past, the funding for 0&M/P-2 has shown
only a slight yearly change. Such stability is what one
would expect, given the purpose of 0&M/P-2 funds. These
funds provide operation and maintenance required to insure
that forces have the capability to perform their mission.
Thus, a key determinant of the funding level is the size
of the forces that must be operated and maintained. Within
the last few years, the Army force has been fairly constant,
consisting of 16 divisions plus other assorted units,
stationed throughout the world. Once basic force size has
been established, the modernization and readiness levels of
these forces also impact the funding level. For example,
the introduction of new weapons systems, training require-
ments, and maneuver or tank battalions can affect funding
needs.

In addition, overall budget factors can be of
importance, such as the President's "NATO" commitment,
repeated in his proposed budget for fiscal year 1980, for
a 3 percent "real" growth in defense spending for 1980.

Organizational level changes
on the reguest

The budget dollar amounts submitted by the principal
organizational levels are seen in figures 23 and 24. 1In
accordance with ZBB theory, there is no one ZZB level
designated as "the reguest" level, although the "enhanced"
level most closely represents the desired level. It is
important to note that a given ZBB level at two organiza-
tional levels (for example, the "basic" level at FORSCOM
and Army headquarters) may not reflect the estimated cost
of implementing the same program. "Program alternatives”
(see appendix IV) may be eliminated or new cnes created,
etc., throughout the review process. Therefore, any
decrease or increase in the dollar amounts from one organ-
ization level to another may mean that program requirements
have been changed.
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Figure 24

Organizational Level Changes in the Appropriation Request for the Army Operation
and Maintenance: General Purpose Forces Program,
Fiscal Year 1980

Army O&M/General Purpose Forceﬁ
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Chronology of key dates and events

The following are key dates and events in the formula-
tion of the Army O&M/P-2 budget for fiscal year 1980.

October
1977

December 22,
1977

January 17,
1978

February
1978

March 7,
1978

March 29,
1978

April 20,
1978

May
1978

Army issued the Preliminary Army Plan-
ning and Program Guidance Memorandum
(PAPPGM) to be used by the Army staff
in developing the Army POM. This
guidance was finalized later, on

March 16, 1978. 1t discussed policy
and resource constraints.

Army issued instructions to the major
commands for preparation of the Pro-
gramming Analysis and Resource Review
(PARR) their programming input to the
Army POM.

CSD published the Draft Consolidated
Guidance, providing both mandatory and
suggested program guidance. Fiscal
guidance for each service's total
obligation authority for 5 years was
given in three ZBB levels. For fiscal
year 1980 the Army basic level was
estimated as $34.4 billion.

FORSCOM submitted its programming input
to the Army.

0SD forwarded the Draft Consolidated
Guidance which included program as
well as fiscal guidance. The Army
guidance was $34.6 billion.

FORSCOM provided instructions to
Ft. Campbell for use in preparing its
budget estimate submission.

The Army Select Committee reviewed the
program being developed for the POM.

The Army published its Program and
Budget Guidance (PBG) which allocated
POM resources to each major command
according to appropriation accounts.
Major defense program estimates were
provided for information only.
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May 19,
1978

May 23,
1978

June 30,
1978

July 1,
1978

July 25,
1978

August 20,
1978

August
1978

APPENDIX IX

FORSCOM's allocation for O&M was
$§1.26 billion. The informational
amount provided for O&M/P-2 was
$1.21 billion.

Ft. Campbell submitted its budget
request to FORSCOM. O&M was estimated
at $56.1 million; O&M/P-2 at $53.5
million.

The Army POM (fiscal year 1980-1984)

was submitted to 0SD. The POM dis-
cusses the Army basic level program and
alternatives necessary to reach the
minimum/enhanced levels. The fiscal

year 1980 basic level program for the
Army was estimated to cost $37.8 billion.

0SD issued the BEG concerning the
administrative preparation of budget
estimates.

FORSCOM submitted its budget estimates
to Army in three ZBB levels. The basic
level was $1.21 billion for O&M/P-~2.

After review of the POM and the subse-
quent issue meetings, OSD issued the
Program Decision Memorandum (PDM)
which approved the POM with certain
tentative changes. The estimate for
the Army basic level 1980 program was
$34.6 billion.

Following Army appeals of the PDM, OSD
issued its Amended Program Decision
Memorandum (APDM). The Army program
estimates were given in three ZBB levels,
with a basic level for fiscal year 1980
of $35.0 billion.

0SD revised the budget estimates of the
APDM to reflect a higher inflation rate.
The Army basic level cost increased to
$35.9 billion.
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September- ' Jointly, OSD and OMB reviewed the Army
December budget, approving and revising each
1978 decision package set.

January The President's fiscal year 1980 budget
1979 was submitted to the Congress, contain-

ing a total Army program of $30.4 bil-
lion. Of this, $9.9 billion was for
O&M; $3.2 billion for O&M/P-2. The
FORSCOM budget was $1.21 billion for
O&M; $1.18 billion for O&M/P-2.

DEPARTMENT OF THE AIR FORCE

Our review's work locations

As seen in figqure 25, our case study work on the
selected program in the Air Force involved work at both the
headquarters and field level.

General purpose forces operation
and maintenance case study
highlights

The primary aim of the 0O&M general purpose forces
program is to provide operation and maintenance required to
insure that the forces have the capability to perform its
mission through tactical air operations, interdiction,
close air support, tactical air reconnaissance and special
air operations as circumstance of the tactical forces
includes civilian pay, contract services for maintenance
of equipment and facilities, travel, expendable supplies,
and repair parts for weapon systems and equipment.

Budget account and recent
funding

The O&M general purpose forces program is funded
through the Department of the Air Force's budget identifi-
cation code 57-3400-0-1-051. The budget associated with
this code represents the 0O&M activities associated with the
major force programs related to the active forces. The 0O&M
budget is classified by OMB as being relatively controllable.
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Figure 25

GAO Work Locations in Review of the Department of the Air Force's O&M
General Purpose Forces Program Budget Formulation
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The table below presents the recent dollar request and
appropriation history for the O&M general purpose program.

Table 26

Recent Appropriation History of Air Force QOperations and
Maintenance/General Purpose Forces

(dollars in thousands)

Fiscal Appropriation Increase/
year request Appropriation decrease (-}
1978 $1,589,309 $1,521,340 -$67,969
1979 1,737,106 1,695,247 - 41,859
1980 1,850,163 1,966,694 116,531

As shown above the funding appropriated by the Congress
increased from 1978 to 1980. However, the appropriations
represented decreases from the funding levels requested.

Driving forces

In the recent past, the funding for 0&M/P-2 has shown
only a slight increase. Although affected by external
pressures such as the President's pledge to NATO for 3
percent real growth in defense spending in fiscal year
1980, and inflation, funding for 0O&M/P-2 has been
generally stable.

Both the size and composition of the Air Force are a
direct function of the threat posed by potential adversaries.
The procurement of the latest and most sophisticated air-
craft is in response to that threat. While aircraft can be
procured only to the extent authorized by the Congress, once
purchased it is Air Force policy to operate and maintain
these aircraft to the extent that will achieve at least a
minimum level of readiness. The amount of funds required
for 0&M/P-2 is then directly related tc the force structure
and the readiness requirements. Within the last few years,
the basic force level has been fairly constant--e.g., 26
tactical wings. The modernization and readiness levels of
these wings also affect funding requirements. Also impor-
tant are such budget factors as the President's "NATO"
commitment for increased defense spending.
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Organizational level changes
con the request

The dollar amounts requested by the principal organiza-
tional levels are seen in figures 26 and 27.

Chronology of key dates and events

The following are key dates and events in budget
formulation on the 0O&M/P-2 program for fiscal year 1980.

November 14, TAC's guidance to Langley Air Force

1977 Base regarding the "call" for the
fiscal year 1979 and 1980 was based
on the Air Force and Financial Pro-
gram (F&FP) updated October 1977.

January Program documents reflecting the

1978 updated President's budget were pro-
vided to TAC as a guide for the
operation of the major command in
the program/budget formulation
process.

08D forwarded the Draft Consolidated
Guidance which included program as
well as fiscal guidance. The Air
Force guidance at the basic level
was $37.09 billion for the total
service budget.

The Air Force then provided planning
target estimates to TAC. The plan-
ning target, $553.4 million, repre-
sented the minimum level from which
TAC prioritized its requirements

on an incremental basis.

March 10, TAC submitted its "Operation and Main-

1978 tenance Budget" to Headguarters repre-
senting a pricing and prioritization
of TAC's 0O&M requirements. The 0&M
program totaled $686.5 million at the
basic level. The 08M/P~2 program
totaled $627.9 million at the basic
level.
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Figure 26

Organizational Level Changes in the Appropriation Request for the Air Force
Tactical Air Command Operations and Maintenance: General Purpose Forces
Program, Fiscal Year 1980
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Figure 27

Organizational Level Changes in the Appropriation Request for the Air Force
Operation and Maintenance: General Purpose Forces Program, Fiscal Year 1980

F-15
September 15, 1978 January 23, 1979 £ RPMA
o 3y O Other
$2,000 |~ 4 1,075 g l88
1,934
L. 1,850
1,800 r—
1,600 p—
r—
1,400 -
-
o ]
M £ ;
- g
| 1,200 |- 2l 2 §S
E @ ©
L I~ 2 ® 2?
L 2 | S| "
1,000 p—~ < ” 2
i - "
o n
N 800
S
600 r-
- RN \\k\ ) \(\\\\
N NN
400 |~ . N NN
R SRR AR
N }QO\\ NN
- N A NS
\.j*\ \\\\g NN
NN AN RN
200 — N Q\\g\\ ‘:f;\\\\:
-

Air Force President

to Office of
the Secretary
of Defense/OMB

4 poes not add to bar total due to rounding.

174




APPENDIX IX

March 28,
1978

March 30,
1978

May 23,
1978

June 30,
1978

July
1978

August 8,
1978

August 15,
1978

August 20,
1978

APPENDIX IX

08D forwarded the final Consolidated
Guidance which included revised
program and fiscal guidance. The
amounht identified for the Air Force
was $37.8 billion at the basic level.

The Air Force board structure (a system
of committees) was briefed on exercised
requirements and the 0O&M requirements

of TAC were validated at the basic level
($686.5 million). Briefings continued
into May based on program exercises

to develop the POM.

Air Force submitted the POM (fiscal
year 1980-1984) for 0SD review. The
POM discusses the Air Force basic
level program and alternatives neces-
sary to reach the minimum/enhanced
levels. The fiscal year 1980 basic
level program was estimated to cost
$37.81 billion.

0SD issued Budget Estimates Guidance
concerning the administrative
preparation of budget estimates.

After review of the POM and the subse-
gquent issue meetings, OSD issued the
Program Decision Memorandum (PDM) which
approved the POM with certain tentative
changes. The estimate for the Air Force
basic level 1980 program was $39.3
billion. The Air Force responded to

the issues with appeal or reclaims.

TAC submitted the fiscal year 1979-1980
Base Operaring Support budget which
provides an update of nonforce changes.

Air Force completed budget exercise to
adjust the POM with repricing and fact-
of-1ife changes and made all PDM changes.

After considering the Air Force appeals
of the PDM, CSD issued its Amended Pro-
gram Decision Memorandum (APDM). The
Air Force program elements were given
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August
1978

September 12,
1978

September 15-22,
1978

September-
December
1978

January
1979

APPENDIX IX

in three ZRB levels with the basic level
for fiscal year 1980 of $39.25 billion.

0SD revised the budget estimates of the
ADPM to reflect a higher inflation rate.
The Air Force basic level cost increased
to $40.08 billion.

Air Force completed the Budget exercise
to introduce APDM changes. These exer-—
cises modify the 0OSD basic POM position
for changes resulting from the issues
cycle and for approved or directed
fact-of-life adjustments.

Alr Force completed the Budget Submit
Highlights directed fact-of-life adjust-
ment and submitted it for delivery to
0OSD.

Jointly, OSD and OMB reviewed the Air
Force budget, approving and revising
each decision package set.

The President's fiscal year 1980 budget
was submitted to the Congress, contain-
ing a total Air Force program of

$38.4 billion. Of this, $10.1 billion
was for O&M, and $1.85 billion for

O§M/ P-2. The TAC budget was $852.1
million for O&M: $796.1 million for
osM/P-2.
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ADDITIONAL SPECIAL WORK

To supplement our review of the role of field offices
in budget formulation (see appendix IV), we visited 30 field
offices in eight HEW and DOI subdepartmental organizations
beyond the case study program orgjanizations. The additional
places visited are the following:

DEPARTMENT OF THE INTERIOR ADDITIONAL
FIELD LOCATIONS VISITED

Bureau of Mines

Field Operations Centers:

Intermountain Field Operations - Denver, Colorado
Western Field Operations - Spokane, Washinjton
Mining Research Centers:
Spokane Mining Research Center
Denver Mining Research Center
Administrative Divisions:
Division of Finance - Denver, Colorado
Division of ADP - Denver, Colorado
Bureau of Reclamation
Pacific Northwest Region - Boise, Idaho
Lower Missouri Region - Denver, Colorado
U.5. Geological Survey
Conservation Division:
Central Regional Office - Denver, Colorado
Topographic Division:
Rocky Mountain Mapping Center - Denver, Colorado

Water Resources Division:
Central Regional Office -~ Denver, Colorado
Geologic Division:

Chemical Resources Branch - Denver, Colorado
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Earthguake Tectonics and Risk Branch - Golden,
Colorado

Uranium and Thorium 3ranch - 53olden, Colorado

Engineering Geology Branch - Denver, Colorado

0il and Gas Resources Branch - Denver, Colorado

Global Seismicity Branch - Golden, Colorado

Central Minerals Resources Branch - Denver,
Colorado

Electromagnetism and Geomagnetism Branch - Denver,
Colorado

Isotope Geology Branch - Denver, Colorado

National Park Service

Rocky Mountain Regional Office - Denver, Colorado

Pacific Northwest Regional Office - Seattle, Washington

Fish and Wildlife Service

Region 1 - Portland, Oregon

Region 6 - Denver, Colorado

HEALTH, EDUCATION, AND WELFARE

ADDITIONAL FIELD LOCATIONS VISITED

Public

gdealth Service

Denver Regional 0Office

San Francisco Regional Office

Food and Drug Administration

Denver District Office

San Francisco Regional Jffice

Office of Human Development Services

Denver Regional Office

San Francisco Regicnal Office

#ULS, GOVEARNMTNT PRINTING OFFICE : 198« 620-386/94
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