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THE VICE PRESIDENT 
WASHINGTON 

September 7, 1993 

The President 
The White House 
Washington, DC 

Dear Mr. President, 

The National Performance Review, the intensive, 6-month study of the 
federal government that you requested, has completed its work. This report 
represents the beginning of what must be, and - with your leadership 
will be, a long-term commitment to change. The title of this report reflects 
our goals: moving from red tape to results to create a government that works 
better and costs less. 

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

It is your vision of a government that works for people, cleared of 
useless bureaucracy and waste and freed from red tape and senseless rules, 
that continues to be the catalyst for our efforts. We present this report to you 
confident that it will provide an effective and innovative plan to make that 
vision a reality. 

Sincerely, 

Al Gore 
Vice President 
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PREFACE 
We can no longerafford topay morefr-andget lessfrom-ourgovernment.Theanswr r
 

everyproblem cannotalways be anotherprogram ormore money Itistime to ndically
 
changethe way thegovernment operates--toshiftfrom top-down bureaunmyto entrreneurial
 
governmentthatempowers ci"tizen andcommuntes to changeourcountryfrom the bottom up.
 

We must rewardthepeopleandideas thatwork andget idofthose thatdont
 

T he National Performance 
Review isabout change-
historic change-in the 
way the government 
works. The Clinton 
administration belizves it is 

time for a new customer service contract 
with the American people, a new guarantee 
ofeffective, efficient, and responsive 
government. As our tide makes dear, the 
National Performance Review isabout 
moving from red tape to results to create a 
government that works better and costs less. 

These are our twin missions: to make 
government work betterand cost ess. The 
President has already addressed the federal 
deficit with the largest deficit reduction 
package in history. The National 
Performance Review can reduce the deficit 
further, but it isnot just about cutting 
spending. It isalso about dosing the trust 
deficit: proving to the American people that 
their tax dollars will be treated with respect 
for the hard work that earned them. We are 
taking action to put America's house in 
order. 

The National Performance Review began 
on March 3, 1993, when President Clinton 
announced a 6-month review ofthe federal 

Bill Clinton andAl Gore 
aPuttingPeopleFirst

government and asked me to lead the 
effort. We organized a team ofexperienced 
federal employees from all comers ofthe 
government-a marked change from past 
effbrts, which relied on outsiders. 

We turned to the people who know 
government best-who know what works, 
what doesn't, and how things ought to be 
changed. We organized these people into a 
series ofteams, to examine both agencies 
and cross-cutting systems, such as 
budgeting, procurement, and personnel. 
The President also asked all cabinet 
members to create Reinvention Teams to 
lead transformations at their departments, 
and Reinvention Laboratories, to begin 
experimenting with new ways ofdoing 
business. Thousands of federal employees 
joined these two efforts. 

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



FROM RED TAPE TO RESULTS * CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

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

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

At a national conference in Tennessee, 
we brought together experts to explore how 
best to apply the principles of reinventing 
government to improving family services, 
In Philadelphia's Independence Square, 
where our government was born, we 
gathered for a day-long "Reinventing 
Government Summit" with the best minds 

from business, government, and the 
academic community. 

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

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

The National Performance Review 
focused primarily on how government 
should work, not on whatit should do. 
Our job was to improve performance in 
areas where policymakers had already 
decided government should play a role. 
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We examined every cabinet department changes proposed in the agencies and 
and 10 agencies. At two departments, departments of the government. 
Defense and Health and Human Services, We also expect that the reinventions we 
our work paralleled other large-scale reviews propose will allow us to reduce the size of 
already under way. Defense had launched a the civilian, non-postal workforce by 12 
Bottom-Up Review to meet the President's percent over de next 5 years. This will 
1994-1997 spending reduction target. In bring the federal workforce below two 
addition, comprehensive health and welfare million employees for the first time since 
reform task forces had been established to 1966. This reduction in the workforce will 
make large-scale changes in significant total 252,000 positions-1 52,000 over and 
parts ofHealth and Human Services. above the 100,000 already promised by 
Nevertheless, we made additional President Clinton. 
recommendations regarding both these Most of the personnel reductions will be 
departments and passed other findings on concentrated in the structures ofover
t( the relevant task force for review, control and micromanagement that now 

The National Performance Review bind the federal government: supervisors, 
recommendations, if enacted, would headquarters staffi, personnel specialists, 
produce savings of $108 billion over 5 budget analysts, procurement specialists, 
years. As the table below indicates, $36.4 accountants, and auditors. These central 
billion of these savings come from specific control structures not only stifle the 

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

AGENCIES 36.4 

STEAMLNING mE BuREAuccy 40.4
 
THROUGH REENGINEERING
 

PROCUREMENT 22.5
 
5%annual savings in total
 
procurement spending
 

INFoRmATION TECHNOLOGY 5.4
 
Savings due to consolidation and
 
modernization of the information
 
infrastructure
 

INTERGOVERNMENTAL 3.3
 
Offer fee-for-service option in lieu
 
of existing administrative costs
 

TOTAL 108.0 

(Foraferde4siction seeAppendixA adAppweh B.) 

1i 
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creativity of line managers and workers, 
they consume billions per year in salary, 
benefits, and administrative costs. 
Additional personnel cuts will result as each 
agency reengineers its basic work processes 
to achieve higher productivity at lower 
costs--eliminating unnecessary layers of 
management and nonessential staff. 

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

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

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

Finally, by simplifying paperwork and 
reducing administrative costs, we expect to 
save $3.3 billion over 5 years in the cost of 
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administering grant programs to state and 
local governments. 

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

Thispeformancereview is notabout 
politics. Programspassedby both 
DemocraticpresidentsandRepublican 
presidents,voted on by members of 
Congressofbothparties, andsupported 
by the Americanpeople atthe time,are 
being underminedby an infientand 
outdatedbureaucracyandby ourhuge 
debt.Fortoo long the basicfunctioning 
ofthe governmenthasgone unexamined 
We want to make improving the way 

governmentdoes businessapermanent 
partofhow govemment works, regardless 
ofwhichparyis inpower. 

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

"Then there's no time to lose," the 
general answered. "Plant it this afternoon." 

Al Gore 
Vice President ofthe United States 

iv 



INTRODUCTION 

Ourgoalisto make the entirefederalgovernmentboth less expensive andmore fient,
 
andto changeth, cultureofour nationalbureaucracyawayfrom complacency
 
andentitlementtowardinitiativeandempowerment. We intendto redegn,
 

to reinvent,to reinvigorate the entirenationalgovernment."
 

President Bill Clinton 

P 
Remarks announcing the National Performance Review 

March 3, 1993 

ublic confidence inthe obsolete. Itknows how to add, but not to 

federal government has never subtract. 
been lower. The average And yet, waste isnot the only problem. 
American believes we waste The federal government isnot simply 
48 cents of every tax dollar, broke; it isbroken. Ineffective regulation of 
Five of every six want the financial industry brought us the savings 

"fundamental change" in Washington. and loan debacle. Ineffective education and 
Only 20 percent of Americans trust the training programs jeopardize our 
federal government to do the right thing competitive edge. Ineffective welfare and 
most of the time-down from 76 percent housing programs undermine our families 
30 years ago.' and cities. 

We all know why. Washington's failures We spend $25 billion a year on welfare, 
are large and obvious. For a decade, the $27 billion on food stamps, and $13 billion 
deficit has run out ofcontrol. The national on public housing-yet more Americans 
debt now exceeds $4 trillion-$16,600 for fall into poverty every year.3 We spend $12 
every man, woman, and child in America. billion a year waging war on drugs-yet see 

But the deficit isonly the tip of the few signs ofvictory. We fund 150 different 
iceberg. Below the surface, Americans employment and training programs-yet 
believe, lies enormous unseen waste. The the average American has no idea where to 
Defense Department owns more than $40 get job training, and the skills of our 
billion in unnecessary supplies. 2 The workforce fall further behind those ofour 
Internal Revenue Service struggles to collect competitors.4 

billions in unpaid bills. A century after It isalmost as if federal programs were 
industry replaced farming as America's designednot to work. In truth, few are 
principal business, the Agriculture "designed" at all; the legislative process 
Department still operates more than 12,000 simply chums them out, one after another, 
field service offices, an average of nearly 4 year after year. It's little wonder that when 
for every county in the nation-rural, asked if "government always manages to 
urban, or suburban. The federal mess things up," two-thirds ofAmericans 
government seems unable to abandon the say "yes." 
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To borrow the words of a recent 
Brookings Institution book, we suffer not 
only a budget deficit but a performance 
deficit. 6 Indeed, public opinion experts 
argue that we are suffering the deepest crisis 
offaith in government in our lifetimes. In 
past crises-Watergate or the Vietnam War, 
for example-Americans doubted their 
leaders on moral or ideological grounds. 
They felt their government was deceiving 
them or failing to represent their values, 
Todays crisis isdifferent: people simply feel 
that government doesn't work 7 

In Washington, debate rarely focuses on 
the performance deficit. Our leaders spend 
most of their time debating policy issues. 
But if the vehide designed to carry out 
policy isbroken, new policies won't take us 
anywhere. If the car won't run, it hardly 
matters where we point it; we won't get 
there. Today, the central issue we face isnot 
whatgovernment does, but how it works. 

We needafideralgovernment that dd s 

morefor less. We needafideralgovernment 
thattreats itstapaye as wereI t t 

cwtomers andtreats taxpayerdollars with 

respectfrrthe sweatandsacficethatearned 
them. 

Vice President A Goable 
May 24, 1993 

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

President Clinton created the National 
Performance Review to do just that. In 
this report we make hundreds of 
recommendations for actions that, if 
implemented, will revolutionize the way 
the federal government does business, 
They will reduce waste, eliminate 
unneeded bureaucracy, improve service to 
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taxpayers, and create a leaner but more 
productive government. As noted in the 
preface, they can save $108 billion over 5 
years if those which will be enacted by the 
President and his cabinet are added to those 
we propose for enactment by Congress. 
Some ofthese proposals can be enacted by 
the President and his cabinet, others will 
require legislative action. We are going to 
fight for these changes. We are determined 
to create a government that works better 
and costs less. 

A Cure Worse Than The Disease 

Government isnot alone in its troubles. 
As the Industrial Era has given way to the 
Information Age, institutions-both public 
and private-have come face to face with 
obsolescence. The past decade has witnessed 
profound restructuring: In the 1980s, major 
American corporations reinvented 
themselves; in the 1990s, governments are 
struggling to do the same. 

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

But the cure has become indistinguish
from the disease. The problem isnot 

lazy or incompetent people; it isred tape
and regulation so suffocating that they stifle 
every ounce ofcreativity. No one would 
offer a drowning man a drink ofwater. And 
yet, for more than a decade, we have added 
red tape to a system already strangling in it. 

The federal government isfilled with 
good people trapped in bad systems: budget 
systems, personnel systems, procurement 
systems, financial management systems, 
information systems. When we blame the 
people and impose more controls, we make 
the systems worse. Over the past 15 years, 
for example, Congress has created within 
each agency an independent office of the 
inspector general. The idea was to toot out 
fraud, waste, and abuse. The inspectors 
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general have certainly uncovered impo,-ant 
problems. But as we learned in conversation 
after conversation, they have so intimidated 
federal employees that many are now afraid 
to deviate even slightly from standard 

Ourpeople, ofcourse,work hardfortheir 
mone... They wantqualty in the carsthey
buy They want quaiy in theirlocalschools 

operating procedure. 
Yet innovation, by its nature, requires 

deviation. Unfortunately, faced with so 
And they wantquaty in theirfiderl 
governmntandinfderalprogramns. 

many controls, many employees have 
simply given up. They do everything by the 
book-whether it makes sense or not. They 
fill out forms that should never have been 
created, follow rules that should never have 
been imposed, and prepare reports that 

SmatorJohna Glean 
Remarks introducing ahearing 

on federal planning and performance
May 5, 1992 

serve no purpose-and are often never even 
read. In the name of controlling waste, we 
have created paralyzing inefficiency. It's time 
we found a way to get rid of waste and 

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

encourage efficiency. IBM was. 

The Root Problem:
The t r ble m: 
Industrial-Era Bureancracies 

Many federal organizations are also 
monopolies, with few incentives to innovate 
or improve. Employees have virtual lifetime 
tenure, regardless oftheir performance. 

in an Information Age Success offers few rewards; failure, few 

Isgovernment inherently incompetent? 
penalties. And customers are captive; they
can't walk away from the air traffic control 

Absolutely not. Are federal agencies filled system or the Internal Revenue Service and 
with incompetent people? No. The sign up with a competitor. Worse, most 
problem is much deeper Washington is 
filled with organizations designed for an 
environment that no longer exists-
bureaucracies so big and wasteful they can 
no longer serve the American people. 

From the 1930s through the 1960s, 
we built large, top-down, centralized 

federal monopolies receive their money 
without any direct input from their 
customers. Consequently, they try a lot 
harder to please Congressional appropri
ations subcommittees than the people they 
are meant to serve. Taxpayers pay more 
than they should and get poorer service. 

bureaucracies to do the public's business. 
They were patterned after the corporate 
structures of the age: hierarchical 

Politics intensifies the problem. In 
Washington's highly politicized world, the 
greatest risk isnot that a program will 

bureaucracies in which tasks were broken perform poorly, but that a scandal will 
into simple parts, each the responsibility of erupt. Scandals are front-page news, while 
a different layer of employees, each defined routine failure isignored. Hence control 
by specific rules and regulations. With system after control system ispiled up 
their rigid preoccupation with standard to minimize the risk of scandal. The 
operating procedure, their vertical chains of budget system, the personnel rules, the 
command, and their standardized services, procurement process, the inspectors 
these bureaucracies were steady-but slow general-all are designed to prevent the 
and cumbersome. And in todays world of tiniest misstep. We assume that we can't 
rapid change, lightning-quick information trust employees to make decisions, so we 
technologies, tough global competition, and 
demanding customers, large, top-down 

spell out in precise detail how they must do 
virtually everything, then audit them to 

bureaucracies-public or private--don't ensure that they have obeyed every rule. 

3 
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D uring Ve 
.L.Fwith employees of the Department of Housing 
and Urban Development (HUD), the following 

exchange took place: 

Participant: We hadan artilein ournewsluttr 

severalmonthsago thatsaid- the ladstrywasId 
therhave alobotom than have anotheri . "doubt 

thatwas reflectingtheproblem ofourIdeas Prgram 

herein HUD. 
Many ofthe employees have wonderflidea about 

how to save money andso on, but the way it works is 

thatit hasto be approvedby thesupervisorandthe 
supervisor'supervisorandthe supervisorssupervisors 

supervisorbbreit everget to the Ideas Prgram 

Many ofthe supervisorsfirelthreatenedbecausethey 

didn'tthink ofthis idea, andthis money is wastedin 

theiroffice, andthey didn'tbeieve ordidn'tknow it was 

happeninganddidn'tcatch it. So they are threatened 
andftelthatit will make them look badifthey 
recognize the ida 

Vice President Gore: So they stmnglethatideain 

thectib, dont they? 

Partidpant: And then theystranglethepeonthat 
hadthe idea, 

The slightest deviation prompts new 
regulations and even more audits. 

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

This emphasis on process steals resources 
from the real job: serving the customer. 

Indeed, the federal government spends 
billions of dollars paying people who 
control, check up on, or investigate 
others-supervisors, headquarters staffi, 
budget officers, personnel officers, 
procurement officers, and staffs ofthe 
General Accounting Office (GAO) and the 
inspectors general.8 Not all this money is 
wasted, of course. But the real waste isno 

larger, because the endless regulations 
and layers of control consume every 
employee's time. Who pays? The taxpayer. 

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

In Atlanta, the employee explained, most 
organizations would hire neighborhood 
teenagers to mow a lawn for $10. But 
procurement regulations require the U.S. 
Marshals Service to bid out all work 
competitively, and neighborhood teenagers 
don't compete for contracts. So the federal 
government pays $40 a lawn to professional
landscape firms. Regulations designed to 
save money waste it, because they take 
decisions out of the hands of those 
responsible for doing the work. And 
taxpayers lose $30 for every lawn mowed. 

What would happen if the marshals 
used their common sense and hired 
neighborhood teenagers? Someone would 
notice-perhaps the Washington office, 
perhaps the inspector general's office, 
perhaps even the GAO. An investigation 
might well follow-hindering a career or 
damaging a reputation. 

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

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

4 
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within the federal government, but many risk of runaway spending or fraud. 
work hard to keep their innovations quiet. The National Performance Review 
By its nature, innovation requires a approached its task differently. Not only did 
departure from standard operating we look for potential savings and 
procedure. In the federal government, such efficiencies, we searched for success. We 
departures invite repercussions. looked for organizations that produced 

The result isa culture of fear and results, satisfied customers, and increased 
resignation. To survive, employees keep a productivity. We looked for organizations 
low profile. They decide that the safest, 
answer in any given situation isa firm 

that constantly learned, innovated, and 
improved. We looked for effective, 

"maybe." They follow the rules, pass the entrepreneurial public organizations. And 
buck, and keep their heads down. They we found them: in local government, in 
develop what one employee, speaking with state government, in other countries-and 
Vice President Gore at a Department of right here in our federal government. 
Veterans Affairs meeting, called "a At the Air Combat Command, for 
government attitude." example, we found units that had doubled 

their productivity in 5 years. Why? 
Because the command measured 

The Solution: Creating 
EntrepreneurialOrg izations 

performance everywhere; squadrons and 
bases competed proudly for the bestmaintenance, flight, and safety records; and 

How do we solve these problems? It 
won't be easy. We know all about 

top management had empowered 
employees to strip away red tape and 

government's problems, but little about redesign work processes. A supply system 
solutions. The National Performance that had once required 243 entries by 22 
Review began by compiling a people on 13 forms to get one spare part 
comprehensive list ofproblems. We had the into an F-15 had been radically simplified 
GAO's 28-volume report on federal and decentralized. Teams ofemployees were 
management problems, published last fill. saving millions ofdollars by moving supply 
We had GAO's High-RiskSeriAes, a 17- operations to the front line, developing their 
volume series ofpamphlets on troubled 
programs and agencies. We had the House 

own flight schedules, and repairing parts 
that were once discarded.9 

Government Operations Committee's At the Internal Revenue Service, we 
report on federal mismanagement, called found tax return centers competing for the 
Managingthe FederalGovernment:A Decade best productivity records. Performance on 
ofDecline.And we had 83 notebooks key customer service criteria-such as the 
summarizing just the tables ofcontents of accuracy of answers provided to 
reports published by the inspectors general, taxpayers-had improved dramatically. 
the Congressional Budget Office, the Utah's Ogden Service Center, to cite but 
agencies, and think tanks. one example, had more than 50 

Unfortunately, few of these studies "productivity improvement teams" 
helped us design solutions. Few of the simplifying forms and reengineering work 
investigating bodies had studied success processes. Not only had employees saved 
stories-organizations that had solved their more than $11 million, they had won the 
problems. And without studying success, it 1992 Presidential Award for Quality. 0 

is hard to devise real solutions. For years, the At the Forest Service, we found a pilot 
federal government has studied failure, and project in the 22-state Eastern Region that 
for years, failure has endured. Six of every had increased productivity by 15 percent in 
ten major agencies have programs on the just 2 years. The region had simplified its 
Office of Management and Budget's "high- budget systems, eliminated layers ofmiddle 
risk' list, meaning they carry a significant management, pared central headquarters 

5 
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Amerans votedfr a change lastNovember 

They wantbetterschools andhealthcareand 

bettermads andmorejobs,but they wantus 
to do it allwith agovernment thatworks 
betteron less money andthatis more 
responive, 

President Bill Clinton 
Remarks announcing the 

National Perfornance Review 
March 3, 1993 

staff by a fifth, and empowered front-line 
employees to make their own decisions. At 
the Mark Twain National Forest, for 
instance, the time needed to grant a grazing 
permit had shrunk from 30 days to a few 
hours-because employees could grant 
permits themselves rather than process them 
through hcadquarters. 1' 

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

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

Where we found success, we found many 
common characteristics. Early on, we 

THAT WORKS BETTER & COSTS LESS 

articulated these in a one-page statement of 
our commitment. In organizing this report, 
we have boiled these characteristics down to 
four key principles. 

1.Cutting Red Tape 

Eective, entrepreneurial governments 
cast aside red tape, shifting from systems in 
which people are accountable for following 
rules to systems in which they are 
accountable for achieving results. They
streamline their budget, personnel, and 

procurement systems-liberatingorganizations to pursue their missions. 
They reorient their control systems to 
prevent problems rather than simply 
punish those who make mistakes. They 
strip away unnecessary layers of regulation 
that stifle innovation. And they deregulate 
organizations that depend upon them for 
funding, such as lower levels of 
government. 

2. PuttingCustomers First 

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

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

In a democracy, citizens and customers 
both matter. But when they vote, citizens 
seldom have much chance to influence the 
behavior of public institutions that directly 
affect their lives: schools, hospitals, farm 
service agencies, social security offices. It is a 
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INTRODUCTION 

sad irony: citizens own their government,
 
but private businesses they do not own Principlesof the National
 
work much harder to cater to their needs. Prormae Rev iwPerformance Review 

3. Empowering Employees to Get Results VleWillinvetag m et t tt peopl 
Effective, entrepreneurial governments V firgby.l 

transform their cultures by decentralizing W tg n s pd 
authority. They empower those who work •Cutting unnecessary spending
on the front lines to make more of their •Serving its customers 
own decisions and solve more of their eEmpowering its employees 
own problems. They embrace labor- -Helping communities solve their 
management cooperation, provide training 
and other tools employees need to be own problems 
effective, and humanize the workplace. * Fostering excellence 
While stripping away layers and 
empowering front-line employees, they H 
hold organizations accountable for 
producing results. * Create a dear sense ofmission 

4Steer more, row less
4. Cutting Back to fGosics= Produln Delegate authority and responsibility


BReplace regulations with incentives
 

Effective, entrepreneurial governments •Develop budgets based on outcomes 
constantly find ways to make government •Expose federal operations to competition 
work better and cost less-reengineering 
how they do their work and reexamining •Search for market, not administrative, 
programs and processes. They abandon the solutions 
obsolete, eliminate duplication, and end e Measure our success by customer satisfction 
special interest privileges. They invest in 
greater productivity, through loan funds 
and long-term capital investments. And 
they embrace advanced technologies to cut taken the lead in reinventing these systems. 
costs. In 1990, it passed the Chief Financial 

These are the bedrock principles on Officers Act, designed to overhaul financial 
which the reinvention ofthe federal management systems; in July 1993, it passed 
bureaucracy must build-and the principles the Government Performance and Results 
around which we have organized our Act, which will introduce performance 
actions. They fit together much like the measurement throughout the federal 
pieces ofa puzzle: if one ismissing, the government. With Congress's leadership, we 
others lose their power. To create hope to reinvent government's other basic 
organizations that deliver value to American systems, such as budget, personnel, 
taxpayers, we must embrace all four. information, and procurement. 

Our approach goes far beyond fixing Our approach has much in common 
specific problems in specific agencies. with other management philosophies, such 
Piecemeal effirts have been under way for as quality management and business process 
years, but they have not delivered what reengineering. But these management 
Americans demand. The failure in disciplines were developed for the private 
Washington isembedded in the very systems sector, where conditions are quite different. 
by which we organize the federal In business, red tape may be bad, but it 
bureaucracy. In recent years, Congress has isnot the suffocating presence it isin 
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government. In business, market incentives 
already exist; no one need invent them. 
Powerful incentives are always at work, 
forcing organizations to do more with less. 
Indeed, businesses that fail to increase their 
productivity-or that tie themselves up in 
red tape--shrink or die. Hence, private 
sector management doctrines tend to 
overlook some central problems of 
government: its monopolies, its lack of a 
bottom line, its obsession with process 
rather than results. Consequently, our 
approach goes beyond private sector 
methods. It isaimed at the heart and soul 
of government. 

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

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

Our Commitment A Long-Term 
Inetment inChane 


This isnot the first time Americans have 
felt compelled to reinvent their government, 
In 1776, our founding fathers rejected the 
old model ofa central power issuing edicts 
for all to obey. In its place, they created a 

government that broadly distributed power.
 
Their vision of democracy, which gave
 
citizens a voice in managing the United
 
States, was untried and untested in 1776.
 
It required a tremendous leap of faith.
 
But it worked.
 

Later generations extended this 
experiment in democracy to those not yet 
enfranchised. As the 20th century dawned, 
a generation of "Progressives" such as Teddy 
Roosevelt and Woodrow Wilson invented 
the modem bureaucratic smate, designed 
to meet the needs of a new industrial 
society. Franklin Roosevelt brought it to 
full flower. Indeed, Roosevelt's 1937 
announcement ofhis Committee on 
Administrative Management sounds as if 
it were written only yesterday. 

The time has come to set our house in
 
order The administrativemanagement 
ofthegovernmentneeds overhauling. 
The executive structureofthe 
government issadly outofdate....Ifwe 
havefaithin ourrepublicanfrm of 
government... we mustdevote ourselves 
energeticallyandcourageouslyto the task 
ofmakingthatgovernment efficient. 

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

By the 1980s, even GM recognized that 
this model no longer worked. When it 
created Saturn, its first new division in 67 
years, GM embraced a very different model. 
It picked its best and brightest and asked 
them to create a more entrepreneurial 
organization, with fewer layers, fewer rules, 
and employees empowered to do whatever 
was necessary to satisfy the customer. Faced 
with the very real threat ofbankruptcy, 
major American corporations have 
revolutionized the way they do business. 
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Confronted with our twin budget and 
performance deficits-which so undermine I wou d invite those who are cynical about the 
public trust ingovernment-President 
Clinton intends to do the same thing. He possibilityofthis changeto ask themselves this 
did not staffthe Performance Review queton: What wouldyourreactionhave 
primarily with outside consultants or 
corporate experts, as past presidents have. been 10yearsagoifsomeone hadsaidthatin 
Instead, he chose federal employees to take the summer of1993 American automobile 
the lead. They consulted with experts from 
state government, local government, and companis would be making the highetqua* 
the private sector. But as Vice President most competitivelypricedcars in 
Gore said over and over at his meetings with the world? 
federal employees: "The people who work 
closest to the problem know the most about Iknow my reactionwouldhave been, "No 
how to solve the problem." way I am sorry but I've boughttoo many 

Nor did the effort stop with the men clunkers. They can'tdo it. The momentum 
and women who staffed the Performance 
Review. President Clinton asked every towardmediocrityisjust toopowefuL" 
cabinet member to create a Reinvention But thatchangehas takenplace.And ifan 
Team to redesign his or her department, industy as largeandasstodgy asthe automobile 
and Reinvention Laboratories to begin 
experimenting immediately. Since April, industrycan undergo thatkindof 
people all across our government have been tran.#rmation,then thefederalgovernmentcan 
working full time to reinvent the federal as welL 
bureaucracy 

The process is not easy, nor will it be Vice Presdett Al Gore 
quick There are changes we can make Town Hall Meeting, 
immediately, but even if all ofour recom- Department ofEnergy 
mendations are enacted, we will have only July 13, 1993 
begun to reinvent the federal government. 
Our efforts are but a down payment-the 
first installment of along-term investment in With this report, then, we begin a 
change. Every expert with whom we talked decade-long process of reinvention. We 
reminded us that change takes time. In a hope this process will involve not only the 
large corporation, transformation takes 6 to 8 thousands of federal employees now at work 
years at best. In the federal government, on Reinvention Teams and in Reinvention 
which has more than 7 times as many Labs, but millions more who are not yet 
employees as America's largest corporation, it engaged. We hope it will transform the 
will undoubtedly take longer to bring about habits, culture, and performance ofall 
the historic changes we propose." federal organizations. 

Along the way, we will make mistakes. Some may say that the task is too large; 
Some reforms will succeed beyond our that we should not attempt it because we 
wildest dreams; others will not. As in any are bound to make mistakes; that it cannot 
experimental process, we will need to be done. But we have no choice. Our 
monitor results and correct as we go. But we government isin trouble. It has lost its sense 
must not confuse mistakes with failure. As of mission; it has lost its ethic ofpublic 
Tom Peters and Robert Waterman wrote in service; and, most importantly, it has lost 
In Search ofExc'lIence,any organization that the faith of the American people. 
isnot making mistakes isnot trying hard In times such as these, the most 
enough. Babe Ruth, the Sultan of Swat, dangerous course isto do nothing. We must 
struck out 1,330 times, have the courage to risk change. 
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Chapter l 

CUTTING RED TAPE 

About 10 yearsago, twofoet returnedfromahardday in the 
fieldto makeplanwfr the comingweek. Searchingfrradetailofagencypoiq 
theyfoundthemselves overwhelmed by voluminous editionsofpolik-manual, 

reports,andbindersflled with thousandsofdirectives. Onef resterrecalledthe veryfirst 
ForestService manual-smallenough tofit into every ranger!shirtpocket; yet 

containingeverythingforestenneeded to know to do theirjobs. 

Vbhy isit thatwhen we have aproblem,"the otherfresteraske, "thesolution isalways to add 

something-areport asystem, apolicy-butnever take somethingaway?" 

Thefirstreplieda "Whatif.. we couldjuststartove." I 

fThe federal government 
does at least one thing 
well: It generates red tape. 
But not one inch of that 
red tape appears by 
accident. In fact, the 

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

Because we don't want politicians' 
families, friends, and supporters placed in
"no-show" jobs, we have more than 
100,000 pages ofpersonnel rules and 
regulations defining in exquisite detail how 
to hire, promote, or fire federal employees.2 

Because we don't want employees or private 
companies profiteering from federal 
contracts, we create procurement processes 
that require endless signatures and long 
months to buy almost anything. Because we 
don't want agencies using tax dollars for any 

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

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

Consid:r some examples from the daily 
lives offederal workers, people for whom 
red tape means being unable to do their 
jobs as well as they can--or as well as we 
deserve. 

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

" ldreviousPa'p 
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in each account consumes at least 30 days 
of their time every year, days they could 
spend doing their real jobs.3 It also sends a 
message: You are not trusted with even the 
simplest responsibilities. 

Or consider the federal employees who 
repair cars and trucks at naval bases. Each 
time they need a spare part, they order it 
through a central purchasing office-a 
procedure that can keep vehides in the shop 
for a month. This keeps one-tenth of the 
fleet out of commission, so the Navy buys 
10 percent more vehicles than it needs.4 

Or how about the new Energy 
Department petroleum engineer who 
requested a specific kind of calculator to do 
her job? Three months later, she received an 
adding machine. Six months after that, the 
procurement office got her a calculator-a 
tiny,hand-held model that could not 
perform the complex calculations her work 
required. Disgusted, she bought her own.5 

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

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

Nevertelpeoplehow to do things. Tell them 
whatyou wantto achieve, andthey will 

surpriseyou ith theiringenuiV 

General George S.1a)I1 
1944 

Mby private sector managers. Their job isto 
e sure that every dollar isspent in the 

budget category and the year for which it 
was appropriated, that every promotion is 
consistent with central guidelines, and that 
every piece of equipment isbought through 
competitive bidding. In an age ofpersonal 
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computers, they are asked to write with 
quill pens. 

This thicket of rules and regulations has 
layer upon layer ofadditional oversight. 
Each new procedure necessitates someonels 
approval. The result isfewer people doing 
real work, more people getting in their way. 
As management sage Peter Drucker once 
said, "So much ofwhat we call 
management consists of making it difficult 
for people to work."6 

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

The layers begin with "staff" agencies, 
such as the General Services Administration 
(GSA) and the Office ofPersonnel 
Management (OPM). These staff agencies 
were designed originally to provide 
specialized support for "line" agencies, 
such as the Interior and Commerce 
Departments, that do government's real 
work. But as rules and regulations began to 
proliferate, support turned into control. 
The Office ofManagement and, Budget 

(OMB) which serves the President in the 
budget process, runs more than 50 
compliance, dearance, and review processes. 
Some ofthis review is necessary to ensure 
budget control and consistency ofagency 
actions-with each other and with the 
President's program-but much of it is 
overkill. 

Line agencies then wrap themselves in 
even more red tape by creating their own 
budget offices, personnel offices, and 
procurement offices. Largely in response to 
appropriations committees, budget offices 
divide congressional budgets into 
increasingly tiny line items. A few years ago, 
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fbr example, base managers in one branch 
of the military had 26 line items for 
housing repairs alone.7 Personnel offices tell 
managers when they can and cannot 
promote, reward, or move employees. And 

done, and self-restraint enough to keep 
from meddling with them while they do it." 

Our path isdear. We must shift from 
systems that hold people accountable for 
process to systems that hold them 

procurement offices force managers to buy accountable for results. We discuss 
through a central monopoly, precluding accountability for results in chapter 3. In 
agencies from getting what they need, when this chapter, we focus on six steps necessary 
they need it. 

What the staff agencies don't control, 
to strip away the red tape that so engulfs our 
federal employees and frustrates the 

Congress does. Congressional American people. 
appropriations often come with hundreds First,we will streamline the budget 
ofstrings attached. The Interior process, to remove the manifold restrictions 
Department found that language in its that consume managers' time and literally 
1992 House, Senate, and conference force them to waste money. 
committee reports included some 2,150 Second,we will decentralize personnel 
directives, earmarks, instructions, and policy, to give managers the tools they need 
prohibitions.' As the federal budget to manage effectively"-the authority to 
tightens, lawmakers request increasingly hire, promote, reward, and fire. 
specific report language to protect activities 
in their districts. Indeed, 1993 was a 

Third,we will streamline procurement, 
to reduce the enormous waste built into the 

record year for such requests. In one process we use to buy $200 billion a year in 
appropriations bill alone, senators required goods and services. 
the U.S. Customs Service to add new Fourth,we will reorient the inspectors 
employees to its Honolulu office, general, to shift their focus from punishing 
prohibited dosing any small or rural post those who violate rules and regulations to 
office or U.S. Forest Service offices; and helping agencies learn to perform better. 
forbade the U.S. Mint and the Bureau of Fifih,we will eliminate thousands of 
Engraving and Printing from even studying other regulations that hamstring federal 
the idea ofcontracting out guard duties. employees, to cut the final Lilliputian ropes 

Even worse, Congress often gives a single on the federal giant. 
agency multiple missions, some of which Finally we will deregulate state and local 
are contradictory. The Agency for governments, to empower them to spend 
International Development has more than more time meeting customer needs
40 different objectives: Congress wants it to particularly with their 600 federal grant 
dispose ofAmerican farm surpluses, build programs-and less time jumping through 
democratic institutions, even strengthen the 
American land grant college system.9 No 
wonder it has trouble accomplishing its real 

bureaucratic hoops. 
As we pare down the systems ofover

control and micromanagement in 
mission-promoting international government, we must also pare down the 
development, 

In Washington, we must work together 
structures that go with them: the oversized 
headquarters, multiple layers of supervisors 

to untangle the knots ofred tape that and auditors, and offices specializing in the 
prevent government from serving the arcane rules of budgeting, personnel, 
American people well. We must give procurement, and finance. We cainot 
cabinet secretaries, program directors and entirely do without headquarters, 
line managers much greater authority to supervisors, auditors, or specialists, but these 
pursue their real purposes. 

As Theodore Roosevelt said: "The best 
structures have grown twice as large as they 
should be. 

executive isthe one who has the sense to Counting all personnel, budget, 
pick good men [sic] to do what he wants procurement, accounting, auditing, and 
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headquarters staff, plus supervisory ourearly retirrmentprogram,anddoes not 
personnel in field offices, there are roughly elect to take acash incentiveto leave 
700,000 federal employees whose job it isto governmentservice, we will help thatemployee 
manage, control, check up on or audit findanotherjoboffir, eitherwithgovernment 
others.10 This is one thirdofailfideral orin theprivatesector. 
civilianemployees. Normal attrition will contribute to the 

Not counting the suffocating impact reduction. In addition, we will introduce 
these management control structures have legislation to permit all agencies to offer 
on line managers and workers, they cash payments to those who leave federal 
consume $35 billion a year in salary and service voluntarily, whether by retirement or 
benefits alone. 1 If Congressenactsthe resignation. The Department of Defense 
managementrerm outlinedin this report, (DOD) and intelligence community 
we will dramatically cut the cost ofthese already have this "buy-out" authority; we 
structures. We will reinvest some of the will ask Congress to extend it to all agencies. 
savings in the new management tools we We will also give agencies broad authority 
need, induding performance measurement, to offer early retirement and to expand their 
quality management, and training. Overall, retraining, out-placement efforts, and other 
these reforms will result in the net tools as necessary to accomplish the 12% 
elimination of approximately 252,000 reduction. Agencies will be able to use these 
positions. (This will include the 100,000 tools as long as they meet their cost 
position reduction the President has already reduction targets.
 
set in motion.) These options will give federal managers
 

A reduction of252,000 positions will the same tools commonly used to downsize 
reduce the civilian, non-postal work force private businesses. Even with these 
by almost 12 percent-bringing it below investments, the downsizing we propose 
two million for the first time since 1966.12 will save the taxpayer billions over the next 

This reduction, targeted at the structures 5 years. 
ofcontrol and inicromanagement, is None of this will be easy. Downsizing 
designed to improve working conditions for never is. But the result will not only be a 
the average federal employee. We cannot smaller workforce, it will also be a more 
empower employees to give us their best empowered, more inspired, and more 
work unless we eliminate much of the red productive workforce. 
tape that now prevents it. We will do As one federal employee told Vice 
everything in the government's power to President Gore at one ofhis many town 
ease the transition for workers, whether they meetings, "Ifyou always do what you've 
choose to stay with government, retire, or always done, you'll always get what you 
move to the private sector. always got." We can no longer afford to get 

Our commitment isthis: Ifan employee what we've always got. 
whosejobis eliminatedcannotretirethrough 

STEP 1: STREAMINING THE BuDGET PROCESS 
process of resource allocation: how much 

ost people can't get excited about money they have, what strings are attached 
the federal budget process, with to it, and what hurdles are placed before 
its green-eyeshade analysts, managers who must spend it. 

complicated procedures, byzantine In government, budgeting is never easy. 
language, and reams ofminutiae. Beyond After all, the budget isthe most political of 
such elements, however, lies a basic, documents. If,as the political scientist 
unalterable reality. For organizations of all Harold D. Lasswell once said, politics is 
kinds, nothing ismore important than the "who gets what, when, how," the budget 
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answers that question.13 By crafting a Early the next year,the President presents 
budget, public officials decide who pays a budget proposal to Congress for the fiscal 
what taxes and who receives what benefits. year beginning the following October 1. 
The public's largesse to children, the elderly, Lawmakers, the media, and interest groups 
the poor, the middle class, and others is pore over the document, searching for 
shaped by the budgets that support cities, winners and losers, new spending proposals, 
states, and the federal government, and changes in tax laws. In the ensuing 

But ifbudgeting isinherently messy such months, Congress puts its own stamp on 
messiness iscostly. Optimally, the budget the plan. Although House and Senate 
would be more than the product ofstruggles budget committees guide Congress' action, 
among competing interests. It also would every committee plays a role. 
reflect the thoughtful planning ofour public Authorizing committees debate the 
leaders. No one can improve quality and cut merits of existing programs and the 
costs without planning to do so. President's proposals for changes within 

Unfortunately, the most deliberate their subject areas. While they decide which 
planning isoften subordinated to politics, programs should continue and recommend 
and isperhaps the last thing we do in funding levels, separate appropriations 
constructing a budget. Consider our committees draft the 13 annual spending 
process. Early in the year, each agency bills that actually comprise the budget. 
estimates what it will need to run its Congressional debates over a budget 
programs in the fiscal year that begins resolution, authorization bills, and 
almost2yearslater.This islike asking appropriations drag on, often into the fall. 
someone to figure out not only what they Frequently the President and Congress don't 
will be doing, but how much it willcost finish by October 1,so Congress passes one 
3yearslater--sincethat's when the money or more "continuing resolutions" to keep 
will be spent. Bureau and program the money flowing, often at the previous 
managers typically examine the previous year's level. Until the end, agency officials 
year's activity data and project the figures 3 troop back and forth to OMB and to the 
years out, with no word from top political Hill to make their case. States and localities, 
leaders on their priorities, or even on the interest groups and advocates seek time to 
total amount that they want to spend. In argue their cause. Budget staffs work non
other words, planning budgets islike stop, preparing estimates and projections on 
playing "pin the tail on the donkey." how this or that change will affect revenues 
Blindfolded managers are asked to hit an or spending. All this work isfocused on 
unknown target. making a budget-not planning or 

OMB, acting for the President, then delivering programs. 
crafts a proposed budget through back-and 
forth negotiations with departments and Ironies riddle the process. 
agencies, still a year before the fiscal year 
it will govern. Decisions are struck on *Uncertainty reigns: Although they 
dollars Congress may never appropriate- begin calculating their budget 2 years 
dollars that, to agencies'mean people, ahead, agency officials do not always 
equipment, and everything else they need know by October 1how much they 
for their jobs. OMB's examiners may will have to spend and frequently don't 
question agency staff as they develop option even receive their money until well into 
papers, OMB's director considers the the fiscal year. 
option during his Director's Review 
meetings, OMB "passes back" •OMB isespecially prone to question 
recommended funding levels for the unspent funds--and reduce the ensuing 
agencies, and final figures are worked out year's budget by that amount. Agency 
during a final appeals process. officials inflate their estimates, driving 
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budget numbers higher and higher. 
One bureau budget director daims that 
many regularly ask for 90 percent more 
than they eventually receive. 

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

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

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

Action: The Prmident shoud begin the 
budgetprocess with an executive budget 

Thet 	 reduce 
emaretwo redue 'rdevelopment funds because they felt 

THAT WORKS BETTER & COSTS LESS 

resolution, setting broadpolicy priorities 
andaltocatingfundsbyfimctionfor each 

14agency.

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

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

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

Thereis theintelhgentway..goingthrough 
eachdepartmentandquestioningeach 

program. Thm ther irthe stupidway: 
announcinghow muchyou wilt cutand 

gettingeach department to cut thatamount. 

Ifavor thestud way 

hMichel Belange
Chairman,Quebec National Bank 

May 7, 1992 

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

Critics may view the executive budget 
resolution process as a top-down tool that 
will stifle creative, bottom-up suggestions 
for funding options. We think otherwise. 
The resolution will render top officials 
responsible for budget totals and policy 
decisions, but will encourage lower-level 
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ingenuity to devise funding options within 
those guidelines. By adopting this plan, we 

Act set 5-year spending limits for 
discretionary spending and pay-as-you-go 

will help discourage non-productive micro- requirements for mandatory programs. 
management by senior department and 
agency officials. 

Action: Institute biennial budgets and 
appropriations.'5 

With these multi-year caps in place, neither 
the President nor Congress has to decide the 
total level ofdiscretionary spending each 
year. These caps provide even more reason 
for biennial budgets and appropriations. In 
Congress, 7 out of 10 members favor a 

We should not have to enact a budget biennial process with a 2-year budget 
every year. Twenty states adopt budgets for resolution and multi-year authorizations. 
2 years. (They retain the power to make 
small adjustments in off years if revenues or 

The time isripe. 
We recommend that Congress establish 

expenditures deviate widely from forecasts). biennial budget resolutions and 
As a result, their governors and legislatures 
have much more time to evaluate programs 

appropriations and multi-year 
authorizations. The first biennium should 

and develop longer-term plans. 
Annual budgets consume an enormous 

amount of management time-time not 

begin October 1, 1996, to cover fiscal years 
1997 and 1998. After that, bienniums 
would begin October 1ofeach even

spent serving customers. With biennial numbered year. Such timing would allow 
budgets, rather than losing months to a 
frantic "last-year's budget-plus-X-percent" 

President Clinton to develop the first 
comprehensive biennial federal budget, 

exercise, we might spend more time built on the new executive budget 
examining which programs actually work. resolution. In offyears, the President would 

The idea of biennial budgeting has been 
around for some time. Congressman Leon 

submit only amendments for exceptional 
areas ofconcern, emergencies, or other 

Panetta, now OMB director, introduced the unforeseen circumstances. 
first biennial budgeting bill in 1977, and 
dozens have been offered since. Although 

Biennial budgeting will not make our 
budget decisions easier, for they are shaped 

none have passed, the government has some by competing interests and priorities. But it 
experience with budget plans that cover 2 
years or more. In 1987, the President and 

will eliminate an enormous amount ofbusy 
work that keeps us from evaluating 

Congress drafted a budget plan for fiscal 
years 1988 and 1989 that set spending 
levels for major categories, enabling 

programs and meeting customer needs. 

Action: OMB, departments, and 
Congress to enact all 13 appropriations bills 
on time for the first time since 1977. 

agencies will minimize budget mstrictions 
such as apportionments andallotments. 6 

In addition, Congress directed the 
Defense Department to submit a biennial Congress typically divides its 
budget for fiscal 1988 and 1989 to give 
Congress more time for broad policy 

appropriations into more than 1,000 
accounts. Committee reports specify 

oversight. At the time, Congress asserted 
that a biennial budget would "substantially 
improve DOD management and 
congressional oversight," and that a two-

thousands ofother restrictions on using 
money. OMB apportions each account by 
quarter or year, and sometimes divides it 
into sub-accounts by line-item or object 

year DOD budget was an important step 
toward across-the-board biennial budgeting. 

dass-all to control over-spending. 
Departmental budget offices further divide 

Administrations have continued to submit the money into allotments. 
biennial budgets for DOD. 

The 1990 Budget Enforcement Act and 
the 1993 Omnibus Budget Reconciliation 

Thus, many managers find their money 
fenced into hundreds ofseparate accounts. In 
some agencies, they can move funds among 

17 



FROM RED TAPE TO RESULTS e CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

accounts. In others, Congress or the agency abilityto maneuver, howeverfimitedly 
limits the transfer offunds, trapping the throughthebaroqueandbiearreworld 
money. When that happens, managers must offielfinanceandprocurement. 
spend money where they have it, not where 
they need it. On one military base, for Solutions to these problems exist. They 
example, managers had no line item to have been tested in local governments, in 
purchase snowplow equipment, but they did state governments, even in the federal 
have a maintenance account. When the government. Essentially, they involve 
snowplow broke down they leased one, using budget systems with fewer line items, more 
the maintenance account. Unfortunately, the authority for managers to move money 
1-year lease cost $100,000-the same as the among line items, and freedom for agencies 
full purchase price, to keep some or all ofwhat they save-thus 

Such stories are a dime a dozen within minimizing the incentive for year-end 
the federal bureaucracy. (They may be the spending sprees. 
only government cost that iscoming Typically, federal organizations 
down.) Good managers struggle to make experimenting with such budgets have 
things work, but, trapped by absurd found that they can achieve better 
constraints, they are driven to waste billions productivity, sometimes with less money. 
of dollars every year. During an experiment at Oregon's 

Stories about the legendary end-of-the- Ochoco National Forest in the 1980s, when 
year spending rush also abound. Managers dozens of accounts were reduced to six, 
who don't exhaust each line item at year's productivity jumped 25 percent the first 
end usually are told to return the excess. year and 35 percent more the second. A 
Typically, they get Jess the next time around. 1991 Forest Service study indicated that the 
The result: the well-known spending frenzy experiment had succeeded in bringing gains 
The National Performance Review received in efficiency, productivity, and morale, but 
more examples of this source ofwaste-in had failed to provide the Forest Service 
letters, in calls, and at town meetings-than region with a mechanism for complying 
any other. with congressional intent. After 3 years of 

Most managers know how to save 5or negotiations, Washington and Region 6, 
10 percent ofwhat they spend. But where the Ochoco Forest islocated, couldnt 
knowing they will get less money next year, agree. The region wanted to retain the 
they have little reason to save. Instead, smart initial emphasis on performance goals and 
managers spend every penny ofevery line targets so forest managers could shift money 
item. Edwin G. Fleming, chief of the from one account to another ifthey met 
Resources Management Division ofthe performance goals and targets. Washington 
Internal Revenue Service's Cleveland argued that Congress would not regard such 
District, put it well in a letter to the targets as a seriousmeasure of congressional 
Treasury Department's Reinvention Team: intent. The experiment ended in March 

1993.17 
Every managerhas savedmoney only to When the Defense Department allowed 
have hisallocationreducedin the several military bases to experiment with 
subsequentyear This usuallyhappens what was called the Unified Budget Test, 
only once, then the managerbecomes a base commanders estimated that they could 
spenderratherthan aplanner accomplish their missions with up to 10 
Managingbecomes watchingafterlitle percent less money. If this experience could 
pots ofmoney thatcan't beputwhere it be applied to the entire government, it 
makes businesssense because of could mean huge savings. 
reprogrammingrestrictions.So Beginning with their fiscal year 1995 
managers,who are monitor ofthese submissions to OMB, departments and 
littlepotsofmoney are rewardedforthe agencies will begin consolidating accounts 

18 
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to minimize restrictions and manage more Presidents commitment to reduce the 
effectively. They will radically cut the federal bureaucracy by 100,000 positions 
number of allotments used to subdivide through attrition. But as we redesign the 
accounts. In addition, they will consider government for greater accountability, we 
using the Defense Departments Unified need to use budgets, rather than FTE 
Budget plan, which permits shifts in funds controls, to drive our downsizing. 
between allotments and cost categories to FTE ceilings are usually imposed 
help accomplish missions. independently of-and often conflict 
OMB will simplify the apportionment with-budget allocations. They are 

process, which hamstrings agencies by frequently arbitrary, rarely account for 
dividing their funding into amounts that changing circumstances, and are normally 
are available, bit by bit, according to imposed as across-the-board percentage cuts 
specified time periods, activities, or in FTEs for all ofan agency's units-
projects. Agencies often don't get their regardless ofchanging circumstances. 
funding on time and, after they do, must Organizations that face new regulations or a 
fill out reams of paperwork to show greater workload don't get new FTE 
that they adhered to apportionment ceilings. Consequently, they must contract 
guidelines. OMB will also expedite the
"reprogrammingg" process, by which 

out work that could be done better and 
cheaper in-house. One manager at Vice 

agencies can move funds within President Gore's town meeting at the State 
congressionally appropriated accounts. Department in May 1993 offered an 
Currently, OMB and congressional example: his FTE limit had forced him to 
subcommittees approve all such contract out for a junior programmer for 
reprogrammings. OMB should the Foreign Service Institute. As it turned 
automatically approve reprogramming out, the programmer's hourly rate equaled 
unless it objects within a set period, such as the Institute Director's, so the move cost 
five days. money instead ofsaving it. 

The President should direct OMB and 
Action: OMB andagenciessuistop 
usingfidl-timeequivalentceilings, 

agency heads to stop setting FTE ceilings in 
fiscal year 1995. 

managingandbudgetinginsteadwith For this transition, the agencies' 
ceilings on operatingcosts to control 
spending.8 

accounting systems will have to separate 
true operating costs from program and 
other costs. Some agencies already have 

In another effort to control spending, such systems in place; others must develop 
both the executive and legislative branches financial management systems to allow 
often limit the number ofeach agency's them to calculate these costs. We address 
employees by using full-time equivalent this issue in a separate recommendation in 
(FTE) limits. When agencies prepare their chapter 3. 
budget estimates, they must state how This recommendation fully supports the 
many FTEs they need in addition to how President's commitment to maintain a 
many dollars. Then, each department or reduced federal workforce. Instead of 
agency divides that number into a ceiling controlling the size of the federal 
for each bureau, division, branch, or other workforce by employment ceilings--which 
unit. Congress occasionally complicates the cause inefficiencies and distortions in 
situation by legislating FTE floors, managers' personnel and resource 

Federal managers often cite FTE allocation decisions-this new system will 
controls as the single most oppressive control the federal workforce by dollars 
restriction on their ability to manage. available in operating funds. 
Under the existing system, FTE controls 
are the only way to make good on the 

19 



FROM RED TAPE TO RESULTS 0 CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

Action:Minimn congmssional 
msn*ions such as Une items and 

9earmarksandeliminate FTEfloos 

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

Imagine the surprise of Interior Secretary 
Bruce Babbitt, who a few months after 
taking office discovered that he was under 
orders from Congress to maintain 23 
positions in the Wilkes-Barre, Pennsylvania, 
field office of his department's anthracite 
reclamation program. Or that his 
department was required to spend
$100,000 to train beagles in Hawaii to sniff 
out brown tree snakes. Edward Derwinski, 
former secretary ofVeteran Affairs, was 
once summoned before the Texas 
congressional delegation to explain his plan 
to eliminate 38 jobs in that state.20  

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

Action:Alow agencies to roll over50 
percent ofwhat they do notspend on 
internaloperationsduringafiscalyear.2 

As part ofits 13 fiscal year 1995 

ippropriations bills, Congress should
 

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

Shared savings incentives work. In 1989, 
the General Accounting Office (GAO) 
discovered that the Veterans 
Administration had not recovered $223 
million in health payments from third 
parties, such as insurers. Congress then 
changed the rules, allowing the VA to hire 
more staff to keep up with the paperwork
and also to keep a portion of recovered 
third-party payments for administrative 
costs. VA recoveries soared from $24 
million to $530 million.2 

If incentives to save are to be real, 
Congress and OMB will have to refrain 
from automatically cutting agencies' 

budgets by the amount they have saved 
when their next budget isprepared. Policy 
decisions to cut spending are one thing; 
automatic cuts to take back savings are 
quite another. They simply confirm 
managers' fears that they will be penalized 
for saving money. Agencies chief financial 
officers should intervene in the budget 
process to ensure that this does not 
happen.
 

STEP 2: DECENTRALZING PERSONNEL POLICY
 
ur federal personnel system has 
been evolving for more than 100 
years-ever since the 1881 

assassination of President James A. Garfield 
by a disappointed job seeker. And during 
that time, according to a 1988 Office of 
Personnel Management publication: 

new inequities, even more rules ere 
added Over time...a maze ofregulations 
andrequirementswascreatea 
hamstringingmanagers...oftenimpeding 
fid/ealmanagersandemployeesfrom 
achievingtheirmissionsandfromgiving 
thepublicahigh quality ofservice. 

...anecdotalmistakesprompted Year after year, layer after layer, the rules 
additionalrues.When the rilesled to have piled up. The U.S. Merit Systems 

http:state.20
http:minin.ze
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Catch,22 
0 1urfederal personnel system ought to place in the governments 100,000 pages of personnel 

i;.Ja value on experience. That's not always rules says that an employee hired as a civil
 

the case. Consider the story ofRosalie Tapia. servant overseas isnot considered a government
 
Ten years ago, fresh from high school, she employee once on home soil. Any smart
 
joined the Army and was assigned to Germany employer would prefer to hire an experienced
 
as a derk. She served out her enlistment with an worker with an excellent service record over an
 

excellent record, landed a job in Germany as a unknown. But our government's policy doesn't
 

civilian secretary for the Army,and worked her make it easy. Ironically, Tapia landed a job with
 

way up to assistant to the division chief When a government contractor, making more
 

the Cold War ended, Tapia wanted to return to money- and probably costing taxpayers
 

the U.S. and transfer to a government job here. more-than a job in the bureaucracy would
 
TT~ . ..I. . . C.. A:-... ... ,:,,-A L. ...,;A 

Protection Board reports there are now 850 this personnel quagmire are enormous. In 
pages of federal personnel law-augmented total, 54,000 people work in federal 
by 1,300 pages ofOPM regulations on how personnel positions.23 We spend billions of 
to implement those laws and another dollars for these staff to classify each 
10,000 pages of guidelines from the Federal employee within a highly complex system 
Personnel Manual. of some 459 job series, 15 grades and 10 

On one topic alone-how to complete a steps within each grade. 
standard form for a notice of a personnel Does this elaborate system work? No. 
action-the Federal Personnel Manual After survevine manaaers, supervisors 
contains 900 pages of 
instructions. The full stack 
ofpersonnel laws, 
regulations, directives, case -

law and departmental i 
guidance that the Agriculture " 
Department uses-shown in 
the photo at right-weighs 
1,088 pounds. 

Thousands of pages of 
personnel rules prompt 
thousands of pages of 
personnel forms. In 1991, for 
example, the Navy's Human 
Resources Office processed 
enough forms to create a 
"monument" 3,100 feet 
tall-six times the height of 
the Washington Monument. 

Costs to the taxpayer for 
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and personnel officers in a number of 
fede;l agencies, the U.S. Merit Systems 
Protection Board recently concluded that 
federal personnel rules are too complex, too 
prescriptive, and often counterproductive. 

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

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

A worker from the Agency for 
International Development expressed her 
frustration at being so narrowly "slotted" in 
a particular GS series that she wasn't allowed 
to apply for a job in a slightly different GS 
series -- even though she was qalified for 
the job. An Air Force lieutenant colonel told 
the vice president that hcr secretary was 
abandoning government for the private 
sector because she was blocked from any 

more promotions in her current job series. 
The loss would be enormous, the colonel 
told Gore, because her secretary was her 
"right-hand person". One ofthe Labor 
Department's regional directors for 
unemployment insurance complained that 
even though he ischarged with running a 
multimillion-dollar-a-year program, he isnt 
allowed to hire a $45,000-a-year program 
specialist without getting approval from 
Washington. 

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

Action: OPM willderegu personnel 
policy by phasingout the 10,000-page 
FederalPersonnelManualandallagency 
implementingdirectives 24 

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

Once some of the paperwork burden is 
eased, our next priority must be to give 
agency managers more control over who 
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comes to work for them. To accomplish 
this, we propose to radically decentralize the 
government's hiring process. Firs we mutcut the wasteandmake 

Action: aadgovernment operationsmore responsive to the 

agenciesauthorityto conduttheir mw Americanpeople. It is time to shiffrom top
recruitingand examiningfforall down bureaucracyto entrepreneurialpnOSition4andabolish aff centralreisers 
Posstandadapolisation 25 governmentthatgenerateschangefrom the 

bottom up. We must rewardthepeople and 

We will ask Congress to pass legislation ideasthatwork andgetridofthose thatdon't. 
decentralizing authority over recruitment, 
hiring, and promotion. Under the present President Bill Clinton 
system, OPM controls the examination February 17, 1993 
system for external candidates and recruits 
and screens candidates for positions that are 
common to all agencies, with agencies then 
hiring from among candidates presented by creating "rigid job hierarchies that cannot 
OPM. Under the new system, OPM could change with organizational structure." They 
offer to screen candidates for agencies, but drive some of the best employees out of 
agencies need not accept OPM's offer. their fields ofexpertise and into 

Under this decentralized system, agencies management positions, for higher pay. And 
will also be allowed to make their own managers seeking to create new positions 
decisions about when to hie candidates often fight the system for months to get

them classified and filled.26 
directly-without examinations or rankings 
-under guidelines to be drafted by OPM. There isstrong evidence that agencies 
Agencies able to do so should also be given authority to do these things 
permitted to conduct their own background themselves can do better. Using 
investigations ofpotential candidates. demonstration authority under the 1978 

We will make sure the system is fair and Civil Service Reform Act, several agencies 
easy for job applicants to use, however, by have experimented with simpler systems. In 
making information about federal job one experiment, at the Naval Weapons 
openings available in one place. In place ofa Center in China Lake, California, and the 
central register, OPM will create a Naval Oceans Systems Center, in San 
government-wide, employment Diego, the system was simplified to a few 
information system that allows the public to career paths and only four-to-six broad pay 
go to one place for information about all bands within each path. Known as the 
job opportunities in the federal "China Lake Experiment," it solved many 
government, of the problems faced by the two naval 

Next, we must change the classification faciities. It: 
system, introduced in 1949 to create 
fairness across agencies but now widely • classified all jobs in just five career 
regarded as time-consuming, expensive, paths-professional, technical, 
cumbersome, and intensely frustrating-for specialist, administrative and clerical; 
both workers and managers. 

After an exhaustive 1991 study of the ° folded all GS (General Schedule) grades 
system, the National Academy ofPublic into four, five, or six pay bands within 
Administration recommended a complete each career path; 
overhaul of the system. Classification 
standards, NAPA argued, are "too complex, *allowed managers to pay market salaries 
inflexible, out-of-date, and inaccurate," to recruit people, to increase the pay of 
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Recognizingthe importanceofattractingand 

in 
governmentservice,one ofthe demoralizing 

andfrustratingaspects is thefact thatwe are 

retainedto do ajob but not allowedthe 

flexibility to carryitout, assume the 

responsiblitj andreap the rewardsor be 
apctions
aon eabl the orbemore 

accountable br outactions. 

Edith Houston 
Town Hall Meeting, 

U.S. 	Agency for International Development 
May 26, 1993 

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

"	automatically moved employees with 
repeated marginal performance 
evaluations down to the next pay band; 
and 

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

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

A third demonstration at more than 200 
Agriculture Department sites tested a 
streamlined, agency-based recruiting and 
hiring system that replaced OPM's register 
process. Under OPM's .system, candidates 
are arrayed and scored based on OPM's 

written tests or other examinations. In 
USDAs demonstration, however, the 
agency grouped candidates by its own 
criteria, such as education, experience or 
ability, then picked from those candidates. 
A candidate might qualify for a job, for 
example, with a 2.7 college grade point 

average. Agencies could create their own 
recruitment incentives, do their own hiring, 
and extend the probationary period for 
some new hires. Managers were far 

satisfied with this system than the 
existing one. 

Action: Dramatically simplif the 
currentclassifiaton system,to give
 

agenciesgreaterJiexibility in how they 
classify andpay theiremployees.2 

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

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

These changes would give agencies 
greater flexibility to hire, retain, and 
promote the best people they find. They 
would help agencies flatten their hierarchies 
and promote high achievers without having 
to make them supervisors. They would 
eliminate much valuable time now lost to 
battles between managers seeking to 
promote or reward employees and 
personnel specialists administering a 
classification system with rigid limits. 
Finally, they would remove OPM from its 
role as "classification police." 
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To accompany agencies' new flexibility 
on classification and pay, they must also be 
given authority to set standards for their The hasto be aclear Awed sense ofission. 
own workers and to reward those who do There have to be clearlyundentoodgoals. 
wdl. Therehave to be common valuesaccordingto 

Action: Agences shouldbe allowed to which decisionsare made. There has to be 
dsgn flicir own peformance tuplacedin the emplees who atualydo 
managementandrewardsystems, witd 
the objective ofimprovingthe the work, so thatthey willfrelfree to make 
performance of individualsand decisions. 
organizations 28 

They cannotbe treatedlike automatonsor 
The current government performance childrenboundup instraigh#acketsandrules 

appraisal process isfrequently criticized as a andregulatonsandtoldto do the samething 
meaningless exercise in which most federal 
employecs are given above-average ratings. over andover andover again. 
We believe that agencies will be able to 
develop performance appraisals that are Vice President Al Gore 
more meaningful to their employees. If they August 4, 1993 
succeed, these new approaches will send a 
message that job performance isdirectly 
linked to workers' chances for promotion 
and higher pay. Action: Reduce by alfthe time 

Current systems to assess on-the-job requiredto terminatefederalmanage, 
performance were designed to serve andemployees for causeandimprove the 
multiple purposes: to enhance performance, systemfor dealingwith poorperformers 
to authorize higher pay for high performers, 
to retain high performers, and to promote Agencies will reduce the time for 
staff development. Not surprisingly, they terminating employees for cause by half.For 
serve none of these purposes well. example, agencies could halve the length of 

Performance management programs time during which managers and employees 
should have a single goal: to improve the with unsatisfactory performance ratings are 
performance of individuals and allowed to demonstrate improved 
organizations. Agencies should be allowed performance. 
to develop programs that meet their needs To support this effort, we will ask OPM 
and reflect their cultures, including to draft and Congress to pass legislation to 
incentive programs, gainsharing programs, change the required time for notice of 
and awards that link pay and performance. termination from 30 to 15 days. This 
If agencies-in cooperation with legislation should also require the waiting 
employees-design their own systems, period for a within-grade increase to be 
managers and employees alike should feel extended by the amount of time an 
more ownership of them. employee's performance does not meet 

Finally, if performance measures are to expectations. In other words, only the time 
be taken seriously, managers must have that an employee isdoing satisfactory work 
authority to fire workers who do not should be credited toward the required 
measure up. It is possible to fire a poor waiting period for a pay raise. 
worker in the federal government, but it 
takes far too long. We believe this 
undermines good management and 
diminishes workers' incentives to improve. 
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STEP 3: STREAMINING PROCUREMENT 
very year, Washington spends about purchasing creates another problem. When 

$200 billion buying goods and line managers' needs and experiences are 
L services. That's $800 per American. not understood by the procurement officer, 

With a price tag like that, taxpayers have a the government isunable to make 
right to expect prudent spending. decisions that reward good vendors and 

The federal government employs punish bad ones. As a result, vendors often 
142,000 workers dedicated to procurement.30 "game" contracts-exploiting loopholes to 
The Federal Acquisition Regulation (FAR) require expensive changes. For example, in 
controlling procurement runs 1,600 pages, a major government contract for a 
with 2,900 more pages ofagency-specific computerized data network a few years 
supplements. ago, a vendor used slight underestimates of 

These numbers document what most system demand in the contract 
federal workers and many taxpayers already specifications as an excuse to charge 
know:. Our system relies on rigid rules and exorbitant prices for system upgrades. In 
procedures, extensive paperwork, detailed the private sector, a manager could have 
design specifications, and multiple used the incentive of future contracts to
 
inspections and audits. It isan prevent such gaming; in the government,
 
extraordinary example of bureaucratic there isno such leverage.
 
red tape. The symptoms ofwhat's wrong are
 

Like the budget and personnel systems, apparent, too, from stories about small 
the procurement system was designed with purchases. 
the best of intentions. To prevent One story that Vice President Gore 
profiteering and fraud, it indudes rigid has repeated in Washington over the past 
safeguards. To take advantage ofbulk six months concerns steam traps. Steam 
purchasing, it ishighly centralized. But the traps remove condensation from steam 
government wrote its procurement rules lines in heating systems. Each costs about 
when retailing was highly stratified, with $100. But when one breaks, it leaks as 
many markups by intermediaries. Today much as $50 of steam a week. Obviously, 
the game has changed considerably. Retail a leaking steam trap should be replaced 
giants like Wal-Mart, Office Depot and quickly. 
Price Club are vertically integrated, When plumbers at the Sacramento 
eliminating the markups of intermediaries. Army Depot found leaking traps, however, 
Federal managers can buy 90 percent of their manager followed standard operating 
what they need over the phone, from mail- procedure. He called the procurement 
order discounters. Bulk purchasing still has office, where an officer, who knew nothing 
its advantages, but it is not always necessary about steam traps, followed common 
to get the best price, practice. He waited for enough orders to 

Our overly centralized purchasing buy in bulk, saving the government about 
system takes decisions away from $10 per trap. There was no rule requiring 
managers who know what they need, him to wait- just a powerful tradition. So 
and allows strangers-often thousands the Sacramento Depot didn't get new steam 
of miles away-to make purchasing traps for ayear. In the meantime, each of 
decisions. The frequent result: Procurement their leaking traps spewed $2,500 ofsteam. 
officers, who make their own decisions To save $10, the central procurement 
about what to buy and how soon to buy system wasted $2,500. 
it, purchase low-quality items that arrive As the Vice President visited government 
too late. agencies, he heard many more stories of 

This "secondhand" approach to wasteful spending-most of them 
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"Ash receivers, tobacco (desk type)..:
 

O ur federal procurement system leaves 
little to chance. 

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

In March 1993, the GSA outlined, in nine 
pages ofspecifications and drawings, the 

precise dimensions, color, polish and markings 
required for simple glass ashtrays that would 
pass U.S. government standards. 
A Type I, glass, square, 41/2 inch (114.3 

mm) ash receiver must include several features: 

"Aminimum of four cigarette rests, spaced 
equidistant around the periphery and aimed at 

the center of the receiver, molded into the top. 

The cigarette rests shall be sloped toward the 
center of the ash receiver. The rests shall be 

parallel to the outside top edge ofthe receiver 
or in each corner, at the manufacturer's option. 
All surfaces shall be smooth." 

Government ashtrays must be sturdy too. To 

fifll 


guard against the purchase ofdefective ash 
receivers, the GSA required that all ashtrays be 
tested. "The test shall be made by placing the 
specimen on its base upon a solid support (a 1 
3/4 inch, 44.5mm maple plank), placing a steel 
center punch (point ground to a 60-degree 
induded angle) in contact with the center of 

the inside surace of the bottom and striking 
with a hammer in successive blows of 
increasing severity until breakage occurs." 

Then, according to paragraph 4.5.2., "The 
specimen should break into a small number of 
irregular shaped pieces not greater in number 
than 35, and it must not dice." What does 
"dice" mean? The paragraph goes on to 
explain: "Anypiece 1/4 inch (6.4 mm) or more 
on any three of its adjacent edges (excluding 

the thickness dimension) shall be induded in 
the number counted. Smaller fragments shall 

not be counted." 

RV A -A-71OE (supas=UnPaepuafnAA-A-71OD). 

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

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

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

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

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

A study by the Center fbr Strategic and 
International Studies added several other 
condusions. The procurement system adds 
costs without adding value; it impedes 
government's access to state-of-the-art 
commercial technology; and its complexity 
forces businesses to alter standard 
procedures and raise prices when dealing 
with the government.31  

There is little disagreement that federal 
procurement must be reconfigured. We 
must radically decentralize authority to line 
managers, letting them buy much ofwhat 
they need. We must radically simplify 
procurement regulations and processes. 
We must empower the system's customers 
by ending most government service 
monopolies, induding those ofthe General 
Services Administration. As we detailed in 

THAT WORKS BETTER & COSTS LESS 

Chapter 1,we must make the system 
competitive by allowing managers to use 
any procurement office that meets their 
needs. 

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

Action: Simplify theprocumnent 
processby rewritingfederal regulations
shiftingfrom ?idrules to guiding 
principles. 

The Federal Acquisition Regulation 
(FAR), the government's principal set of 
procurement regulations, contains too 
many rules. Rules are changed too often 
and are so process-oriented that they 
minimize discretion and stifle innovation, 
according to a Merit Systems Protection 
Board survey33 As one frustrated manager 
noted, the FAR does not even dearly state 
the main goal ofprocurement policy: "Is it 
to avoid waste, fraud, and abuse? Isit to 
implement a social-economic agenda? Is it 
to procure the government's requirements at 
a fair and reasonable cost?" 

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

• shift from rigid rules to guiding
 
principles;
 

- promote decision making at the lowest 
possible level; 

- end unnecessary regulatory
 
requirements;
 

- foster competitiveness and commercial 
practices; 

- shift to a new emphasis on choosing 
"best value" products; 
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* facilitate innovative contracting 
approaches; 

r mcalculated 

authorization levels to $50 million, $20 
million and $5 million. These levels will be 

according to each agencys size, 
*recommend acquisition methods that the size of its information technology 

reflect information technology's short budget, and its management record. In 
life cycle; and some cases, GSA may grant an agency 

greater or unlimited delegation. 
odevelop a more effective process to GSA will also waive requirements that 
listen to its customers: line managers, agencies justify their decisions to buy 
government procurement officers, and information technology items costing less 
vendors who do business with the than $500,000, if they are mass-produced 
government, and offered on the open market. 

Action: The GSA wiUsignftandy Action: GSA wif simplf the 
increaseits delegatedauthoritytofideral procurement process by allowingagencies 
agenciesfor thepurchase ofinformation 
technology, includinghardware, software, 
andservices.3 1 

to buy where they wantandby testing a 
fidly "electronic marketplace. 35 

The government buys everything from 
In 1965, when "automated data forklifts and snowplows to flak jackets and 

processing" meant large, mainframe 
computers--often developed specifically for 
one customer-Congress passed the Brooks 

test tubes through a system called the 
Multiple Award Schedule program, which 
indudes more than one million separate 

Act. It directed GSA to purchase, lease, and items. 
maintain such equipment for the entire Under this program, GSA negotiates and 
federal government. The Act also gave GSA awards contracts to multiple vendors of 
authority to delegate to agencies these same comparable products and services, at 
authorities. In 1986, Congress extended the varying prices. GSA then creates a "supply 
requirement to software and support schedule" for a particular good or service, 
services. identifying all vendors that have won 

Today, with most computer equipment contacts as well as the negotiated prices. Of 
commercially available in highly 
competitive markets, the advantages of 

GSAs 154 schedules, civilian agencies must 
must buy from 117. In ordering from 

centralized purchasing have faded and the schedules, agencies still must comply--in 
disadvantages have grown. The federal addition-with the Federal Acquisition 
government takes, on average, more than Regulation, Federal Information Resources 
four years to buy major information Management Regulation, and Federal 
technology systems; the private sector takes 
13 months. Due to rapidly changing 

Property Management Regulation. 
In most cases, we should not limit 

technology, the government often buys managers to items on the supply schedules. 
computers that are state-of-the-art when the If they can find the same or a comparable 
purchase process begins and when prices are product for less, they should be free to buy 
negotiated, but which are almost obsolete 
when computers are delivered. The 

it. Mandatory schedules should apply only 
when required by law, to ensure 

phenomenon iswhat one observer calls standardization, or when agencies 
"getting a 286 at a 486 price." voluntarily create team pools that buy in 

Currently, the GSA authorizes agencies 
to make individual purchases up to $2.5 

bulk for lower prices. In addition, GSA 
should revise regulations that currently limit 

million in equipment and services on their 
own. The GSA Administrator will raise 

agencies from buying more than $300,000 
ofinformation technology items on supply 
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schedules, raise them to $500,000 and 
provide a higher limit for individual items 
costing more than $500,000. 

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

Action:A/low agenciesto make 

. haesunder$100,000 tmu-
iPliftedpurchaseprocedus. 

Under current law, agencies are allowed 
to make purchases of less than $25,000 on 
their own, using simple procurement 
procedures. These small purchases, on 
average, take less than a month to complete; 
purchases ofmore than $25,000 normally 
take more than three months. If Congress 
raised the threshold to $100,000, agencies 
could use simplified procedures on another 
45,550 piocurements--with a total value of 
$2.5 billion, 

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

Action:Rel more on the commenia 
marketplace.37  

The government can save enormous 
amounts ofmoney by buying more 
commercial products instead of requiring 
products to be designed to government-
unique specifications. Our government 

buys such items as integrated circuits, 
pillows, and oil pans, designed to 
government specifications--even when 
there are equally good commercial products 
available. 

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

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

Action: Bringfederalprocurmentlaws 
up to date3 

There are four federal labor laws 
implemented through the federal 
procurement process. Each was passed 
because ofvalid and well founded concerns 
about the welfire ofworking Americans. 
But as part of our effort to make the 
government's procurement process work 
more efficiently, we must consider whether 
those laws are still necessary-and whether 
the burdens they impose on the 
procurement system are reasonable ones. 

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

Recognizing that the original $2,000 
threshold in the law was set more than 60 
years ago, we recommend that Congress 
modify the Davis-Bacon Act by raising the 
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threshold for compliance to $100,000, a an unreasonable burden on federal 
change similar to that proposed by Senator contractors, and we will urge Congress to 
Kennedy in March 1993. modify the act. We suggest eliminating 

The Service Contract Act of 1965 has requirements for weekly reports and 
purposes similar to those of the Davis-Bacon requiring contractors instead to certify with 
Act, and applies to service contracts in excess each payment that they have complied with 
of$2,500. It requires contractors to pay the the law. Contractors would also be required 
minimum prevailing wage and specified to keep records to prove their compliance 
fringe benefits. To keep contractors from for three years. 
"locking in" their wage agreements at low The Walsh-Healey Public Contracts Act 
levels, the law imposes a five-year limit on requires contractors that supply materials to 
service contracts and requires new wage the federal government through contracts in 
determinations every two years. excess of $10,000 to pay all workers the 

We suggest that the five-year limit is federal minimum wage, to agree that no 
inconsistent with the government's interest employee isrequired to work more than 40 
in entering into long-range contracts. We hours a week, and to avoid using convict 
will urge Congress to increase the limit up labor or workers under the age of 16. 
to 10 years while retaining the two-year Over time, each of the requirements of 
wage adjustment requirement. the Walsh-Healey Act-with the exception 

The Copeland Anti-Kickback Act of of the provision relating to convict labor
1934 regulates payroll deductions on federal has been superseded by other federal 
and federally assisted construction. The law legislation. We therefore urge Congress to 
prohibits anyone from inducing employees remove the burden ofcertifying compliance 
to give up any part of their compensation with redundant laws from federal 
and requires contractors to submit weekly contractors. Within 30 days of the repeal of 
statements ofcompliance and detailed that law, the President should amend 
weekly payroll reports to the Labor Executive Order 11755 to indude the 
Department. convict labor provisions of the Walsh-

We suggest that such detailed reporting is Healey Act. 

STEP 4: REORIENTING THE INSPECTORS 
GENERAL 

esponding to growing concern These reports detail how much money IG 
about waste, fraud, and abuse in audits have recovered or put to better use 
government, Congress passed the and the number ofconvictions resulting 

Inspector General Act in 1978. This act from their criminal investigations. The IGs 
and subsequent amendments created the 60 also send the audit reports to the heads of 
Inspectors General offices that today their agencies and forward investigations for 
employ 15,000 federal workers, including criminal prosecution to the U.S. Attorney 
postal inspectors. General. 

The act was broad in scope, requiring The Inspector General Act's two central 
IGs to promote the efficiency, economy and mandates, combined with the last two 
integrity offederal programs with auditing administrations' eagerness to highlight 
program expenditures, and investigating "waste, fraud and abuse," have shaped the 
possible fraud and abuse. evolution ofthe IG offices. The standard by 

The inspectors general, who are which they are evaluated isfinding error or 
independent of the agencies in which they fraud: The more frequently they find 
operate, report to Congress twice a year. mistakes, the more successful they are 
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judged to be. As a result, the IG stffs often Department, for example, some offices were 
develop adversarial relations with agency inefficient in completing background and 
managers-who, in trying to do things security dearances. The Inspector Generals 
better, may break rules. office examined the problem, then 

At virtually every agency he visited, the recommended setting up a central database 
Vice President heard federal employees to manage the clearance process and warn 
complain that the IGs' basic approach officials automatically when they were 
inhibits innovation and risk taking. Heavy- about to miss deadlines for completing 
handed enforcement-with the IG investigations. Similarly, the Inspector 
watchfulness compelling employees to General of the Department of Health and 
follow every rule, document every decision, Human Services has long been engaged in 
and fill out every form-has had a negative program evaluations to help agencies 
effect in some agencies, uncover inefficiencies. While the Inspector 

General's office retains the right to conduct 
Action: Broadentheocusof the formal audits and criminal investigations, it 
Inspector Generalfrom aritcompliance also uses its role as a neutral observer to 
auditingto evaluatingmanagement collaborate on making programs work 
control ystemsP9 better. 

Congress need pass no legislation to 
In a government focused on results, the make this happen. Promoting the efficiency 

Inspectors General can play a key role not and integrity of government programs was 
only in controlling managers' behavior by part of the IGs' original mandate. But such 
monitoring it, but in helping to improve it. change will require a cultural revolution 
Today, they audit for strict compliance with within many IG offices, and we 
rules and regulations. In the future, they recommend two steps to help guide such a 
should help managers evaluate their change. First, line managers, who are the 
management control systems. Today, they IGs' front-line customers, should be 
look for "waste, fraud, and abuse." In the surveyed periodically to see whether they 
future, they should also help improve believe the IGs are helping them improve 
systems to prevent waste, fraud and abuse performance. Second, criteria should be 
and ensure efficient, effective service, established for judging IG performance. 

Many IGs have already begun to help
 
their agencies this way.At the Justice
 

STEP 5: ELIMINATING REGULATORY OvERKILLR einventing our budget, personnel 1993 study conduded that the cost to*the 
and procurement systems will strip private sector ofcomplying with regulations 
away much-but not ail--of the isat least $430 billion annually-9 percent 

red tape that makes our governing processes ofour gross domestic product! 40 

so cumbersome. Thousands upon thousands We must dear the thicket ofregulation 
ofoutdated, overlapping regulations remain by undertaking a thorough review of the 
in place. These regulations affect the people regulations already in place and redesigning 
inside government and those who deal with regulatory processes to end the proliferation 
it from the outside. Inside government, we ofunnecessary and unproductive rules. We 
have no precise measurement of how much have worked closely with administration 
regulation costs or how much time it steals officials responsible for developing a new 
from productive work. But there's no approach to regulatory review and 
disagreement that the costs are enormous. incorporated that work into the following 
And on the matter of external regulation, a action. 
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Action: The PresidentshouldMi a ef&orts and their burden on government and 
directiverequiringaftderal agencies to the private sector, President Reagan required
 
review intena1governmentregu/ations the Office ofManagement and Budget
over the next3years,with agoal of specifically, the Office ofInformation and
 
eliminating50percentofthose Regulatory Affairs (OIRA)-to review all
 
regulations.4' regulations proposed by executive agencies.
 

With a limited staff, many ofwhom are 
Can regulations be eliminated? The also involved with paperwork reduction 

answer isyes, as evidenced by promising issues, the review process for proposed 
experiments in several federal agencies. regulations can be lengthy. And while a 

In the Management Efficiency Pilot lengthy review process may be appropriate 
Program (MEPP) in five of the Department for significant rules, it isa waste of time 
ofVeterans' Affairs regional benefits offices, for others. 
the offices were encouraged to do away with 
red tape.42 At several benefits offices, 895 of 
1,969 regulations were dropped, saving theoW n /k b o e 
staffmore than 3,000 hours and $640,000 can o b. sonzumes the 
in one year. Productivity at MEPP centers papew*ork is overwhelming. 
increased by 35 percent in one year (1988
89), more than double the increase at other Wenhcr von Braun 
centers. A similar effort by five VA medical 
centers redirected $3.1 million to much
needed funding for acute care centers. 

An even more sweeping example of a In early 1993, Vice President Gore 
fresh start in internal regulations comes convened an informal working group to 
from the Air Force, where the Chief of Staff recommend changes in the regulatory 
has established a servicewide program to review process. The working group and the 
streamline the organization and cut out National Performance Review coordinated 
bureaucracy. Under the Policy Review their efforts closely. We endorse the 
Initiative begun in 1992, the Air Force is recommendations of the working group 
replacing 1,510 regulations with 165 policy and the President's executive order, which 
directives and 750 sets of instructions. This will implement those changes and 
effort will cut 55,000 pages of intermingled streamline the regulatory review process. 
policy and procedure to about 18,000 The order will enhance the planning 
pages, dearly separating policy from process and encourage agencies to consult 
procedure. This deregulation effort, with the public early in that process. In 
managed by a staff of 10, isexpected to be addition, in an effort to coordinate the 
completed in fiscal year 1994. regulatory actions ofall executive agencies, the 

Over the next 3 years, each federal Vice President will meet annually with agency 
agency will undertake a thorough and heads, and the Administrator of OIRA will 
systematic review of its internal regulations. hold quarterly meetings with representatives 
Agencies may choose their own strategies ofexecutive agencies and the administration. 
for reaching the goal of reducing internal Improving the regulatory review process 
regulations by 50 percent. also means being selective in reviewing 

regulations. Through this order, the 
Action: Improve inter-agency President will instruct OIRA to review only 
coordinationofregulations to reduce significantregulations-not, as under the 
unnecessaryregulationandredtape.0 current process, all regulations. The new 

review process, which will take into account 
In 1981, frustrated at the inconsistencies a broad range ofcosts and benefits, will be 

and duplication among federal regulatory more useful and realistic. 
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To ease the adverse effects of regulation 
on citizens, businesses, and the economy as 
a whole, the executive order also will require 
an ongoing review ofexisting regulations. 
Agencies will identify regulations that are 
cumulative, obsolete, or inconsistent, and, 
where appropriate, eliminate or modify 
them. They will also identify legislative 
mandates that require them to impose 
unnecessary or outdated regulations. 

Action: Establish aprocess by which 
agencis canmore widely obtainwaivers 
from rmudtions." 

With the advent of the Government 
Performance and Results Act, which 
Congress passed inJuly 1993, we have 
begun to acknowledge the important 
principle of "flexibility in return for 
accountability." 

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

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

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

Action: Reduce the burden of 
congmssionally mandatedreports.45  

Woodrow Wilson was right. Our 
country's 28th president once wrote that 
"there isno distincter tendency in 
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congressional history than the tendency to 
subject even the details ofadministration" 
to constant congressional supervision. 

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

Today the annual calendar isjammed with 
report deadlines. On August 31 of each year, 
the Chief Financial Officers (CFO)Act 
requires that agencies file a 5-year financial 
plan and a CFO annual report. On 
September 1,budget exhibits for financial 
management activities and high risk areas are 
due. On November 30, IG reports are 
expected, along with reports required by the 
Prompt Payment Act. On January 31, 
reports under the Federal Civil Penalties 
Inflation Report Adjustment Act of 1990 
come due. On March 31, financial state
ments are due, and on May 1annual single
audit reports must be filed. On May 31 
another round ofIG reports are due. At the 
end ofJuly and December, "high-risk" 
reports are filed. On August 31, it all begins 
again. And these are just the major reports! 

In fiscal year 1993, Congress required 
executive branch agencies to prepare 5,348 
reports. Much of this work isduplicative. 
And because there are so many different 
sources of information, no one gets an 
integrated view ofan agencys condition
least ofall the agency manager who needs 
accurate and up to date numbers. 
Meanwhile, trapped in this blizzard of 
paperwork, no one islooking at results. 

We propose to consolidate and simplify 
reporting requirements, and to redesign 
them so that the manager will have a dear 
picture of the agency's financial condition, 
the condition of individual programs, and 
the extent to which the agency is meeting its 
objectives. We will ask Congress to pass 
legislation granting OMB the flexibility to 
consolidate and simplify statutory reports 
and establishing a sunset provision in any 
reporting requirements adopted by 
Congress in the future. 
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CUrTING RED TAPE 

W 
STEP6:'EMPOWER STATE AND 

LOcALGOVERNMENTS 
hat we usually call "government" writing and reviewing grant applications, 

is,in fact, a tangle ofdifferent filling out forms, checking on each other, 
levels ofgovernment agencies- and avoiding oversight. In this way, 

some run from Washington, some in state professionals and bureaucrats siphon money 
capitals, and some by cities and towns. In from the programs' intended customers: 
the United States, in fact, some 80,000 students, the poor, urban residents, and'"governments" run everything from local others. State and local governments find 
schools and water supply systems to the their money fragmented into hundreds of 
Defense Department and overseas tiny pots, each with different-often 
embassies. Few taxpayers differentiate contradictory-rules, procedures, and 
among levels ofgovernment, however. To program requirements. 
the average citizen, a tax isa tax-and a Henry Cisneros, Secretary of Housing 
service a service-regardless ofwhich level and Urban Development, likens fixeral 
ofgovernment isresponsible. To grants to a system of pipelines spreading out 
reinvent government in the public's eyes, across the country. The "water," says 
we must address the web of federal-state- Cisneros, reaches states and localities 
local relations. 

Washington provides about 16 percent of 
the money that states and localities spend W e we directedfrom Washington when to 
and shapes a much larger share ofsuch 
spending through mandates. Much of sow andwhen to reap, we shouldsoon wantfir 
Washington's domestic agenda-$226 bma 
billion to be precise-consists ofprograms 
actually run by states, cities, and counties. Thomas Jefferson 
But the federal government doesn't always 1826 
distribute its money--or its mandates
wisely. 

For starters, Washington allocates federal 
money through an array of more than 600 through hundreds of individual pipelines. 
different grant programs. Many are small: This means tLere islittle chance for the 
.45of them distribute less than $50 million water to be mixed, properly calibrated to 
a year nationwide; some 275 distribute less local needs, or concentrated to address a 
than $10 million. Through grants, specific problem, geographic area, or 
Congress funds some 150 education and population. 
training programs, 100 social service In employment and training, for 
programs, and more than 80 health care example, Washington funds training 
programs. programs, literacy programs, adult 

Considered individually, many education programs, tuition grant 
categorical grant programs make sense. But programs, and vocational education 
together, they often work against the very programs. Different programr, are 
purposes for which they were established, designed for different groups-welfare 
When a department operates small grant recipients, food stamp recipients, 
programs, it produces more bureaucracy, displaced homemakers, youth in school, 
not more services. Thousands ofpublic drop-outs, "dislocated workers," workers 
employees-at all levels ofgovernment- displaced by foreign trade, and on 
spend millions of hours writing regulations, and on. 
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At a plant in Pittsfield, Massachusetts, 
General Electric recently laid offa large 
group ofworkers. Some workers could get 
Trade Adjustment Assistance benefits, 
because their jobs were lost to foreign 
competition. Others could not; their jobs 
fell to defense cutbacks. Because they have a 
union, people working in one area began 
exercising their seniority rights and 
bumping people in other areas. Some 
workers bumped from trade-affected jobs to 
defense contracting jobs, then lost those a 
few weeks later. Under federal regulations, 
they could no longer get Trade Adjustment 
Assistance. Thus, friends who had spent 
years working side by side found themselves 
with very different benefits. Some got the 
standard 6 months of unemployment 
checks. Others got 2 years of 
unemployment checks and extensive 
retraining support. Try explaining that to 
people who have lost the only jobs they've 
ever held! 

People who run such programs struggle 
to knit together funds from three, four, or 
five programs, hoping against hope that 
workers get enough retraining to land 
decent new jobs. But the task isdifficult; 
each program has its own requirements, 
funding cycles, eligibility criteria, and the 
like. One employment center in Allegheny 
County, New York, has tried hard to bring 
several programs together and make them 
appear as seamless as possible to the 
customers. At the end of the day, to 
accommodate reporting requirements, the 
staff enters information on each customer at 
four different computer terminals: one for 
Job Training Partnership Act (JTPA) 
programs, one for the JOBS program, one 
for the Employment Service, and one for 
tracking purposes. 

When Congress enacted JTPA, it sought 
to avoid such problems. It let local areas 
tailor their training programs to local neds. 
But federal rules and regulations have 
gradually undermined the good intentions, 
Title III, known as the Economic 
Dislocation and Worker Adjustment 
Assistance Act (EDWAA), helps states 
respond immediately to plant closings and 
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large layoffs. Yet even EDWAAs most 
flexible money, the "national reserve fund," 
has become so tanghl in red tape that 
many states won't use it. As Congress's 
Office ofTechnology Assessment put it, 
"the process issimply too obstacle ridden.... 
many state EDWAA managers cannot 
handle the complexities of the grant 
application, and those that do know how 
are too busy responding to clients' urgent 
needs to write demanding, detailed grant
proposals." 

When Congress amended JTPA in 1993, 
targeting more funds to those with 
"multiple barriers" to employment, 
homeless advocates thought the change 
would help their clients. After all, who has 
more barriers to employment than someone 
without an address or phone number? But 
the new JTPA formula also emphasized 
training over job search assistance. So a local 
program in Washington, D.C. that had 
won a Labor Department award for placing
70 percent of its clients in jobs-many of 
them service sector jobs paying more than 
the minimum wage--lost its JTPA funding. 
Why? It didn't offer training. It just helped 
the homeless find jobs.47 

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

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

Virtually every expert with whom 
we spoke agreed that this system is 
fundamentally broken. No one argued for 
marginal or incremental change. Everyone 
wants dramatic change-state and local 
officials, federal managers, congressional 
staff.As in managing its own affairs, the 
federal government must shift the basic 
paradigm it uses in managing state and local 
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affairs. It must stop holding programs 
accountable for process and begin holding 
them accountable for results. Sometimes we need to startoutwith ablank 

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

slateandsay 'He we've been doingthisfr 
the last40,50years.Itdoesn'twork."Lets 
throw outeverything; clearout minds...Let' 

"Establish acabinet-level Enterprise 
Board to oversee new initiatives in 

haveas agoaldoingthe rightthingforthe 
fight reasons,even fit entaiktaking riks. 

community empowerment; Vincent Lane, 

*Cut the number ofunfunded mandates 
that Washington imposes; 

Chairman, Chicago Housing Authority, 
Reinventing Government Summit 

Philadelphia, June 25, 1993 

• Consolidate 55 categorical grants into 
broader "flexible grants;" 

• Increase state and local flexibility in rather than "top-down" requirements. It will 
using the remaining categorical grants; focus on the administration's community 

empowerment agenda, beginning with the 
• Let all agencies waive rules and 9 Empowerment Zones and 95 Enterprise 

regulations when they conflict with Communities that passed Congress as part 
results; and ofthe President's economic plan. 

In participating communities, for 
• Deregulate the public housing program. example, federal programs could be 

consolidated and planning requirements 
The likely benefits are dear could be simplified; waivers would be 

administrative savings at all levels; greater granted to assure maximum flexibility; 
flexibility to design solutions; more effective federal funding cycles would be 
concentration oflimited resources; and synchronized; and surplus federal properties 
programs that work for their customers. could be designated for community use. 

Action: The Preident shouldestablish Action: The Presidentshouldissue a 
a cabinet-levelEnterpriseBoardto 
oversee new initiativesin community 

directivelimitingthe use ofunfunded 
mandates by the administration.49 

As the federal deficit mounted in the 

The federal government needs to better 
organize itself to improve the way it works 

1980s, Congress found it more and more 
difficult to spend new money. Instead, it 

with states and localities. The President often turned to "unfunded mandates"
should immediately establish a working passing laws for the states and localities to 
group ofcabinet-level officials, with follow, but giving them little or no money 
leadership from the Vice President, the to implement those policies. As of 
Domestic Policy Council, and the National 
Economic Council. 

December 1992, there were at least 172 
separate pieces offederal legislation in force 

The Board will look for ways to that imposed requirements on state and 
empower innovative communities by local governments. Many of these, such as 
reducing red tape and regulation on federal dean water standards and increased public 
programs. This group will be committed to access for disabled citizens, are 
solutions that respect "bottom-up" initiatives .. .. . 
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But the question remains: How will state create a forum in which federal, state, and 
and local governments pay to meet those local officials could develop solutions to 
goals? We recommend that Congress refrain problems involving unfunded mandates. 
from this practice and that the Presidents 
directive establish that the executive branch Action: Consolidate 55 categoricalgrant 
will similarly limit its use ofunfunded programswithfundingof$12.9 billion 
mandates in policies, legislative proposals into six broad'imible grants"--injob
and regulations. training,education, waterquality, 

The directive would narrow the de-fkse convrsion,environmental 
circumstances under which departments management andmotor carrir afty
and agencies could impose new unfunded 

burdens on other governments. It also This proposal came from the National 
would direct federal agencies to review their Governors Association (NGA) and 
existing regulations and reduce the number National Conference of State Legislatures 
of mandates that interfere with effective (NCSL), which describe it as "a first step
service delivery. OMB's Office of toward broader, more ambitious reforms." 
Information and Regulatory Affairs (OIRA) It would consolidate some 20 education,
should review all major regulations or employment and training programs, with a 
legislation proposed by the executive branch combined $5.5 billion infiscal year 1993 
for possible adverse impacts on states and spending; roughly 10 other education 
localities. Finally, OIRA's director should programs ($1.6 billion); 10 small 

How Much Do You Get for a 1983 Toyota? 

W 'hat does the price of a used car have to under Aid to Families with Dependent 
d with die federal governments family Children (AFDC) does not own a car worth 

policies? more than $1,500 in equiyvalue.To give a 
More than it should. Caseworkers employed poor family food stamps, it must verify that the 

by state and local government to work with family doesn't own a car worth more than 
poor families are supposed to help those $4,500 in marketvalue.Medicaid specifies a 
families become self-suflficient. Their job isto range that it allows for the value ofa recipients 
understand how federal programs work. But as car, depending on the recipients Medicaid 
it turns out, those caseworkers also have to category. But under food stamp rules, the car is 
know something about used cars. Used cars? exempt if it isused for work or training or 
That's right. Consider this example, recounted transporting a disabled person. And under 
to Vice PresidentGore at a July 1993 AFDC, there isno exemption for the car under 
Progressive Foundation conference on family any circumstances. 
policy in Nashville, Tennessee: Recounting that story to a meeting ofthe 

Agencies administering any ofthe federal nation's governors, the Vice President asked this 
government's programs for the poor must verify simple question: 'Why can't we talk about the 
many details about people's lives. For instance, same car in all three programs?" 
they must verify that a family receiving funds 
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environmental programs ($392 million); performance without tackling the thorny 
six water quality programs ($2.66 billion); political problem involved in consolidating 

and six defense conversion programs 600 grant programs, reconciling thousands 
($460 million), of rules and regulations, and anticipating 

every possible instance when flexibility 
Action: Congress shouldallow statesand might be neces.,w. It puts the burden of 
localitiesto consolidate separategrant 
progrrmsfrom the bouom up.5' 

identifying ob, ides and designing the best 
solution where it ,3.3ngs--on those who 
must make the programs work. 

Recognizing the political and 
administrative obstacles to wholesale reform Action: Give all cabinet secretaries and 
of more than 600 existing categorical grants agency heads author.yto grantstates and 
in the short term, the National Performance 
Review focused on an innovative solution 

localities selective waiversfromfederal 
reudations or mandates.52 

to provide flexibility and to encourage 
result-oriented performance at the state and 
local levels. TheNationalPerfrmnce Re'w isnot 

Our proposal calls for Congress to 
authorize "bottom-up" grant consolidation 
initiatives. Localities would have authority 

intendedto be thefinalwordon reinventing 
governmentbutratherafirststep. This long 

to mix funding from different programs, 
with simple notification to Washington, 
when combining grants smaller than $10 
million each. For a consolidation involving 

overdue effirt will require continuing 
commitmentfrom the very top to truly change 
the waygovernmentdoes business. 

any program funded at more than $10 
million, the federal awarding office (and U.S.Rep. John Conyenr (D. Mich.) 
state, ifapplicable), would have to approve August 28, 1993 
it before implementation. In return for such 
consolidation, the state and local 
governments would waive all but one of the 
programs' administrative payments from For federal grant programs to work, 
the federal government, managers must have flexibility to waive 

When different grants' regulations rules that get in the way. Some departments 
conflict, the consolidating agency would have this authority; others don't. Federal 
select which to follow. States and localities decisions on most waivers come very slowly, 
that demonstrated effective service and states often must apply to a half-dozen 
integration through consolidation would agencies to get the waivers they need. 
receive preference in future grant awards. Florida, for example, has a two-year waiver 

Each of the partners in the allowing it to provide hospice care to AIDS 
intergovernmental system must work patients under Medicaid. Its renewal takes 
collaboratively with others-federal, state, 18 months. So state officials have to reapply 
and local-to refine this recommendation. after only six months. 
The details will be negotiated with 
important state and local organizations, 

Waiver legislation should grant broad 
waiver authority, with the exception of fair 

such as the NGA, the NCSL, the U.S. housing, non-discrimination, environ-
Conference of Mayors, and the National mental, and labor standards. We will ask 
League ofCities, before legislation is Congress to grant such authority to cabinet 
drafted. officers. These waivers should be granted 

Bottom-up consolidation will be given a under limited circumstances, however. They 
high priority by the administration. It must be time-limited and designed to 
represents a way to improve state and local include performance measures. When each 
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experiment isconcluded, the granting 
agency should decide whether the new way 
of doing things should be induded in 
standard practice. 

Action: Give control ofpublic houing 
to loealpubl housing authoritieswith 
hisor ofexcellnt managementand 
substantialy eguwte tM ust.5 

Public housing isa dassic story ofgood 
intentions gone awry. When the program 
began in the 1930s, it was hailed as an 
enlightened response to European 
immigrants' squalid living conditions in 
cities across the country. Through an 
enormous bureaucracy stretching from 
Washington into virtually every city in 
America, the public housing program 
brought dean, safe, inexpensive living 
quarters to people who could not afford 
them otherwise. 

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

Frustrated by the failure ofpublic 
housing, innovative state and local 
governments began to experiment with new 
models ofdeveloping, designing, financing, 
managing, and owning low-income 
housing. Successful efforts tailored the 
housing to the characteristics ofthe 
surrounding community. Local public 
housing authorities began to work with 
local governments and non-profit 
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organizations to create innovative new 
models to sei ve low-income people. 

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

In addition, HUD should work dosely 
with local housing authorities, their national 
organizations, public housing tenant 
organizations, and state and local officials to 
eliminate unnecessary rules, requirements, 
procedures, and regulations. In particular, 
HUD should replace its detailed 
procurement and operating manuals and 
design and site selection requirements with 
performance measures, using annual 
ranking oflocal housing authorities to 
encourage better service and greater 
accountability. It should eliminate the 
annual budget review, an exercise in which 
HUD field staff spend thousands of hours 
reviewing and approving detailed budgets 
from local housing authorities -- even 
though the reviews do not influence federal 
funding decisions. And it should work with 
Congress to change current rent rules, 
which create strong incentives for people to 
move from public housing as soon as they 
find jobs. 
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.ConclusionT	he changes described above are massaged to death, or reversed beyond
 
ambitious. They will take enormous recognition or usefulness by the overlayered
 
effirt and enormous will. It will be structures...." 54
 

many years before all ofthem take root. But But the changes we propose will produce
 
ifthey succeed, the American people will their own momentum to overcome
 
have a government capable ofattacking bureaucratic resistance. As the red tape is
 
their problems with far more energy, and far being cut, federal workers will become more
 
less waste, than they can today imagine, and more impatient with the red tape that
 

We must move quickly, because the remains. They will resist any reversal of the
 
bureaucracy, by its nature, resists change. As process. And they will be strengthened in
 
Tom Peters wrote in Thrivingon Chaos, their resistance by the steps we propose in
 
"Good intentions and brilliant proposals the next chapters.
 
will be dead-ended, delayed, sabotaged,
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Chapter2 

PUTTING CUSTOMERS FIRST
 

We aregoingto rationalizethe way thefideralgovernmentreates to the
 
Amercanpeople, andwe aregoingto make the fideralgovernmentcuitomerfiiendl
 

A lotofpeople dontrealizethatthefideralgovernmenthascustomers.
 
We have customers. The Americanpeople.
 

Al of us--bureaucrat or 

business owner, cabinet 
secretary or office 
clerk-respond to 
incenives. We do more 
of what brings us 

rewards and recognition, less of what 
brings us criticism. But our government, 
built around a complex duster of 
monopolies, insulates both managers and 
workers from the power of incentives, 

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

The best way to deal with monopoly isto 
expose it to competition. Let us be dear. 
this does notmean we should run 
government agencies exactly like private 
businesses. After all, many ofgovernment's 
functions are public responsibilities precisely 
because the private sector cannot, should 
not, or would not manage them. But we 
can transplant some aspects of the business 
world into the public arena. We can create 
an environment that commits federal 

Vce President Al Gore 
Town Meeting, 

Department of Housing 
and Urban Development, 

March 26, 1993 

managers to the same struggle to cut costs 

and improve customer service that compels 
private managers. We can imbue the federal 
government-from top to bottom-with a 
driving sense ofaccountability. 

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

We propose a different approach. We 
must make cuts where necessary, we also 
must make our government effective and 
efficient. Some programs dearly should be 
eliminated, others streamlined. We will 
offer many proposals to do both in chapter 
4. But reinventing government isn't just 
about trimming programs; it's about 
fundamentally changing the way 
government does business. By forcing 
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public agencies to compete for their 	 and services, acquire and maintain office 
customers-between offices, with other space, and print public documents. These 

endes, and with the private sector-we internal monopolies serve their customers
lcreate a permanent pressure to streamline government workers-so poorly, it's no 

programs, abandon the obsolete, and 	 wonder those workers have such trouble 
improve what's left 	 serving customers outsidegovernment. 

This process will be neither quick nor Third,where competition isn't feasible, 
easy. But as it unfolds, a very different we will turn government monopolies into 
type ofgovernment will emerge, one that more businesslike enterprises-enterprises 
is accountable to its true customers- in doser touch with both customers and 
the public, market incentives. 

We propose four specific steps to Fourth,we will shift some federal 
empower customers, break federal functions from old-style bureaucracies to 
monopolies, and provide incentives for market mechanisms. We will use federal 
federal employees to better serve their powers to structure private markets in ways 
customers. that solve problems and meet citizens' 

First we will require that Al federal needs--such as for job training or safe 
agencies put customers first by regularly workplaces--without funding more and 
asking them how they view government bigger public bureaucracies. 
services, what problems they encounter, and Together, these strategies will enable us to 
how they would like services improved. We create a responsive, innovative, and 
will ensure that all customers have a voice, entrepreneurial government. Ifwe inject 
and that every voice is heard. market mechanisms into federal agencies as 

Secona 	we will make agencies compete we are cutting red tape, we will create new 
for their customers' business. Wherever dynamics--and a new dynamism
feasible, we will dismantle governments throughout the federal government. 
monopolies, induding those that buy goods 

STEP 1: G1VING CuSTOMERS A VoIcE-
ANDA CHOICE 

Seting Customer Service Standards 	 public agencies that hold monopolies. And 
monopolies, public or private, have littleL 	 ong lines, busy signals, bad sensitivity to customer needs. 

information, and indifferent workers So government agencies must do what 
at front counters-these are all too many ofAmerica's best businesses have 

common occurrences when customers come done: renew their focus on customers. Some 
in contact with their government. Quite are already trying. The Internal Revenue 
simply, the quality ofgovernment service is Service (IRS) and Social Security 
below what its customers deserve. Administration (SSA) have taken major 

We propose to set a goal of providing steps to improve their telephone services to 
customer services equalto the bestin business, customers. SSA, the U.S. Postal Service 

Too many agencies have learned to (USPS), and the Department ofVeterans 
overlook their customers. After all, most of Affairs are developing a combined 
government's customers can't really take government services kiosk, providing a 
their business elsewhere. Veterans who use single point of access for services offered by 
veterans' hospitals, companies that seek the three agencies. The Library of Congress, 
environmental permits, or retirees applying the Energy Department, the National 
for social security benefits must deal with Aeronautics and Space Administration, the 
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National Science Foundation, and other agency isfostering competition among its 
federal agencies have placed their materials tax return centers, based on customer 
on Internet, a worldwide computer service levels and efficiency at handling the 
network'1 1.7 billion pieces of paper the IRS receives 

Good service means giving people what each year. Centers that perform better get 
they need. To do that, however, one must higher budgets and workloads, and 
first find out what they want-a step few employees get promotion opportunities. 
federal agencies have taken. In the future, The IRS was among the first government 
federal agencies will ask their customers agencies to use 800 numbers and 
what they want, what problems they have, automated voice mail systems to increase 
and how the agencies can improve their customer access to information. Today, the 
services. IRS is beginning to.survey its customers. 

Knowing what customers want, public 
agencies must set dear and specific 
customer service standards. When Federal Customer Service Standards: IRS 
Express promises to deliver a package the 
next day by 10:30 anm., both customers and 
employees understand precisely what that spa oftheNaonalPerbhrmenceRtra the 
means. Similarly, when the Air Force's A IRS ispublishingcustomerservicestandand, 
Tactical Air Command discarded its thick incudingthese: 
set ofspecifications about living quarters for 
visiting pilots and adopted a simple 
standard--equivalent to "amoderately *Ifyou file a paper return, your refund due will 
priced hotel, like Ramada"-employees be mailed within 40 days. 
understood exactly what it meant.2 

Several federal agencies that frequently * Ifyou file an electronic return, your refund due 
interact with citizens have launched will be sent within 14 days when you specify 
aggressive customer service initiatives. We direct deposit, within 21 days when you 
endorse strengthening these initiatives- request a check. 
described below-and expanding them 
across the federal government. Ourgoal isto resolve your account inquiry 

InternalRevenueService. The IRS, the with one contact, repeat problems will be 
federal agency most citizens prefer to avoid, handled by a Problem Resolution Office in an 
might seem the least likely to develop a average of 21 days. 
customer focus. But it's working hard to do 
just that. °When you give our tax assistors sufficient and 

Four years ago, the General Accounting accurate information and they give you the 
Office (GAO) discovered that IRS staffgave wrong answers, we will cancel related penalties. 
a wrong answer to one ofevery three 
taxpayers who called with a question. Since * With your feedback, by 1995 IRS forms and 
then, the agency has improved its accuracy instructions will be so dear that 90 percent of 
rate to 88 percent.3 And-in a switch that individual tax returns will be error-free. 
signals a basic change in attitude-agency 
employees now refer to taxpayers as 
customers. 

In IRS pilot projects across the country 
employees now have authority to change In addition, some centers are serving 
work processes on their own in order to customers in truly astonishing ways. One 
improve productivity. Front-line workers anecdote makes the point. At the Ogden, 
also have more authority to resolve issues Utah Service Center-a winner ofthe 
one-on-one with individual taxpayers. The Presidential Award for Quality-a down
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Customer Service Standards: 
Social Security Administration 

J spartofitspartidpadonin the National
PermanceRevieu4 the SoialSwu iy 

Administrion uwllpublishn 4 apostin 

each ofits offlces, theseperfimincestandards: 

"	You will be treated with courtesy every time 
you contact us. 

"	We will tell you what benefits you qualify for 
and give you the information you need to use 
our programs. 

"	We will refer you to other programs that may 
help you. 

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

on-his-luck man hitchhiked from out of 
state to get his refund check. As it turns out, 
this center doesn't issue checks. But IRS 
employees there discovered that a disbursing 
center had sent a check to the hitchhiker's 
old address and that it had been returned. 
They ordered a new check sent to Ogden 
and helped the hitchhiker make ends meet 
until the check arrived. 

In the end, the IRS's efforts could affect 
all ofus, not only as filers of tax returns but 
as taxpayers. If IRS forms are easier to 
understand and use, more taxpayers might 
file on time. Ifthe IRS develops an image as 
a more effective, user-friendly agency, more 
taxpayers might decide to file in the first 
place. A mere 1-percent increase in 
voluntary compliance would add $7 billion 
in government revenue each year.4 

Socida SecurityAdministration.Every 
year, more than 47 million Americans come 
in contact with the Social Security 
Administration, which administers old-age 

pensions, survivors' and disability insurance, 
and the supplemental security income (SSI) 
program. The agency has 1,300 field offices 
and receives 60 million calls a year on its 
toll-fie lines. As the nation's population 
ages, the agency faces an ever-increasing 
workload. Recently, an inspector general's
report showed that customer satisfaction 

had fallen 4 years in a row due to longer 
waiting times in offices and increasing
problems in reaching someone on the 
phone.5 

Fortunately, the Social Security 
Administration isstrengthening its 
customer orientation. When Hurricane 
Andrew struck South Florida, where 
367,000 people collect social security and 
SSI, agency workers took steps to ensure 
that senior citizens would know how to get 
their checks despite the devastation. Local 
offices used television, radio, and 
loudspeaker trucks touring the area with 
messages in English, Spanish, and Creole. 
The agency also hired an airplane to tow a 
banner with SSAs toll-free 800 telephone 
number over the hard-hit Homestead area. 

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

U.S. PostalService.The Postal Service, 
which delivered 166 billion pieces of mail in 
1992, has begun improving customer 
service for a good reason: It has 
competition. While most people still use the 
Postal Service to deliver first dass mail, the 
use ofprivate delivery services and 
electronic mail isrising quickly. 

The Postal Service has decided to meet 
its competition head-on. Using focus 
groups, the agency identified service areas 
where its customers wanted improvement. 
It found that people wanted shorter waiting 
lines at counters, better access to postal 
information, and better responses to their 
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complaints. Using these standards to 
measure performance, the agency set a long Customer Service 
range goal of"100-percent satisfaction" and Standards: USPS 
developed a customer satisfaction index to 
measure progress toward it. 

The agency also isproviding incentives spartofitsparti&aionin te Nasional 
for employee performance: In cooperation .A PffrmanceR ieu the USPS willexpanditsw 

with two postal unions, managers now use plantto dpky thesestandards inpost oftes:
 
customer satisfaction data to help determine
 
employee bonuses.
 

*Your first class mail will be delivered anywhere
Action: The PImidentshould issue a in the United States within 3 days. 
directiverequiringaUlfrderalagencies 
thatdeliverservices to thepublic to create *Your local first class mail will be delivered 
customerserviceprogramsthat identift overnight. 
andsurvey customers. The order will 
establish thefolowingstandardjbr You will receive service at post office counters 
quahty: Customerservice equalto the best within 5 minutes. 
in buiness.' 

•You can get postal information 24 hours a day 
The President's directive will lay out by calling a local number. 

principles to govern the provision of 
customer services. For example,
organizations should: oimmediately identify who their 
"	survey their customers frequently to customers are; 

find out what kind and quality of 
services they want; - survey their customers on services and 

results desired, and on satisfaction with 
"post standards and results measured existing services; 

against them; 
*survey front-line employees on barriers 

*benchmark performance against "the to, and ideas for, matching the best in 
best in business"; business; 

*provide choices in both source of - in 6 months, report results on these 
service and delivery means; three steps to the President;, and 

"make information, services, and * develop and publish a customer service 
complaint systems easily accessible; plan-including an initial set of 

customer service standards-within 1 
"handle inquiries and deliver services year. 
with courtesy, 

The customer service plans will address 
*provide pleasant surroundings for the need to train front-line employees in 

customers; and customer service skills. They will also
 
identify companies that agencies will use to
 

* provide redress for poor services. judge how they compare to the "best in 
business." The directive will ask cabinet 

The order will direct all federal agencies secretaries and agency heads to use 
that deal with the public to: improvement in customer satisfaction as a 
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primary criterion in judging the 
performance of agency managers and front-
line employees. 

Action: Forvoluntary customer surveys, 
the Offlce ofManagement andBudget 
will delegate its survey approval authority 
underthe PaperworkReductionAct to 
departments thatareableto comply with 
the act 

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

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

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

Customer-driven programs rarely cost 
more than others; indeed, productivity 
gains in past federal experiments have more 
than offset cost increases. At the Ogden 
Service Center, the IRS office's new 
approach helped workers process 5 percent 
more tax returns. When organizations shift 

their focus to customers, they act like 
Avis-they try harder. 

Crossing Agency Boundaries 

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

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

The traditional solution is to shuffle the 
organizational chart. But in Washington, 
such proposals set off monumental turf 
wars between agencies in the executive 
branch, and between committees in 
Congress. After years of struggle, one or twc 
agencies are reorganized - or a new 
department iscreated. Meanwhile, the 
nation's problems keep changing, so the 
new structure issoon out of date. 

In a rapidly changing world, the best 
solution isnot to keep redesigning the 
organizational chart; it isto melt the rigid 
boundaries between organizations. The 
federal government should organize work 
according to customers' needs and 
anticipated outcomes, not bureaucratic turf. 
It should learn from America's best-run 
companies, in which employees no longer 
work in separate, isolated divisions, but in 
project- or product-oriented teams. 

To do so, the government must make 
three changes. It must give federal workers 
greater decision making authority, allowing 
them to operate effectively in cross-cutting 
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ventures. It must strip federal laws of reputation for providing its youth extensive 
prohibitions against such cooperation. And opportunity to attend college," the General 
it must order agencies to reconsider their Accounting Office noted recently. 
own regulations and tradition-bound "However, our country falls short in 
thinking. For example, the Forest Service employment preparation ofmany 
found that 70 percent of its regulatory noncollege-youth." Unlike our competitors, 
barriers to new, creative ways ofdoing 
business were self-imposed.8 

Despite these barriers, some noteworthy 

GAO said, we have no national policy to 
systematically prepare non-college educated 
youth for jobs.' 2 

initiatives are underway. Rural Our system is badly fragmented. Each 
Development Councils, under the service - from job referral to retraining 
Agriculture Department's direction, work isdesigned for different people, with 
with several federal departments as well as different rules, regulations, and reporting 
states and localities to better coordinate requirements. Bewildered, often dispirited, 
rural aid programs. At the Federal Aviation job seekers must trudge from office to 
Administration (FAA), a systems manager office, trying to fit themselves into a 
helps coordinate the activities of the FAA, program. When they find a program, they 
Defense Department, international aviation may find that they aren't eligible, that its all 
organizations, and various private interests filled up, or that the classroom isacross 
on matters involving satellites, data links, 
and traffic flow management.9 

town. 
American workers deserve a better deal. 

We should bring the same approach to Nowhere on the government reinvention 
other parts of government. The following front is action more urgently needed or are 
examples illustrate the problems we face and potential rewards greater. We envision a 
the solutions we must create. new workforce development system, 

focused on the needs ofworkers and 
Action: Create a system ofcompVetive, employers. We will organize it around the 
one-stop, career development centers open 
to aUAmericans.' ° 

customer  whether an individual or a 
business  then provide that customer 
with good information about the 

Our nation's economic future depends performance of different providers and 
on the quality of our workforce. Our plenty of choices. Ifwe do this, career 
individual futures, too, depend on whether centers and training providers will have to 
we have marketable, flexible skills with compete for their customers' business, based 
which to adapt to the changing demands of on the quality of their services. 
new technologies. In a country where the Specifically, we propose one-stop career 
average worker changes jobs seven times in management centers across the country, 
alifetime, those skills are more than open to all Americans - regardless of race, 
desirable; they are crucial. gender, age, income, employment 

Our government invests heavily in experience, or skills. (One-stop centers are 
education and training. Togetl.er, 14 also a key feature of the Workforce 
separate government departments and Investment Strategy the Labor Department 
agencies invest $24 billion a year, through is developing.) Our centers would offer 
150 employment and training programs." skills assessment, information on jobs, 
But we do not invest this money well access to education and training 
enough. For one thing, our system is everything people needed to make career 
organized for the convenience of those who decisions. The centers would be linked to 
deliver services, not those who use them.
For another, the system lacks competition 
and incentives for improvement, 

all federal, state, and local workforce 
development programs, and to many 
private ones (which are, after all, the source 

"The United States has a worldwide ofmost job-training money). Core services 
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such as labor market information and job 
search help would be offered free. Some 
centers might offer other services, from 
comprehensive testing to career counseling 
and workshops, on a fee-for-service basis. 

These centers would help their customers 
get access to funds from any of the 150 
programs for which they qualified. To make 
this possible, the federal government would 
eliminate or waive many rules and 
regulations that keep our workforce 
deveopment programs separate. The 
centers would also be allowed to generate 
their own revenues, including fees collected 
from employers and employees would could 
afford to pay. Any organization, public or 
private, would be allowed to seek a charter 
to operate one or more one-stop career 
centers. The process would be performance-
driven, with contracts renewed only if 
centers met customers' demands. The 
federal government would establish national 
chartering standards for the centers, but 
states and local employment boards would 
decide which organizations met the 
standards. 

Today, local organizations such as state 
employment services get most of their 
federal funds almost as a matter of 
entitlement. They account for the money, 
but we do not hold them accountable for 
whether they spend it effectively. We would 
make funding for these new centers more 
competitive, opening the process to public 
and private, nonprofit and for-profit, 
entities. 

We would judge these centers in part by 
how many people sought help at them 
on the theory that centers attracting the 
most customers were dearly doing 
something right. But we would focus as well 
on what happened after the customers left. 
Did they enroll inmeaningful training
programs? Did they find jobs? Did they 
keep their jobs? Did they increase their 
incomes? Finally, we would give customers 
the necessary information to decide the 
same thing for themselves: Which training 
program would meet their needs best? 

We believe that the central problem in 
the Employment Service isnot the line 
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workers, but the many rules and regulations 
that prevent them from doing their jobs. 
Waiver of these antiquated rules will free up 
these workers to perform well. In order for 
state employment services to compete on a 
level playing field-particularly after the 
negative effects of the last decade of 
spending cuts and over-regulation-line 
workers must be given the opportunity to 
retool. The Labor Department should 
ensure that they receive the necessary 
training to enable them to participate in the 
process. 

The biggest single barrier to creating an 
integrated system ofone-stop career centers 
is the fragmented nature of federal funds. 
The 150 federal programs have different 
rules, different reporting requirements, even 
different fiscal years. To synchronize these 
-and to break down the walls between 
categorical programs--the National 
Economic Council should convene a 
Workforce Development Council, with 
members from the Departments of Labor, 
Education, and Health and Human 
Services; the Office ofManagement and 
Budget; and other departments and 
agencies with employment and training 
programs. This council should standardize 
fiscal and administrative procedures, 
develop a standard set of terms and 
definitions between programs, develop a 
comprehensive set of results-oriented 
performance standards, and improve the 
qualitative evaluation of program 
performance. 

Action: The Presidentshoudissue a 
directivethatrequirescollaborative 
eirts acrossthe governmentto 
empowercommunities andstrengthen 
families.'3 

At Vice President Gore's recent 
conference on family policy in Nashville, 
experts agreed that effective family policy 
requires new approaches at the federal, state, 
and local levels. We should stop dividing up 
families' needs into health, education, 
welfare, and shelter, each with its own set of 
agencies and programs, many ofwhich 
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contradict one another and work at cross- Action: The Imsidet should issue a 
purposes. Instead, across all levels of 
government, we need collaborative, 
community-based, customer-driven 
approaches through which providers can 
integrate the full network of services. 

For instance, we spend about $60 billion 
a year on the well-being ofchildren. But we 

dirctive andpropose leislation to 
reconmtitute the Federal Coordinating 
Councilfr Science, Engineering and 
Technology as the NationalScience and 
Technology CouncA giving it a broader 
role in settingscience andtechnology
policy. 7 

have created at least 340 separate programs 
for families and children, administered by 11 
different federal agencies and departments.' 4 

Progress in science and technology is a 
key ingredient of national economic 

Thus, a poor family may need to seek help success. President Clinton's A Viuion of 
from several departments--Agriculture for ChangefvrAmeica, released in February, 
food stamps, Housing and Urban cites studies showing that "investments in 
Development for rental support, Health and research and development (R&D) tend to 
Human Services for health care and chasing be the strongest and most consistent 
down dead-beat parents. For each program, 
they will have to visit different offices, learn 

positive influence on productivity 
growth."' 8 In an increasingly competitive 

about services, fill out forms to establish world economy, the American people need 
eligibility-and wait. the best possible return on federal R&D 

The system isfragmented and illogical, investments. 
In Texas, where the immunization rate The Federal Coordinating Council for 
among poor children isabout 30 percent, Science, Engineering, and Technology 
the state Health Department sought (FCCSET) is a White House-managed 
permission to have nurses who run the team that helps set policy for technology 
Agriculture Department's Women, Infants development. With representatives from 
and Children supplemental food program more than a dozen agencies, it develops 
also give immunizations. The Agriculture 
Department said no-unless Texas 

interagency projects, such as 
biotechnology research and the high

developed an elaborate cost allocation plan. performance computing initiative. 
Consequently, mothers and children will 
have to continue visiting more than one 

Unfortunately, FCCSET lacks the teeth to 
set priorities, direct policy, and participate 

agency '5 fully in the budget process. It can't compel 
A few years ago, Governingmagazine agencies to participate in its projects, nor 

described a teenage girl who was pregnant, can it tell agencies how to spend funds. Its 
hall a juvenile record, and was on welfare. six funded projects will account for just 
Between the three problems, she had more 
than six caseworkers--each from a different 

16 percent ofWashington's $76 billion 
R & D budget in 1994. At a time of 

agency. As one put it: "The kid has all these declining federal resources, experts in 
people providing services, and everybodys business, academia, and government 
doing their own thing and Tasha's not recognize the need for one-stop shopping 
getting better.We need'to have one person 
who says, 'Now look, let's talk about a plan 
ofaction for Tasha.'"' 6 President Clinton's 

for science and technology policy. 
A new National Science and Technology 

Council would direct science and 
directive will help remove obstacles that technology policy more forcefully, and 
agencies face in trying to serve Tasha and 
others like her. 

would streamline the White Houses 
advisory apparatus by combining the 
functions of FCCSET, the National Space 
Council, and the National Critical 
Materials Council. 
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Action: The Iridentshold jise a 
dimetive to give the Trade Promotion 
Cooniinating Committeegreater
autoriy to controlfrderalexport 

Unlike most of our economic 
competitors, the United States has no 
national export strategy. Our export 
programs are fragmrented among 19 
separate organizations-including the 
Agriculture and Commerce Departments 
and the Small Business Administration. The 
U.S. and Foreign Commercial Service, in 
Commerce's International Trade 
Adminisr ion, isthe lead agency for trade 
promotion overseas. But dozens of other 
entities-many within Commerce-also 
have trade promotion roles. 

Our export programs provide little 
benefit to all but our nation's largest 
businesses. The economic implications of 
such selective assistance are serious, 
Exports are among our most effective job-
creating tools. They create about 20,000 
new jobs for every $1billion in exports.
Thousands of small and mid-sized 
companies make products attractive for 
overseas markets, but are discouraged by 
high transaction costs and a lack of 
information. According to trade experts, 
the United States may be the "world's 
biggest export underachiever."20 

The President's directive will give the 
Trade Promotion Coordinating Committee 
(TPCC), chaired by the Commerce 
Secretary and induding representatives from 
19 departments, agencies, and executive 
offices, broader authority to create 
performance measures and set allocation 
criteria for the nation's export promotion 
programs. Working with the National 
Economic Council, TPCC will ensure that 
such programs better serve the exporting 
community 

THAT WORKS BETTER & COSTS LESS 

Action: Prsdent shoud issuea 
iective to establih ecosystem 

management pocies across the 
gorvernment 

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

Although economic growth has strained 
our ecological systems, our government 
lacks acoordinated approach to ecosystem 
management. A host of agencies have 
jurisdiction over individual pieces ofour 
natural heitage. The Bureau ofLand 
Management oversees more than 60 
percent of ali public lands; the Forest 
Service manages our national forests and 
grassland.,; the Fish and Wildlife Service 
manages our National Wildlife Refuge 
System; the National Park Service oversees 
the national parks; the Environmental 
Protection Agency implements laws to 
regulate air and water quality; the National 
Oceanic and Atmospheric Administration 
(NOAA) manages marine resources; and 
various other agencies run programs that 
affect the environment. Different agencies, 
with jurisdictions over the same ecosystem, 
do not work well together. Even within the 
same agency, bureaus fight one another. 

At the local level, a hodge podge of 
goverment agencies control activities that 
affect the environment. Consider, for 
instance, the San Francisco Bay delta estuary. 
One of the most human-altered estuaries on 
the west coast of North or South America, it 
isgoverned by a complex array ofagencies, 
plans, and laws. One mile of the delta may 
be affected by decisions of more than 400 
agencies." 
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The White House Office on reconfigured to suit its customers--states 
Environmental Policy has convened an and communities. We propose a Federal 
interagency task force of appropriate Coordinating Council for Economic 
assistant secretaries to develop and Development, comprising the appropriate 
implement cross-agency ecosystem cabinet secretaries and agency heads, to 
management projects. The Office of coordinate such activities and provide a 
Management and Budget will review the central source ofinformation for states and 
plans as part ofthe fiscal 1995 budget localities. The council will provide a 
process. In 1994, the assistant secretaries unifying framework for economic and 
will establish cross-agency teams to develop regional development efforts, develop a 
initial ecosystem management plans for governmentwide strategic plan and unified 
implementation in fiscal year 1995. Also in budget to supporc the framework, prevent 
1994, the President should issue a directive duplication in the various programs, and 
that will declare sustainable ecosystem assess appropriate funding levels for the 
management across the federal government, agencies involved. 

Action: The Presidentshould create a Action: Eiminate statutoiy resrtios 
FederalCoordinatingCouncilfor on cross-agency activitiesthatarein the 
EconomicDevelopment public interst 

The federal government has no coherent A series of legislative restrictions make it 
policy for regional development and particularly difficult to pursue solutions to 
community dislocation. Instead, it offers a problems that span agency boundaries. For 
fragmented and bureaucratic system of seven instance, to put together a working group 
programs to assist states and localities. The on an issue that cuts across agency lines, 
major programs are the Commerce one agency has to fund all costs for the 
Department's Economic Development group. Several agencies cannot combine 
Administration, the Housing and Urban their funds to finance collaborative efforts. 
Development Department's Community Rather than discourage cross-agency 
Development Block Grant Program, and the operations, the federal government should 
Agriculture Department's Rural Development encourage them. Congress should repeal 
Administration and Rural Electrification the restrictions that stand in the way of 
Administration. The Defense Department, cross-agency collaboration, and refrain 
Tennessee ValleyAuthority, and Appalachian from putting future restrictions in 
Regional Commission run smaller programs. appropriations bills. In addition, Congress 
Thus, states and communities must turn to should modify the Intergovernmental 
many different agencies and programs, rather Personnel Act to give cabinet members and 
than a single coordinated system. those working for them greater authority 
Communities find it hard to get help, and the to enter into cooperative agreements with 
dispersion ofeffbrt limits overall finding. other federal, state, and local agencies. 

Washington's economic and regional 
development activities should be 
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STEP 2: MAKING SERVICE ORGANIZATIONSCOMPlETE 
hile our federal government has handle their printing, real estate, and 
long opposed private support services. Originally, this approach
monopolies, it has deliberately was supposed to offer economies of scale 

created public ones. For instance, most and protect against profiteering and 
federal managers must use monopolies to corruption. In an earlier time-of primitive 

The Air Combat Command-Flying High

With Incentives and Competition
 

T he mil ry. the most conservative, results have been astonishing. Young mechanics 
hierarchical and traditional branch ofthe are taking parts from B-is, F-15s, and F-16s--

government and the bureaucracy least likely to some ofwhich cost $30,000 to $40,000-and 
behave like a cutting-edge private company, fixing them for as little as $10. The savings are 
right? Wrong. expected to reach $100 million this year.ACC 

One ofWashington's most promising managers have an incentive, too: Because they 
reinvention stories comes from the Air Combat control their own operating budgets, these 
Command. With 175,000 employees at 45 savings accrue to their units. 
bases across the country; the ACC owns and General Loh instilled competition by using 
operates all ofthe Air Force's combat aircraft, benchmarking, which measures performance 
Says its commander, General John Michael Loh, against the ACC standard and shows 
"We manage big, but we operate small." commanders exactly how their units compare to 

How? The ACC adopted overall performance others. The ACC also compares its air wings to 
standards, called quality performance measures. simila units in the Army, Navy, and Marine 
Each ACC unit decides for itselfhow to meet Corps; units in other air forces; and even the 
them. General Loh then provides lots of private sector Before competition, the average 
incentives and a healthy dose of competition. F-16 refueling took 45 minutes. With 

The most powerful incentive isthe chance to competition, teams cut that time to 36 minutes, 
do creative work, General Loh told the National then 28. 
Performance Reviews Reinventing Government The competition isagainst a standard, not a 
Summit in Philaaelphia. For instance, the Air fellow ACC unit. "If you meet the standard, you 
Combat Command allows maintenance workers win," says General Loh. "There aren't 50 percent 
to fix parts that otherwise would have been winners and 50 percent losers. We keep the 
discarded or returned to the depot for repair improvement up by just doing that-by just 
"under the thesis that our people aren't smart measuring. If it doesn't get measured, it doesn't 
enough to repair parts at the local level." The get improved." 
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recordkeepin less access to information, 
and industrial-era retail systems-it may
have offered some advantages. 

But not today. Economists dont agree on 

t i abolhmonopoliesin al caes 

than notto do itin any" 
much, but they do concur that monopolies 
provide poorer service at higher prices than 
competitive companies. Our public 
monopolies have brought us higher costs, 

rholJnue 
l&Mer tojames Madison, 1788 

endless delays, and reduced flexibility. 
Monopolies don't suffer the full costs of 

their inefficiency. With nowhere else to go, 
customers absorb them. A monopolys competition yields results-because 
managers don't even know when they are competition isthe one fbrce that gives 
providing poor service or failing to take public agencies no choicebut to improve. 
advantage ofnew, cost-cutting technologies, 
because they don't get signals from their 
customers. In contrast, competitive firms 

The Government Printing Office 

etinstant feedback when customers go 
ele re. No wonder the bureaucracy Perhaps the oddest federal monopoly is 

defends the status quo, even when the quo 
has lost its status. 

the Government Printing Office. 
In 1846, Congress established aJoint 

As for economies ofscale, the realities Committee on Printing (JCP) to promote 
have changed. The philosophy when these efficiency and protect agencies from 
procurement systems were set up was that if profiteering and abuse by cor. mercial 
the government bought in bulk, costs printers. The JCP sets standards for all 
would be lower, and taxpayers would get agency activities--induding printing, 
the savings. But it no longer works that way. photocopying, and color and paper quality. 

As we discuss more fully in chapter 1,we When the Naval Academy wants to use 
no longer need to buy in bulk to buy parchment paper for graduation certificates, 
cheaply. The last decade has brought more for instance, the JCP must approve the 
and more discount stores, which sell decision. 
everything from groceries to office supplies The JCP also supervises the Government 
to electronic equipment at a discount. The Printing Office, the mandatory source of 
Vice President heard story after story from most government printing-a whopping $1 
federal workers who had found equipment billion a year. Along with printing federal 
and supplies at discount stores-even local 
hardware stores-at two-thirds the price the 

publications, the GPO must approve all 
privately contracted government printing 

government paid. 
Not all federal operations should be 

jobs. This even includes printing orders less 
than $1,000-of which there were 270,000 

forced to compete, ofcourse. Competition in 1992. Simply for processing orders to 
between regulatory agencies is a terrible private companies, GPO charges 6 to 9 
idea. (Witness the regulation of banks, percent. 
which can decide to charter with the state Such oversight doesn't work in an age of 
or federal government, depending on where computers and advanced 
they can find the most lenient regulations.) 
Nor should policy agencies compete. In the 

telecommunications. Desktop publishing 
has replaced the traditional cutting and 

development of policy, cooperation between 
different units ofgovernment isessential. 

pasting with computer graphics and 
automated design. In private business, in-

Competition creates turf wars, which get in house printing flourishes. Small printing 
the way ofcreating rational policies and companies specialize in strategic market 
programs. It isin servicedelivery that niches. 
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The "government look"
H ere's a sad story about the Government 


Printing Office, multiple signatures, and 
$20,000 ofwasted taxpayer money . 

Vice President Gore heard it from an 
employee at the Transportation Departments 
National Highway Traffic Safety 
Administration, which promotes highway 
safity. Hoping to convey safety messages to 
young drivers, her office tries to make its 
materials "slick"-tocompete with 
sophisticated advertising aimed at that 
audience. Sound simple? Read on. 

After the agency decides what itwants, it 
goes through multiple approvals at the GPO 
and the Department ofTransportation. In the 

Action: Eiminate the Cornmnt 
PintingOfflce's monopoly~l 

For all executive branch printing, 
Congress should end the JCP's oversight 
role. Congressional control of executive 
branch printing may have made sense in the 
1840s, when printing was in its infancy, the 
government was tiny, there was no civil 
service, and corruption flourished. But it 
makes much less sense today.We want to 
encourage competition between GPO, 
private companies, and agencies' in-house 
publishing operations. If GPO can 
compete, it will win contracts. If it can't, 
government will print for less, and taxpayers 
will benefit. 

The General Services 
Administration 

Among government's more cumbersome 
bureaucracies isthe General Services 

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

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

Administration (GSA), which runs a host of 
federal support services-from acquiring
arid managing more than 270 million 
square feet ofoffice space to brokering 
office furniture and supplies to disposing of 
the government's car and truck fleets. 

With its monopoly, GSA can pass 
whatever costs it wants on to tenants and 
customers. Often it rents the cheapest space 
it can find, then orders federal agencies to 
occupy it-regardless of location or quality. 
(Occasionally an agency with enough dout 
refuses, and GSA ends up paying to rent 
empty space.) This is not all GSA's fault. 
Frequently, the agency ishemmed in by 
federal budget and personnel rules. GSA 
admits that many of its customers are 
unhappy. It has already permitted some 
agencies to make their own real estate deals. 
We propose to open that door farther. 
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Action: The P dntshouldend GSA'S
 
readestate monopoly andmake the agency Di,aling for Dollars:
 
competefor busine. GA wU seek How Co eion utth
 
kgisdadon, , e,xgu o? and How Competition Cut the
 
tran authority to itscusomers, Federal Phone Bill
 
empoweringthem to chooseamong 

the mid 1980s, a long-distance call on thecompetingenterrises,redincludingestatemanagementthose in theprivate, TLntemd18s ogdsac alo h 

includn t6 	 1n federal system, which the General Services 
Administration manages, cost 30 to 40 cents a 

Specifically, GSA will create one or more minute, the "special government rate." AT&T'S 
property enterprises, with separate budgets. regular commercial customers normally paid 20 
The enterprises will compete with private 

cents aminute.The Defense Department,citing
companies-real estate developers and 
rental firms-to provide and manage space GSAs rates, would not use the government-wide 
for federal agencies. Agencies, in turn, will system. 
lease general purpose space and procure, at Spurred by complaints about high costs and the 
the lowest cost, real property services-l 
acquisition, design, management, and loss ofcuomers,GSA put the government's 
construction. Such competition should contract up for bid among long-distance phone 
lower costs for federal office space. companies. It offered 60 percent of the business to 

All other federal agencies with real estate 
holdings, including the Defense and the winner,40 percent to the rtiner up. 

Veterans Affairs Departments, will adopt Today, the government pays 3 cents a minute 
similarly competitive approaches. for long-distance calls. More agencies--including 

the Defense Department-are using the system. 

Competition in Support Service And taxpayers are saving a bundle. 

Every federal agency needs "support 
services"-accounting, property had problems meeting the Treasury's 
management, payroll processing, legal reporting standards. Rather than send nasty 
advice, and so on. Currently, most letters, they decided to offer help. 
managers have little choice about where to The Treasury established a consulting 
get them; they must use what's available in- business. The center includes a small 
house. But no manager should be confined group of people who offer training, 
to an agency monopoly. Nor should technical assistance, and even a system for 
agencies provide services in-house unless the accounting programs so that agencies need 
services can compete with those ofother not own the software. The center markets 
agencies and private companies. its services to government agencies, 

Over the past decade, a few federal aggressively and successfully, competing 
entrepreneurs have created support service with accounting and consulting firna for 
enterprises, which offer their expertise to agency business and dollars. Its clients 
other agencies for a fee. Consider the Center include the Small Business Administration 
for Applied Financial Management, in the and the Nuclear Regulatory Commission. 
Treasury Department's Financial Already, the center's work has reduced the 
Management Service. A few years ago, errors in reports submitted to the Treasury 
Treasury officials realized that many agencies and reduced agencies' accounting costs. 
reporting to their central accounting system Opened 2 years ago, the center plans to be 
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profitable by 1995; if not, the Treasury will 
dose it. 

Action: The administrationshould 
encourageoperationsof'one agency to 
compete for work in other agenis27A 

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

annd improve customer service, 

Competing with the Private Sector 

Forcing government's internal service 
bureaus to compete to please their 
customers isone strategy. Forcing 
government's external service organizations 
to do the same isanother. In a time of 
scarce public resources, we can no longer 
afford so many service monopolies. Many 
federal organizations should begin to 
compete with private companies. Consider 
the National Oceanic and Atmospheric 
Administration. 

Action: The NationalOceanicand 
AtmophericAdministration(NOAA) will 
experiment with aprogramofpublic-
private competition to helpfidfill its 
misgionM2 

NOAA, a part of the Commerce 
Department, maintains a fleet ofships to 
support its research on oceans and marine 
life and its nautical charting. But its fleet is 
reaching the end of its projected life 
expectancy.And even with the fleet, NOAA 
has cbnsistenrly fallen far short of the 5,000 
days at sea that it claims to need each year 
to fulfill its mission. NOAA faces a basic 
question-whether to undertake a total 
fleet replacement and modernization plan, 
estimated to cost more than $1.6 billion in 
the next 15 years, or charter some privately 
owned ships. 

The experience of the U.S. Army Corps 
of Engineers, which contracts out 30 to 40 

percent ofits ocean floor charting to private 
firms, shows that the private sector can and 
will do this kind ofwork. Competition 
among private companies for these services 
also might reduce NOAAs costs. 

pAction: The D4'ense Deparment will 
implement a comprehensive program of 
contractingnon-corefunctions 
competitively. 

The Defense Department isanother 
agency in which necessity isbecoming the 
mother of invention. Facing a swiftly falling 
budget, the department literally cant afford 
to do things in its usual way-especially 
when private firms can perform DOD's 
non-core functions better, cheaper, and 
faster. Functions such as command, 
deployment, or rotation of troops cannot be 
contracted, of course. But data processing, 
billing, payroll, and the like certainly can. 

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

In addition to the cultural barriers at the 
Pentagon, numerous statutory roadblocks 
exist. In section 312 of the fiscal year 1993 
DOD Authorization Act, for example, 
Congress stopped DOD from shifting any 
more in-house work to contractors. Another 
law requires agencies to obtain their 
construction and design services from the 
Army Corps of Engineers or Naval Facilities 
Engineering Command. The 
administration should draft legislation to 
remove both ofthese roadblocks. It will also 
make contracting easier by rescinding its 
orders on the performance ofcommercial 
activities and issuing a new order, to 
establish a policy supporting the acquisition 
of goods and services in the most 
economical manner possible. OMB will 
review Circular A-76, which governs 
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contracting out, for potential changes that With a new accounting system that 
would simplify the contracting process and recognizes full costs-and assigns rent, 
increase the flexibility of managers. utilities, staff support, retirement benefits, 

and all other costs to the unit that actually 
Action: Amend theJob Training incurs them-we can determine the true 
ParterhipAct to authorizepublic and costs ofwhat government produces. At that 
private competitionfrthe operationof point, we can compare costs across agencies, 
Job Corps CivilianConservation make agencies compete on a level playing 
Centers." field, and decide whether we are getting

what we pay for. 

The Labor Department's Employment 

and Training Administration (ETA) Action: By the end of1994, theFederal 
supervises 108 Job Corps Centers, which AccountingStandardsAdvisory Board 
provide training and work experience to will issue aset ofcost accounting 
poor youth. The ETA contracts with for- standardiraifideralactititi. These 
profit and non-profit corporations to standardswillprovide a methodfor 
operate 78 of the centers. The department identifring the trueunitcost ofall 
has long sought to contract out the other governmentactivitiesY 
30, now run by the Agriculture and Interior 
Departments as Civilian Conservation Some government agencies have already 
Centers. But Congress under the Job moved in this direction. Others have gone 
Training Partnership Act, has passed even further. The Defense Department is 
legislation barring such action. experimenting with what it calls a Unit 

Because they are insulated from Cost Budget. It calculates the costs of 
competition, CCC managers have few delivering a unit of service, then budgets for 
incentives to cut costs and boost quality For the desired service levels. 
the past 5 years, average per-trainee costs at The Defense Logistics Agency (DLA) 
a CCC have run about $2,000 higher than began this experiment, hoping to ease 
at centers run by contractors. Competition pressures to contract out its supply depots 
would force the Interior and Agriculture to private companies. DLA examined the 
Departments to operate the rural centers cost of receiving and delivering shipments, 
more efficiently-or risk losing their then attached a dollar figure to each item 
operations to private competitors. 	 received and another to each item delivered. 

All money was then appropriated according 
to the number of items shipped or received. 

Truth in Budgting 	 Line items disappeared, incentives grew. 
The more boxes adepot shipped or 

Iffederal organizations are to compete for received, the more money that depot 
their customers, they must do so on a level brought in. For the first time, DLA could 
playing field. That means they must include calculate its true costs, compare those of 
their flil costs in the price they charge various installations, and pinpoint 
customers. Businesses do this, but federal problems. This approach, which enables 
agencies hide many costs in overhead, which managers to set productivity targets, isnow 
is paid by a central office. Things like rent, spreading to other military installations. 
utilities, staff support, and the retirement 
benefits ofemployees are often assigned to 
the overall agency rather than the unit that 
incurred them. In this way, governmental 
accounting typically understates the true 
cost ofany service. 
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Smn, 3: CREATNG MARK DYNAMICS 
ot all public activities should be overstated, that it suffered $674,000 in 
subject to competition, as noted additional operating losses in 1989, and 
above. In some cases, even service that its procedures in handling such losses 

delivery operations are better off as and cash shortfalls violated government 
monopolies. In the private sector, we call accounting principles and standards. 
these utilities and regulate them to protect Commerce instead decided to turn the 
the consumer. They are run in a agency around. The effort worked. NTIS's 
businesslike fashion, and they respond to revenues and sales are both up. Why? 
the market. (For instance, they have Because the agency was forced to respond t 
stockholders and boards, and they can its customers' unhappiness. NTIS reduced 
borrow on the capital markets.) They the turnaround time on its orders, cut 
simply don't face competition. complaints about incorrect orders, and 

Many governments, including our dramatically slashed the percentage of 
federal government, do something very unanswered phone calls. Consequently, 
similar. They create government-owned most business customers who turned away 
corporations to undertake specific tasks. in the 1980s have returned. NTIS's 
The Postal Service and Tennessee Valley turnaround shows what can happen when 
Authority are two examples. Such public organizations face the pressure of 
corporations are free from many restrictions customer demands. 32 

and much of the red tape facing public Other agencies may require a structural 
agencies, but most ofthem remain change to enhance their customer service. 
monopolies--or, as with the Postal Service, Because it's run as a public agency, for 
partial monopolies. instance, the Federal Aviation 

At other times governments subject Administration's air traffic control (ATC) 
public organizations to market dynamics, system isconstantly hamstrung by budget, 
stimulate the creation of private enterprises, personnel, and procurement restrictions. T 
or spin off public enterprises to the private ensure the safety of those who fly, the FAA 
sector. To get the best value for the must frequently modernize air traffic 
taxpayer's dollar, the federal government control technology. But this has been 
needs to use these options more often. virtually impossible, because the FANs 

Consider the National Technical money comes in annual appropriations. 
Information Service (NTIS), a once-failing How can the FAA maintain a massive, state
agency in the Commerce Department that of-the-art, nationwide computer system 
turned itsifaround in a briefyear's time. when it doesn't know what its appropriation 
Established to disseminate federally funded for next year or the years beyond will be? 
scientific and technical information, NTIS As a result, the 10-year National Airspace 
was, until recently, not meeting its mission. Plan, begun in 1981, isnow 10 years 
The agency, which receives no congressional behind schedule and 32 percent over 
appropriations, was suffering serious budget. Federal personnel rules aggravate 
financial problems, selling fewer documents the problers: The FAA has trouble 
each year to its mostly private sector attracting experienced controllers to high
customers, and charging higher and higher cost cities. With no recent expansion, the 
prices on those it did sell. system lacks the capacity to handle all air 

Commerce-not surprisingly- travel demands. Consequently, airlines lose 
considered abolishing the agency. A year about $2 billion annually in costs for 
earlier, the department's inspector general additional personnel, equipment, and excess 
had conduded that NTIS's reported fuel. Passengers lose an estimated $1 billion 
earnings of $3.7 million were vastly annually in delays. 
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America needs one seamless air traffic 
control system from coast to coast. It should 
be run in a businesslike fashion-able to 
borrow on the capital markets, to do long-
term financial planning, to buy equipment 
it needs when it needs it, and to hire and 
fire in reasonable fashion. The solution is a 
governiment-owned corporation. 

Action: Restrucure the nationsair 
traffi controlsystem into a corporatiomn 

"There isan overwhelming consensus in 
the aviation community that the ATC 
system requires fundamental change if 
aviations positive contribution to trade and 
tourism isto be sustained," one study 
concluded earlier this year.34 

The ATC's problems can't be fixed 
without a major reorganization. Under its 
current structure, the system issubject to 
federal budget, procurement, and personnel 
rules designed to prevent mismanagement 
and the misuse of funds. The rules, 
however, prevent the system from reacting 
quickly to events, such as buying the most 
up-to-date technology. In its recent report, 
Change,Challenge, and Competition,the 
National Commission to Ensure a Strong 
Competitive Airline Industry, chaired by 
former Virginia Governor Gerald Baliles, 
recommended the creation of an 
independent federal corporate entity within 
the Transportation Department. We agree. 

We should restructure the ATC into 
a government-owned corporation, 
supported by user fees and governed by a 
board of directors that represents the 
systems customers. As customer use rises, 
so will revenues, providing the funds 
needed to answer rising customer 
demands and finance new technologies to 
improve safety. Relieved of its operational 
role, the FAA would focus on regulating 
safety. With better, safer service, we all 
would benefit. This approach has already 
worked in Great Britain, New Zealand, 
and other countries. 

PUT NG CUSTOMERS FIRST 

Action: The GeneralServices 
Administration wdl mate a RedPrperty 
Asset Management Enterprise, separating 
GSA's rvsponsbilityfir settingpolc on 

ftderaMy owned realestatefrom that_f
5

providing andmanagingoffce space. 

In asset management, too, government 
could take a few lessons from business. We 
must begin to manage assets based on their 
rates of return. A good place to start isin 
the General Services Administration. 

The federal government owns assets-
land, buildings, equipment-that are 
enormous in number and value. But it 
manages them poorly. Like several other 
agencies, GSA wears two hats: with one, it 
must provide office space to federal 
agencies. With the other, it serves as 
manager and trustee of huge real estate 
holdings for American taxpayers. It cannot 
do both-at least not well. Should it 
maximize returns for taxpayers by selling a 
valuable asset? Or, as the office space 
provider, should it require an agency to 
occupy one of its own buildings when less 
expensive leased space is available? 

GSA will create a Real Property Asset 
Management Enterprise, solely responsible 
for managing federally owned real estate to 
optimize the rate of return for taxpayers, 
while competing with the private sector and 
better serving tenants' needs. 

Action: The DepartmentofHousing 
andUrbanDevelopmentwifl turnover 
managementofits 'narket rate"rewntal 
propertiesandmortgageloans to the 
privatesector.36 

The Department of Housing and Urban 
Development (HUD) has a growing 
workload of problem multi-family loans and 
foreclosed properties. In addition, restrictive 
rules and outdated practices hamper its 
management of these assets. Rather than 
more staff, HUD needs a new approach. 

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

THAT WORKS BETTER & COSTS LESS 

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

STE 4: UsING MARKE MECHANISMS . To SOLVE PROBLEMS 
overment cannot create a 

program for every problem facing 
the nation. It cannot simply raise 

taxes and spend more money. We need 
more than government programs to solve 
our problems. We need governance 

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

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

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

Worker Safety and Health 

worksites. The system doesn't work well 
enough. There are only enough inspectors 
to visit even the most hazardous workplace 
once every several years. And OSHA has the 
personnel to follow up on only 3 percent of 
its inspections. 

Action: The SecretaryofLabor will 
issue new regulationsfforworksite safety 
andhealth, relying onprivate inspection 
companies or non-management 
employees. 37 

Government should assume a more 
appropriaie and effective role: setting 
standards and imposing penalties on 
workplaces that dont comply. In this way, 
OSHA could ensure that all workplaces are 
regularly inspected, without hiring 
thousands of new employees. It would use 
the same basic technique the federal 
government uses to force companies to keep 
honest financial books: setting standards 
and requiring periodic certification of the 
books by expert financial auditors. No army 
of federal auditors descends upon American 
businesses to audit their books; the 
government forces them to have the job 
done themselves. In the same way, no army 
ofOSHA inspectors need descend upon 
corporate America. The health and safety of 
American workers could be vastly 
improved-without bankrupting the 
federal treasury. 

Today, 2,400 inspectors from the The Labor Secretary already isauthorized 
Occupational Safety and Health to require employers to conduct certified 
Administration (OSHA) and approved state self-inspections. OSHA should give 
programs try to ensure the safety and health employers two options with which to do so: 
of93 million workers at 6.2 million They could hire third parties, such as 
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private inspection companies; or they could pollution by more than the law requires. 
authorize non-management employees, after Rather than dictating exactly which 
training and certification, to conduct technologies industry should use to reduce 
inspections. In either case, OSHA would set pollution, the government would set standards 
inspection and reporting standards and and let the market handle the details. The 
conduct random reviews, audits, and government could also assess fees based on the 
inspections to ensure quality. amount and nature ofpollution emissions or 

Within ayear or two ofissuing the new discharges. Fees could reflect the quality, 
regulations, OSHA should establish asliding toxidty, and other adverse caacteristics of 
scale ofincentives designed to encoumge pollutants. 
workplaces to comply. Worksites with good The federal government has used this 
health, safey, and compliance records would approach before. In the 1970s, the 
be allowed to report less frequently to the 
Labor Department, to undergo fewer audits, 

Environmental Protection Agency (EPA) 
distributed credits to companies that cut air 

and to submit less paperwork. OSHA could 
also impose higher fines for employers whose 

pollution and let them trade credits between 
different sources of their own pollution or sell 

health and safety records worsened or did not them to other companies located nearby. In 
improve, the 1980s, the EPA used asimilar approach as 

it forced industry to remove lead from 
gasoline. Both efforts were successful: industry 

]Environmental Protection met its targets, while spending billions of 
dollars less than otherwise would have been 

As governments across the globe have required. Then, as part ofthe 1990 Clean Air 
begun to explore better ways to protect the Act, the President and Congress agreed to give 
environment, they have discovered that credits to coal-burning electric power plants 
market mechanisms-fees on pollution, for their allowable emissions of sulfur dioxide, 
pollution trading systems, and deposit-rebate to cut down on acid rain. Power plants that 
systems-can be effective alternatives to cut their emissions below acertain level can 
regulation. But while de idea of "making the sell unused credits to other plants. Experts 
polluter pay" iswidely accepted in this estimate that this will cut the cost ofreducing 
country, our governmenms have not widely 
applied it. Many federal, state, and local 

sulfur dioxide emissions by several billion 
dollars a year 9 

regulations rely on an earlier approach to 
environmental control: stipulating treatment, 
not outcomes. Their wholesale shift to a new Public Housing 
approach will take time. 

For two decades, public housing was a 
Action: Encouragemarket-based success. But by the 1970s, it had come tO 
approaches to reducepol&tiamm symbolize everything wrong with the 

"liberal" approach to social problems. 
Many federal agencies, lawmakers, and Inflexible federal standards, an overly 

environmental groups endorse using market- centralized administrative structure, and 
based incentives to meet environmental goals. local political pressures combined to 
We propose that both EPA and Congress use produce cookie-cutter high-rise projects in 
administrative and legislative measures-for our worst urban areas. Over time, many 
example, the Clean Water Act--to promote projects degenerated into hopeless 
market mechanisms to stop pollution. concentrations ofwelfare families beset by 

One route isallowing polluters to "tade" violence and crime. 
pollution rights. This would rewaid 
companies that not only meet legal 

We spend $13 billion ayear on public 
housh j, but we create few incentives for 

requirements-but go the extra mile to reduce better management. In local housing 
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agencies, managers are hamstrung by 
endless federal regulations that offer little 
flexibility.Any savings they generate are 
simply returned to the government, 

'Tenants enjoy even less flexibility. With 
housing subsidies attached to buildings, not 
people, the program's clients have no choice 
about where to live. They, therefore, have 
absolutely no leverage-as customers--over 
the managers. 

Action: Authorize the Department of 
HousingandUrban Development to 
create demonstrationprojects thatfree 
managmefrom wgu/ationsandgive 
tenants new marketpowers,suchas 

freedom ofchoice to move outofold 
publichousingbuildings " 

We want to let public housing 

authorities, through not--for-profit
 

Conclusion 
T e know fro exeinc tat 

onopolies do not serve 
omers well. It is an odd fact 

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

This trend will not be reversed. The 
quality revolution sweeping through 

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

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

American businesses-and now penetrating 

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

In our democratic form ofgovernment, 
we have long sought to give people a voice. 
As we reinvent government, it is time we 
also gave them a choice. 
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EMPOWERING EMPLOYEES TO 
GET RESULTS 

Take two manage andgive to each thesamenumberoflaborersandlet thoselaborersbe equal
 
in allrespects. Let both managersriseequally earl go equally late to rest, be equally active,sober,
 
andindustrious,andyet, in the courseoftheyear,one ofthem, withoutpushingthehands that
 

areunderhim more thanthe other,shallhaveperformedinfinitely more work.
 

George Washington 

When Naturehas work to be done,she createsagenius to do it 

T Ralph Waldo Emerson 

" wo hundred years ago, Academy of Public Administration wrote 

George Washington not long ago, "The federal government now 
recognized the common manages ...some of the most important and 
sense in hiring and complex enterprises in the world."2 But it 
promoting productive does not manage them well. 
managers-and taking Admittedly, "management" isa fuzzy 

authority away from unproductive ones. concept, hard to recognize or define. But 
One hundred years ago, Emerson poor management has real consequences. 
observed that we all share a common Money iswasted. Programs don't work. 
genius, ignited simply by the work at People aren't helped. That's what taxpayers 
hand. These American originals defined and customers see. 
the basic ingredients ofa healthy, productive Inside government, bad management 
work environment: managers who stifles the morale ofworkers. The "system 
innovate and motivate, and workers who kills initiative. As Vire President Gore, 
are free to improvise and make decisions. responding to the concerns ofTransportation 

Today, our federal goernment's executive Department employees, put it: 
branch indudes 14 cabinet departments, 
135 agencies and hundreds of boards and One oftheproblemswith a centralized 
commissions. These entities employ more bureaucracyis thatpeoplegetplacedin 
than 2.1 million civilians (not counting the these rigidcategories,regulationsbind 
Postal Service), and 1.9 million members of them, procedures bindthem, the 
the military; spend $1.5 trillion a year, and, organiztionalchartbinds them to the 
directly or indirectly, account for one third old ways ofthepast... The message over 
ofour national economy'. Their tasks are time to...employees becomes: Don'ttry to 
both massive and difficult. As the National do somethingnew. Don'ttry to change 
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establishedprocedures.Don'ttry to adapt 
to the new circumtancesyour office or 
agencyconfronts.Becauseyouregoingto 
get in troubk ifyou try to do things 
dtffient/y"3 

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

O ur long-term goalisto changethe very 
cuture ofthefideragoverment...A 
governmentthatputspeoplefirstputs it 
employeesfirt too. It empowes them freeing
themfrom mind-numbingrule and 


regulations.Itdelegates authority and 
responsibilit And itprovidesrthem aclear 
senseofmison 

V€'m PmiedtA AGore 

Speech to National Perfiormance Review members 

May 24, 1993 

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

The Quality Imperative 

Ofcourse, many thought that turning 
General Motors around would be 
impossible. Ifyou talked to their employees, 
the same undoubtedly was true ofGeneral 

Electric, Motorola, Harley-Davidson, and 
scores ofleading corporations before they 
embraced a new management philosophy. 
In the 1970s and 1980s, as technology 
began to revolutionize everything and 
global competitors began to take away 
market share, firms that had grown fat and 
happy had to face the facts: This wasn't the 
1950s anymore. 

These firms quickly discovered that 
economists can be wrong- Moreisn'talways 
better betterisbetter. One by one, they 
began to pursue a new goal-quaity-
and to reorganize their entire businesses 
around it. 

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

The quality movement has spawned 
many proven methods and mantras, each 

with its loyal fans: manag.&ment by results; 
total quality management, high-performance 
organization; business process reengineering. 
But the quest for quality-in performance, 
product, and service-unifies them all. 

Government has recognized the quality 
imperative. In 1987, the U.S. Department 
of Commerce instituted the Malcolm 
Baldrige National Quality Award. Now the 
object of fierce competition, it recognizes 
private firms that achieve excellence by 
pursuing quality management. In 1988, the 
Federal Quality Institute began awarding 
the Presidential Award for Quality to federal 
agencies that do the same. The Presidential 
Award cxteria, modeled on Baldrige, set 
new standards for federal government 
performance. The President should 
encourage all department and agency heads 
to manage with these criteria in mind. 
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Changing the Culture Powerand people on the ground who do the work. 
Accountability This rewrites the relationship between 

managers and the managed. The bright line 
Companies do not achieve high quality that separates the two vanishes as e,:.ynne 

simply by announcing it. Nor can they get isgiven greater authority over how to get 
to quality by hiring the services of the their job done. 
roving bands ofconsultants who promise to But with greater authority comes greater 
turn businesses around overnight. They do responsibility. People must be accountable 
it by turning their entire management for the results they achieve when they 
systems upside down-shedding the power exercise authority. Ofcourse, we can only 
to make decisions from the sedimentary hold people accountable if they know what 
layers ofmanagement and giving it to the isexpected of them. The powerless know 

The Federal Quality Imperative 

he Presidential Quality Award sets forti 	 potential and to pursue performance 
goals? Are you building and maintainingIseven principles to identify excellent 
an environment for workforce excellence 

government agencies: 	 that increases worker involvement,
 
education and training, employee


Aperformance 	 and recognition systems, andnloyee a n nd sts a d 
managers personally committed to ,e 

nd satisfacton?
creating and sustaining your organizations employee weling 


vision and customer focus? Does your •M sagem tofProm Qyalily.
 
effort extend to the management system, Does your agency systematically and
 
labor relations, external partnerships, and continually improve quality and
 
the fulfillment ofpublic responsibilities? performance? Isevery work unit
 

In aion m nalsi Do your data, redesigning its process to improve quality?
 
Are internal and external customer

information, and analysis systems help you supplier relationships managed better?.
 
improve customer satisfaction, products,
 
services, and processes? QudAy and Operationa!Result- Are
 

you measuring and continuously
"Straftk QualityP/arming.:Do you have 	 improin the trends and quality ofyour 

short-term and long-term plans that products and services, youi business
 
address customer requirements, the processes and support services, and the
 
capabilities necessary to meet key goods and services of your suppliers? Are
 
requirements or technological you comparing your data against
 
oppozacnities; the capacities of external competitors andworld-chss standards?
 
suppliers; and changing work processes to
 
improve performance, productivity •Cu* onerFocus andSam acion." Do 
improvement, and waste reduction? you know what your customers need? Do
 

na Resourwem and you relate well to your customers? Do you
 
urgennvIsyou ans a method to determine customer
ntirehaveMa~na en Isyour agency's entire satisfaction?
 

workforce enabled to develop its full
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they are expected only to obey the rules. 
But with many rules swept away, what is 
expected from the empowered? 

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

Our bedrockpremiseis thatinoicive 

governmentis not thefaultofpeople in it 
Ourgovermentisful ofwell-intentioned, 

g
andstaff.We intendto let ourworkepunue 
Sxe/lence. 

Vz PasidwA! Gon 

Re Pilen pag Govemet Su,1mit
ladelphi, June 25, 1993 

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

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

THAT WORKS BETTER & COSTS LESS 

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

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

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

Thic we must give federal employees 
better tools for the job--the training to 
handle their own work and to make 
decisions cooperatively, good information,and the skills to take advantage of modem 
computer and telecommunications
 
technologies.


Fourth,we must make federal offices a
better place to work. Flexibility must extend 

not only to the definition ofjob tasks but 
also to those workplace rules and conditions 
that still convey the message that workers 
aren't trusted. 

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

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



GEsTmas.EMPOWERING EMP oETo r 

STEP 1: DECENTRAUING DECISIONMAKING 
POWER
 

o people working in any large 
organization-public or private-
"headquarters can be a dreaded 

word. It's where cumbersome rules and 
regulations are created and good ideas are 
buried. Headquarters never understands 
problems, never listens to employees. When 
the Office of Personnel Management 
(OPM) surveyed federal employees, fewer 
than half expressed any confidence in 
supervisors two layers above them--or any 
confidence at all 4in their organization's 
overall structure.

Everyone knows the truth: Management 
too often ishappily unaware ofwhat occurs 
at the front desk or in the field. In fact, it's 
the people who work dosest to problems 
who know the most about solving them. As 

one federal employee asked Vice President 
Gore, "Ifwe can't tell what we're doing right 
and wrong, who better can?" 

The Social Security Administration's 
Atlanta field office has shown the wisdom 
ofempowering workers to fulfill their 
mission. Since 1990, disability benefit 
claims have risen 40 percent, keeping folks 
in the Atlanta office busy. So workers 
created a reinvention team. They quickly 
realized that if they asked customers to 
bring along medical records when filing 
claim, workers could reduce the time they 
spent contacting doctors and requesting the 
records. That idea alone saved 60 days on 
the average claim. Even better, it saved 
taxpayers $351,000 in 1993, and will save 
halfa million dollars in 1994. The same 
workers also found a better, cheaper way to 
process disability claims in cases reviewed by 

administrative law judges. Instead ofasking 
judges to send them written decisions, they 
created a system for judges to send decisions 
electronically. It's quicker, and it eliminates 
paperwork, too.5 

Now here's the other side of the coin. A 
DenverPostreporter recently uncovered this 
bureaucracy-shaking news: It takes 43 
people to change a light bulb. 

An internalmemo written by a 
managerat the U.S. Department 
ofEnergy [Rocky Flats/plant 
recommendeda new safetyprocedurefor 
"thereplacementofa light bulb in a 
criticalitybeacon." The beacon,similar 
to the revolvingredlampatopapolice 
car,warns workers ofnuclearaccidents. 
The memo saidthatthejob shouldtake 
atleast43 peopleover 1,0871 hoursto 
replacethe fight. Itaddedthatthesame 
job usedto take 12 workers 4.15hours. 

The memo calledfrraplannerto meet 
with six others ata work-control 
meeting; talk with otherworkers who 
have donethejob befre; meet again;getsignaturesfrmfivepeople atthatwork

controlmeeting;get theprojectplans 
approvedby separateofficials overseeing 
saf lg a,waste managementand 
plantscheduling;waitfira monthly 
criticality-beacontest; directelectricians 
to replace the bulb; andthen testand 
verify the repair.6 

Ihdseven mm ofpeople eaA rswct 
ourbuiness... After the thirdwerio n. my 

madveaoistant...said to me,'Big.,i& _f 

isfabulous.Infac we neerwouldhave
th ghtofthee thig.

Butyou've got to trust.Peopledon'tcome 
.....
 
to wok uth the intentofscrawingit up
 
evey Thy come hem to make it bete,.
 

Bill 
B- (in, spetios, 

intmd GovemenS 
R Jue25,1993 
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This example drives the point home: Too 
many rules have created too many layers of 
supervisors and controllers who, however 
well-intentioned, wind up "managing' 
simple tasksinto complex processes.They 
waste workers' time and squander the 
taxpayers' money. 

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

Roam on the Range 


R anchers, allowed to graze their cattle in 
Missouri's Mark Twain National Forest, 

regularly must move their herds to avoid over-
grazing any plot of land. Until recently, ranchers 
had to apply at the local Forest Service office for 
permits to move the cattle.Typically, the local 

office sent them on to the regional office for 

approval, which, in some cases, sent them on to the 
national office in Washington. Approval could take 
up to6 Odays-long enough, in a dry season, to 
hurt the forest, leave the cows hungry, and annoy 
the rancher. 

Thanks to an employee suggestion, the local 
stafler now can settle the details ofmoving the herd 

directly with the rancher. If the rancher comes in 
by 10 a.m., the cattle can be on the move by noon. 
Ranchers are happier, cattle are irter, the 

environment isbetter protected-all because local 
workers now make dedsions well within their 
judgment. 

THAT WORKS BETTER'& COSTS LESS 

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

America's best-run businesses are realizing 
enormous cost savings and improving the 
quality of their products by pushing 
decisions down as far as possible and 
eliminating unnecessary management 
layers. The federal government will adopt 
this decentralized approach as its new 
standard operating procedure. This 
technique can unearth hundreds ofgood 
ideas, eliminate employee frustration, and 
raise the morale and productivity of an 
entire organization. 

If offered greater responsibility,; will 
employees rise to the task? We are confildeat 
theywill. After all, few people take up 
federal work for the money. Our interviews 
with hundreds offederal workers support
what survey after survey ofpublic service 
workers have found: People want 
challenging jobs.7 Yet, that's exactly what 
our rule-bound and over-managed system 
too often denies them. 

Action: Over the nextfiveyers, the 
executive branchwi/decentraize 
decsonmakng, andincreasethe average 
span ofa managerscontrol8 

Currently, the federal government 
averages one manager or supervisor for 
every seven employees.9 Management 
expert Tom Peters recommends that well
performing organizations should operate in 
a range of 25 to 75 workers for every one 
supervisor.' ° One "best company' puts
Peters' principle to shame: "Never have so 
many been managed by so few," Ritz-
Carlton Vice President Patrick Mene told 
Vice President Gore at the Philadelphia
Summit. "There's only about 12 of us back 
in Atlanta for 11,500 employees. And it 
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really starts with passionate leadership."' 
Working toward a quality government 

means reducing the power ofheadquarters 
vis-i-vis field operations. As oar reinvented 
government begins to liberate agencies from 
over-regulation, we no longer will need 
280,000 separate supervisory staff and 
420,000 "systems control" staff to support 
them." Instead, we will encourage more of 
our 2.1 million federal employees to 
become managers of their own work. 

Put simply, all federal agencies will 
delegate, decentralize, and empower 
employees to make decisions. This will let 
front-line and front-office workers use their 
creative judgment as they offer service to 
customers and solve problems. 

As part oftheir performance agreements 
with the President, cabinet secretaries and 
agency CEOs will set goals for increasing 
the span of control for every manager. (See 
Step 3.) The federal government should 
seek to double its managerial span of 
control in the coming years. 

Some employees may view such pruning 
as threatening-to their jobs or their 
chances for promotion. It istrue that the 
size of the federal workforce will decrease. 
But our goal isto make jobs meaningful 
and challenging. Removing a layer of 
oversight that adds no value to customers 
does more than save money- It 
demonstrates trust in our workers. It offers 
employees in dead-end or deadly dull jobs a 
chance to use all their abilities. It makes the 
federal government a better place to work-
which will in turn make federal workers 
more productive, 

As private companies have fotmd, the 
key to improving service while redeploying 
staff and resources isthinking about the 
organization's staffing and operating needs 
from the perspective oF customer needs. 
What does each person's task add in value 
to the customer? The Postal Service has 
developed a single criterion: It asks, "Do 
they touch the mail?" Where possible, other 
agencies should develop similar simple, 
easy-to-understand criteria, 

Pioneering federal offices have used the 
full variety ofquality management 

MPOWERING EMPL S TO GET REsumS 

techniques to decentralize. Many focus on 
passing decisions on to the work teams that 
deal directly with the customer. Some have 
produced impressive results, both in 
productivity and management delayering. 

The Internal Revenue Service's Hartford 
disrict office slashed the time required to 
process a form on "currently non
collectible" taxes from 14.6 days to 1.4 
days. Then it replaced time-consuming case 
reviews with an automated case 
management system and began using the 
manager's time to upgrade employees' skills. 
Delinquent tax dollars collected rose by 22 
percent. The office chose not to fill vacant 
management positions, investing part of its 
staff savings in new technology to boost 
productivity further. Eventually, it cut 
overall case processing time from 40 to 21.6 
weeks.' 3 

At the Robins Air Force Base, the 1926th 
Communications-Computer Systems 
Group cut its supervisory staff in half by 
organizing into teams.14 An Agriculture 
Department personnel office that converted 
to self-managed work teams beefed up 
customer satisfaction and now uses only 
one manager for every 23 employees. At the 
Defense Logistics Agency, self-managing 
teams in the Defense Distribution Region 
Central eliminated an entire level of 
management, saving more than $2.5 
million a year.'5 In 1990, the Airways 
Facilities Division of the Federal Aviation 
Administration maintained approximately 
16,000 airspace facilities, with roughly 
14,000 employees. Today its workforce is 
organized in self-managed teams instead of 
units with supervisors. They now maintain 
more than 26,000 facilities with only 9,000
employees. 16 

Other decentralization and delayering 
plans are in the works. After a successful 
pilot program in 11 field service sites, the 
Department ofVeterans Affairs is 
recommending an agencywide effort.' 7 

Over the next 5 years, the Department of 
Housing and Urban Development (HUD) 
plans to convert HUD's field structure from 
three to two levels, eliminating the regional 
offices. HUD will free its five assistant 
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secretaries to organize their own finctions interesting jobs, with better career ladders 
in the field. It will transfer many ofits and better access to managers. HUD 
application and loan processing functions believes its restructuring effort will improve 
to private firms. While letting staff customer service while saving $157.4 
attrition dictate staff reductions- million in personnel and overhead costs.18 

HUD promises no layoff--HUD plans to 
retrain and redeploy people into more 

STEP 2: HOLDING ALL FEDERAL EMPLOYEES 
AccouNTABLE FOR RESULTS 

t's easy to understand why federal education programs even as student 
employees--including the hundreds performance sinks. It enrolls jobless people 
who aired their deep frustrations to the in training programs that teach by the 

National Performance Review-would care book, but places few graduates in well-paid 
about empowerment. It adds new, positive jobs. 
dimensions to their jobs. A recent management survey ofthe 

But why should taxpayers or social largest 103 federal agencies sketches in stark 
security recipients care? Taxpayers aren't relief this lack offocus on real results. Two
interested in what rules bureaucracy thirds of the agencies reported that they 
follows. But they do care, deeply, about had strategic plans. But only nine said they 
how well government serves them. They could link those plans to intended results.' 9 

want education programs to give young In other words, many had planned, but few 
people basic skills and teach them how to knew where they were going. That's a bit 
think, anti-poverty programs that bring the like trying to steer a ship by looking at its 
unemployed into the economic mainstream wake. As a result, some of our worst 
for good, anti-crime programs that keep examples of"waste" are not rooted in 
criminals off the streets, and environmental corruption or incompetence, but rather in 
programs that preserve dean air and water. the simple lack ofknowing what we are 
In other words, they want programs that actually trying to accomplish. As one 
work. despairing federal employee told us, 

But management in government does "Process isour most important product." 
not judge most programs by whether they Recommendations by the National 
work or not. Instead, government typically Perfirmance Review aim to revolutionize 
measures program activity-how much it our method of navigation. "Today," Vice 
spends on them, or how many people it has President Gore told one departmental 
assigned to staff them. Because government meeting, "all we measure is inputs. We 
focuses on these "inputs" instead of real don't measure outputs--and that's one of 
results, it tends to throw good money after the things we're going to change 
bad. Jt pours more dollars into the old throughout the federal government." 

Measuring outputs is easy in principle. It 
means measuring how many unemployed 

W hatyou d thundm so loud4 I anot people get jobs, not how many people look 
for hdp at local Employment Service 

hearwhatyou say to the contrary offices. Or it means measuring how many 
people received their social security checks 

Ralph Waldo Emrson on time, not how many checks were sent 
out from a local office. "Outputs" are, quite
simply, measures ofhow government 
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programs and policies affect their 
customers. The importance ofpursuing the 
correct measures cannot be underestimated. 
As Craig Holt, an Oregon Department of 
Transportation employee who has worked 
with the ground-breaking Oregon Progress 
Board--our nations first statewide 
experiment in comprehensive performance 
accountability--cautions: "Our focus has 
occurred through our indicators,not 
through our strategic plans." 20  

Implementing tie Government 
Performance and Results Act 

To its credit, Congress has begun to 
recognize this need. In July 1993, it passed 
the Government Performance and Results 
Act-a pivotal first step toward measuring 
whether federal programs are meeting their 
intended objectives. The act requires that at 
least 10 federal agencies launch 3-year pilot 
projects, beginning in fiscal 1994, to 
develop measures ofprogress. Each agency 
pilot will develop annual performance plans 
that specify measurable goals. They then 
must produce annual reports showing how 
they are doing on those measures. At least 
five pilots will also test "managerial 
flexibility waivers"-which exempt them 
from some administrative regulations-to 
help them perform even better. In exchange 
for greater flexibility, they must set higher 
performance targets. This is exactly the 
process of measured deregulation-"we 
agree to deregulate you ifyou agree to be 
held accountable"-that must be the basis 
of an empowered and accountable 
government, 

At the beginning of fiscal 1998, after 
learning from the pilot programs, all federal 
agencies must develop 5-year strategic 
plans--linked, this time, to measurable 
outcomes. By the next year, every agency 
will be crafting detailed annual performance 
plans-that is,plans that describe what they 
intend to achieve, not plans that detail how 
many pencils they will buy or people the), 
will hire. And they will have to report their 
successes and ilures in meeting those 

EMOWERING E PLOYEEs To GET RFSuars 

Itmay seem amazingto say but like many 
bigorganizations,oursisprmar dominated 
by consideraions ofinput--ow much money
 

do we spendon aprogram,how manypeople 
doyou have on thestaff,whatkindof 

regkton and mksaregoing togovern ig 
andmuch less by ouiput-doesthis work, isit 
changingpeopleslivesfrrthe better? 

President Bill Clinton 
Rearks at the signing ofthe Government 

Performanoe And Results Act 
August 3, 1993 

goals. The Office ofManagenent and 
Budget may exempt very small agencies, 
and those agencies that cannot easily 
measure their outcomes will use qualitative 
rather than quantitative goals and 
measurements. After all, any agency can, at 
the very least, survey their customers and 
report the rating they are given. 

Setting goals isnot something that 
agencies do once. It isa continual process in 
which goals are raised higher and higher to 
push agency managers and staff harder and 
harder to improve. As the old business 
adage states, "Ifyou're standing still, you're 
falling behind." 

That iswhy we strongly support the act. 
But agencies should not wait until fiscal 
1999 to start integrating performance 
measurement into their operations. Nor 
should they limit themselves to the 
minimum mandates of the new law. The 
President, through OMB, isencouraging 
every federal program and agency to begin 
strategic planning and performance 
measurement, whether it isselected as a 
pilot or not. 
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Ifgvemment is to become cutomr-or 4nted 

then managersclosest to the ciizens must be 

empoweredto actquickly Why mustevery 
decisionbe signed-offon by so manypeople?If 
programmanager were insteadheld 
accountablefrrthe rsul&they achieve, they 
couldbegiven more authorityto be innovative 
andresponive, 

V. RothJr.Senaord Julm 

Sngo r'dl 30,1993Rt,July 

Action: l gniswl ei
deveIopng and using measurable 
obeves nd reporsing eawa1 
oetivesandrpotingmu/ 

In early 1994-in time to prepare the 
fiscal 1996 budget-OMB will revise the 
budget instructions it gives agencies to 
incorporate performance objectives and 
results to the greatest extent possible. 
Agencies will start measuring and reporting 
on their past goals and performance as part 
of their 1996 budget requests. The OMB 
instructions, along with executive office 
policy guidance, will guide agencies as they 
develop full-fledged goal-setting and 
performance-monitoring systems for the 
first time. 

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

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

THAT WORKs BETTER & COSTS LESS 

oversight to help craft an effective System, 
and encourage agencies to improve 
measures that are dearly ineffective. OMB 
will negotiate stronger goals for agencies 
that set their sights too low. 

Agencies will gradually build 
performance information into their own 
budget guidance and review procedures,
into their strategic and operational plans, 

and into revised position descriptions for 
their budget, management, and program 
analysts. Nothing, however, will replace peer 
pressure as agencies vie for performance 
awards or seek public recognition for their 
achievements. 

Action: Carfy the objectivesoffideral 
programus2 

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

For example, a training program targeted 
at unemployed steel workers soon is 
required to serve unemployed farm workers, 
the disabled, and displaced homemakers. 
Originally, the program's purpose may have 
been to refer people to jobs. But 
congressional maneuvers first force it to 
offer them training; then to help them find 
transportation and daycare. All these are 
important activities. But, by now, the 
original appropriation ishopelessly 
inadequate, reporting requirements have 
multiplied geometrically along with the 
multiplicity ofgoals, and the program isnot 
simply unmanaged-it's unmanageable. If 
agencies are to set measurable goals for their 
programs, Congress must demand less and 
clarify priorities more. 

In the private sector, leaders do not 
simply drop goals on their organizations 
from above. Hewlett-Packard, Microsoft, 
Xerox, and others involve their full 
workforces in identifying a few goals that 
have top priority, and then demand smaller 
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work teams to translate those overall goals 
into specific tea*m measures. This process 
enables the people directly responsible for 
meeting the goals to help set them. It also 
ensures that every part ofan organization 
aims at the same goals, and that everyone 
understands where they fit in. It may seem a 
time consuming process, but boats travel 
much faster when everyone ispulling their 
oar in the same direction. 

With a new joint spirit ofaccountability, 
the executive branch plans to work with 
Congress to clarify program goals and 
objectives, and to identify programs where 
lack of clarity ismaking it difficult to get 
results. 

Holding Top 

Accountable 

When General Eisenhower took 
command ofthe Allied Expeditionary Force 
in World War II, he was given a mission 
statement that clearly delineated goals for 
his vast organization of more than a million 
and a halfmen and women: "You will 
enter the continent ofEurope and, in 
conjunction with the other united nations, 
undertake operations aimed at the heart 
of Germany and the destruction ofher 
armed forces." 

In 1961, President Kennedy gave NASA 
an even dearer mission: Put a man on the 
moon and return him safely to earth by the 
end of the decade. As Vice President Al 
Gore told his audience at a meeting with 
Veterans Affairs Department employees: 
"There has to be a dear, shared sense of 
mission. There have to be dearly 
understood goals. There have to be 
common values according to which 
decisions are made. There has to be trust 
placed in the employees who actually do 
the work." 

In Great Britain, Australia, and New 
Zealand, many department and agency 
heads are appointed for limited terms and 
given performance agreements. Their 
reappointments depend on achieving 
measurable outcomes. Senior officials from 

EMPoWEI EMPLOYEES TO GET RESULTS 

these countries say that these agreements 
have improved organizational performance 
more than any other aspect of their 
reinventing government efforts. In the 
United States, many local governments do 
much the same: In Sunnyvale, California, 
managers can earn bonuses of up to 10 
percent iftheir agencies exceed perfbrmance 
targets. 

Action: The Preidentshould develop 
mitten performanee agreementswith" 
deartmentandagency heads.25 

Past efforts to institute management by 
objectives have collapsed under the weight 
oftoo many objectives and too much 
reporting. The President should craft 
agreements with cabinet secretaries and 
agency heads to focus on the administrations 
strategy and policy objectives. These 
agreements should not "micro-manage" the 
work ofthe agency heads. They should not 
attempt to row the boat. They should set a 
course. 

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

Not everyone will welcome outcome 
measures. People will have trouble 
developing them. Public employees 
generally don't focus on the outcomes of 
their work. For one thing, they've been 
conditioned to think about process; for 
another, measures aren't always easy to 
develop. Consequently, they tend to measure 
their work volume, not their results. If th.y 
are working hard, they believe they are doing 
all they can. Public organizations will need 
the several years envisioned under the 
Government Performance and Results Act 
to develop useful outcome measures and 
outcome reporting. 
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Measuring Outcomes 

O utcome-based management isnew in the 
public sector. Some U.S. cities have 

developed it over the past two decades; some 
states are beginning to; and foreign countries 
such as Great Britain,Australia, and New 
Zealand are on their way. 

Sunnyvale, California, a city of 120,000 in 
the heart ofthe Silicon Valley, began the 
experiment 20 years ago. In each policy area, 
the city defines sets of"goals," "community 
condition indicators," "objectives," and 
"performance indicators." "In a normal 
political process, most decisionmakers never 
spend much time talking about the results they 
want from the money they spend," says City 
Manager Tom Lewcock. "With this system, for 
the first time they understand what the money 
isactually buying, and they can say yes or 
no."24  

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

At least a half-dozen states hope to follow in. 
Sunnyvale's footsteps. Oregon has gone 
farthest. In the late 1980s, Governor Neil 
Goldschmidt deeloped long term goals, with 
significant citizen input. He set up the Oregon 
Progress Board, comprising public and private 
leaders, to manage the process. The board 
developed goals and benchmarks through 12 
statewide meetings and written materials from 
over 200 groups and organizations. "Oregon," 

the board stated, "will have the best chance of 
achieving an attractive future ifOregonians 
agree dearly on where we want to go and then 
join together to accomplish those goals."25 

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

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

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

Great Britain has instituted performance 
measurement throughout its national 
government. In addition, the government has 
begun writing 3-year perfdrmance contracts, 
called "Framework Agreements," with about 
half its agencies. These agencies are run by chief 
executive officers, many from the private sector, 
who are hired in competitive searches and then 
negotiate agreements specifying objectives and 
performance measures. If they don't reach 
their objectives, the CEOs are told, their 
agencies' services may be competitively bid 
after the 3 years. 
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Ultimately, no one can generate results we have created three different award 
without knowing how the "bottom line" is systems, each administered by a different 
defined. Without a performance target, organization. The Federal Quality Institute 
managers manage blindly, employees have (FQI) administers the Presidential Award 
no guidance, policymakers don't know for Quality; the President's Council on 
what's working, and customers have no idea Management Improvement administers the 
where they may be served best. If, for Award for Management Excellence; and the 
example, jobless people know how well Office of Personnel Management awards 
graduates of local training programs fare the Presidential Quality and Management 
when looking for work, they can better Improvement Awards for tangible savings to 
choose which new careers and programs the government ofmore than $250,000. 
offer the best prospects. Informed The administration will issue one set of 
consumers are the strongest enforcers of presidential awards for quality. The Baldrige 
accountability in government. Award Office of the National Institute for 

Standards and Technology will combine the 
Action: The administration wiliuw existing awards into a new set of Baldrige 
oneset ofBaldigeAwar_ for quaUiy in Awards for public service-to go along with 
thefederagvvern n 26  its private sector award. The new award will 

recognize agency and work unit quality 
For years, the executive branch has taken initiatives and ideas, based on program 

steps to recognize and support good performance, cost savings, innovation, and 
performance. In typical fashion, however, customer satisfaction. 

STEP 3: GIVING FEDERAL WoRKERS THE TooiLs THf 
NEE TO DO THEIRJOBS 

A mericans today demand a more acquire and use them. We must change 
responsive, more humane that. We must give workers the tools they 

A government that costs less. Their need to get results--then make sure they 
expectation are neither irrational nor use them. 
whimsical. Over the past 20 years, the entire 
way we do things, make things, even 
contact one another, has changed around 
us. Businesses have no guarantees, no Employee Training 
captive markets. To compete, they must 
make things and deliver service better and After two decades oforganizing for 
fister, and get their message out sooner. No quality, business knows one thing for sure: 
one benefits more than customers. It's no Empowered people need new skills--to 
wonder these same people now turn to work as teams, use new computer software, 
government and ask, "Why can't you do interpret financial and statistical 
things better too?" information, cooperate with and manage 

Transforming our federal government to other people, and adapt Indeed, business 
do better will mean recasting what people talks about a new breed of"knowledge 
do as they work. They will turn from bosses worker"-people who understand that, 
into coaches, from directors into throughout their careers, their most 
negotiators, from employees into thinkers important task is to continue learning and 
and doers. Government has access to the applying new knowledge to the challenge at 
same tools that have helped business make hand. Knowledgeable workers are our most 
this transformation; it's just been slower to important source of progress. They are, 
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quite simply, the currency of 21st century 
commerce. 

Business teaches us that ongoing training 
for everyworker isessential for 
organizations to work well. Not surprisingly, 
the federal government under-spends on 
training and education, just as it does on 
most other productivity-enhancing 
investments. In 1989, the National 
Commission on the Public Service, headed 
by Paul Volcker, esiimated that while 
leading private finns spend 3 to 5 percent of 
their budgets on uainkig, retraining, and 
upgrading employee skills, the federal 
government spends less than one percent.27  

And the little we do spend isnot always 
allocated wisely. A well-promoted 4-day 
training seminar packaged to appeal to 
federal agency managers may seem like a 
good deal. It is not, however, always what 
the agency needs. The Volcker Commission 
concluded: 

Federaltrainingissufferingfroman 
identitycrisis.Agencies arenot surewhat 
they shouldtrainfr (shorttem orlong 
term), who shouldget the lionsshare of 
resources (entrylevel orsenior 
level)...and whethermid-career 
educationis ofvalue... Careerpathsare 
poorlydesignea executivesuccession is 
accidentalandunplannea andreal-
time trainingfr pressuredmanagersis 
virtualynon-existent.At both the career 
andpresidentialleve4 trainingisall-too-
often adhoc andself-initiated2 

Perhaps most striking isthe paucity of 
career training for people on the lowest 
rungs ofthe civil service ladder, or for people 
without the leg-up ofuniversity degrees. 
These valued employees may have the most 
tenure in an office. They may see and know 
everything. Frequently, they are indispensable, 
because only they know how the system 
work,--and how to work the system. 
Unfortunately, their abilities are rarely 
rewarded, despite their desire to advance. 

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

Dn watchingthe role ofourlegal 
secretariesc ange.Less andless ofthe 
typicalsecretarialdutiesare being 
pernrea simply because the attorneys 
do a lotoftheirown draftingof 
documents... However,forasecretaryto 
startto move into a legalassirtant 
position... orinto aparalegalrole, is 
frowned upon...Afaras traininggoes 
its impossible... Thatpreventsa lot of 
peoplefrom...moving into newjobsthat 
aregoingto be ofmore benefit to the 
department...We've lostagoodnumber 
o secretarieswho have moved elsewhere, 
becawe they cannotgo anyfurtherhere.29 

Employees at the top rung, too, must 
keep learning. Managers and executives fao 
the same hurdles in keeping up with 
technology as do front-line workers. 
Technicians must stay up to date with 
system advances and new techniques. The 
growing band of federal export and trade 
personnel must learn more than foreign 
kinguages-they need to master the 
language of negotiation as well. Indeed, 
employees in the Office of the U.S. Trade 
Representative currently receive no 
systematic training in negotiation skills or 
the cross-cultural styles and patterns they 
are likely to encounter in their work-a 
situation the office is now planning to 
correct.30 

Perhaps most important, training isthe 
key that unlocks the power of bottom-up 
decisionmaking. At the Reinventing 
Government Summit, General Electric 
Executive Vice President Frank Doyle 
detailed the GE experience: "We had to 
educate our entire workforce to give them 
the tools to become meaningfully involved 
in all aspects ofwork. Empowerment...is a 
disorderly and almost meaningless gesture 
unless people doing the actual work are 
given the tools and knowledge that self
direction demands." 3' 

During the National Performance 
Review process, almost every one of the 
agency teams identified a specific learning 
need critical to their agency's quality 
improvement and mission. In addition, 
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several common raning concerns demand 
governmentwide action. 

information technology in their jobs. If 
business isany guide, our government 
reinvention efforts will only quicken the 

Action: The adminisrationwillgrant 
agenie_ thef i" ty to finane training 
needsl 

trend. Pen and paper exercises keep moving 
to the screen. Lateral files now form 
database records. Video- and computer
based courses make learning possible 

Leading corporations view training as a 
strategic resource, an invesnmen Federal 
managers tend to view it as a cost. So :n 
government, worker training isn't even 
induded in most budget estimates for new 
systems or programs. This ispuzzling and 
quite short-sighted, since new workplace 
innovations, like advanced software, won't 

anytime, anywhere. Money no longer 
changes hands; its transmitted digitally. 
People not only talk, they "message." A 
meeting of the minds can take place 
without the bodies present. 

Other chapters discuss how we will speed 
the procurement process for technology and 
how we will ueploy technology to alter what 

transform employee productivity unless 
those employees know how to use them. 
Although training may be the best and least 
costly way to improve worker performance, 
government executives view it as a"quick 
fix," unworthy of any planning effort. 

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

We will grant agencies a substantial 

we do and how well we do it. Here, we 
want to stress that much of the federal 
workforce lacks the training and 
background to use advanced information 
technologies. 

Compared to the private sec:or, the 
federal government invests few dollars and 
scant time in technology training.3 Federal 
agencies provide insufficient incentives to 
motivate their workforce to seek technology 
training, scarce opportunities to obtain 
training-even when it's desired and 
necessary-and rarely incorporate 
technology training in the strategic 
planning process. The longer we wait, the 

portion of the savings they realize from 
decentralizing staffand reducing operating 
costs (see chapter 1)to invest in worker 
training, performance measurement, and 
benchmarking. 

Budget directives further complicate an 
agency's ability to train workers effectively, 
particularly when its own budget office, 
OMB, or Congress cut line items for 
employee training. Such over-specified 
reductions deny employees the access to 

farther behind we fall. 
This foot-dragging costs the taxpayer 

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

skills they need to be pr6ductive, to advance 
in their careers, and to adapt to new 
technology 

Training should begin with top 
nontechnical managers, to help them focus 
on uses, management, planning, and 
acquisition ofstate-of-the-art information 

Action: Thefideralgovernment will 
upgrade information technology training 
for allemployees," 

technology. By May 1994, OPM and GSA 
will jointly develop and administer 
information technology training for non
technical managers and presidential 

Every year, more and more federal 
workers must use computer-based 

appointees. The New York City
Department of Personnel, already in the 
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technology trainingbusiness, offers a useful 
model ofmonthly half-day sessions for 
executives covering ten topics: strategic 
planning, reengineering, implementing 
systems, electronic mail, video conferencing, 
voice-enhanced technologies, geographic 
information systems, database management, 
imaging, and multi-agency complaints and 
inspection systems. Our effort will help 
every senior manager earn a certificate that 
signifies his or her level of technology 
competency. Parallel training and 
certification efforts will target Senior 
Executive Service members and information 
resource managers. 

Anyone who has grappled with 
computers-from the basics ofword 
processing to the complexity ofexpert 
systems-knows that we often learn best 
how to use software by finding a teclology 
"pal": someone who knows the ins and outs 
ofa particular software application and is 
willing to share that knowledge. To spread 
information tc-.hnology training and use in 
the entire federal workforce, the existing 
Federal Information Resources Management 
Policy Council will help motivated agencies 
set up a program of collegial assistance for a 
wide range of technology applications. We 
will tap the cadre of techno-proficient 
individuals spread across the federal 
government to provide occasional on-line 
help or personal assistance on demand to 
their struggling colleagues. 

Finally, starting late in 1993, new 
contracts for technology acquisition-or 
those in early stages-must include a 
provision for training. If agendcis work 
together, they can cut such training costs 
dramatically. When Texas contracted with 
four statewide technology training firms to 
trairr state employees, it cut the price to $60 
to $110 a day per worker for a wide range 
ofskills. An even larger customer, the 
federal government should be able to land 
an even better bargain, 

THAT WORKS BETTER & COSTS LESS 

Action: Elhhiae nanw rah*tiom 
on employee tra..ingto help develop a 

5a smuiaskild wohfo'e.

The Government Employees Training 
Act (GETA), which authorizes agencies to 
manage and determine their training needs, 
defines training as a tool for "increasing 
economy and effidiency in government." 
The rules written behind this 1958 wording 
severely limit how agencies can use training 
today. Training too often isad hoc and 
seldom linked to strategic or human 
resource planning. Managers generally are 
not able to get the information to 
determine the return on their training 
investment. Even worse, existing restrictions 
dictate that any training be related to an 
employee's official duties-thus ensuring 
that ourJustice Department secretary does 
not become a paralegal. These rules keep 
federal employees single-skilled in a multi
skilled world. 

By early 1994, OPM will draft legislation 
to amend GETA on three fronts. OPM will 
redefine the objective of federal training as 
the "improvement of individual and 
organizational performance." Itwill relate 
the use of training to achieving an agencys 
mission and performance goals, not to a 
workr r's official duties. And OPM will seek 
to end the distinction between government 
and nongovernment training, giving public 
employees access to the best training services 
available, no matter who provides them. 

Clarifying the purpose of training in 
GETA will reinforce the need to use 
training to improve performance and 
produce results. Removing the distinction 
between government and non-government 
training will deregulate the in-government 
training monopoly, introducing 
competition that will improve the quality of 
learning opportunities for fedeial 
employees. And linking training to an 
agency's mission will ease employees' efforts 
to become adept at all the skills they need as 
empowered workers. We urge Congress to 
join in the quality effort by passing these 
important amendments early in' 1994. 
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Management Information Systems 

Management isn't about guessing, it's 
about knowing. Those in positions of 
responsibility must have the information 
they need to make good decisions. Good 
managers have the right information at their 
fingertips. Poor managers don't. 

Good information comes from good 
information systems. Management 
information systems have improved in 
lockstep with every advance in the 
telecommunications revolution. New 
management information systems are 
transforming government, just as they have 
business, in two ways. They can make 
government more productive-the benefit 
we discuss in this chapter-and let us 
deliver services to customers in new ways, 
which we take on in chapter 4. Indeed, 
todays systems have enabled businesses to 
slim down data processing staffs, while 
giving more employees access to more 
accurate data. This shows up on the bottom 
line. Iffederal decisionmakers are given the 
same type of financial and performance 
information that private managers use, it 
too will show up on the bottom line-and 
cut the cost ofgovernment. 

Sheer size alone would make the federal 
government difficult to manage, even under 
the best of conditions. Unfortunately, 
federal employees don't work under the best 
of conditions. Indeed, when it comes to 
financial information, many are flying 
blind. It's not for lack of staffing: Some 
120,000 workers-ahnost 6 percent of 
non-postal service civilian employees-
perform budget, accounting, auditing, and 
financial management tasks. But when 
OMB surveyed agency financial reporting 
systems last year, it foufid that one-third 
were more than a decade old, and only 6 
percent were less than 2 years old. One-
third failed to meet Treasury and OMB 
reporting standards. Two-fifths did not 
meet their own in-house reporting 
standards-meaning they did not provide 
the information managers wanted. And 
more than half simply lackd the computer 
power to process the data being entered.37  

EMoPOWERING EmPLoyEEs To GET REsumi 

We all know the potential costs of 
lagging systems: They contributed to the 
$300 billion savings and loan bailout,38 $47 
billion in nontax delinquent debt, $3.6 
billion in student loan defaults, and so on. 

Fortunately, the process of updating our 
management information systems has 
begun. In 1990, Congress passed the Chief 
Financial Officers (CFO) Act.39 It 
designated an OMB deputy director as the 
federal government's chief financial 
management officer. The Office of Federal 
Financial Management was charged with 
establishing financial management policies 
across the government and monitoring 
agency audits. The act also created chief 
financial officers in 23 agencies. The OMB 
deputy chairs a CFO Council to deal with 
improving financial management across 
government. 

But we need to do more-and quickly. 

Action: The executive branch wil cw.,e 
a coherentfinancidalmanagement system, 
claf responsbilites, andraike the 
standardtrfinanda officers. 

Vastly improved financial management is 
critical to the overall effort to reform 
government. First, it will save taxpayers 
money.Trillions ofdollars flow through the 
federal government in any year, even a small 
improvement in managing those funds 
could recover billions. Second, we need 
accurate and timely financial information if 
managers are to have greater authority to 
run federal agencies, and decisionmaking 
moves to the front lines. Greater 
responsibility requires greater accountability, 
or the best-intentioned reforms will only 
create new problems. Finally, better 
financial management will present a more 
accurate picture of the federal budget, 
enabling the President, Congress, and 
agency leaders to make better policy 
decisions. 

By the end of 1993, OMB and Treasury 
will sign a formal agreement to clarify 
teir respective policymaking and 
implementation roles, to eliminate 
regulatory confusion and overlap for their 
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governmental customers. OMB, working 
with Treasury and the CFO Council, will 
charter a governmentwide Budget and 
Financial Information Steering Group to 
oversee the stewardship offinancial 
planning and management data for the 
federal government. By spring 1994, OMB 
will work with the existing Joint Financial 
Management Improvement Program and 
consult with Treasury and the agencies to 
define exactly what constitutes an integrated 
budget and financial system. At the same 
time, working with Treasury and the CFO 
Council, OMB will develop a long-range 
strategic plan to link financial information 
and performance goals to the work of 
agency managers. 

Finally, we will insist on higher 
qualifications for chieffinancial officers. 
After all, many federal agencies are larger 
than Fortune 500 companies. Americans 
deserve financial officers with qualifications 
that match those in our best companies. By 
March 1994, working with accounting and 
banking groups, the CFO Council will 
create a continuing education program for 
federal financial manageis. At the same 
time, OMB guidelines will darify the 
precise financial functions the CFO should 
oversee, trimming responsibilities like 
personnel or facilities management that lie 
outside the CFO's main mission. 

Action:Wihin 18 months the Federal 
Accounting StandardsAdv'ory Board 
will issue a comprehensivesetofcredible 
acountingstandardsfforthefederal 
goverment.41  

A recent GAO audit ofthe Internal 
Revenue Service unearthed $500,000 of 
overpayments to vendors in just 280 
transactions and a video display terminal 
that cost only $752 listed at $5.6 million on 
the IRS books. Other GAO efforts found 
the Army and Air Force guilty of $200 
billion in accounting mistakes, NASA guilty 
of $500 million, and widespread 
recordkeeping problems across 
government. 42 In1990, Congress 
conduded that "current financial reporting 

standards ofthe federal government do not 
accurately disclose the current and probable 
future cost ofoperating and investment 
decisions, including the future needs for 
cash and other resources." In other words, if 
a publidy-traded corporation kept its books 
the way the federal government does, the 
Securities and Exchange Commission 
would dose it down immediately. 

It's not that we have no accounting 
procedures and standards. It's that we have 
too many,and too many of them conflict. 
Even worse, some budget and accounting 
practices obscure the amount and type of 
resources managers might leverage to 
produce savings and increase productivity. 

We must agree on stricter accounting 
standards for the federal books. We require 
corporations to meet strict standards of 
financial management before their stocks 
can be publicly traded. They must fully 
disclose their financial condition, operating 
results, cash flows, long-term obligations, 
and contingent liabilities. Independent 
certified public accountants audit their 
accounts. But we exempt die $1.5 trillion 
federal government from comparable 
standards. 

Currently, the Federal Accounting 
Standards Advisory Board (FASAB), 
established in October 1990, develops and 
recommends federal accounting standards 
for OMB, Treasury, and GAO-which 
together must approve them. Although we 
need almost a dozen sets of standards, only 
one has been approved using this process in 
more than two and a halfyears. We need to 
quicken the pace. 

The administration will give the Federal 
Accounting Standards Advisory Board an 
18-month deadline to release and get 
approval ofall 11 sets of standards. If it fails, 
the administration will replace it with a new, 
independent board with greater powers. 
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Action: TheAdministrationshould issue 
anAnnua/AccountabilyReportto the 
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The ultimate consumer of information 
about the performance of federal 
organizations should be the American 
public. As agencies develop output and 
outcome measures, they should publish 
them. The customer service standards 
required by the President's directive on 
improving customer service, outlined in 
chapter 2, will be a first step. 

A second step will be a new report card 
on the financial condition of the federal 
government. For the last 20 years, our 
government has issued "prototype" financial 
statements, but no one can assure their 
accuracy. Put simply, they would never pass 
an audit. We believe Americans~deserve 
numbers they can trust. By 1997, we will 
require the Department of the Treasury to 
provide an audited consolidated annual 
report on federal finances-induding tax 
expenditures, hidden subsidies, and hidden 
contingent liabilities such as trust funds and 
government-sponsored enterprises." 

The Treasury and OMB will devdop a 
simplified version of the governments 
financial condition, to be published for 
public consumption in 1995. Rather than a 
detailed, unreadable financial account, it will 
be a straightforward description of the 
money spent and its effects on achieving 
goals. We will call this the Annual 
Accountability Report to the Citem 

Information Technology 

A few years ago in Massachusetts, a 
disabled veterans caseworker who worked to 
match veterans with available jobs took 
some initiative. He decided to abandon his 
sole reliance on the states central office 
mainframe computer and take his personal 
laptop, loaded with readily available 
software, on the road. Suddenly, he was able 
to check a database, make a match, and 
print a resume all during his first contact 
with an employer. Quicdy, he started 
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beating the mainframe. His state 
administrator took notice, and managed to 
squeak through a request to the Department 
of Labor's Veterans Employment and 
Training Service for granlt funding and 
permission to reprogram dollars in the fall 
of 1990. Soon after, 40 Massachusetts 
caseworkers were working with laptops. In 
just one year, Massachusetts jumped from 
47th in the nation for its veterans job 
placement rate to 23rd. 

Although this story screams success, it is 
unfortunately the exception, not the rule. 
Normally, the Labor Department has to 
approve the purchase ofsomething as small 
as a $30 modem in the fild. Massachusetts 
got the funding only because it was the end 
ofthe fiscal year and money had to be 
spent.45 

The point stands: When workers have 
current and flexible technology to do their 
jobs, they improve performance. We need 
to get more computers off the shelf and into 
the hands of federal employees. 

Action: The administrat wil develop 
a srategieplanforusinginfr nahon 
technology dnmghoutthefederal 
gove nent.4 

Transforming the federal government is 
an enormous, complex undertaking that 
begins with leadership, not technology. Yet, 

In short,its time ourgovernmentadwtedto 
thereal work tightenedits belt managedits 

affiUr in the context ofan economy thatis 
inom ion-based,rapidlychanging andput 
aprmium on seedandfunction andservce, 

not rtde andnpkdons. 
Preidet BIl C(Jn 

Rmarks announcing the 
National Performance Review 

March 3, 1993 
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in helping to break down organizational independent systems solving unique 
boundaries and speed service delivery problems. Or they simply automate, instead 
information technology can be a powerful ofimprove, how we do business. 
tool for reinvention. To use that tool, The President should expand the work of 
government employees must have a dear the existing Information Infrastructure Task 
vision ofits benefits and acommitment to Force to include a Government Information 
its use. Technology Services Working Group. This 

Washington's attempts to integrate working group will develop a strategic 
information technology into the business of vision for using government information 
government have produced some successes services and propose strategies to improve 
but many costly failures. Many federal information resource management. Also 
executives continue to overlook information beginning in October 1993, OMB will 
technology's strategic role in reengineering convene interagency teams to share 
agency practices. Agency information information and solve common 
resource management plans aren't information technology problems. In 
integrated, and their managers often aren't addition, OMB will work with each agency
brought into the top realm ofagency to develop strategic plans and performance 
decisionmaking. Modernization programs measures that tie technology use to the 
tend to degenerate into loose collections of agency's mission and budget. 

Sm 4: ENHANCING THE QuALITY 
oF WORK LIFE 

hen it comes to the quality of used flextime and family leave were absent 
work life, as measured by 50 percent fewer days than its regular 
employee pay; benefits, schedule workforce. Moreover, 71 percent of those 

flexibility, and working conditions, the workers using benefits said that the policies 
federal government uually gets good were "very important" to their decision to 
marks. Uncle Sam isa family-friendly stay with the company, as compared to 58 
employer, offering plenty ofoptions that percent of the empoyees overall.46 

help employees balance their life and work The federal government must maintain 
responsibilities. Flextime, part-time, leave- its "model employer" status and keep the 
sharing, and unpaid family and medical workplace a humane and healthy place. It 
leave are all available. Pilot projects in must also ensure that, as we move toward 
telecommuting allow some workers who improving performance and begin to rely 
travel long distances to work at locations on every worker for valuable ideas, we 
closer to home. create a workplace culture in which 

The federal government would be smart employees are trusted to do their best. 
to keep abreast ofworkplace trends. Our 
increasingly diverse workforce struggles to Action: Thefderalgovementwill 
manage child care, elder care, family updateandexpandfamily-friendly 
emergencies, and other personal workplace options.4 

commitments, while working conditions 
become ever more important. Recent Even under current workplace policies, 
studies suggest that our ability to recruit federal workers still encounter some 
and retain the best employees-and problems. Many agencies do not fully 
motivate them to be productive-depends advocate or implement flexible work 
on our ability to create a satisfying work policies. For example, only 53 percent of 
environment. Johnson & Johnson, for our employees with dependent care needs 
example, rtported that its employees who believe their agencies understand and 
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support family issues, according to OPM. 
Thirty-eight percent indicated that their 
agencies do not provide the full range of 
dependent-care services available. As one 
example, OPM concluded that "...certain 
agencies may have internal barriers that 
make supervisors reluctant to approve 
employee requests to work part-time."4 

The President should issue a directive 
requiring that all agencies adopt 
compressed/flexible time, part-time, and 
job-sharing work schedules. Agencies will 
also be asked to implement flexiplace and 
telecommuting policies, where appropriate. 
Starting next year, we will allow federal 
employees to use accrued sick leave to care 
for sick or elderly dependents or for 
adoptions.4 9 We will also give credit for all 
sick leave to employees who have been 
separated from and then rejoin federal 
employment, no matter how long they were 
out ofgovernment service. 

Congress has written into law some 
barriers to improving the federal workplace. 
It should lift them. By January 1994, OPM 
will submit legislation to remove limitations 
on dependent-care programs and give 
agencies more authority to craft employee-
friendly programs, such as employee benefit 
packages. By March 1994, OPM and GSA 
will propose legislation to enable flexiplace 
and telecommuting arrangements. 

Finally, we urge Congress to reauthorize 
the Federal Employees Leave Sharing Act 
which expires October 31, 1993 with a few 
changes to improve program operations and 
allow interagency transfers of annual leave. 
Voluntary leave enables employees with 
family medical emergencies, who have 
exhausted all their available annual leave, to 
receive donated annal leave from their 
fellow federal workers. In just the last two 
years, voluntary leave served more than 
23,000 federal employees with more than 
3,742,600 hours ofdonated annual leave, 
The dependent-care needs ofmore than 96 
percent offederal employees are met by the 
leave-sharing program. 

EmPOWERING EruLovm TO GEr RESUTs 

One ofthe thingswe learned..,is thatthesr a 

andcutomersamtctw? Ifyouremployees are 
unhappyandworredaboutthe vaiou 
bhne, adw ed aou ftheaq y

bascneed you
 
oftheirwork //, they wont worry about
 

tmes
 

Roseta Riley 
Director of Ctmomer Satisfaction 

General Motors 

Action: The cccutive bramh will 
abolish employee time sheets andtime 
cardsfor the standard work week.5' 

In a productive workplace, where 
employees dearly understand their agencys 
mission, how they fit into it, and what they 
must accomplish to fulfill it, everyone is a 
professional. The work culture must send 
this message in every way possible. One easy 
way isto put an end-once and for all-to 
meaningless employee sign-ins and sign
outs on time sheets. 

Many may consider this a trivial matter. 
But consider the salaried Health and 
Human Services (HHS) employee who 
must still sign in at a central location in her 
office every morning-and sign out exactly 
81/2 hours later. She must do this no matter 
how many more hours she really works, and 
every employee in her branch must sign the 
same list, in order ofappearance. 

Occasionally, when she gets caught up in a 
meeting or lost in concentration at her desk, 
she forgets to sign the book at her appointed 
hour. Supervisors have "guided" her to avoid 
this problem. She tells her supervisor, who 
agrees that the practice issenseless, that it 
discourages her from working longer hours. 
"What about us overachievers?" she asks him. 
"You lose," he answers. 
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The truth is,we all lose. Yet HHS 
continues to spend dollars training
timekeepers. Z 

The Department of Labor, by contrast, 
listened to complaints from its employees 
about the needless paper-pushing and use 
of administrative time that repetitive 
timekeeping required. Under the leadership
of Secretary Robert Reich, and with full 
backing of union presidents who represent 
department employees, Labor has begun to 
dump the standard time card. After 
realizing that nearly 14,000 of its 18,000 
employees work a standard 40-hour week, 
department leaders decided to trust their 
workers to report only exceptions, such as 
overtime and sick and annual leave. Since 
only one third of Labor's workforce reports 
any exception in the average week, the 
department isalready saving paper and 
time-and money. Standard time records 
are now submitted electronically, without 
bothering employees.5 6  

The President should encourage all 
departments and agencies to follow the 
Department of Labor's lead. The new poiicy
will allow for exceptions-for example,
when labor contracts or matters ofpublic 
safety require them. But if we truly seek the 
highest productivity from our workers, we 
must treat them like responsible adults. In 
todays work environment, time cards are a 
useless annoyance. 

Action: The Presidentshouldiue a 
directive committing the adminisration 
togmater equa opportunityanddiveriy 
in thefederal workfire.5 

President Clinton launched his 
administration by appointi..g caliet and 
senioF officials who, in his words, 'look like 
America." In doing so, he s-fnt -acl,ar 
message. A government tha. arives for the 
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best must continue to break down stubborn 
barriers that too often keep us from 
employing, training, or promoting the best 
people. 

While the President has set the stage, the 
current federal workforce does not reflect 
the nations diverse working population. 
Overall, the federal government has yet to 
successfully eliminate some discriminatory 
barriers to attracting and retaining 
underrepresented groups at every civil 
service grade level, or advancing them into 
senior positions. A glass ceiling still hangs 
over the employment and career prospects 
for women, minorities and people with 
disabilities who work in the federal service. 
Women account for only 12 percent of the 
top tier of the federal employment ladder
the Senior Executive Service. Minorities 
account for nine percent. 5 Serious disparity
persists for both groups in promotion rates 
to professional and administrative levels that 
serve as the gateway to further advance
ment. The numbers for Americans with 
disabilities are even worse. 

Much can be done to make equal
opportunity an integral part ofeach agency's
mission and strategic plan. The President 
should issue a directive in 1993 committing 
the administration to attaining a diverse 
federal workforce and increasing the 
representation of qualified minorities, 
women, and people with disabilities at all 
career levels. The order should instruct 
agency heads to build equal employment
opportunity and affirmative employment 
elements into their agency strategic plans 
and performance agreements. In turn, 
agency leaders should require managers and 
teams throughout their agencies to build 
the same goals into their own performance 
plans--and should publicly recognize those 
who succeed. 
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STEP 5: FORMING A LABOR-MANAGEMENT 
PARTNERSHIPThe federal workforce ischanging. 

While the number ofemployees has 
remained constant for a decade, the 

workforce ismuch more diverse, with more 
minorities and women. It isbetter educated 
and more mobile. And more employees 
work in professional, scientific, and highly 
technical jobs than ever before. 

Today, more than 125 federal unions 
represent about 60 percent of the federal 
workforce. That's 1.3 million civilian, non-
postal employees, or 80 percent ofthe 
workforce eligible to participate in federal 
unions. The three largest federal employee 
unions are the American Federation of 

Government Employees (AFGE), the 
National Treasury Employees Union 
(NTEU), and the National Federation of 
Federal Employees (NFFE). 

Federal employees and their unions are as 
aware of the quality revolution as are federal 
managers. Consistent with the quality pu.': 
federal employees want to participate in 
decisions that affect their work. Indeed, 
GAO estimates that 13 percent of federal 
workers already are involved in formal 
quality management processes.516 At the 
IRS, for example, a Joint Quality 
Improvement Process with the NTEU has 
spread throughout the agency-saving 
money producing better service, and 
improving labor-management relations. 

Corporaze executives from unionized 
firms declare this truth from experience: No 
move to reorganize for quality can succeed 
without the full and equal participation of 
workers and their unions. Indeed, a 
unionized workplace can provide a leg up 
because forums already exist for labor and 
management exchange. The primary barrier 
that unions and employers must surmount 
isthe adversarial relationship that binds 
them to noncooperation. Based on 
mistrust, traditional union-employer 
relations are not well-suited to handle a 
culture change that asks workers and 
managers to think first about the customer 

W e want to be)idlpartnm. We wantit?
 
work. We wantg nvement to work better.
 

We want to be there inpanemhipto help
 
idnti6theproblems. We want to be therein
 

patnershipto help craft the solution. We want 
to be thereinpartneihipto help implement 
togetherthe solution thatthisgovernment 

needL
 
And wecpreparedto work inpartnehip
purnto make some boldleaps to this 

tr th e
toe sw old andto 
govemminr aroundandmake it work the 
way it shouldwork. 

John Srwdivant, President 
American Federation of Government Employees 

einventing Government Summit, 
Philadelphia June 25,1993 

and to work hand-in-hand to improve 
quality. 

The current context for federal labor
management relations, title VII of the 1978 
Civil Service Reform Act, presents such a 
barrier. In 1991, the GAO conduded after 
an exhaustive survey of unian leaders, 
government managers, federal employees 
and neutral experts, that the federal labor
management relations program embodied 
in title VII "isnot working well." GAO 
characterized the existing bargaining 
processes as too adversarial, bogged down 
by litigation over minute details, plagued by 
slow and lengthy dispute resolution, and 
weakened by poor management. One 
expert interviewed by GAO summed up 
the prevailing view. "We have never had so 
many people and agencies spend so much 
time, blood, sweat, and tears on so little. In 
other words, I am saying I think it is an 
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awful waste oftime and money on very 
little results." Indeed, the cost of handling 
unfair labor practice disputes using this 
system runs into tens of millions ofdollars 
every year.57  

We can only transform government ifwe 
transform the adversarial relationship that 
dominates federal union-management 
interaction into a partnership for 
reinvention and change. 

Action: The President should issue a 
diat thatemabisheslabor-managment 
partnmhipasanexecutive branchgoal 
andestablishesa NationalPartnership 
Councilto help implement itm 

The President's executive order will 
articulate a new vision of labor-
management relations. It will outline the 
roles ofmanagers and unions in creating a 
high-performance, high-quality 
government. It will call for systematic 
training in alternative dispute resolution 
and other joint problem-solving approaches 
for managers, supervisors and union 
officials. And it will call for agencies to form 
their own internal councils. 

By October, 1993, the President should 
appoint the National Partnership Council 

and charge it with the task of championing 
these efforts and developing the next steps. 
The council will indude appropriate federal 
cabinet secretaries, deputy secretaries, and 
agency directors; the presidents ofAFGE, 
NTEU, and NFFE; and a representative of 
the Public Employee Department of the 
AFL-CIO. Federal agencies and unions will 
assign existing personnel to staffthe council. 

Action: The NationalParte75hip 

Council wi propose the statutorychanges 
neededto make labor-management 
partnmrhoa reality.s 

GAO cited the need for a new labor
management relations framework that 
"motivates labor and management to form 
productive relationships to improve the 
public service."0 The Federal Labor 
Relations Authority, The Federal Mediation 
and Conciliation Service, and several 
agencies have been encouraging and 
facilitating new labor-management 
cooperation efforts. However, their efforts 
are being hampered by legal restrictions that 
focus on the traditional adversarial models. 
The council will recommend legisladon to 
the President to create a better framework 

Sml- 6: EXERTING LEADERSHIP
 
espite the federal government's 
solid core of capable employees, it 
lacks effective leadership and 

management strategies. In 1992, GAO 
delivered a stark diagnosis of the 
situation. Our government, GAO 
reported, lacks the "processes and systems 
fundamental to a well-run organization. 
Most agencies have not created a vision of 
their futures, most lack good systems to 
collect and use financial information or 
to gauge operational success and 
accountability, and many people do not 
have the skills to accomplish their 
missions." This situation, GAO 
concluded in a burst of understatement, 
was "not good."61 

The sweeping change in work culture 
that quality government piomises won't 
happen by itself. Power won't decentralize of 
its own accord. It must be pushed and 
pulled out of the hands of the people who 
have wielded it for so long. It will be a 
struggle. 

We must look to the nation's top leaders 
and managers to break new ground. The 
President, the Vice President, cabinet 
secretaries, and agency heads are pivotal to 
bringing about governmentwide change. It 
isthey who must lead the charge. Under 
President Clinton's leadership they are 
determined to make it happen. 

If we want to make the federal 
government a better place, our current 



leadership must make it dear by what we do 
that, when we offer change, we mean 
business. That isa promise we must make 
to the entire community ofhardworking, 
committed federal workers. It isa promise 
we must keep. 

Action: Thi President should issue a 
direcive detailinghis vision,pla, and 
commitment to creatingquality 
government02 

Graham Scott, who as Secretary of 

Treasury for New Zealand heiped shepherd 
reinvention of that country's government, 
cautioned Vice President Gore, "Our 
experience isthat government won't change 
unless the chiefexecutive isabsolutely 100 
percent committed to making it change."63 

CEOs of corporations the world over echo 
Scott's call. 

The first directive issued along with this 
report will darify the President's vision ofa 
quality federal government. It will commit 
the administration to the principles of 
reinventing government, quality 
management, and perpetual reengineering, 
as well as the National Performance 
Review's other recommendation. In 
addition, it will d ill the strategic 
leadership roles ( te cabinet and agencies 
in implementing !m. 

Action: Every fideral department and 
agency willdesignate achiefoperating 
officer.64 

Transforming federal management 
systems and spreading the culture ofquality 
throughout the federal government isno 
small task. To accomplish it, at least one 
senior official with agericywide 
management authority from every agency 
will be needed to make it happen. 

Every cabinet-level department and 
federal agency will designate a chief 

operating officer (COO). In addition to 
ensuring that the President's and agency 
heads' priorities are implenented, COOs 
will be responsible for applying quality 
principles in transforming the agendes day-

EmrowUNG,Emmoym To GET REsuLT 

to-day management cultures, for improving 
performance to achieve agencies' goals, for 
reengineering administrative processes, and 
for implementing other National 
Performance Review recommendations. 

The COO will not add an additional 
position in the secretary's or director's staff 
Secretaries and agency directors should 
designate a deputy secretary or under 
secretary with agencywide authority as the 
COO. The COO will report directly to the
agency's top official. 

Action: The President should appointa 
Presdents ManagementCouncil to lad 
the qualty revolution andensure the 
implementationofNationalPerformance 
Reviewplan. 65 

A new President's Management Council 
(PMC) will be the Presidents chief 
instrument to retool management systems 
throughout the executive branch. It will act 
as the institutional lever to drive 
management and cultural chmges 
throughout the bureauc.-acy. The PMC will 
ensure that quality management principles 
are adopted, processes are reengineered, 
performance isassessed, and other National 
Performance Review recommendations are 
implemented. 

lnlss undenandswhata work 

processi how to map it, how'to analyzeand 
its emena eleet, no organian 

u ab lee nts oorganin 
ukbe ableto reap theenormousgainsin 
pefommnce thatcome with an involvedand 
empouedworkre. 

. FrankDoyle
feecuae Vice Pecen Geeral Elehric

R ting Government Summit, Philadelphia 
June 25, 1993 
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-ThePresident should appoint the 
Deputy Director for Management ofOMB 
to chair the PMC, and its progress will be 
overseen by the Vice President. The council 
will include the COOs from 15 majoraes and three other agencies designated 
bte chairperson, the heads of GSA and 
OPM, and the Presidents Dire ctor of 
Cabinet Affairs (ex officio). Its agenda will 
include setting priorities; identifying and 
resolving cross-agency management issues; 
establishing interagency task forces to 
transform governmentwidc systems such as 
personnel, budget, procurement, and 
information technology; and soliciting 
feedback from the public and government 
employees. It will secure assistance from the 
CEOs, officials and consultants who have 
helped transform major American 
corporations, state and local governments, 
and non-profit organizations. In 
addition, the PMC will condurt future 
performance reviews of the federal 
government and report to the public on 
its findings, 

Working together, the President, Vice 
President, PMC and every agency head will 
carry the quality message into the sleepiest 
comers ofthe bureaucracy. Successful and 
innovative agencies will be cheered; slower 
moving organizations will be prodded and 
encouraged until change occurs. 

Action: Thetiden sManagement 
Conil wig launch qualitymanagement 
"basictraining"forall employees, 
startingwith top offcials andcascade"g 
throughthe entire executive branch.& 

However pressing the need, we cannot 
expect leaders, managers and employees 
caught up in old ways to change overnight, 
To nurture a quality culture within 
government, we must help the entire 
workforce understand the President's vision. 
Unless we train everyone in the new skills 
they need--and help them understand the 
new roles they are expected to play-they 
can, through passive or active resistance, 
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frustrate well-intentioned attempts to 
progress. So first and foremost, everyone 
will need to learn what working and 
managing for quality isall about. 

The President and agency heads must 
send a dear message about their 
commitment by becoming directly involved 
in the design and delivery of quality training 
in their agencies. Therefore, the PMC, 
working with the Federal Quality Institute, 
will begin quality training with the cabinet 
secretaries and agency heads. Training 
sessions will focus on defining a shared 
vision, developing a strategy to embed that 
vision in the each department, committing 
participants to lead and be responsible for 
change, and establishing a process for 
training the next level ofmanagement. 

Even as agencies reorganize around 
quality and customers, their staff may need 
training to fiMlfU expanded job 
responsibilities. Line staff may need to learn 
budget and procurement processes. 
Managers may need help in becoming 
coaches rather than commanders. We will 
pursue the goal ofreaching the entire 
federal workforce with quality training. 

It isworth noting that some cabinet 
secretaries already are up on the quality 
learning curve. During the past few 
months, more than 60 top field managers, 
contract lab directors, and assistant 
secretaries have joined Energy Secretary 
Hazel O'Learyfor 6 days oftotal quality 
management training at Motorola 
University in Chicago. They've agreed on a 
mission statement, set the department's core 
values, and put strategic planning in 
motion. In the process, skeptics have 
become energized, egos have been 
subsumed, hidden agendas unearthed and 
dispensed. In the words of one participant, 
"Everyone is working as a team. We're 
incredibly excited about doing better. In just 
6 days ofquality

6
training,
7 

we have moved 
from I to 'we. 

Other departments are hot on Energy's 
heels. Such agency leadership ispivotal to 
moving quality forward. As leading quality 
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innovator Dr.Joseph Juran told Vice 
President Gore, "Aswe go at it energetically 
in the federal government.., we're still going 
to see some of the agencies step out in front 

Conclusion 
o change the employee culture in 

government, to bring about a 
democracy ofleadership within our 

bureaucraces, we need more than a leap of 
faith. We need a leap ofpractice. We must 
move from control to collaboration, from 
headquarters to every quarter. We must 
allow the people who face decisions to 
make decisions. We must do everything we 
can to make sure that when our federal 
workers exercise their judgment, they are 
prepared with the best information, the 
best analysis, and the best tools we have to 
offer. We must then trust that they will do 
their best-and measure the results. 

Indeed, we must let our managers and 

EMPOW IG EMPLOYEES TO GEr R sum 

and everybody else isgoing to watch. And 
as they get results and nobody's hurt in the 
process, others will be stimulated to do the 
same thing."68 

workers fail, rather than hold them up to 

public ridicule when they do. Only if they 
fail from time to time on their way to 
success will we be sure they are even trying 
to succeed. Someone once asked an old 
man known for his wisdom why he was so 
smart. "Good judgment comes from 
experience," he said. And experience? 
"Well, that comes from badjudgment." 

To transfbrm the culture of our 
government, we must learn to let go. When 
we do, we will release the same kind of 
creativity; energy, productivir, and 
performance in government service that 
was unleashed 200 years ago, and that 
continues to guide us today. 
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Chapter4 

CUTTING BACK TO BAsICS 

lie tapmn in who umites in kipstik on bAdhmom mirmnr, 

kill again."Howvin my ca thekidshouldbe, "Stopme befijreIsa some more."
 
Ifte *oY movi "Stop mw bej'ire.I
 

ruce Bair admitted to
"ealing" from the federal 

goenment--at a rate of 
about $11 an hour. His job 
was checking the weather in 
Russell, Kansas, every hour, 

and reporting to the Federal Aviation 
Administration. The FAA used his 
information to warn planes in the area 
about bad weather. But Russell isn't a busy 
flight station any more. Bai saw just two 
landings in more than a year during his 
night shift. Days were only slightly busier. 
Before the advent of automated weather 
gathering devices, human weather watchers 
at Russell and at other small stations 
throughout the Midwest were vital for 
aircraft safety. Today, they could be replaced 
with machines. "From my experience with 
the machine," wrote Bair, "it isvery 
adequate to protect the air space over 
Russell." In fact, Russell has had a machine 
for some time, but the FAA had not yet 
eliminated the human staff, 

Bair concluded hus letter to Vice 
President Gore with these words: "I feel 
there isvery little doubt among 
professionals that we are basically useless 
here." A few months later, he quit. Now he 
says, "I'm no longer stealing from the 
government."' 

Bruce Bair's story tells us much about our 

Letter from Bruce Bair of Schoenchen, Kansas, 
to Vice President Al Gore, May 24, 1993 

federal government: its entrenchment in old ways, its reluctance to question procedures, 

and its resistance to change. Its inflexibility 
has preserved scores ofobsolete programs. 
This isnot news to most of us
obsolescence ispart ofour stereotype of 
government. 

Why isit so difficult to dose unneeded 
programs? Because those who benefit from 
them fight to keep them alive. While the 
savings from killing a program may be large, 
they are spread over many taxpayers. In 
contrast, the benefits ofkeeping the 
program are concentrated in a few hands. 
So special interests often prevail over the 
general interest. 

That's why we can't eliminate 
unnecessary programs simply by main 
lists. Politicians, task forces, commissions, 
and newspaper artides have been ridiculing 
wasteful programs for as lone, -:we have 
enjoyed democratic government. But most 
programs survive attack After a decade of 
tight budget talk, for example, federal 
budget expert Allen Schick says he can 
identify just three major nondefense 
programs eliminated since 1980: general 
revenue sharing, urban development action 
grants, and the fast breeder reactor

2program.

To shut down programs, therefbre, we
 

must change the underlying culture of
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government As we described in the pricing makes economic sense, an(. by 
preceding chapters, we will do this by collecting what the government isowed in 
introducing market dynamics, sharing delinquent debt or fraudulent overpayment 
savings from cuts with agencies, exposing of benefits. 
unnecessaiy programs to the spotlight of Third,we will reengineer government 
annual performance measures, and giving activities, making full use of computer 
customers the power to reject what they do systems and telecommunications to 
not need. As government begins operating revolutionize how we deliver services. 
under these new rules, we are confident that The actions and recommendations 
agencies will request the consolidation and described in this Chapter are the first 
elimination ofprograms. Billions of dollars dividend on what we can earn from 
will be returned to taxpayers or passed on to streamlining government. They won't be 
customers. the last-or even the largest. The strategy 

We will begin this process today. of the National Performance Review differs 
First,we will eliminate programs we do from that of previous budget cutting efforts. 

not need-the obsolete, the duplicative, Our recommendations have been discussed 
and those that serve special, not national thoroughly with agency heads to determine 
interests. which cuts are warranted, feasible, and can 

Second,we will collect more-through be done quickly. We are ready to act with 
imposing or increasing user fees where the full force ofthe cabinet. 

STEP 1: EuNmn WHAT WE DON'T NEED
A fter World War II,a British Other programs are not so much 

commission on modernizing obsolete as duplicative. When confronted 
government discovered that the with new problems, we instinctively create 

civil service was paying a full-time worker to new programs. But we seldom eliminate the 
light bonfires along the Dover cliffs if a old programs that have failed us in the first 
Spanish Armada was sighted. The last place. Still other programs were never 
Spanish Armada had been defeated some needed in the first place. They were created 
years before-in 1588, to be precise. to benefit influential industries or interest 

This story may be apocryphal. But not groups. The Na.'.:onal Performance Review 
all such stories are. In Brooklyn, New York, has targeted several programs in each of 
there isa Federal Tea Room where a federal these categories for immediate elimination. 
employee sips imported tea to test its Although we make specific 
quality.3 For one hundred years, taxpayers recommendations in the pages that fMllow, 
paid for tht position. It was not until press we believe the goVemment must tackle the 
coverage angered enough members of problem s-stematically. The single best 
Congress that things were changed: now, tea method would be to give the President 
importers pay to have their tea tested- greater power to eliminate pork that creeps 
althdugh the taster remains a government into federal budgets. 
employee. 

These stories capture an essential truth Action: Giv the preidentgaemr 
about governments; they rarely abandon powrro cut itmsif speding bil/s 
anything. Like the FAA that employed 
Bruce Bair to check the weather, federal Today, the President's powers to cut 
agencies do many things not because they spending are limited-more limited than 
make sense, but because they have always most ofthe nations fifty governors. He can 
been done that way. They become like the either sign or veto appropriations bills; he 
fiuniture: They are simply there. cant veto individual items-a power most 
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governors nave. kor the 1'reslert to cut
 
wasteful spending, he needs the power of
 
what iscalled, in Washington, "expedited This isapreciousopportunityto make
fpndamontalchangein government Ilook 
rescission." Under current law, the President 

can submit proposed rescissions to
 

Congress, which then has 45 legislative days forwardto workingtogetheron areasof
 
to act. IfCongress does not act, proposals muuudagreemeni
 
are rejected. The President should have
 
greater authority to reject individual items.
 

Broader rescission powers were US. Pq. Wdllam F.Cinger (iL
Pwa) 
envisioned in HR 1578, which the House 
passed in late April 1993. This bill would 
force Congress to vote on the President's 
proposals to cancel funding, rather than let in ways that are compatible with our 
it kill those requests by ignoring them, as principle ofbetter services to customers. 
under current procedures. Ifenacted, the The President's Management Council will 
new procedure would, as President Clinton submit the report to Congress within 18 
wrote in a letter to House Speaker Thomas months showing which offices may be 
S.Foley, "provide an effective means for dosed, which can be consolidated and 
curbing unnecessary or inappropriate which can be slimmed. We urge Congress 
expenditures without blocking enactment to act quickly on this package.
ofcritical appropriations bills." We are confident that the savings will be 

large because several agencies are already 
committed to far-reaching reforms in their 

Eliminate the Obsolete field office systems. Their efforts will be 
models for those that haven't moved as 

Not all employees of useless programs act quickly as they prepare their plans for the 
with Bruce Bair's forthrighmess. But that President's Management Council. 
doesn't mean their offices or programs are 
any more useful. The vast nationwide Action: The Department ofAgricultw-,
network of 30,000 federal government willclose orconsolidate 1,200feld 

6
offices, for example, reflects an era when ope.
America was a rural country and the word 
"telecommunications" was not yet in the The Department ofAgriculture (USDA) 
dictionary. While circumstances have operates the most elaborate and extensive 
changed, the government hasn't. As a result, set offield offices-more than 12,000 
workloads are unevenly distributed-some across the country. Under Secretary Mike 
field offices are underworked, others are Espys leadership, the department is 
overworked, some are located too far from planning dramatic reforms. USDA runs 
their customers to serve them well, and few 250 programs in such vital but diverse areas 
are connected to customers through as farm productivity, nutrition, food sa6ety; 
modem communications systems. and conservation. Its focus has shifted 

dramatically since the 1930s, when its 
Action: Wtn 18 months, the present structure evolved: 60 percent ofits 
President's ManagementCouncil will budget new deals with nutrition; less than 
review andsubmitto Congressa report 30 percent with agriculture. 
on closingandconsolidatingfederal As the basis for reorganization, USDA 
civilianfaCltes 5 will concentrate its activities on six key 

functions: commodity programs, rurad 
All agencies will develop strategies to cut development, nutrition, conservation, food 

back or consolidate their field offic.e systems quality, and research. This focus will allow it 
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to consolidate from 42 to 30 agencies and Action: The Department ofEnergy will 
from 14 to six support staffs, cutting consolidateandredirectthe mission ofits 
administrative costs by more than $200 laboratory,production,andtesting
million over five years. facilities to meet post-Col Warnational 

As part of this process, USDA will priorities.10 

consolidate or dose about 1,200 field offices 
within the Agricultural Stabilization and For the first time in 50 years, the United 
Conservaticn Service, the Soil Conservation States isnot engaged in producing or testing
Service, die Farmers Home Administration, nuclear weapons. Significant reductions in 
the Cooperative Extension System, and the funding for these programs are already
Federal Crop Insurance Corporation. Some underway-$S1.25 billion in fiscal year
of these offices now serve suburban 1994 alone. Yet, the Department of 
counties, others have few rural customers Energy's weapons laboratories and 
left. In 1991, the General Accounting production plants represent an irreplaceable 
Office reported that in Gregg County, investment inworld-class research and 
Texas, the Agricultural Stabilization and development, intellectual, and computing
Conservation Service office served only 15 capabilities, carefully cultivated over five 
farmers; in Douglass County, Georgia, two decades. As the department redirects its 
USDA programs served a total of 17 facilities, the challenge isto eliminate 
farmers.7 unnecessary activities, while shifting

Field office closings will be determined appropriate resources to meet non-defense 
by a six-part scoring system developed to objectives. 
evaluate each office. Once in place, this Under Secretary of Energy Hazel 
restructuring will save more than $1.6 O'Leary's leadership, DOE will review its 
billion over five years and eliminate the labs, weapons production facilities, and 
equivalent of 7,500 full time employees, testing sites in the context of its mission-
Customers will be better served because and will recommend the phased
operations will be combined in multi- consolidation or closure of obsolete or 
purpose USDA field service offices. redundant facilities. The secretary will also 

identify facilities that other government
Action: The Deparment ofHousing agencies may find useful, encourage 
andUrbanDevelopment willstreamline laboratory managers to bid on contracts 
its rionaloffice system. 8 with other agencies, and increase 

cooperation with the private sector.The Department of Housing and Urban 

Development (HUD) has also developed a Action: The U.S. Army Corps of 
strategy to dose offices without cutting Engineerswill reduce the numberof 
customer services. Roughly 10,000 of regional offces." 
HUD's 13,500 employees work in field 
offices, but their workloads vary- the New The U.S. Army Corps ofEngineers, too,
York regional office monitors 238,000 has a plan: it will cut its divisional offices 
federal public housing units, the Seattle from 11 to 6. It cannot, however, dose 
office only 30,000 units. Management district offices because Congress prevented
restructuring, described in the previous such actions by law-an example of costly 
chapter, will streamline HUD's field congressional micro-managing. The Corps
operations.9 Under a five-year plan, HUD has carried out the nation's largest civil 
will eliminate all regional offices, pare down works projects. Its role ischanging: it builds 
its 80-field office system, and cut its field fewer large projects and faces more complex 
staff by 1,500 people. environmental projects. 

96 

http:underway-$S1.25
http:priorities.10


CUTTING BACK TO BASICS 

Action: The Smal Busine 
Administration will reduce the number of 
field offices andconsolidate seWvie.' 2 W e'llchallengethe basicassumptionsofevery 

program,askingdoes it work,doer itprovide
The Small Business Administration is 

developing criteria for consolidating field qualiyservice,does itencourageinnovation 
offices based on the customer load. It has andrewardhardwork. Ifthe answeris no, or 
already demonstrated in pilot programs it there'sabetter way to do itoriftheres 
how to cut local office staff by providing somethingthatthefideragovernmentis 
routine loan servicing for several local 
SBA offices and by adopting automated doing itshouldsimply.itpdoing welltry tomake the changesneededp
procedures for processing applications for 

the agencys many different loan programs. 

Pfsidwt Bg CnmtAction: The U.S.Agencyfbr 
Arouncm t ofcinihtive to stcrline gove3mentInternationalDevelopmentwill reduce 

Mah3,1993the nmnber ofits overseas missions.13  

With the dramatic changes in U.S. 
foreign policy, agencies with overseas Action: heDepartment ofState will 
operations are rethinking their reduce by 11 the number ofMarine 
responsibilities. J. Brian Atwood, Guarddetachments it employs. 16 

administrator for the U.S. Agency for 
International Development (AID), believes By consolidating the storage of top secret 
the number of countries in which his documents in overseas missions, the 
agency operates missions can be cut from Department of State can reduce the need 
105 to perhaps 50. Cuts will be made in the for Marine Guard detachments. The 
number ofmissions in developing countries Bureau ofDiplomatic Security has 
so that the agency's efforts can focus on identified 11 posts where the Marine 
those nations that can absorb and manage Security Guard program could be 
assistance. eliminated simply by moving documents to 

other places. 
Action: The UnitedStatesinformation 
Agency will cut the number oflibraries 	 Action: Pass legislationto allow the sale 

oftheAlaska PowerAdministration.' 7 
andreference centers itpaysfor ouerseas.14 

Savings are also possible in overseas The federal government once played a 
facilities maintained by the United States crucial role in financing, developing and 
Information Agency. USIA maintains operating the Alaska Power Administration 
libraries and other facilities in many (APA). No longer. APA was created to 
developed countries, as well as in emerging encourage economic development in Alaska 
countries. While facilities in the latter are by making low-cost hydro-power available 
often crowded, those in developed countries to industry and to residential customers. 
attract few customers: In Canada, for The project has succeeded and can now be 
example, a USIA library attracted only 568 turned over to local ownership. 
walk-in visitors in a year. Eliminating some The federal government retains four 
of these facilities or turning them over to other Power Marketing Administrations 
their host countries could save an estimated (PMAs), which own hydropower facilities 
$51.5 million through 1999.'5 and sell the power they generate to public, 

private, and cooperative utilities at cost. 
These PMAs serve customers spread 
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throughout many states, so the facilities 
cannot easily be sold to a local entity APA, 
on the other hand, isunique: Its facilities 
and customers are located in a single state. 
Various public agencies have already urged 
the federal government to sell the APA 
facilities. APA signed purchase agreements 
to do so before 1993. 

The sale issupported by state and local 
officials, Alaska's congressional delegation,
the Energy Department, the Office of 
Management and Budget, and the House 
Appropriations Committee. But Congress
has yet to pass the necessary authorizing 
legislation. We urge it to do so. The sale 
would bring $52.5 million into the U.S. 
Treasury and save millions more in yearly 
operating costs. 

Action: Terminatefederal grantfiuting 
firFederalAviationAdministration 
highereducationprograms.18 

Success has rendered two FAA federal 
subsidies obsolete. They have met the 
objectives for which they were established 
and can now be terminated. For example, in 
1982, the Federal Aviation Administration 
(FAA) launched a program to improve the 
development and teaching of aviation 
curricula at universities and other post-
secondary schools. The goal was to produce 
graduates better prepared for jobs in the 
industry 

So far, the FAA has spent about $4 
million on consultants to upgrade schools' 
programs Another $100 million was 
appropriated-most at Congress' insistence, 
rather than FANs request-to be given out 
in grants so that the schools could buy 
better facilities and equipment. Many 
schools now offer high quality aviation 
training programs without support from the 
FAA. Since $45 million of the 
appropriation remains unspent, stopping 
the program now can save tiis money. 

Another program we no longer need is 
the Collegiate Training Initiative for Air 
Traffic Controllers. It was set up to 
determine whether other institutions could 
Dffer the same quality training for 

controllers as the FAA Academy does. If 
they could, it would save the government
the $20,000 it costs to train each new 
controllcr at the academy. The answer is 
dearly yes. Five schools participating in the 
program are producing well-qualified 
controllers, although only two are receiving 
government subsidies. It is now time to 
phase out these remaining subsidies. 

Action: Close the Un'.r.d Services 
Univeity ofthe'Health Sciences. 19 

The Department of Defense (DOD) 
once faced shortages of medical personnel, 
particularly ofphysicians. So, in 1972, 
Congress created the Uniformed Services 
University of the Health Sciences. Today, 
the University provides less than 10 percent
of the services' physicians at a cost much 
higher than other programs: University 
physicians cost the federal government 
$562,000 each, while subsidies under the 
Health Professionals Scholarship Program 
cost only $111,000 per physician. Closing 
the facility and relying on the scholarship 
program and volunteers would save DOD 
$300 million over five years. 

Action: Suspendthe acquisitionofnm 
federa/off'espace.' 

Over the next 5years, the federal 
government is slated to spend more than 
$800 million a year acquiring new federal 
office space and courthouses. Under current 
conditions, however, those acquisitions 
don't make sense. 

The &deral workforce is being reduced, 
the Resolution Trust Corporation is 
disposing of real estate once held by failed 
savings and loans at 10 to 50 cents on the 
dollar, commercial office vacancy rates are 
running ii. the 10 to 25 percent range, and 
U.S. military bases are being dosed. All of 
these factors suggest that the government 
has many potential sources for office space
without buying any more buildings. 

The GSA administrator will place an 
immediate hold on GSAs acquisition
through construction, purchase, or lease
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ofnet new office space. The administrator Action:Conolidate trainingprograms 
will begin aggressive negotiations for forwwmployedpeople.,? 
existing and new leases to further reduce 
costs. And GSA will reevaluate and reduce Government's response to changing 
the costs of new courthouse construction. circumstance often creates duplication. As 
These actions should save at least $2 billion the economy has evolved, for example, we 
over the next 5 years. have created at least four major programs to 

help laid-offworkers: the Economic 
Dislocation and Worker Adjustment

Eliminate Duplication Assistance Act (EDWAA) program, which 
spends $517 million annually for those who 

Government programs accumulate like lose their jobs through plant dosings or 
coral reefs-the slow and unplanned major layoffs; the Trade Adjustment 
accretion oftens of thousands of ideas, Assistance program (TAA), which 
legislative actions, and administrative distributes $170 million for those who lose 
initiatives. But, as a participant at the Vice jobs due to increased imports; the Defense 
President's HUD meeting told us, "There Conversion Adjustment program, which 
isn't always a rational basis for the way we dispenses $150 million for those 
are set up in this organization. Over the unemployed because ofdefense cuts; and a 
years, branches have developed; they have program that allocates $50 million for those 
been taken over by divisions; and we don't unemployed due to the enforcement ofnew 
look at the organization as a whole." Now dean air standards. Even more programs are 
we must dear our way through these reefs. in the pipeline. 

The National Performance Review has But multiple programs aimed at 
looked at government as a whole. We have cordmon goals don't work well. 
identified many areas ofduplication. What Administrative overhead isdoubled and 
follow are recommendations for the first services suffer. Because each training 
round of cuts and consolidations. program isintended to help people 

rendered jobless for different reasons, people
Action: ElininatethePmsidents seeking work must wait for help until the 
Intelligence OversightBoard2 ' government determines which program 

they are eigible for. The process isslow. 
No branch of govemment-induding The General Accounting Office estimates 

the Executive Office ofthe President that less than one-tenth ofTAA-eligible 
(EOP)-is free of duplication. We will workers receive any benefits within 15 
begin the streamlining process in the EOP, weeks of losing their jobs, for example.23 

where two groups oversee intelligence-at The unemployed care less about why 
times tripping over each other and allowing they lost their jobs than about enrolling in 
some issues to fall through jurisdictional training programs or finding other jobs. 
cracks. The President, by directive, should Labor Secretary Robert Reich isproposing 
terminate the President's Intelligence legislative changes to consolidate programs 
Oversight Board and assign its functions to for workers who lose their jobs, regardless of 
a standing committee of the President's the cause. His bill would also allow more 
Foreign Intelligence Advisory Board. funds to be used before workers lose 

their jobs. In Chapter 1,we recommend 
the consolidation of20 education, 
employment, and training programs. We 
urge Congress to support both initiatives. 
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Action:Consolidate the Veterans' triplicate-multiple administrative systems
Emplonent and TrainingService and at all levels ofgovernment. 
theFoodStamp TrainingPrograminto Of these 230 programs, 160 will award 
the Emplonent andTraining money through 245 different national 
Administmation. 24  competitions this year. The cumbersome 

administrative systems divert money from 
Several training programs offer similar activities more central to the department's

services through the same offices- mission. These programs should be reduced 
sometimes even using the same in number and their procedures 
employees-but requiring separate streamlined. 
management and reporting systems. We can The department has begun reforming 
cut bureaucracy and paperwork while and streamlining programs, particularly
improving services to the customer by those under the Elementary and Secondary
merging these programs. Education Act. This will make it easier for 

Consider the case of the Veterans' schools to get the money without jumping
Employment and Training Service (VETS) through so many bureaucratic hoops. We 
in the Department of Labor (DOL). propose to eliminate and consolidate more 
Another operation in DOL, the programs that have served their original
Employment and Training Administration purpose or would be more appropriately 
(ETA), finds local Employment Services, funded through non-federal sources. The 
which, in turn, house staffdedicated to savings, as much as $515 million over 6 
providing veterans with advice on training years, can be better used for other 
programs. But these staffare legally departmental priorities. For example: 
prohibited from serving non-veterans. So, if 
a local office is crowded with non-veterans, The department administers two 
these specialists cannot help out--even if programs-the National Academy
they have no veterans to serve. Moving of Space, Science, and Technology
VETS into the ETA will generate much program and the National Science 
greater efficiency in the use ofstaff, leading Scholars program--that give 
to shorter lines and better service. scholarships to post-secondary math, 

We also recommend moving the Food science, and engineering students. 
Stamp Training Program into the ETA. These two should be combined. 
Most training under the program isalready 
performed under contract by ETA staff, by State Student Incentives Grants were 
the Employment Service, or by local created to encourage states to 
education institutions. Overall, ETA can develop needs-based student aid 
offer poor people a much more programs. Since all states now have 
comprehensive range of job-search and their own programs, the federal 
training services than can the Food Stamp program isno longer needed.Training Program. 

The Research Libraries' program
Action:Reducethe numberof funds research libraries to build their 
DepartmentofEducationprogramsfrom collections. University endowments 
230 to 189.25 could and should support these

efforts, without federal subsidy. 
The nation's concern with education has 

led to an explosion of programs at all levels
 
ofgovernment. The Education Department
 
now funds 230 programs, many ofwhich
 
overlap. Since many are grants to state and
 
local governments, we face duplication in
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Action: Elminat the Food Safity involved. The new FDA would have the 
andInspecion Service asaseparate power to require all food processing plants 
ageneyby.consolidating alfood safety to identify the danger points in their 
respnsiilties under the Food andDrug 
AAninistratifix2 

processes on which safety inspections would 
focus. Where and how inspections are 

Sometimes duplication among federal 
carried out, not the number or frequency of 
inspections, determines the efficiency of the 

programs can make us ill-even kill us. system. 
Take the way we inspect food for 
contamination. Several agencies are 
involved, each operating under separate 
legislation, with different standards, and 

The FDA would also develop rigorous, 
scientifically based systems for conducting 
inspections. Today, we rely, primarily, on 
inspection by touch, sight, and smell. 

with staff trained indifferent procedures. In 
1992, the Food and Drug Administration 
(FDA)-part of the Department ofHealth 

Modem technology allows more reliable 
methods. We should employ the full power 
ofmodem technology to detect the 

and Human Services--devoted about 255 
staffyears to inspecting 53,000 food stores, 

presence ofmicrobes, giving Americans the 
besr possible protection. Wherever possible, 

while the Food Safety and Inspection reporting should be automated so that 
Service (FSIS)-part of the Department of high-risk foods and high-risk food 
Agriculture-devoted 9,000 staff years to 
inspecting 6,100 food processing plants. 

processors can be found quickly. 
Enforcement powers should be uniform for 

But this duplication doesn't mean that all types of foods, with incentives built in to 
we cover all sources ofcontamination reward businesses with strong safety records. 
thoroughly. Meat and poultry products 
must be inspected daily, while shellfish, 
which have the same risk ofcausing food 

Action: Consofidatenon-military
intmationa broadcating.28 

borne illness, are not required by law to be 
federally inspected. Too many items fall The U.S. government funds several 
through the bureaucratic cracks. Not only overseas broadcasting services-including 
that, enforcement powers vary among the those operated by the United States 
different agencies. If the FDA finds Information Agency's Bureau of 
unsanitary plant conditions or Broadcasting, which accounts for one-third 
contaminated products, compliance is of the agency's $1.2 billion budget, and 
usually voluntary because the agency lacks services such as Radio Free Europe and 
FSIS's powers to dose plants or seize or Radio Liberty, which have budgets totalling 
detain suspect or kmown contaminated $220 million a year. All non-military 
products. And ifone agency refers a international broadcasting services should 
problem to another, follow up is at best be consolidated under the USIA. Pait of 
slow and at worst ignored1 7 this was propsed in the President's budget 

With no fewer than 21 agencies engaged request for fiscal year 1994. 
in research on food saety, often duplicating 
each other's efforts, we-arent progressing fast Action: Create asingle civilian polar 
enough in understanding and overcoming satellte systmn. 
life-threatening illness. As recent and fatal 
outbreaks of food-borne illness attest, Collecting temperature, moisture, and 
multiple agencies aren't adequately other weather and environmental 
protecting Americans. information from polar satellites is a vital 

Under our recommended streamlining, task, both for weather forecasting and for 
the FDA would handle all food safety global climate studies. But we have two 
regulations and inspection, spanning the different systems, one run by the 
work of the many different agencies now Department ofDefense and the other by 
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the National Oceanic and Atmospheric may involve violations of financial, firearms, 
Administration. On top of this, the immigration and customs laws, as well as 
National Aeronautics and Space drug statutes. Unfortunately, too many
Administration isplanning a third. Over cooks spoil the broth. Agencies squabble
the next ten years these three systems will over turf,fil to cooperate, or delay matters 
cost taxpayers about $6 billion. Congress while attempting to agree on common 
should enact legislation requiring these policies.
agencies to consolidate their efforts into a The first step in consolidating law 
single system, saving as much as $1.3 billion enforcement efforts will be major structural 
over the same period, changes to integrate drug enforcement 

efforts of the DEA and FBI. This will create 
ActIon:Tratuftr thefimcdins ofthe savings in administrative and support

RailroadRetiement Benefm Boardto functions such as laboratories, legal services,
otheragencies" training facilities, and administration. Most 

important, the federal government will get a
The government can operate with fewer much more powerful weapon in its fight 

pension management systems. In 1934, against crime. 
Congress set up the Railroad Retirement When this has been successfully
Board to protect railroad workers in the face accomplished, we will move toward 
offinancial problems, to allow workers to combining the enforcement functions of 
transfer among railroads, and to encourage the Bureau ofAlcohol, Tobacco and 
early retirement to create jobs for the Firearms (BATF) into the FBI and merge
millions ofyounger workers. In those days, BATFs regulatory and revenue functions 
the huge national public pension system, into the IRS. BATF was originally created as 
Social Security was not yet in place; neither a revenue collection agency but, as the war 
were the state-federal unemployment on drugs escalated, it was drafted into the 
insurance systems nor Medicare. law enfbrcement business. We believe that 

Today, it makes no sense for a separate war would be waged most successfully 
agency to administer benefits for a single under the auspices ofa single federal agency.
industry, Social Security Administration 
can administer social security benefits for 
railroad workers as it administers them for Efiminate Special Interest Privileges 
everyone else; unemployment insurance 
systems can serve unemployed railroad Some programs were never needed. They
workers as well as it serves other exist only because powerful special interest 
unemployed people; and the Health Care groups succeeded in pushing them through
Financing Administration can incorporate Congress. Claiming to pursue national 
railroad workers health care benefits into objectives, Congress, at times, funds 
the Medicare system.31  programs that guarantee profits to specific 

industries by restricting imports, raising
Action:Transfer law enforcement prices, or paying direct and unnecessary

functions ofthe DrugEnforcement subsidies. 
AdministrationandtheBureauof Special interest groups come in all shapes
Akoho4 Tobacco, andFirearmsto the and sizes and their privileges are as diverse. 
FederalBureau oflnvestigation.32  Producers of crops, residents ofcertain 

areas, and holders of some occupations have 
More than 140 federal agencies are all succeeded in persuading Congress that 

responsible for enforcing 4,100 federal their needs are special and their claim on 
criminal laws. Most federal crimes involve special treatment is deserving.
violations ofseveral laws and fall under the
 
jurisdiction ofseveral agencies; a drug case
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Action:inateftderalsupport
paymentsfor wool andmohair" 

pound more to borrow money than it 
charged bee keepers. Taxpayers paid the 
difference. If it were to scrap the program, 

During World War II and the Korean Congress would save taxpayers $15 million 
conflict, the U.S. was forced to import over the next six years. 
about half the wool needed for military 
uniforms. To cut dependence on foreign Action:Rescind a unobhgatedcontract 
suppliers, Congress in 1954 passed the 
National Wool Act, providing direct 

authorityandappMiationsforeisting 
highway demonsirationprojets35 

payments to American wool producers. The 
more wool a producer sold, the greater the The practice ofdirecting federal highway 
government subsidy. In 1960, the Pentagon funds toward spending on specific 
removed wool from its list ofstrategic demonstration projects--and away from 
materials. But the Wool Act remained in regular state-level allocations-is increasing. 
effect-a tribute to adept lobbying. 

Between 1994 and 1999, wool subsidies 
This isnot, for several reasons, a good 
trend. 

will cost an estimated $923 million. About In 1991, the General Accounting Office 
half the payments will go to ranchers who (GAO) examined the contributions of 
raise Angora goats for mohair-a product demonstration projects--which range from 
that is 80 percent exported. So American paving a gravel road to building a multi
taxpayers will subsidize the price ofmohair lane highway-to the nations overall 
sweaters overseas! In some years, subsidies highway needs. Looking specifically at the 
provide more income than sales. The 1990 $1.3 billion authorized to fund 152 projects 
mohair checks, for example, totalled $3.87 under the 1987 Surface Transportation and 
for every dollar's worth ofmohair sold. Uniform Relocation and Assistance Act, 

Today, about half the beneficiaries receive GAO found that "most ofthe projects...did 
only $44 a year each. But the top one not respond to states' and regions' most 
percent ofsheep raisers capture a quarter of critical federal-aid needs." Indeed, in more 
the money-nearly $100,000 each. The than half the cases, the projects weren't even 
national interest does not require this included in regional and state plan
program. It provides an unnecessary subsidy typically because officials believed the 
for the wealthy. projects would provide only limited 

benefits. GAO also discovered that 10 
Action:Fliminamfderpricesqpom projects--worth $31 million in 
forhoney. demonstration funds-were for local roads 

not even entitled to receive federal highway 
World War II also brought us federal funding. In other words, many highway 

subsidies for honey production. During the demonstration projects are little more'than 
war, honey was dedared essential because federal pork. 
the military used bees' wax to wrap Perhaps even worse, there's no guarantee 
ammunition, and citizens replaced rationed that all these highway demonstration 
sugar with honey. When honey prices projects, once started, will ever be finished. 
dropped after the war, the federal GAO noted that project completion costs 
government began subsidizing honey will greatly exceed authorized federal and 
production. state contributions, and that state officials 

The program was intended to be 
temporary-to last until there were enough 

are uncertain where they will find more 
funding. Further, only 36 percent of the 

honeybees available for pollination. But project funds GAO reviewed had even been 
more than 40 years later, every bee keeper in obligated by the beginning of fiscal year 
the U.S. iseligible for federal loans. In 1991, even though they were authorized in 
1992, the federal government paid 7 cents a 1987. Some projects with no activity since 
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1987 may never use their funds. Finally, 
no federal provisions allow for canceling 
or redirecting funds, nor can states 
redirect demonstration funds to other 
transportation projects. 6 

We urge Congress to rescind all 
unobligated authority and appropriations
for highway demonstration projects. Some 
ofthe savings would go to the taxpayers.
We recommend that all highway projects be 
forced to compete for any remaining savings 
through the normal allocation and planning 
processes set up inmore recent legislation. 

Action: Cut EksentialAirService 
subsidies. 7 

Sometimes, to push through controversial 
changes, Congress grants affected groups 
special privileges. This was the case when 
airlines were deregulated in 1978. Because 
people living in small towns feared the loss 
of air service, Congress created the Essential 
Air Service program. The program 
guaranteed continue services for a decade--
with federal subsidies if necessary The 
purpose was to allow these communities to 
learn to live in a deregulated environment. 

But the p:ogram didn't end in 1988 as 
scheduled. Quite the opposite. Congress 
extended it for another ten years and its 
budget has grown-from $30.6 million in 
1988 to $38 6 million in 1993. 

The program isunneeded: 25 subsidized 
communities are less than 75 miles from 
hub airports. It isalso costly, nine locations, 
receiving $3million in subsidies in 1992, 
carried five or fewer passengers a day-one 
community, only 60 miles from a hub 
airport, received subsidies averaging $433 
per passenger. 

Opposition to the program is rising. The 
Transportation Departments Inspector
General has conduded that the program's 
costs outweigh its benefits. And after many 
years of resistance, a Congressional 
subcommittee agreed this year that the 
program lacks merit-based criteria. It's time 
to prune these subsidies. We recommend 
eliminating subsidies to locations in the 48 
contiguous states within 70 miles ofa hub 
airport; limiting subsidies to no more than 
$200 a passenger, and giving the 
Transportation Department authority to 
establish more restrictive criteria over time. 
This would save $13 million a year. 

STE 2: COLLECTING MoRE
 
iven the size of the federal deficit, 
government must find better, more 
efficient, and more effective ways 

to pay for its activities. In Chapter 2, we 
showed how government could become 
more businesslike. In this section, we 
propose three ways to increase federal 
revenues: introducing or increasing market
based user fees, collecting what isdue the 
government in delinquent loans and in 
accidental or fraudulent overpayment of 
benefits, and refinancing debt at lower 
interest rates, 

Some people take advantage of 
government's largesse. They default on 
loans, or they double claim for health 
insurance benefits. Government has made it 
far too easy for people to get away with 
such actions. As a result, honest people are 

subsidizing their less scrupulous neighbors. 
Their actions raise the costs offederal 
programs, divert money from where it was 
intended, and discredit our system of 
governance. Here are the first steps we will 
take to end these practices. 

Raising User Fees 

Congress and federal agencies have shied 
away from charging for federal services. But 
government surely produces many goods 
and services for which consumers could, 
and should, pay." User fees can serve exactly 
the same function as prices do-providing 
federal managers with invaluable 
information about their customers. If 
customers like the services they are paying 
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for-if they find the experience ofvisiting a National Park System. One-third of NPS 
particular national park enjoyable, fbr primary paved roads are in poor or failing
example-revenues will increase. If the condition; a tenth of employee housing is 
agency can keep some of its additional obsolete or deteriorated; and 4,700 planned 
revenues, it will be able to pay the increased natural and cultural resource projects are on
operating costs associated wid its rising the waiting list for funding. Meanwhile,
number ofcustomers. ft will, as a result, demands on the parks are rising sharply as
learn to care about satisfying those the number of visitors--both American and 
customers. foreign-grows each year.3 

Paying for the services you receive also is 
an issue of fairness. Why should taxpayers Action:ALlow aftagencie greater
subsidize concessionaires or visitors to freedom in settingfesfor servicesandin 
National Parks, or pay the cost of how the revenuesfrom thesefes may be 
determining whether a business should used.9 
dump sludge into the nation's waterways?
Many services government provides because Even with a modest increase in fees, a 
they are in the national interest or because family of four will pay less to spend a week 
we do not expect people to pay for them. in Yellowstone National Park than they

But the customers of some government would to see a first-run movie. The
 
activities could and should pay. Many National Park Service should be allowed to 
agencies, including the Food and Drug keep 50 percent of revenues from fees to
 
Administration, The Patent and Trademark 
 pay for vital services and projects.
Office, the National Technical Information The natural fear isthat federal facilities 
Service, and the Securities and Exchange are monopolies and, unless their pricing
Commission already charge their customers policies were regulated, they would become 
fees. In some cases, these fees cover the full price-gauging profiteers. The concern is 
cost of operations. Taxpayers are not called appropriate, but the policies it has led to are 
upon to pay for the services that others not. We would not recommend that
receive. But, most agencies aren't allowed to national parks or documents repositories,
keep the fees-the revenues are sent to the for example, become federal profit
Treasury. Under these circumstances, centers-but they could, certainly, cover a 
agencies have no incentive to increase fees if larger part of their costs. They cannot 
market conditions merit it. charge exorbitant prices-after all, parks are 

Where fees are allowed, Congress often in competition with each other, and with 
limits them-removing any discretion from many privately owned recreation areas. The 
local managers. The National Park Service, market will control the revenues they can 
for example, cannot charge more than $5 realistically collect. 
per car or $3 a visitor at many parks. At Pricing policy is an important 
busy Yellowstone, Grand Teton, and the management tool, and we recommend thatGrand Canyon, fees are limited to $10 a Congress place it in the hands ofmany
vehide and $5 a visitor. Ending subsidies to more federal managers. The National 
concessionaires and moderately increasing Performance Review recommends 
fees would let the National Park Service increasing the use ofuser fees for many
invest more in its crumbling infrastructure, activities. For example:
and spend more to protect America's 
priceless natural heritage. * The FDA must ensure that 1.5 

Two-thirds ofall the National Park million food products imported each 
Services facilities charge no admission fee at year meet the same safety and 
all. Yet the Park Service suffers from a multi- labeling standards as domestic 
billion dollar backlog in infrastructure products. It also certifies the safety of 
repair and rehabilitation projects for the exported foods. Taxpayers, not 
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manufacturers, pay for these 
inspections. User fees could save 
taxpayers as much as $1.4 billion 
over 5 yearsA° The agency should 
also have the power to collect fees for 
conducting inspections and reviews, 
processing petitions and 
applications, analyzing samples and 
issuing device reports for food, 
drugs, devices, and radiological 
products. 

The Department ofVeterans Affairs 
runs a program to guarantee home 
loans for veterans. It lets them 
borrow at lower costs and make 
smaller down payments than would 
be possible without assistance, 
because the guarantee protects 
lenders in the event of foreclosure by 
reducing their potential loss. The 
department collects fees for this 
service, yet they are set very low. A 
modest increase in fees costing an 
extra $6per month, for example, 
would still provide homebuyers with 
better-than-market terms. Yet it 
would generate an additional $811.4 
million over 6 years.41  

Under the Clean Water Act, the 
Army Corps of Engineers issues 
permits for discharges of dredged or 
filled materials into rivers, lakes and 
streams. The Corps has processed 
15,000 applications at a total cost of 
$86 million. Yet it has charged only
token fees for its services, collecting 
only $400,000 annually. This 
amounts to a$12 million annual 
subsidy for commercial customers, 
according to Defense Department 
estimates. Higher fees would help 
not only taxpayers but Corps 
customers, because additional 
revenues could pay for faster 
processing ofapplications.42 

The Small Business Administration 
should have the power to establish 
user fees for the services they provide 
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through the nationwide Small 
Business Development Center 
(SBDC) program. SBDC customers 
like the services they get, so the 
revenues from fees will enable the 
centers to expand successful 
programs. 

Action:Int erevenes by nfin cing 
debt or raisingfrderalhydmpower rates 
to cowr fidl operating ccsts. 

The Power Marketing Administrations 
(PMAs), such as Alaska Power, were 
mandated in 1944 to sell their power at low 
rates to help promote development in 
sparsely populated areas. Rates are still low 
today; infact, the PMAs sell power to their 
public, private and cooperative utility 
customers at below market rates. Thus, the 
low electricity rates enjoyed by customers in 
some areas are subsidized by American 
taxpayers in others. Taxpayers subsidize 
PMA utility customers through low-interest 
loans. The interest rates most PMAs pay the 
government are artifically low.As the 
interest on the Treasury's long-term debt 
climbed in the 1960s, 1970s, and 1980s, 
the differential between those rates and rates 
on PMA loans created federal subsidies for 
these projects. 

The Energy Department will take 
immediate steps to increase revenues from 
hydropower operations. The department 
will set a new rate policy for specified PMAs 
to seek recovery of fall operating costs. As 
an alternative, the Energy Department may 
attempt to restructure the financing ofthe 
Bonneville Power Administration's debt, 
allowing Bonneville to issue bonds at 
market rates and repay its low-interest 
Treasury loans. The department will 
attempt to achieve such arefinancing with 
minimal effects on the near-term rates paid
by its customers by seeking favorable bond 
interest rates and lengthening terms of 
repayment. 
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Collecting Debt 	 result: a four-fold increase in collections 
since 1989. 

At the end of last year the federal The VA, now called the Department of 
government was owed $241 billion by Veterans Affairs, wants to go even further by 
former students, small businesses, farmers, expanding its cost recovery efforts into its 
companies developing alternative energy loan programs and establishing cost-sharing, 
sources-even foreign companies and performance incentives. Local hospitals, for 
governments. This makes the federal example, might be allowed to keep some of 
government the nation's largest lender. Of the revenues they generate to buy new 
this total, a shocking $47 billion-20 medical equipment. Overall, VA believes it 
percent ofthe total--was delinquent." could pull in another $500 million through 

To some extent, the federal government's 1999. 
unpaid debts reflect the fact that some of its Opportunities like this occur throughout 
loan programs operate more like grant the federal government. The Education 
programs. They are designed to meet Department, for example, wants to use the 
national poliLy goals such as increasing the additional repayments itwould collect to pay 
number ofphysicians in rural areas and for fin-ther collections of Higher Education 
supporting democratic governments Act debts. Budget offices tend to oppose the 
overseas. But in other cases agencies have idea ofsharing new earnings with the agency 
done a poor job in collecting what they are in question, because they want 100 percent 
owed. After all, agencies are rarely held ofthe earnings to meet deficit reduction 
accountable for unpaid loans. All too targets. But unless the agencies have 
frequently, neither are delinquent incentives to generate the earnings, they 
borrowers. rarely produce them in the first place. 

If agencies were to put a higher priority The solution istwofold. First, Congress 
on pursuing delinquent debt and if should allow agencies to use some ofthe 
Congress were to grant them greater money they now collect from delinquent 
flexibility in their debt collection debts to pay for further debt collection 
operations, the federal government could efforts. Second, it should increase the 
collect more ofwhat it is owed. The Office incentives agencies have to pursue debt 
of Management and Budget will work with collections, by letting them use a small 
each agency to develop debt collecting portion of their increased collections to 
strategies that employ the following invest inimproving their overall operations.expanded powers. Action: Eliminate retrctons that 
Action: Give agenciestheflexibility to prventfrderal ageneiesfrom using 
use some ofthe money they collectfrom private collection agencies to collect. 
delinquentdebts topayforfurtherdebt 	 debt.s 
colection efforts, andto keep aportionof 
the increasedcollections.45  	 In addition to sharing in their earnings,

agencies would benefit from being able to 
Small investments in debt collecting can use private debt collectors, as the 

yield high returns. In 1989, the GAO Department of Education has done. While 
discovered that the Veterans Administration we know how cost-effective private 
had not recovered $223 million in health collection agencies are, many agencies
payments from third parties, such as including the Farmers Home 
insurers. Congress then changed the rules, Administration, Social Security, the IRS, 
allowing the VA to keep a portion of and the Customs Service-are statutorily 
recovered third-party payments for prohibited from using private agencies for 
administrative costs. With this incentive, the job, even on a contingency-fee basis. 
the VA increased its recovery effort. The Congress should lift those restrictions. 
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Action:Authorize the Department of 
Justice to retainup to one percentof 
amounts collectedthroughcivildebt 
collctions to cover costs.4 

When borrowers default on their federal 
loans, the first step isfor the lending agency 
to try to collect-or, if permissible, to use a 
private debt collection agency. Ifthese 
measures fail, agencies refer claims to the 
Department ofJustice. While the 
Department handles the larger claims itself, 
it refers those under $500,000-which 
constitute 90 percent ofall claims-to local 
U.S. attorneys' offices. In overworked U.S. 
attorney's offices, debt collection isoften a 
low priority 

To encourage the Department ofJustice 
to collect debts, Congress should allow the 
department to retain 1 percent of 
everything it collects through litigating civil 
debt cases under $500,000. These retained 
funds should be used for paying staff 
working on debt collection, for paying case-
related costs, and for paying for training and 
other investments to improve local debt 
collection programs. 

Action: The Royaty Management 
Program will increasethe royalty 
payments it collects by developingnew 
computerprogramsto analyze and cross
veri data.48  

The federal government collects royalty 
payments from mining companies 
recovering minerals from federal land. The 
Interior Department's Minerals 
Management Service (MMS), the agency 
charged with the job, collects $4.7 billion 
annually. But its auditing system islimited 
and focuses heavily on the companies 
paying the largest royalties-so smaller 
companies don't always pay their share. The 
Department of the Interior will increase its 
collections-by as much as $28 million 
over five years-by developing better 
accounting and auditing systems. To make 
sure MMS can collect its dues, the Interior 
Department will ask Congress for 
permission to assess penalties on substantial 
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underpayments and to impose fees on a 
broader range ofadministrative costs. 

Action: HUD shouldoffer incentive 
contracts to private companies to help
fiderally subsidizedhome owners 
refinance theirmortgagesatlower rates.49 

HUD has succeeded in extending the 
dream ofhome ownership to many people. 
But the HUD section 235 program does 
not take advantage of lower interest rates 
because the assisted owners do not have 
enough incentive to go through the work 
and bother of refinancing. 

We recommend that HUD offer 
incentive contracts to private companies to 
let thenm share a percentage of the savings to 
the government of refinancing the 
mortgages. They could work with the home 
owners to arrange refinancing, doing the 
necessary leg work and make cost effective 
payments to home owners to induce them 
to refinance. Projected savings from this 
program could exceed $210 million 
over five years. Yet program beneficiaries 
would continue to receive exactly the 
same benefits. 

Eliminating Fraud 

While many think government steals 
from people, the reverse is also true: People 
steal from government. And, unlike private 
companies, some government agencies 
aren't very good at finding and prosecuting 
thieves. Moreover, the bureaucracy does too 
little to deter dishonest people. 

Action: Make it aflony to knowingly 
lie on an applicationfor benefits under 
thefideralEmployees' CompensationAct 
andamendFederallaw so individuals 
convictedoffraudareineligiblefor 
continuedbenefits.50 

The federal government manages many 
programs that provide benefits to people 
injured or taken sick. Not all the recipients 
are legitimate. When agencies discover 
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fraud, however, they are often hamstrung in caseload. The backlog of 700,000 pending 
their ability to terminate benefits-so they claims istaking priority over reviewing 
keep paying fraudulent claims. For example, continuing cases. 
under the Federal Employees' The agency isworking to create a single 
Compensation Act (FECA), the Office of disability claims processing system, but it 
Workers' Compensation Programs cannot needs greater budget flexibility to invest in 
terminate benefits even after finding that hardware and software and to redeploy staff 
someone made false statements about a to meet growing demands.54 

disability or an illness. 
In one case, a former federal employee Action:Createa earinghouseforthe 

collected almost $200,000 in benefits under reportng anddisclosure ofdeathdata.55 

the FECA disability program while 
working. When a witness told the Obviously, no federal agency should 
government about the fraud, the employee continue paying benefits after recipients 
hired someone to kill him. The employee have died. But stopping payments isnot 
was convicted offalsifying his application easy because sharing death information 
for FECA benefits, but the government among different levels ofgovernment is 
could not cut offhis compensation on the restricted and not always reliable. The Social 
basis of his original false statements alone.5' Security Administration regularly obtains 

death information from states under 
Action: Improveprocessesfor remoing agreements with each ofthem (except 
peoplewho areno longerdisabledfrom Virginia). But most agreements restrict 
diability innurance rols 5 SSAs disclosure ofdeath data, so the 

information the SSA collects cannot always 
The Social Security Administration be shared with those running other 

serves more than 10 million people through federally- and state-administered benefits 
two disability programs, Disability programs. The result is millions of dollars in 
Insurance and Supplemental Security overpayments. For Americans living 
Income. But the General Accounting Office overseas, the problem is even worse. SSA 
has estimated that 30,000 ofthese recipients gives benefit checks to overseas embassies to 
are no longer eligible. Overpayments from deliver. The State Department claims that 
the trust funds to ineligible people are SSA must check that the recipients are still 
projected to reach $1.4 billion by 1997.53  alive; SSA says that it's the State 
The Social Security Administration faces a Department's job. 
dual problem: overpayment to unlawful We need not serve customers who are no 
claimants and lengthy delays in providing longer alive. Congress should amend the 
benefits to legitimate claimants. Using Social Security Act to allow SSA to share 
present management practices, the agency death information with other programs.' 6 

lacks the staffto review its rapidly escalating 
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STEP 3: INVFSI G IN GREATER PRODUCT VITY 
ne ofthe greatest obstacles to and Justice operate working capital funds 
innovation ingovernment is the that finance specific innovations, such as 
absence of investment capital. The modernizing information technology and 

appropriations for most federal agencies last computer systems. And the Commerce 
only one year: anything left over at the end Department has a Pioneer Fund that gives 
of the year disappears. So it's difficult for employees cash grants (rather than loans) of 
organizations to scrape together enough up to $50,000 to finance quality and 
money to make even small investments in productivity improvements. The money 
training, technology, new work processes, or can be used for supplies, equipment, or 
program innovations. We have expert services. Some funds have financed 
recommended that agencies be allowed to projects related to advanced technology; 
keep half of any savings they can generate. such as the development of public 
In addition, we propose a series of information on CD-ROMs. 
innovation funds from which they can State and local governments use this 
borrow. When managers and their approach quite often. Many cities have long 
employees are allowed to borrow for long- had some form of innovation fund. In 
term investments, they have a real incentive Florida, Governor Lawton Chiles cut 
to implement creative new ideas. departmental budgets by five percent across 

The IRS and Interior Department the board, then gave halfback to agencies 
already have innovation funds.57 Treasury that developed plans to invest in higher 

The Productivity Bank: Paying When the Department of License and 
Big Interest in Philadelphia Inspection beefed up collection and 

enforcement efforts and generated $2.8 million 
Mayor Ed Rendell says it's not hard to more than expected in 1992, Rendel said, the 

change incentives so that public employees save cty let the department keep $1million of the 
money. savings to hire more inspectors and, in turn, 

"We tell a department, 'You go out there and exceed the $2.8 million in 1993.
 
do good work,'" Rendell told the National The city also opened a Productivity Bank,
 

Performance Reviews Reinventing Government from which departments can borrow for
 
Summit in his city. "You produce more investment-type projects-that is,capital
 
revenue. You cut waste. And we'll let you keep equipment--to produce either savings or
 
some of the savings of the increased revenue.'" enough revenues to repay the loan in five yeamrs. 

Traditionally, the mayor said, "every nickel To ensure that departments don't apply
 
that they would have saved would have gone frivolously, the city subtracts loan payments
 

right back to the general fund... They would from annual departmental budgets.
 
have gotten a pat.on the back, but nothing Successes already abound. The Public 
else." Now, city employees save because their Property Department repaid a $350,000 loan 
departmentr can keep some ofthe savings for to buy energy efficient lamps in one year-after 
projects to help them perform better. saving $700,000 in energy costs. 
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productivity and effectiveness. government investments in4 productive fixed 
At the federal level, one important use for assets, like computer systems. Right now, 

such funds would be technology we count a $5million investment to 
investments. These are often considered too purchase a Local Area Network computer 
expensive for agencies' operating budgets, system in exactly the same way as we count 
even though they save money in the future. $5 million spent on staff salaries. American 
The Agency for International Development, businesses do it differently. Business 
for instance, needs a centralized information depreciates fixed assets over time: If the $5 
management system to coordinate its million computer system has a useful life of 
central office with its international field five years, then its $5 million acquisition 
offices. Because its information systems lack costs will be spread out over five years. Poor 
essential data and are not coordinated, they choices of capital investment and the 
provide inconsistent, inaccurate, and acquisition methods are currently costing 
incomplete reporting that managers the taxpayer millions ofdollars each year. 
frequently do not trust. Agencies such as Listen to Eleanor Travers, the director of 
AID should have authority to create Pathology and Laboratory Medicine for the 
innovation funds for capital investment Veterans Hospital Administration. She told 
loans to reduce future operating costs. the National Performance Review meeting 

at the Department ofVeterans Affairs in 
Action: Allow all agencies and August 1993:depanmenti to create inmovaionfimd 

Procurementofequipment is held up 
Congress should authorize a two tier becausecapitaldollarstepurchase 

system of innovation funds: small loan equipmentarefrozen.Andyou asked 
funds within agencies; larger funds at the what dumb ruiesthere were we could 
departmental level. These would be change.Allow ourhospitaldirectorsand 
capitalized through retained savings from ourtop managers to use operatingdollars 
operational appropriations. For tie new when theyfind its necessaryto do leasing 
system to work well, Congress should allow ratherthanpurchasing... Pleasehelp 
all new and existing innovation funds to us loosen up the capitalfindso thatwe 
invest in joint projects with other agency don'thave togo to Congressandwait 
funds, with state or local governments, or two anda halfyearsfr this line item to 
with industry. change. 

If managed according to market 
principles, innovation funds would produce The budget should recognize the 
measurable improvements in agency special nature and long-term benefits of 
efficiency and significant taxpayers savings. investments in fixed assets through a 
Strict repayment schedules, with interest, separate capital budget, operating budget, 
would discourage careless borrowing. and cash budget. The separate capital 

budget will explicitly show expenditures on 
Action: The government should enswure fixed assets, and will help to steer our scarce 
thatthere isno bzugerbiasagainstlong- resources toward the most economical 
term inveatments.59  means of acquisition of the most needed 

assets. The cash budget reflects the effect of 
Part of straightening out the govern- both the capital and the operating budget 

ments books will involve adopting some on the economy. Therefore, the discipline 
financial distinctions that business uses. of the cash outlay caps in the Budget 
Federal bookkeeping rules discourage Enforcement Act must be maintained. 
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'SmE 4: REENGINERG PROGRAMS 
10 CuT Cosm 

n the past turbulent decade, many performance reiew could never learn 
companies have been forced to enough about internal agency work 
recognize that they weren't organized in processes to redesign them intelligently. Bui 

the right way to do what they were doing. we can begin to redesign several broad 
Their organization structure reflected government-wide processes: The way we 
history, nor current needs. Reform wasn't design programs, develop regulations, and 
easy-too many people had vested interests resolve disputes. 
in preserving their particular part of the 
organization. As a result, most attempts at 
reorganization were reduced to shifting Electronic Govemment 
things among different boxes on 
organizational charts. Businesses found that The history of the dosing decade of this 

century is being written on computer. You 
wouldn't know it if you worked for many 

W e aredeterminedto movefrom an federal agencies, however. While private 
businesses have spent the past two decades 

induwria agegovernment to infrrmationage either getting rich by developing new 
governmen from agovernmentpre-ocupied computer technologies or frantically trying 

to keep up with them, government isstillwith sustainingitsefto agovernment clearly 
doing things our parents--perhaps even our 

focusedon servingthepeople grandparents--would recognize. 
Offshoots ofthe unexpected and fertile 

Vk Pd aiAl Gore marriage between computers and 
May24, 1993 telephones have changed just about 

everything we do-how we work, where we 
work, the design ofthe workplace, and the 
skills we need to continue working. 

the only way to break the mold was to Organizations don't need as many people 
reengineer-to forget how they were collecting information because computers 
organized, decide what they needed to do, can do much of it automatically. They don't 
and design the best structure to do it. An need as many people processing that 
obvious insight? Perhaps. But the best ideas information because clever software 
are always the ones that seem obvious- programs can give managers what they need 
after their discovery at the press ofa button. 

We will reengineer the work of Factories don't need to stockpile large 
government agencies in two ways. First, we inventories because smart machines on the 
will expand the use ofnew technologies, assembly lines order components from 
With computers and telecommunications, equally smart machines working for 
we need not do things as we have in the suppliers. Yet government agencies stand 
past. We can design a customer-driven guard over warehouses ofunused office 
electronic government that operates in ways furniture. Retailers ship the right size of 
that, 10 years ago, the most visionary clothing to customers as soon as they receive 
planner could not have imagined, a telephone order and a credit card number. 

Second, we will speed up the adoption of Yet we can't pay our taxes that way. 
new ways to improve federal operations. Computer companies give technical 
Most of this work will be done by the advice f r our computers and software over 
federal agencies themselves. An outside the telephone 24 hours a day by fax, 
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modem, or voice. Yet, the Social Security thousands of administrative staffyears. 
Administration can'tdo the same. More than 3 billion food stamps will be 

Failure to adapt to the information age printed this year and distributed to more 
threatens many aspects ofgovernment. Take than 10 million households. Each month, 
the State Department, a globe-spanning 210,000 authorized food retailers receive 
organization dependent on fast and accurate these coupons in exchange for food. These 
communications. Its equipment is so old- retailers carry stacks ofcoupons to 10,000 
fashioned that the Office ofManagement participating financial institutions, which 
and Budget says "worldwide systems could then exchange them with Federal Reserve 
suffer from significant downtime and even Banks for currency. The Federal Reserve 
failure."60 According to OMB, its systems Banks count the coupons-although they 
are so obsolete and incompatible that already have been counted more than a 
employees often have to re-enter data dozen times--and destroy them. The 
several times. These problems jeopardize administrative cost ofthis system-shared 
our ability to meet our foreign policy equally by federal and state governments-
objectives, isalmost $400 million a year. 

Or think about the way our government We will support Agriculture's 
sends out checks. For 15 years, electronic commitment to the goal of issuing food 
funds transfers have been widely used. They stamps electronically by 1996. Electronic 
cost only 6 cents per transfer, compared benefits transfer could eliminate the paper 
with 36 cents per check. Yet each year, chase, improve services to customers, and 
Treasury's Financial Management Service reduce fraud. At the same time, it could be 
still disburses some 100 million more used to authorize Medicaid payments, 
checks than electronic funds transfers. distribute welfare payments, infant 

We still pay about one federal employee nutrition support, state general assistance, 
in six by check and reimburse about half of and housing assistance. It could eliminate 
travel expenses by check. Only one-half of billions ofchecks, coupons, and all the 
Social Security payments--which account other paperwork, record keeping and 
for 60 percent ofall federal payments--are eligibility forms that dutter the welfare 
made electronically, making SSA the world's system. 
largest issuer ofchecks. Only 48 percent of Why has business moved faster than 
the Veterans Affairs Department's payments government into the electronic 
are made electronically. Fewer than one in marketplace? In the first place, government 
five Supplemental Security Income isa monopoly. Public organizations don't go 
payments and one in ten tax refunds are out of business if they don't have the latest 
transferred electronically 61 We have only and smartest machines or the best approach 
begun to think about combining electronic to managing resources. In the second, 
funds transfers for welfare, food stamps, employees who do want to modernize 
subsidies for training programs, and many management have their hands tied with red 
other government activities, tape-detailed budgets and cumbersome 

Private financial transactions have procurement procedures--that deter 
become a lot easier in the past decade: bank investment. Finally, there isa natural 
cash machines are open 24 hours a day, indination, familiar to private and public 
credit cards let us avoid carrying cash, and managers alike, to do things as theyve 
we can buy goods over the telephone. This always been done. 
saves many of us a lot of time and money. It What can we do to help our federal 
could save the Government a lot of time bureaucracy catch up? 
and money, too. Consider the paper chase 
involved in running the welfare system. The 
Food Stamp Pror ,alone, involves 
billions of bits of paper that absorb 
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ActIon:Spport the rapid dmeopment 
ofa natonidesystem to der 2 

aovement benefits ek. 

OMB has already begun the process. The 
electronic benefits transfer steering 
committee, which OMB oversees, will 
develop an implementation plan for 
electronic benefits transfer by March 1994. 

The system isworkable with todays 
technology. For cash programs such as 
federal retirement, social security, 
unemployment insurance, or AFDC, 
benefits would be electronically deposited 
directly into recipient bank accounts 
electronically. If people didnt have bank 
accounts, these could be created once the 
individual enrolled in a program. For "non-
cash" programs such as food stamps, 
participants would have accounts through 
which they could make )urchases at 
approved food stores-analogous to credit 
cards with credit limits. Stores would debit 
accounts as eligible items were purchased. 
The entire system could operate on or be 
compatible with the existing commercial 
infrastructure through which private funds 
are transferred electronically. 

Agencies have begun experiments with 
electronic benefits transfers. Welfare checks, 
food stamps, and state-collected child 
support, for example, are distributed 
electronically in Maryland. There are test 
sites in Iowa, Minnesota, New Mexico, 
Ohio, Pennsylvania, Texas, and Wyoming.
We know that a joint federal-state effbrt to 
transfer welfare benefits electronically 
works-and works well. The system is 
strongly supported by recipients, the state 
welfare agencies, food retailers, banks, and 
participating commercial networks. We also 
know that direct federal delivery of funds by 
electronics iscost-effective. We can't yet 
project with certainty what the savings 
might be, but preliminary estimates suggest 
$1 billion over five years once electronic 
benefits transfer offood stamps is fully 
implemented. 

In the future, the concept ofelectronic 
government can go beyond transferring 
money and other benefits by issuing plastic, 
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"Smart" benefit cards. With a computer 
chip in the card, participants could receive 
public assistance benefits, enroll in training 
programs, receive veterans services, or pay
for day care. The card would contain 
information about participants' financial 
positions and would separately track their 
benefit accounts-thus minimizing fraud. 
Electronic government will be fairer, more 
secure, more responsive to the customer, 
and more efficient than our present paper 
based systems. 

Barriers still stand in the way.Agencies 
will have to work together to develop a 
comprehensive nationwide strategy for 
implementatior; it will do no good for each 
agency to develop its own process. We will 
need to strengthen the partnership between 
state and federal governments in developing 
and operating the system. We will have to 
eliminate some regulations that would 
prevent this radical change in how 
government operates. And the National 
Institute ofStandards and Technology will 
have to issue final standards and protocols 
for electronic signatures to facilitate 
electronic funds transfers and the electronic 
approval ofbudget and financial 
documents. 

Actlon:Fedraagncieswillo p nd 
theirwe ofeec~mm goveniment . 3 

Opportunities abound for cutting 
operating costs by using
telecommunications technologies. The 
National Performance Review has identified 
several projects that would improve 
government's productivity and reduce the 
burden of reporting on individuals and 
businesses. 

The IRS is introducing an efficient 
computer system, automating tax returns, 
and creating a wholly new work 
environment for its 115,000 full-time 
personnel. The agency currently operates a 
computer system put together in the 
1960s-not the tool our principal revenue 
collector should be using. To make the new 
system work, the agency will need to figure 
out how to train its staffto operate in a 



CurMG BACK TO BASIcs 

reengineered agency. We will support the We will continue investing in the Social 
agencys investments in new hardware and Security Administration's massive project to 
training, as discussed in Chapter 3. create a single nationwide disability 

The IRS will also manage the creation of processing system.66 This will require 
an integrated electronic system for financial considerable investments in new 
filing, reporting, and tr payment by 1996. telecommunications and computer systems 
The system will serve federal, state, and as well as in staff retraining. It will also 
local taxpayers. It will allow the electronic mean that the SSA will have to work 
filing of tax returns by individuals and cooperatively with state-run disability 
companies, the electronic reporting of determination offices, set performance 
wages and withholding information, and standards, and take over those that don't 
other data required by all levels of meet standards. Many of the system's worst 
government. In addition, the inter-agency processing bottlenecks are in the state offices 
Wage Reporting Simplification Project that approve individual daims. 
(WRSP) will be in place quickly-allowing 
businesses to file information once to serve 
many different purposes. The savings from 
fully implementing this program over the Money for Numbers 
life of the system have been projected at 
$1.7 billion for government agencies and 
$13.5 billion for private employers. The National Technical Information Service 
Individuals will be able to file federal and runs a large and complex information collection 
state income taxes simultaneously through and marketing operation. It is the nation's largest 
an Electronic Data Interchange, with their c ghu for scientific and technical 
privacy protected and fraud prevented inghouse ors tec fioa o 
through digital signature standards. information. Yet it covers the costs of its operations 
Electronic filing alone will save the IRS and without receiving a penny in federal 
state agencies from having to mail out the appropriations. Its customers pay and their 
equivalent of 75 boxcars of forms. 

-

Working together, the Labor numbers are growing evey year. 
Department and 11S will develop an NTIS's archives contain about 2 million 
automated system all employers can use to documents (from research reports to patents), more 
file electronically the pension plan forms than 2,000 dat files on tape, diskette, or CD
employers required by the Employee 
Retirement Income Security Act.61 At ROM, and 3,000 software programs. This resource 
present, it costs the Internal Revenue is growing at the rate ofabout 70,000 items each 
Service more than $10 million a year to 
enter all these forms into its data base. y NTIS's press releases, on-line services, and 

CD-ROMs serve 70,000 customers, three-quartersThe Labor Department will develop 
computer programs to determine quickly of whom are from business and industry 
the appropriate wages on federal service In 1991, NTIS collected $30.7 million in 
contracts. 6Currently, all federal agencies revenues -77 percent from its dearinghouse 
contracting for services-from deaning 
services to building management-must activities, the rest from other government agencies 
apply to the department for a determination that reimburse NTIS for patent licensing services, 
of appropriate wages. The process is and from billing other agencies fur producing and 
supposed to ensure that federal contracts 
don't undermine local prevailing wages. The distributing documents. NTIS isrequired by law to 
process takes an average of 57 days and, be self-sufficient. 
with a growing number ofservice contracts, 
more and more are subject to delays. 
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Some of these investments will require
Congressional appropriations. But some can 
be financed through the innovation funds,
described above, and some will become 
possible to pay for as soon as rigid budget
regulations are relaxed. 

Action: Federdagencies wal&uoW
andmarketdata bases to 6wi ss. 67 

Federal agencies must treat the data they
compile and process as potentially valuable 
resources. Congress alerted the bureaucracy 
to the value ofinformation in 1991 by
passing the American Technology
Preeminence Act. The act required federal 
agencies to transfer to the National 
Technical Information Service copies of 
federally funded research. At NTIS, the 
information isorganized and made available 
to research scientists in academia and in 
industry. NTIS has developed an aggressive
marketing strategy and pricing policy that 
have greatly increased its revenues. 

The Census Bureau has pioneered the 
use ofcomputer technology such as CD-
ROM technology to make federal data 
available. By 1992, the Bureau sold census 
data to 380,000 customers on tape or disc 
directly, and served another 1.1 million 
customers indirectly. 

Unfortunately, some federal agencies lag 
behind private data retailers in the services 
they offer their customers. People buying 
Census data must order it through paper
order forms or by telephone during business 
hours--only 9 hours a day, 5 days a week. If 
private software companies offer 24-hour a 
day technical support, so should the Census 
Bureau. 

Other agencies will begin to exploit the 
potential of the information they collect. 
The Commerce Department, for example,
will develop a manufacturing technology
data bank that brings together information 
residing in the National Institute of 
Standards and Technology, the Defense 
Department, federal research laboratories, 
and other organizations. Commerce will 
also use its climate data as the basis for 
developing a National Environmental Data 

Index. Good dam will be vital in solving the 
problems associated with global climate 
changes. The U.S. must be a leader in 
developing these information resources. 

Action:Inpanrnmh with state and
Actdio:Fnn adsivawedompan' 
we willcerate a Nationa SpatialData
infrastructwa 

Dozens of agencies collect spatial data
for example, geophysical, environmental,
land use, and transportation data. They
spend $1to 3 billion a year on these efforts. 
The administration will develop a National 
Spatial Data Infrastructure, (NSDI) to 
integrate all of these data sources into a 
single digital resource acccssible to anyone
with a personal computer. This resource will 
help land developers and conservationists, 
transportation planners and those 
concerned with mineral resources, and 
farmers and city water departments. 

Because ofthe value of the data, it will be 
possible to attract private sector funding for 
its collection, processing, and distribution. 
The Federal Geographic Data Committee, 
which operates under the auspices ofOMB, 
plans to raise enough non-federal funding 
to pay for at least 50 percent of the project's 
cost. It will set the standards for data 
collection and processing by all agencies to 
ensure that NSDI can be developed as 
economically as possible. 

Action: The Interna/RevenueService 
wi/!deveop a system thatlenpeoplepay 
taxes by credit cang' 

The Customs Service lets people pay 
duties on imported goods by credit card. 
Americans should have the same convenient 
way to pay taxes. It will save time and cut 
the IRS's collection costs.70 There isone 
hitch: Those who pay by credit card could 
avoid paying back taxes simply by filing for 
personal bankruptcy. This escape
mechanism can't be employed today 
because back taxes are, under bankruptcy 
law, a "non-dischargeable" debt-that is, 
they are a debt that remains even after 
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someone becomes insolvent. Therefore, the to target training programs on dislocated 
use of credit cards for tax payments should workers, we didit anticipate the 
be delayed until Congress has amended the bureaucratic hassles involved in establishing 
bankruptcy statute to prevent taxes paid by eligibility. 
credit card from becoming a dischargeable But the fact that we didnotanticipate 
debt. Our goal isto increase customer consequences does not mean that we could 
convenience, not to open up another nothave done so. Many different programs 
loophole through which people can dodge have been tried-by federal agencies, by 
paying delinquent taxes. state and local agencies, and by 

governments overseas. We have but up 
what lawyers would call "case law": lot- of 

Reengineering to Use useful precedents about what works and 
Cost-Cutting Tools what doesn't. The trouble isthat, unlike 

case law, these precedents aren't easy to find. 
Our reinvented government will be able Congressional staff or agency employees 

to cut further costs by using new ways to designing new programs have no systematic 
carry out traditional duties. To begin with, way to find out what has been tried before 
we will have to get a lot smarter about how and how well it has worked. The result? 
we design government programs. The Endless reinvention of third rate or failed 
President's Management Council will play a programs. 
lead role in helping government learn from In 1981, for example, the chairman of 
its past failures and successes to design the House Banking Committee asked the 
better programs. In addition, new Congressional Budget Office if it knew of 
approaches to regulation-such as any studies evaluating government loans as 
negotiated rule making-can reduce an effective policy tool. CBO did not. Yet 
conflict and produce better results. Finally, the federal government had lent hundreds 
alternative techniques for resolving disputes of billions of dollars-and it continues to 
can avoid many of the costs of traditional do so today. The price we pay for this 
litigation, ignorance isa mountain ofdelinquent debt 

and a raft of discredited government 
Action: The PresidentsManagement initiatives. Too many policies and programs 
Councilwillhelp agencies designand are built on equally feeble foundations. 
redignbetterprograms.70 In 1988, Congress recognized this 

dilemma and provided for the 
As taxpayers and customers we have establishment ofa National Commission on 

been, time and time again, victims ofthe Executive Organization, patterned after the 
thoughtless expansion ofgovernment. first Hoover Commission. Its charter would 
When new programs were introduced or have induded a requirement to "establish 
old ones retargeted, little thought was given criteria for use by the President and 
to what economists blandly label "second Congress in evaluating proposals for 
order effects"-the unintended and government corporations and government
unwanted consequences ofactions. These sponsored enterprises and subsequently 
unintended consequences are the collateral overseeing their performance." 71 The new 
damage responsible for so much of the commission could have been activated by 
waste documented in this report. When we presidential directive. It was not. 
placed limits on crop deficiency payments, To begin our attack on ignorance, the 
we didn't realize how easy it would be to President should direct the President's 
establish eligible shell-corporations. When Management Council to make program 
we added new procurement standards, we design a formal discipline throughout the 
didn't anticipate the difficulties caused by federal government. The PMC will 
centralized decision making. When we tried commission the preparation and 
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publication ofa program design handbook 
and establish pilot efforts within agencies to 
strengthen their ability to design programs. 
These pilot programs will help senior 
management design new programs, evaluate 
current programs, and create models for 
many different types ofprograms (research 
contracts, loan programs, tax preferences, 
and insurance programs to name just a few.) 

Since many programs originate in 
Congress, the Legislative branch should also 
work to improve staff capacity. We urge the 
Offices ofthe Legislative Counsel, the 
Congressional Research Service, and the 
General Accounting Office to fill this role. 
As both the legislative and executive 
branches elevate the discipline of program 
design, we will get better programs and less 
contentious relations between the two 
branches of government. 

But we need more than good programs. 
We need better rules and more efficient 
rulemaking. Federal agencies administer 
tens of thousands of laws, ruls, and 
regulations-and the number isgrowing 
quickly. For better or worse, government's 
rulemaking, even more than its 
appropriations, shapes our lives. 

Costs, for the most part, are ofliet by 
benefits. Our system of laws and rules isthe 
fbundation for our economic success. It 
defines and protects personal and property 
rights and provides the framework for the 
orderly conduct of social and business 
affairs. 

But some aspects of rulemaking don't 
work well. As rules extend into increasingly 
complex areas of our environment, 
workplace safety, health, and social rights, 
their consequences-both deliberate and 
unintended-also grow. As this happens, 
we intioduce more and more safeguards 
into the rulemaking process. The result is 
not always what we want. Hearings, 
reviews, revisions, more reviews, more 
hearings, and even more reviews are 
cumbersome, costly, and time consuming. 
For example, because the Department of 
Health and Human Services has been slow 
to issue regulations on such vital areas as the 
allocation of funds fbr the elderly and fbr 

children, states have had to introduce their 
own regulations without the benefit of 
federal guidance. Some of these state 
regulations have later been overturned after 
federal regulations were eventually issued, 
leaving states financially liable. 

New rules and regulations can also 
generate costly litigation-a bonanza for 
lawyers. Agencies writing the rules to 
implement environmental laws, according 
to one expert, often find "too frequently 
that their proceedings become a 
battleground for interest groups and other 
affected parties-in effect little more than 
the first round ofthe expected litigation." 72 

There are better ways to make rules. A 
small group offederal agencies has pioneered 
a process called negotiated rulemaking. In 
1990, Congress recognized and encouraged 
the process with passage ofthe Negotiated 
Rulemaking Act. We believe negotiated 
rulemaking--colloquially referred to as "reg
neg"--is a process every rulemaking agency 
should use more frequently73 

Action: Agence wilf makegratrwe of 
negotiatedrue making7 

The "reg neg" process brings together 
representatives of the agencies and affected 
groups before draft regulations are issued 
and before all sides have formally declared 
war. The group meets with a mediator or 
"facilitator." The negotiators reach 
consensus on the regulation by evaluating 
their own priorities and making trade-oflf. 
The negotiating process allows informal 
give and take that can never happen in 
court or in a public hearing. Ifagreement is 
reached, the agency can publish the 
proposed rule, accompanied by a discussion 
ofthe issues raised during negotiations. 
Even if both sides are too far apart to reach 
consensus, agency staff learn a lot during 
the process that helps them improve the 
regulations. When the parties do reach 
consensus, regulations are issued faster and 
costly litigation isavoided. 

When EPA applied reg neg techniques to 
the issue of emission standards for wood 
burning stoves, it was able to put standards 
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into effect two years fister, and with much Alternative Dispute Resolution (ADR). 
better factual input, than it could have Alternative Dispute Resolution (ADR) 
without negotiations. Manufacturers of indudes mediation (aneutral third party 
stoves, in turn, were able to begin retooling helps the disputants negotiate), early neutral 
to meet standards without another two evaluation (a neutral, often expert, person 
years of uncertainty. evaluates the merits of both sides), 

factfinding (a neutral expert resolves 
Action: Agencies will pand their use of disputes that arise over matters of fact, not 
altrnqe dispute resolution interpretation), settlement judges (a 
techniques. 5 mediator settles disputes coming before 

tribunals), mini-trials (a structured 
Federal agencies also need better and settlement process), and arbitration (an 

cheaper ways to resolve disputes. Enforcing arbitrator issues a decision on the dispute). 
thousands of difficult and sometimes Overcrowded courts are already 
controversial rules-however carefully they encouraging private litigants to use ADR. 
are designed-leads to disagreements. State Private contracts often specify the use of 
and local governments, businesses, and ADR to resolve disagreements among 
citizens challenge Washingtons right to signatories. In 1990, Congress passed the 
regulate certain issues, or they challenge the Administrative Dispute Resolution Act, 
the enforcement of specific regulations. authorizing every federal agency to develop 

Solving these disputes can be expensive, its own ADR policy. Some have, but some 
It involves high-priced lawyers, it dogs the have dragged their feet. 
courts, and it delays action. Each year, Those that have used ADR have saved 
24,000 litigation matters reach the 530 full- time and money and avoided generating ill 
time attorneys and 220 support staffers will. The Labor Department started a pilot 
employed by the Labor Department alone, program last year for OSHA and Wage and 
It often takes years to resolve these disputes, Hour cases and found it much quicker and 
postponing the implementation of cheaper. The Federal Deposit Insurance 
important programs and preventing a lot of Corporation saved more than $400,000 
people from doing what they are paid to do. with a single, small pilot program. The 

In some cases, litigation isimportant: It Farmers' Home Administration has used 
interprets the law, sets important ADR on foredosure cases---not only saving 
precedents, and serves as a deterrent to money but actually avoiding foreclosure on 
future wrongdoing. But in many cases, no several families. This type ofinnovation 
one really wins-and the taxpayer loses. It is should spread faster and further across the 
often cheaper to resolve conflicts through federal government. 
new techniques known collectively as 
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COnclusion 
fwe follow these steps, we will move 
much closer to a government that costs 
less and works better for all of us. It will 

be leaner, more effective, hirer, and more 
up-to-date. Itwill be a government worth 
what we pay for it. 

We do not deny that many groups will 
oppose the actions we propose to take. We 
all want to see cuts made, but we want 
them elsewhere. Eliminating or cutting 
programs hurts. But it hurts less, at least in 
the long run, than the practice of 
government as usual. Writing about 
Britain's monarchy in the eighteenth 
century; Samuel Pepys once observed that it 

THAT WORKS BETTER & COSTS LESS 

was difficult for the king to spend a million 
pounds and get his moneys worth. 
Fawning courtiers, belligerent Lords and 
hundreds ofother claimants each 
demanded their share. The same istrue 
today.The money spigot in Washington is 
much easier to turn on than to turn off
and too little of the funds that gush from it 
irrigate where water isscarce. That iswhy 
we have not simply offered a list of cuts in 
this report. Instead, we have offered a new 
process-a process ofincentives that will 
imbue government with a new 
accountability to customers and a new 
respect for the public's money. 
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ThoughIdo not believe thataplantwillspri 

seea Convince me thatyou have a see 

U nlike many past efforts to 
hagthe etNational oen 

Performance Review will 
not end with the 
publication of a report. 

We have identified what we must do to 
make government work better and cost less: 
We must serve our customers, cut red tape, 
empower employees to get results, and cut 
back to basics. Now, we will take action. 

The task is immense. The federal 
government has 2.1 million civilian 
employees, 800,000 postal workers, 1.8 
million military personnel, and a $1.5 
trillion budget-more than the entire gross 
domestic product ofGermany, the world's 
third largest economy. 

The National Performance Review has 
identified the problems and defined 
solutions. The President will issue 
directives, cabinet secretaries will change 
administrative practices; and Office of 
Management and Budget will issue 
guidance. We will work with Congress for 
legislation where it's needed. Senseless 
regulations will be repealed; mechanisms to 
enhance customer service will be created; 
change will begin, 

But we do not pretend to have solved 
every problem. We will transform the 
federal government only ifour actions--

UP where no seedhasbeen, I havegreatithin a 
there,andlampreparedtoexpect wo 

Henry David Thoreau 

ThinsplJUrancereie will notproduce 

anotherreportjusttogatherdustinsome
 
warehouse. We have enough ofthem alrad
 

Remarks announcing dhe National Performance Review,
March 31993 

and the Reinvention Teams and Labs now
 
in place in every department-succeed in
 
planting a seed. That seed will sprout only if
 
we create a process of ongoing change that
 
branches outward from the work we have
 
already done.
 

How we proceed will be as important as
 
what we have done to date. We must avoid
 
the pull of implementation models that are
 
Familiar and comfortable but poorly suited
 
to today's world. We must avoid creating
 
new bureaucracies to reform the old. We
 
must actively involve government leaders at
 
all levels. We must seek the guidance of
 
those who have successfully transformed
 
large organizations in both the private and
 
public sectors.
 

The nature of our strategies will no
 
doubt cause discomfort. They will be
 
unfamiliar. They will not look like business
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as usual. They will challenge the current 
federal culture. And they will demand 
risk-taking, 

If we are to bring about true change, 
however, some discomfort isinevitable. Our 
strategies are not untested; they have been 
used successfully by both public and private 
organizations throughout the country 

To succeed where others have failed, the 
President and Vice President have 
committed to specific initiatives that will 
create a culture capable of sustaining 
fundamental change. This shift in culture 
will not occur overnight. To bring it about, 
we will continue: 

a cascading process ofeducation, 
participation, and ownership at the 
highest levels of the executive 
branch; 

W hatwe'retryingto do is to createalarge 
numberofchanges,simultaneousl in the 
federlgovernment Becauseifyoujustchange 
one thingwithoutchangingsome ofthe other 
things thatneedto be changea we won'tget 
anywhere 

We can bnng the quahtyrevolution,for 
example, into thefideralworkfrrceas wellasit 
couldpossiblybe done,andifwe didn'tfix 
some ofthe otherproblems, it wouldn'tamount 

to much. We couldfix thepersonnelsystem but 
ifwe didn'tfix the budgetarysystem andthe 
procurementsystem, then we wouldstill be 
miredin alot ofthe df ties thatwe 
encountertoday We aretringto do a lotof 

at the te 
eP n Al 
Town IHdMeeting,

Department ofVeterans Affaks 
August 4, 1993 

*two-way communication with
 
federal employees and their
 
organizations;
 

• bi-partisan partnership with Congress; 

• prces e to listen to and use
 
feedback from customers and
 
citizens; and
 

• government-wide mechanisms to 
monitor, coordinate, and facilitate 
plans for reinvention. 

The administration has already taken a 
number ofsteps to bring about the changes 
we are recommending. 

First we have launched Reinvention 
Teams and Reinvention Labs in every 
department to continue seeking ways to 
improve the government and put these 
ideas inpractice. 

Second,we have begun to work-and 
will continue to expand relationships
with leaders and representatives offederal
employees from throughout the 
government. Indeed, the National 
Performance Review is the firot 
government-wide change initiative to be 
run and staffed by federal employees. Our 
actions will make employees' jobs better, 
and their participation will make our 
actions better.

Third,the President and Vice President 
have begun to work with the cabinet to 
develop performance agreements that will 
institutionalize a commitment to and 
establish accountability for change. 

Fourth,we have developed a mechanism 
to spread our basic principles throughoutthe government. The President will meet 
with the cabinet to develop strategies 
reflecting these principles and ideas, 
committing all involved to take 
responsibility for changing the way we do 
business. Cabinet members will then go 
through the same process with their senior 
managers, who will go through it with their 
senior managers, and so on. 

Fiih,the President isestablishing a 
management council to monitor change 
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and provide guidance and resources to 
those working to bring it about. The 
President's Management Council will be 
charged with responsibility for changing the 

Our task is nottofiv the blame for thepast,
but tofix the coursefor thefuture. 

culture and management of the federal 
government. President John F. Kennedy 

Sixth, the Federal Quality Institute will 
help agencies with access to information, 
education, research, and consultation on 
quality management. Like our other values will, over time, change-not in 
initiatives, this models a basic tenet of the response to amandate, but because people 
behavior we recommend--encouraging are working together to change their 
managers to define their own missions and government. I we have done our job well, 
tasks, but providing the support they need the next generation ofchanges will be built 
to do agood job. on the foundation we have laid with this 

Seventh, we will launch future reviews of report. We are merely initial planners; the 
the federal government, targeted at specific President, the Vice President, the cabinet, 
'problems. The National Performance 
Review was a learning experience; we 

federal managers and employees will be the 
archizects and builders. 

learned what we could do insix months, Despite all the horror stories and years of 
and what we still need to do. We focused 
heavily on the basic systems that drive 

scorn heaped on federal employees, our 
government isstaffed by people committed 

federal agencies: the budget, personnel, to their jobs, qualified to do them better, 
procurement, financial management, and hungry for the opportunity to try. The 
accountability, and management systems. environment and culture of government 
In subsequent reviews, we will narrow our have discouraged many of these people; the 
focus. For example, we plan a review of the system has undermined itself But we can
antiquated federal field office structure, and will-change that environment and 
which dates from the 1930s and contains culture. 
some 30,000 field offices. (See Chapter 4.) Over time, it will become increasingly 
Other targets might include the obvious that people are not the problem. As 
abandonment ofobsolete programs; the old ways of thinking and acting are replaced 
elimination ofunproductive subsidies; the by a culture that promotes reinvention and 
redesign of failed programs; the redefinition quality, a new face ofgovernment will 
of relationships between the federal appear--the face of employees newly 
government and state and local empowered and newly motivated, and of 
governments; and the reinvigoration of customers newly satisfied. 
relationships between the executive and 
legislative branches. 

Finally, the National Performance 
Review will continue to rely on its greatest 

What Reinventing Government 
Means for You 

asset: the federal employees who made it 
happen. They have all worked hard for We have talked enough ofwhat we will 
change, and many will continue to work on do and how we will change. The more 
reinvention in their own agencies. They important question ishow life will change 
constitute a network that will reach out to for you, the American people. 
other employees, sharing their enthusiasm, Ifwe succeed-if the administration can 
energy, and ideas. implement our recommended actions and 

During this process, a vision of change Congress can pass our legislative package
will emerge beyond that which iscontained you will begin to see a different 
in this report. Leadership and management government. Your mail will be delivered 
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more rapidly. When you call a Social 
Security office, you'll get through. When 
you call the Internal Revenue Service, you'll 
get accurate answers-and if you don't, you 
will no longer be penalized, 

If you lose your job, a local career center 
will help you find a new one. If you want 
retraining, or you want to go back to 
school, you'll find counselors who can help 
you sort out your options, pick the best 
program, and pay for it. If you run a 

M ake no ittleplans;they have no magic to 
stirmen's blooa& andprobablythemselves will 

a aim high iworks 

hopeandwork, rememberingthata noble 
logicaldiagram,once recorde wll nevrdthis 

but longafter we aregone will be a living 
thing; assertingitself with ever-growing 

Daniel Burnham 

THAT WORKS BETTER & COSTS LESS 

children and grandchildren-will slow its 
rampage. Our federal agencies will begin to 
figure out, bit by bit by bit, how to cut 
spending, eliminate the obsolete, and 
provide better service for less money 

You will begin to feel, when vou'walk 
into a post office or social security office or 
employment service or veterans' hospital, 
like a valued customer. We will begin to 
spend more money on things you want and 
need-health care, training, education, 
environmental protection-and less on 
bureaucracy. One day you will be able to 
conclude that you are getting a dollar of 
value for every dollar of taxes you pay. 

This isour vision of a government that 
better and costs less. We know it will 

not come to be overnight, but we believe it 
isa vision we can bring to life. We believe 

because we have already seen this vision 
come to life-in local governments, in state 
agencies, even ina few federal agencies. We 
believe it isthe rightvision for government 
as we approach the 21st century 

It will take more than a dedicated 
1907 BPresident and Vice President to make this1907 

small business, you will have fewer forms to 
flu out. 

Ifyou live in public housing, your 
apartment complex might get deaner and 
safer. Perhaps you'll even be able to move 
your family to a safer, quieter, more stable 
neighborhood. 

Our workplaces will get safer because 
they are inspected more often. Our water 
will get cleaner. Your local government will 
work better because it isno longer 
hamstrung by silly federal regulations. 

And perhaps the federal debt-that $4 
trillion albatross around the necks ofour 

vision a reality, however. It will take more 

than dedicated employees. It will take 
dedicated citizens, willing to work long and 
hard to improve their government. 

It will take citizens willing to push their 
social security offices and unemployment 
offices to treat them like customers--and to 
demand that their voices be heard when 
they don't get satisfaction. It will take 
citizens willing to demand information 
about the performance of their federal 
organizations. And it will take citizens 
willing to act on the basis of that 
information. 

As our President has said so often, the 
future isours-if we have the courage to 
create it. 
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FROM RED TAPE TO RESULTS * CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

Fiscal Impact, 1994-99" 
(Millions of Dollars)

Change in Change In 
Recommendation Spending Revenues 
AGENCY FOR INTERNATIONAL DEVELOPMENT 
AIDO Redefine and Focus AID's Mission and Priorities cbe cbe 

With the end ofthe Cold War, AID must rethink how it will operate. 
NPR recommends steps to plan for this new mission and proposes new 
authorizing legislation to define its post-Cold War mission and priorities. 

AIDO2 Reduce Funding, Spending and Reporting Micromanagement 
Eliminate AID's outdated or unduly burdensome reporting requirements and 

cbe cbe 

reduce legislative earmarks to provide greater operating flexibility. 
AID03 Overhaul the AID Personnel System na na 

Recommendations include changes in AID's personnel system to integrate 
its multiple systems and review benefits. 

AIDO4 Manage AID Employees and Consultants as a Unified Work Force 
Lift some current personnel restrictions and give managers authority to manage 

cbe cbe 

staff resources more efficiently and effectively. 
AID05 Establish an AID Innovation Capital Fund na na 

Create a capital investment fund to improve information and financial 
management systems and customer service. 

AID06 Reengineer Management ofAID Projects and Programs 
AID should use pilot programs and new approaches to emphasize flexibility, 

cbe cbe 

innovation, customer service and program results. 
AID7 Consolidate or Close AID Overseas Missions die die 

AID should regionalize missions and staff services overseas and dose 
nonessential missions. It should establish "graduation" criteria for 
countries receiving U.S. assistance. 

DEPARTMENT OF AGRICULTURE 
USDA01 	 End the Wool andMohair Subsidy -$923.0 $0.0 

The subsidy isno longer needed since wool isno longer a strategic commodity. 
USDA02 	Eliminate Federal Support for Honey -15.0 0.0 

Eliminate the honey subsidy because the program does not serve the 
intended purpose ofensuring the availability ofhoneybees for crop pollination. 

USDA03 	Reorganize the Department ofAgriculture to Better Accomplish lt Mission, -1,673.6 0.0 
Streamline Its Field Structure and Improve Service to Its Customers 
USDA should streamline its field operations to eliminate unnecessary offices, 
reduce costs and better serve farmers. 

USDA04 	Implement a Consolidated Farm Management Plan cbe cbe 
The farm management plan proposed by Secretary Espy provides an 
opportunity to simplify regulations for farm management and is a good way to 
consolidate competing requirements into a single plan for each farm. 

USDA05 	Administer the Employment and Training Requirements for -1,041.1" 0.0 
Food Stamp Recipients More Effectively and Efficiently 
Redirect funds from an ineffective training program for food stamp recipients 
and allow them to participate in programs with proven results. 

USDA06 	Encourage Better Food Package Management Practices and Facilitate Multi-State -500.0"* 0.0 
Contracts for Infant Food and Formula Cost Containment in the WIC Program 
The recommendation encourages increased competition among infant formula 
vendors and manufacturers of other items in the UDSDA's Special Supplemental Food 
Program for Women, Infants and Children (WIC). Savings accrue to program. 

Fiscal estimates were made for 1994 only where action could impact spending in that year. Most estimates cover 1995-99. 
Estimates shown are for cumulative budget authority changes. Negative numbers indicate reduced spending. 

The NPR recommends that these savings be redirected to alternative uses. Savings totals exclude these amounts. 
** Savings will be invested in the program to serve additional customers. 
cbe = cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
na= not applicable--recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99
 
(Millions of Dollars)
 

Change In Change In
 
Recommendation 	 Spending Receipts 

USDA07 	Deliver Food Stamp Benefits Via Electronic Benefits Transfer to Improve Service cbe cbe 
to Customers While Rma g Co fective 
Use electronic technology to distribut food stamp benefits, thereby 
improving service and reducing the need for current paper stamps. 

DEPARTMENT OF COMMERCE 
DOCOI 	 Reinvent Federal Economic and Regional Development Efforts na na 

Improve coordination of federal economic development efforts with the goals 
ofeliminating duplication and better directing federal resources to improve 
business conditions. 

DOC02 	 Provide Better Coordination to Refocus and Leverage Federal Export Promotion na na 
This recommendation isdesigned to improve federal services to U.S. businesses 
competing in the world export markets. 

DOC03 	 Reform the Federal Export Control System for Commercial Goods na na 
To help ensure leading U.S. industries are competitive in the global marketplace, 
changes should be made in the export control system. 

DOCO4 	 Strengthen the Tourism Policy Council na na 
Revitalize the Tourism Policy Council and give it greater authority to coordinate 
federal tourism promotion efforts. 

DOC05 	 Create Public I Private Competition for the NOAA Fleet cbe cbe 
Apilot program isrecommended to open the National Oceanic and Atmospheric 
Administration fleet to public and private competition to bolster the aging fleet. 

DOC06 	 Improve Marine Fisheries Management 0.0 375.0 
To help protect fishing resources and provide new income to the government, NOAA 
should collaborate with Congress and fishing industry representatives to establish 
appropriate user fees to help offset management costs for national fishery zones. 

DOCO7 	 Provide EDA Public Works Loan Guarantees for Infrastructure Assistance na na 
This recommendation would provide the Economic Development 
Administration with authority to use part of its funding as a reserve for loan 
guarantees for various public economic development projects. 

DOC08 	 Establish a Manufacturing Technology Data Bank a na 
To help U.S. manufacturing firms increase their technical capabilities, Commerce 
shoud create a new database to provide technical information and contacts. 

DOC09 	 Expand the Electronic Availability ofCensus Data a na 
To increase access to and use of census data, the Census Bureau should 
create a computerized census information center. 

DOCIO 	 Amend the Omnibus Trade and Competitiveness Act to Increase the Data a , a 
Quality of the National Trade Dam Bank 
This recommendation outlines improvements needed in the quality and quantity 
ofdata in this business-oriented data bank. 

DOClI 	 Eliminate Legislative Barriers to the Exchange of Business Data Among a na 
Federal Statistical Agencies 
Eliminate legislative barriers to the exchange of business data among federal 
agencies (the CensusBureau, Bureau ofLabor Statistics, and Bureau of 
Economic Analysis) to reduce the reporting burden on American business. 

DOC12 	 Establish a Single Civilian Operational Environmental Polar Satellite Program -300.0- 0.0 
To reduce duplication and save taxpayers abillion dollars over the next decade, 
various current and proposed polar satellite programs should be consolidated 
under NOAA. 

DOC13 	 Use Sampling to Minimize Cost of the Decennial Census cbe cbe 
Use sampling rather than more costly methods ofcounting nonrespondents to 
next deciennial census. (Savings will occur but are beyond the time frame of this analysis.) 

cbe . cannot be estimated (due to data limitations or uncertainties about implementation time lines). 

na. not applicable-recommendation improves efficiency or redirects rewurces but does not directly reduce budget authority. 
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Recommendation 

DOC14 	 Build aBusiness and Economic Information Node for the Information Highway
To assist in the distribution ofgovernment information to private citizens,
Commerce should build a business and economic information node to the 
"information highway." 

DOC15 	 IncreaseAccess to Capital for MinorityBusinesses 
Commerce and SBA should provide the President with recommendations to 
improve SBA and Minority Business Development Administration programs. 

DEPARTMENT OF DEFENSE 
-	 The Bottom-Up Review 

This isa general summary of the Bottom-Up Review ofDOD's force structure 
and requirements and its part in the National Performance Review effort.
Atotal of$79 billion in savings through 1997 are already incorporated into the 
President's 1994 budget. These savings are not included in the NPR analysis. 

- AcquisitionRefbrm 
The DOD acquisition system islarge and extraordinarily complex. It needs 
to enable DOD to take advantage of the technological advances and efficient 
procurement practices of the commercial marketplace. 

DOD01 Rewrite Policy Directives to Include Better Guidance and Fewer Procedures 
DOD should clarify policy directives and procedures to reduce administrative 
burden and unnecessary regulatory controls. 

DOD02 Establish a Unified Budget for the Department of Defense 
Give commanders greater flexibility to set priorities, solve funding problems,
and resolve unplanned requirements at the lowest appropriate operating level. 

DOD03 Purchase Best Value Common Supplies and Services 
Allow managers and commanders to purchase the best value common supplies
and services from public, private, or nonprofit sources. 

DOD04 	 Outsource Non-core Department of Defense Functions 
By contracting out non-core functions (from towing services to certain information 
technology functions), DOD will be better able to focus on its core responsibilities. 

DOD05 	 Create Incentives for the Department ofDefense to Generate Revenues 
This recommendation proposes giving managers and commanders the ability to 
generate income at the installation level by allowing the Corps ofEngineers to 
recover its costs for processing certain commerical applications and by establishing
goals for solid waste reduction and recycling. 

DOD06 	 Establish and Promote a Productivity.Enhancing Capital Investment Fund 
DOD should be authorized to expand its capital investment fund and manage its 
operations in a more business-like manner. 

DOD07 	 Create a Healthy and Safe Environment for Department of Defense Activities 
To create asafe environment, DOD must take action in the areas of dean-up of 
hazardous wastes, use of environmental technology, and pollution prevention. 

DOD08 Establish a Defense Quality Workplace 
This isan internal department recommendation to encourage the use of quality 
management concepts at all levels of DOD. 

DOD09 Maximize the Effidency ofDOD Health CamOperations
Use emerging technology to upgrade care at DOD health care facilities and reduce 
costs to tr2;n health care professionals. 

DODI0 Give Department ofDefense Installation Commanders More Authority and 
Responsibility Over Installation Management
By giving DOD installation commanders more authority over installation 
management, DOD will be better able to manage its resources, provide services 
to its employees and move toward more entrepreneurial management. 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time line 
na- not applicable-recommendation improves efficiency or redirects resources but does not direct 

Fiscal Impact 1994-99 
(Millions of Dollars)


Change in Change In
Spending Receipts 

cbe cbe 

na 	 na 

cbe cbe 

cbe cbe 

cbe cbe 

cbe cbe 

-500.0 60.0 

-110.3 0.0 

na 	 na 

cbe 	 cbe 

-350.0 0.0 

cbe 	 che 
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Fiscal Impact, 1994-99 
-(Millions of Dollars) 

Recommendation 
DODi Reduce National Guard and Reserve Costs 

This recommendation makes two changes in the current costs for reservists: 
(1)to limit compensation of federal employees on reserve duty to the greater of 
civilian or reserve compensation or to allow the reservist to take annual leave;, and 
(2) to limit the basic allowance for quarters only to reservists who actually bring 
their dependents on short-term duty assignments when quarters are not provided 
to dependents. 

DOD12 	 Streamline and Reorganize the U.S. Army Corps of Engineers 
NPR recommends implementing a 1992 reorganization proposal that would 
reduce the number of division offices from 11 to six and would allow the Corps 
to work with OMB and other agencies to make maximum use ofCorps' 
engineering and technical capabilities. 

DEPARTMENT OF EDUCATION 
ED01 	 Redesign Chapter 1of Elementary and Secondary Education Act 

Recommendations focus education funds on the neediest students and simplify 
requirements on schools receiving federal education aid. Existing fuids are redirected. 

ED02 	 Reduce the Number ofPrograms the Department ofEducation Administers 
Eliminate or consolidate more than 40 existing education grant programs and 
free up funds for use in otber educational programs. 

ED03 	 Consolidate the Eisenhower Math and Science Education Program with Chapixr 2 
NPR proposes comb-zing this teacher training program, which islargely consumed 
with short-term training, with other E.D programs to create a new program with a 
more coherent national focus on teacher training and professional development. 

ED04 	 Consolidate National Security Education Act Programs 
The NSEA trust fund, administered by the Department of Defense, should be 
consolidated with the Center for International Education in ED to strengthen 
foreign language study and eliminate duplication of effort. 

ED05 	 Streamline andImprove the Department of Education's Grants Process 
Statutory restrictions on the department's rulemaking process should be removed, 
flexibility added to certain procedures, and unnecessary requirements eliminated 
to shorten the grant award process. 

ED06 	 Provide Incentives for the Department of Education's Debt Collection Service 
This recommendation would allow ED to use a portion of revenues collected 
from defaulted student loans to pay for collections costs, thereby providing 
an incentive for increased collections. 

ED07 	 Simplify and Strengthen Institutional Eligibility and Certification for 
Participation in Federal Student Aid 
NPR recommends developing ways of measuring default indicators, creating profiles 
ofhigh-risk institutions, and removing elgibility of institutions to participate in 
federal financial aid programs once the schools have become ineligible to receive 
federal student loan funds. 

ED08 	 Create aSingle Point of Contact for Program and Grant Information 
ED should create an electronic system that can be used by students, parents, 
researchers and administrators to learn about department programs, finding 
opportunities, best practices and other information. 

ED09 	 Improve Employee Development Opportunities in Department of Education 
ED should create a full spectrum of activities which can contribute to career 
development, including conducting adepartmentwide assessment of training and 
development needs. 

Change in 

Spending 

-900.0 

-68.0 

13,000.0' 

-515.0" 

na 


na 


cbe 

a 


-175.0 

1.8 


a 

Change in
 
Receipts
 

0.0 

0.0 

$0.0 

0.0 

na 

na 

cbe 

a 

0.0 

0.0 

na 

'The NPR recommends that these savings be redirected to alternative uses. Savings totals exclude these amounts. 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 

nas not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millions of Dollars) 

Change in Change in 
Recommendation 	 Spending Receipts 
ED10 	 Eliminate the Grandiack Statutory Provision of the 0.0" 0.0
 

General Education Provisions Act
 
NPR recommends repealing this provision which permits the department to return
 
to a grantee a percentage of funds recovered from the grantee as a result of an audit.
 

EDI I 	 Build a Professional, Mission-Driven Structure for Research na na
 
NPR recommends establishing aresearch advisory board, consolidating and
 
targeting research and development efforts, and establishing an office to translate research findings

into education reform assistance.
 

ED12 	 Develop a Strategy for Technical Assistance and Information Dissemination na na
 
ED should develop a strategy for its $290 million technical assistance efforts
 
designed to promote the National Goals 2000 themes.
 

DEPARTMENT OF ENERGY 
DOE01 	Improve Environmental Contract Management cbe cbe
 

NPRproposes improvements in DOE environmental dean-up contracts to
 
achieve efficency.
 

DOE02 	 Incorporate Land Use Planning in Cleanup cbe cbe
 
NPR recommends that DOE incorporate land use planning into the nuclear
 
facilities dean-up process.
 

DOE03 	 Make Field Facility Contracts Outcome-Oriented -570.0 0.0 
This recommendation would modify the current DOE contract process at 
field facilities to make the contracts more outcome-oriented to improve efficiency
and contractor performance. 

DOE04 Increase Electrical Power Revenues and Study Rates 0.0 1,601.0 
NPR proposes increasing federal income by allowing the Power Marketing
Administrations to recover alarger portion of their operating costs through 
rate increases or by changing the financing ofBonneville Power Administration. 

DOE05 Strengthen the Federal Energy Management Program na 	 na
 
NPR recommends a number of improvements to this program, designed to
 
better management of federal energy use.
 

DOE06 	 Redirect Energy Laboratories to Post-Cold War Priorities 2,150.0 0.0 
This recommendation provides guidance for use of the DOE energy labs,
focusing on deining new missions, consolidating or eliminating unneeded 
facilities, and making their services of greater benefit in the post-Cold War era. 

DOE07 	 Save Costs Through Private Power Cogeneration -112.0 0.0 
This would allow the private sector to cogenerate power at DOE labs as a means 
ofsaving money. DOD has similar authority at this time. 

DOE08 	 Support the Sale of the Alaska Power Administration -20.5 -52.5 
The federal government should divest its interests in the Alaska Power Administration. 

ENVIRONMENTAL PROTECTION AGENCY 

EPAO1 	 Improve Environmental Protection Through Increased Flexibility for Local na na 
Government 
EPA should amend the regulations it determines are most troublesome for local 
governments pursuant to the Regulatory Flexibility Act of 1980. The goal isto 
provide alternative, flexible approaches to meeting environmental mandates. 

EPA02 Streamline EPA's Permit Program ,22.5 0.0 
Streamlining efforts include establishing a permit clearinghouse to serve as asingle
point ofcontact and piloting across-program permit tracking system. 

'This recommendation saves an estimated $18.5 million in expenditures but makes no change in budget authority. 
:be -cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
Lna
not applicable--recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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(Millions of Dollars)


Change in Change In
 
Recommendation 	 Spending Receipts 

EPA03 	 ShiftEPA's Emphasis Toward Pollution Prevention andAway from Pollution Control cbe cbe 
EPA needs to emphasize pollution prevention by implementing an effective 
pollution prevention strategy' that indudes amending regulations and motivating 
the private sector to invest in cleaner, less polluting technologies and practices. 

EPA04 	 Promote the Use of Economic and Market-Based Approaches to Reduce Water cbe cbe 
Pollution 
EPA should work with Congress to propose language amending the Clean Water 
Act to explicitly encourage market-based approaches to reduce water pollution.
 
EPA should also identify wastewater discharge fees that could be included in the Clean Water
 
Act reauthorization.
 

EPA05 	 Increase Private Sector Partnershipsto Accelerate Development of Innovative na na 
Technologies 
NPR recommends that EPA develop an action plan with specific milestones for 
improving the regulatory and statutory climate for innovative technologies. 

EPA06 	 Stop the Export ofBanned Pesticides na na 
EPA should work with Congress to develop legislation to stop the exportation of 
banned pesticides from the U.S. by June 1994. 

EPA07 	 Establish Measurable Goals, Performance Standards and Strategic Planning na na 
within EPA 
EPA should draft measurable environmental goals for the range of environmental 
problems the U.S. faces. The agency should also draft internal goals to provide 
direction for assessing and redirecting existing EPA strategies. 

EPA08 	 Reform EPA's Contract Management Process cbe cbe 
NPR recommends reforms in EPA's contract management process by implementing 
performance standards and by maximizing competition in the contracting process. 

EPA09 	 Establish a Blueprint for Environmental Justice Through EPA's Operations na a 
EPA should develop a blueprint ofactions that will incorporate environmental 
justice consideration into all aspects of EPA operaions. 

EPAI0 	 Promote Quality Science for Quality Decisions a na 
Improvements include establishing guidelines for professional development ofEPA's 
scientific and technical staff and expanding the use of peer-review and quality 
assurance procedures. 

EPAI1 	 Reorganize EPA's Office of Enforcement -10.5 0.0 
EPA should initiate a reorganization of its headquarter's enforcement organization 
by October 1,1993. 

EXECUTIVE OFFICE OF THE PRESIDENT 
NOTE. 	 White House Office and Office oftheVice President 

The White House Office and the Office of the Vice President are regularly
 
"reinvented" with each change of administration. This analysis focuses on the
 
other portions of the Executive Office of the President.
 

EOPO1 	 Delegate Routine Paperwork Review to the Agencies and Redeploy OMB' cbe cbe 
Resources More Effectively 
These recommendations outline improvements to streamline the government's 
paperwork review process and reduce unnecessary burdens on agencies. 

EOP02 	 Modify the OMB Circular System na na 
OMB should reinvigorate the process for the review, updating, and consolidation 
of management circulars. It should also develop uniform processes for developing 
circulars and for obtaining input during their development. 

EOP03 	 Strengthen the Office of U.S. Trade Representative's Coordinadon with State 0.5 0.6 
and Local Governments 
The Trade Representative's Office should examine the trade policy needs ofstate
 
and local governments and work with them on relevant issues.
 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
ha= not applicable-recommendation improves efficiency or redirects resources but does not directly reduc budget authoity. 
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Recommendation 

EOP04 	 Improve Federal Advisory Committee Management 

Discontinuing the "anti pass the hat" language annually inserted into
 
appropriations acts would allow appropriate pooling ofocecutive resou cs for
 
certain multi-agency projects.
 

EOP05 	 Reinvent OME's Management Mission 

NPR recommends a series of actions by OMB to redirect resources to provide

better management information for Presidential decision making.
 

EOP06 	 Improve OMB's Relationship with Other Agencies

This recommendation outlines methods by which OMB can work more effectively

with agencies and with states.
 

EOP07 	 Strengthen the Office of the U.S. Trade Representatve's Trade Policy 

Coordination Process
 
These recommendations outline ways to improve the interagency trade policy
 
coordination process.
 

EOP08 Streng hen the Office of the U.S. Trade Representative's Negotiation Process 

The Office of the USTR should implement various techniques for upgrading the
 
negotiating skills of its employees and the analysis ofthe negotiation process itself.
 

EOP09 Establish a Customer Service Bureau in the EOP 

Using available resources, EOP management should establish a small, one-stop
 
customer service bureau within the EOP.
 

EOP10 	 Conduct Qualitative Self-Reviews ofCriticalAdministrative Processes 

The Assistant to the President for Management and Administration should establish
 
a formal program of ongoing, internal quality reviews ofadministrative processes in
 
the EOP to save money and improve service. 

EOP11 	 Improve the Presidential Transition Process 
Past difficulties with the Presidential transition should be corrected by amendment 
of the Presidential Transition Act and related actions. 

EOP12 	 Improve Administrative Processes 

This recommendation outlines a series of steps to improve internal administrative
 
processes within the EOP, including mail processing, paperwork flow, and supply
 
management. 

FEDERAL EMERGENCY MANAGEMENT AGENCY 
FEMA01 	Shift Emphasis to Preparing for and Responding to the Consequences of 

All Disasters 
FEMA's early focus was on preparedness for nuclear war. The current world situation 
and recent natural disasters highlight the need for FEMA to continue to shift its 
resources to respond to all hazards. 

FEMA02 Develop a More Anticipatory and Customer-Driven Response to Catastrophic 
Disasters 
These recommendations should make FEMA respond faster and more effectively 
to catastrophic disasters. 

FEMA03 	Create Results-Oriented Incentives to Reduce the Costs of a Disaster 
The Midwest floods, Hurricanes Hugo and Andrew and the Loma Prieta Earthquake
all illustrate the enormous costs of disaster to society. These recommendations will 
move toward reducing that cost. 

FEMA04 Develop ASkied Management Team Among Political Appointees and Career 
Staff 
Leadership has been the weak link in FEMA's mission as the federal governments 
emergency management coordinator. These recommendations strive to improve
FEMA leadership to successfully implement its new, all-hazards mission. 

cbe =cannot be estimated (due to dam limitations or uncertainties about implementation time ines). 

Fiscal Impact, 1994-99 
(Millions of Dollars)

Change in Change inSpending Receipts 

-1.4 	 0.0 

0.1 0.0 

na na 

na na 

cbe 	 cbe 

na na 

cbe cbe 

cbe 	 cbe 

na 	 na 

na 	 na 

na 	 na 

cbe 	 cbe
 

na 	 na 

na= not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millions of Collars) 

Recommendation 
Change in 
Spending 

Change in 
Receipts 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 

NOTE: Treatment of Health Care and Welfare Reform Issues by the NPR 
Two primary concerns of the Department of Heakh and Human Services are the 
delivery of health and welfare services to individuals. Since the Administration has 
special, ongoing efforts dealing with these areas, they are not covered by the 
National Performance Review. 

HHSO1 Promote Effective, Integrated Service Delivery for Customers by Increasing cbe ebe 
Collaborative Efforts 
These recommendations outline a number ofsteps needed to better integrate and 
deliver social services to communities and families. 

HHSO2 Reengineer the HHS Process for Issuing Regulations 
HHS should improve the timeliness and quality of regulations issued and should 
involve stakeholders in the development of regulations. 

cbe cbe 

HHS03 Develop a National, Uniform Inspection System to Ensure a Safe Food Supply 
Responsibility for food safety should be consolidated into a single agency, and policies 
and inspection systems should be implemented on an objective, scientific basis. 

cbe ce 

HHS04 Reconfigure Support for Health Professions Education 
Existing programs should be consolidated and/or eliminated. 

na ,na 

HHS05 Restructure the Management ofRailroad Industry Benefit Programs 
Railroad Retirement Board functions should be integrated into existing programs 
administered by federal, state, and private sector service providers. 

cbe cbe 

HHS06 Improve Social SecurityAdministration Disability Claims Processingto 
Better Serve People with Disabilities and Safeguard Trust Fund Assets 
SSA should apply resources and management tools needed to reduce backlogs and 
to avoid paying benefits to individuals who are no longer disabled. 

-4,010.0' 0.0 

HHS07 Protect Social Security, Disability and Medicare Trust FundAssets by Removing 
Barriersto Funding Productive Oversight Activities 
HHS should aggressively pursue options to assure that adequate investments are 
made to avoid unnecessary payments from trust funds. 

na na 

HHS08 Coordinate Collection and Dissemination of Social Security Administration cbe che 
Death Information to Protect Federal Program Assets 
SSA's clearinghouse for death information and "best practices" can be used by dozens 
of federal and state agencies to reduce federal program outlays. 

HHS09 Take More Aggressive Actions to Collect Outstanding Debts Owed to the Social 
Security Trust Fund 
SSA should be given the authority to use a full range ofdebt collection tools available 
under the Debt Collection Act of 1982 to collect debts owed by individuals who are 

-335.0* 0.0 

no longer on benefit rolls. 

HHSIO Institute and Collect User Fees on FDA's Inspection and Approval Processes 
Food, drug and medical device manufacturers, processors and suppliers should be 
required to pay for FDA services. 

-1,439.8 0.0 

HHS1 1 Redesign SSA Service Delivery and Make Better Use of Technology to Provide 
Improved Access and Services to Customers 
SSA's organizational structure needs to be updated to reflect changing customer 
needs and to take full advantage of emerging technologies. 

na na 

HHS12 Strengthen Departmentwide Management 
The department should conduct a review of its organizational structure and 
management systems to determine an appropriate balance between centralized and 
decentralized functions. 

na na 

HHSI3 Review the Field and Regional Office Structure ofthe HHS and Develop a Plan 
for Shifting Resources to Match Workload Demands 
The review should emphasize customer service, results and increased accountability. 

cbe cbe 

These savings, included in the Grand Total, will be realized in the Social Security Trust Funds and will not affect 
discretionary spending levels.

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 

na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Recommendation 
HHS14 	 Amend the Health Care FmandngAdministation'sContractingAuthority 

to Allow for Competitive Contuating
HCFA should be authorized to fully and openly compete Medicare claims processing 
contracts to reduce costs and eliminate ineffidendes and conflicts ofinterest. 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
HUD01 	 Reinvent Public Housing 


HUD should create pilot programs to devolve greater authority over housing finds
 
to sound local agencies. It should create demonstrations ofmixed-income public

housing with portable subsidies. HUD should also streamline public housing rules
 
and take other steps to improve public housing management.
 

HUD02 	 Improve Multi-Family Asset Management and Disposition 
HUD should use public-private partnerships to manage and sell HUD-hdd loans 
and real estate for non-subsidized housing projects. Congress should reduce restrictions 
on HUD sale ofmulti-family properties, including use of portable subsidies for 
tenants when the Secretary determines that to be best for tenant needs. 

HUD03 	 Improve Single-Family Asset Management and Disposition 
HUD should use a combination of early assistance to borrowers having financial 
difficulties, contract loan servicing, contract mortgage assistance progams and 
public-private partnerships to streamline and improve management of HUD
assigned single-family mortgages. 

HUD04 	 Create an Assisted-HousingtRent Subsidy Demonstration Project
HUD should be authorized to experiment in negotiated restructuring of privately
owned assisted-housing projects to improve management, promote mixed-income 
housing nd save taxpayer funds. 

HUD05 	 Establish a New Housing Production Program 
HUD should stimulate housing production through FHA risk-sharing arrangements
with housing finance agencies, stimulate a secondary market for multi-family
properties, improve access to FHA insurance for fim-time home buyers, provide
special FHA programs to revitalize neighborhoods and improve FHA management. 

HUD06 	 Streamline HUD Field Operations 
HUD should streamline its Washington, regional and field office structure and 
consolidate and reduce its size over time. 

HUD07 	 Refinance Section 235 Mortgages 
HUD should use incentive contracts to speed savings from refinancing expensive
old mortgages subsidized by HUD. 

HUD08 	 Reduce Section 8 Contract Rent Payments
HUD should modify its process to reduce unjustified increases in annual payments 
to Section 8projects. 

HUD09 	 Consolidate Section 8 Certificates andVouchers 
This recommendation would consolidate two overlapping projects to eliminate 
duplication. 

HUDIO 	 Reduce OperatingSubsidies forVacancies 
This recommendation would encourage public housing agencies to make better 
use of their assets by reducing subsidies paid for unjustiflably vacant units. 

INTELLIGENCE COMMUNITY 
INTEIOI 	 Enhance Intelligence Community Integration

The end of the Cold War and the constrained fiscal environment in the U.S. create 
an imperative for the 13 components of the Intelligence Community to act more 
effectively and more efficiendy as a team. 

Fiscal Impact, 1994-09
 
(Millions of Dollars)


Change in Change in
 
Spending Receipts
 

-985.0 0.0 

cbe 	 cbe 

na 	 na 

na 	 na 

na 	 na 

na 	 na 

-167.0 0.0 

-210.0 0.0 

-225.0- 0.0 

cbe cbe 

cbe cbe 

*TheIntelligence Community budget isclassified. Savings from these recommendations cannot be shown in this report.
cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
na - not applicable--recommendation improves efficiency or redirects resources but does not directly reduce budget authoritv. 
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Fiscal Impact, 1994-99
 
(Millionsof Dollars)


Change in Change in
 
Recommendation Spending Receipts 
INTL02 Enhance Community Responsiveness o Customers 

A 40-year emphasis on the Soviet Union allowed the Intelligence Community
 
to develop a repertoire which was not dependent on a dose relationship with its
 
customers. That isno longer the case today, and NPR makes recommendations
 
for improvements in this area.
 

INTEL03 	 Reassess Information Collection to Meet New Analytical Challenges
The analytical issues the Intelligence Community faces are far more diverse and
 
complex today, requiring new focus and new techniques to meet the intelligence

needs of policymakers.
 

INTELO4 	 Integrate Intelligence Community Information Management Systems '
 

The Intelligence Community lacks the connectivity and interoperability inits
 
information systems to do its job efficiently and effectively.
 

INrEL05 	Develop Integrated Personnel and Training Systems
 
This recommendation focuses on organizational development and training issues
 
within the Intelligence Community.
 

ENTEL06 	 Merge the Presidenes Intelligence Oversight Board with the Prmident'sForegn
 
Iotelligence Advisory Board
 
The roles of these two oversight bodies are sufficiently similar that small savings
 
and some efficiencies can be achieved by combining them.
 

INTEL07 	 Improve Support to Ground Troops During Combat Operations
Numerous studies of intelligence support during the GulfWar focused on agency 
or service-specific support issues. This issue outlines a reinvention lab effort which 
proposes an integrated approach to studying support to ground forces during
combat operations. 

DEPARTMENT OF THE INTERIOR 
DOI01 	 Establish a HardRock Mine Reclamation Fund to Restore the Environment cbe cbe 

To address health and safety threats and environmental damage caused by toxic 
metal and chemical leaching from abandoned mines, the federal government should 
establish ahard-rock mine reclamation find. 

DOI02 	 Redefine Federal Oversight of Coal Mine Regulation -28.0 0.0 
To overcome organizational problems that inhibit an effective state-federal 
relationship, federal oversight ofcoal mine regulations should be redefined. 

DOI03 	 Establish a National Spatial Data Infrastructure 36.0 0.0 
By supporting a cross-agency coordinating effort, the federal government can develop 
acoherent vision for the national spatial data infrastructure (NSDI). (Spatial, or 
geographic, data refers to information that can be placed on amap.) This will allow 
greatly improved information analysis in a wide range of areas, including the analysis
of environmental information and the monitoring ofendangered animals and sensitive 
land areas. 

D0104 	 Promote EntrepreneurialManagement of the National ParkService* 332.0 993.0 
The ParkService should be allowed to raise additional revenues from appropriate 
sources and to use a portion of the money for investmct in park infrastructure. 
This proposal would increase selected park entry fees ad would increase fees on 
park concessionaires. 

DOI05 	 Obtaina Fair Retun for Federal Resources 132A 549.7 
The federal government should institute reforms to guarantee a fair return for 
federal resources such as livestock grazing and hard-rock mining. Some of the 
programs regulating the commercial sale and use ofnatural resources on federal
 
lands operate at a loss to the taxpayers and fail to provide incentives for good

stewardship practices. The administration should also develop anew fee schedule
 
for communications sites on DOI and Department ofAgriculture lands.
 

*TheIntelligence Community budget isclassified. Savings from these recommendations cannot be shown inthis report.
 
"*NPR recommends redirecting half of increased park income to investment inpark infrastructure.
 
cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines).
 
na =not applicable--recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Fiscal Impact, 1994-99

(Millions of Dollars)


Change In Change in
 
Recommendation 	 Spending Receipts 
)0106 Rationalize Federal Land Ownership 	 na na 

DOI needs to reinvent the way it manages and acquires federal lands. Due to
 
historical patterns of settlement and development of this country, adjoining federal
 
lands often fall under the jurisdiction of several federal agencies. To the degree

possible, this should be corrected based on the principle of ecosystem management.
 

D0107 	 Improve the Land Acquisition Policies of the DOI na na
 
The Secretaries of Interior and Agriculture and the Director of OMB should modify
 
the process for determining land acquisition priorities and procedures. The new
 
system should reflect major objectives of federal land acquisition, including outdoor
 
recreation resources, resource protection, and resource and cultural heritage protection.
 

D0108 Improve Mineral Management Service Royalty Collections 0.0 28.0
 
Better management of DOI's royalty collection program would increase revenues
 
and improve efficiency.
 

D0109 Establish a System of Personnel Exchanges in DOI na na
 
Achange in management philosophy isneeded to address bureaucratic barriers at
 
DOI. This recommendation outlines various approarles to this problem.
 

DOII0 	 Consolidate Administrative and Programmatic Functions in DOI -17.5 0.0
 
To manage its bureaus effectively, DOI needs to reduce duplicative services. By
 
consolidating administrative and programmatic functions, DOI can improve
 
customer service, promote efficiency, and reduce costs. 

DOI l 	 Streamline Management Support Systems in DOI cbe cbe 
To create aquality mnagement culture, the department should streamline its 
management support systems, including telecommunications, procurement, 
financial management, and paperwork control. 

D0112 	 Create a New Mission for the Bureau of Reclamation -184.1 0.0 
The Bureau of Reclamation needs to redefine its mission toward new environmental 
priorities and ciarify its role in water management.. The original mission to develop 
water resources and provide for economic development of he West-is almost complete. 

DOI13 Improve the Federal Helium Program -12.0 35.0 
The federal government needs to reexamine its role in the federal helium program. 
The program can be run more efficiently, reducing outlays by federal helium 
customers and increasing revenue. To obtain maximum benefit from helium 
operations, the government should cancel the helium debt, reduce costs, increase 
efficiencies in helium operations, and increase sales of crude elium as market 
conditions permit. 

D0114 Enhance Environmental Management by Remediating Hazardous Material Sites 18.7 0.0 
The time is right to integrate skills across bureau boundaries in the remediation of 
DOI's hazardous materials sites. The high cost of remediation requires DOI to make 
maximum use of existing resources. 

DEPARTMENT OF JUSTICE 
DOJ01 Improve the Coordination and Structureof Federal Law Enforcement Agencies* -$187.0 $0.0 

NPR recommends the designation of the Attorney General as the Director of Law 
Enforcement to coordinate federal law enforcement efforts. It also recommends 
changes in the alignment of federal law enforcement responsibilities. 

D0J02 Improve Border Management* cbe cbe 
Federal border management should be significantly improved. NPR recommends 
a series ofactions to be taken by Customs and INS to make these improvements. 

DOJ03 Redirect and Better Coordinate Resources Dedicated to lntekiction of Drugs* na na 
This recommendation outlines changes that can be made to better coordinate federal 
programs directed at the air interdiction of drugs. 

*Issue corresponds to an identical issue in the Department ofTreasury report; fiscal impact isfor Justice only. 
cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Recommendation 

DOJ04 	 Improve Department ofJustice Debt Collection Efforts 
This recommendation would make improvements in the Justice debt collection 
effort, including giving the department the ability to retain a small percentage of 
debts collected and allowing Justice to credit its working capital fund with a 
percentage of debt collections to be used for the creation of a centralized debt 
tracking and information system. 

DOJ05 	 Improve the Bureau of Prisons Education, Job Training, and Financial 
Responsibilities Programs 
NPR makes a series of recommendations for improving prison education, training, 
and inmate financial responsibility policies. 

DOJ06 Improve the Management of Federal Assets Targeted for Disposition* 
Improvements are needed in the methods by which the federal government disposes 
of various assets. 

DOJ07 Reduce the Duplication of Drug Intelligence Systems and Improve Computer
Sectuity* 
NPR recommends several changes to eliminate duplication in the federal drug 
intelligence system. 

DOJ08 	 Reinvent the Immigration and Naturalization Services Organization 
and Management 
NPR recommends a number of changes inINS organization and management processes 
to provide an improved management structure and a strategic vision for the agency. 

DOJ09 	 Make the Department ofJustice Operate More Effectively as the US. Government 
Law Firm 
Justice should undertake several improvements in the way it manages its litigation 
functions to improve service to its customers and better manage its case load. 

DOJ10 	 Improve White Collar Fraud Civil Enforcement 
Civil fraud recovery should be established as a priority and the department should 
take steps to improve its white collar fraud enforcement. 

DOJI1 	 Reduce the Duplication ofLaw Enforcement Training Facilities 
Overlap and duplication in the provision offederal law enforcement training facilities 
should be examined. Multi-agency training needs should be accommodated through 
existing facilities in lieu of the construction ofnew facilities by individual agencies. 

DOJ12 	 Streamline Background Investigations for Federal Employees 
The current method of completing background examinations on federal employees 
istime-consuming and inefficient. This recommendation outlines improvements to 
streamline the process without sacrificing thoroughness. 

DOJ13 	 Adjust Civil Monetary Penalties to the Inflation Index 
Civil monetary penalties have not been adjusted to keep up with inflation. Under 
this recommendation, a "catch-up" adjustment would be made and the need for 
additional inflation adjustments would be automatically reassessed every four years. 

DOJ14 	 Improve Federal Courthouse Security 
This recommendation isintended to address concerns of the U.S. Marshals Service 
concerning security at federal courthouses. 

DOJ15 	 Improve the Professionalism of the U.S. Marshals Service 
U.S. Marshals should be selected based on merit by the Director of the U.S. 
Marshal Service and reduce some positions. 

DOJ16 	 Develop Lower Cost Solutions to Federal Prison Space Problems 
This recommendation describes approaches to solving existing prison space problems. 

DEPARTMENT OF LABOR 
DOLO1 	 Enhance Reemployment Programs for Occupationally Disabled Federal 

Employees 
These recommendations would help occupationally disabled federal employees return 
to productive careers by expanding DOL's return-to-work program. This saves money 
by reducing long-term benefit costs to the government. 

cbe = cannot be estimated (due to data lir..itations or uncertainties about implementation time lines). 

APPENDIXA 

Fiscal Impact, 1994-99
 
(Millions of Dollars)


Change in Change In
 
Spending Receipts
 

cbe 	 cbe 

0.0 	 13.8 

cbe 	 cbe 

cbe 	 cbe 

-48.0 0.0 

na na 

14.0 111.0 

cbe cbe 

-60.0 	 0.0 

0.0 	 193.0 

24.0 0.0 

-36.0 0.0 

cbe 	 cbe 

-S125.7 SO.0 

na =not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact 1994-99 
(Millions of Dollars)

Change in Change in 
Recommendation 	 Spending Receipts 
DOL02 	 Develop a Single Comprehensive Worker Adjustment Strategy na na 

Improve services to the unemployed-and those at risk of dislocaion-and make
 
better use of resources available for assismnce by developing a new worker adjustment
 
strategy.
 

DOL03 	 Expand Negotiated Rulemaking and Improve Up-front Teamwork on Regulations cbe cbe
 
DOL should provide administrative guidance more quickly and cheaply through
 
negotiated rulemaking and a streamlined team approach to the rules devdopment
 
process. 

DOL04 	 Expand the Use of Alternative Dispute Resolution by the Department of Labor cbe cbe
 
The increased use ofalternative dispute resolution could reduce litigation and produce
 
significant long-term savings.
 

DOLO5 	 Automate the Processing ofERISA Annual Financial Reports (Forms 5500) to Cut -49.7 0.0 
Costs and Delays in Obtaining Employee Benefit Plan Dat
 
Automating the filing and processing ofannual financial reports required ofpension
 
and benefit plan administrators (ERISA Forms 5500) would reduce costs and delays.
 

DOL06 	 Amend the ERISA Requirement for Summary Plan Descriptions -0.6 0.0
 
The filing of summary plan descriptions by employee benefit plan administrators
 
with DOL isintended to make the plans more readily available for participants and
 
beneficiaries. Since requests for copies are received on only about one percent, the
 
cost to maintain the sysem and the administrative burden on employers Far
outweighs 
the public benefit. 

DOL07 Redirect the Mine Safety and Health Administration's Role in Mine Equipment na na 
Regulation 
Shifting the Mine Safety and Health Administration's regulatory role from one of
 
in-house testing to one of on-site quality assurance would provide increased economic
 
benefits to the mining industry and would allow DOL to redirect resources.
 

DOL08 	 Create One-Stop Centers for Career Management cbe cbe 
Establishing one-stop centers for career management would create a customer-driven 
work force system, empowering Americans to make informed career choices and 
providing the means to achieve those goals. 

DOL09 	 Create a Boundary-Spanning Work Force Development Council na na 
Because the greatest barriers to creating an integrated work force development system 
are the categorical nature offederal funds and structural fragmentation of various 
federal programs, this issue proposes to coordinate work force development efforts 
by convening a multi-agency Work Force Development Council and implementing 
"bottom-up grant consolidation" for states and localities. 

DOLIO 	 Refocus the Responsibility for Ensuring Workplace Safety and Health cbe cbe 
This recommendation proposes to shift responsibility for workplace safety and health 
to employers by issuing regulations requiring self-inspections and implementing a 
sliding scale of incentives and penalties to ensure safety standards are met. 

DOLll 	 Open the Civilian Conservation Centers to Private and Public Competition cbe cbe 
A long-term reduction in costs ispossible through expanded competition for 
contracts to operate Job Corps Civilian Conservation Centers. 

DOL12 	 Partially Fund Mine Safety and Health Enforcement Through Service Fees -44.4 0.0 
Charge for services to put the mining industry on acomparable footing with other 
industries which bear the cost of their regulation. This proposes to partially fund 
enforcement of mine safety regulations through service fees. 

DOL13 	 Integrate Enforcement Activities within the Department of Labor cbe cbe 
Introduce greater coordination and flexibility in the DOL enforcement agencies to 
project a consistent message to customers and integrate approaches to common issues. 

DOLl4 	 Apply Information Technology to Expedite Wage Determinations for Federal 0.1 0.0 
Contracts 
Developing an electronic data interchange/data mapping system which isintegrated

into the Service Contract Act process should eliminate delays both in the delivery of
 
wage determinations and in procurement when caused by determination delays.
 

cbe - cannot be estimated (due to dam limitations or uncertainties about implementation time lines). 
na ,not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millions of Dollars) 

ChangeIn Change in 
Spending ReceiptsRecommendation 

na 	 naDOL15 	 Provide Research and Development Authority for the DOL's Mine Safety and 
Health Program 
Granting the Mine Safety and Health Administration authority to p.roure services 
and goods directly would improve the mine safety program by expediting the 
acquisition process for new and improved technology. 

DOL16 	 Increase Assistance to States in Collecting Delinquent Unemployment Insurance na na 
Trust Fund Contributions 
This recommendation outlines ways of improving state collections of delinquent 
unemployment insurance contributions. 

DOLl7 Revise and Update the Consumer Price Index 56.0 0.0 
The consumer price index has important consequences for both public and private 
decisions. This important measure should be updated to reflect recent inflation 
trends. 

DOLl8 Improve the Delivery ofLegal Services by the Office ofthe Solicitor in the na na 
Department of Labor 
The delivery of legal services by the Office of the Solicitor can be improved by using 
cooperative agreements, coordinated budgeting and better use of resources. 

-66.0 	 0.0DOL19 	 Transfer the Veterras' Employment and Training Service to the Employment 
and Training Administration 
The DOL can improve service delivery to veterans and save money by consolidating 
administration of this function. 

DO120 Reduce Federal Employees' Compensation Act Fraud -22.6 0.0 
Congress needs to amend several sections ofthe United States Code to enable DOL
 
to eliminate benefits to persons who have been convicted ofdefrauding the
 
program.
 

naDO11 	Change the Focus ofthe Unemployment Insurance Benefits Quality Control Program na' 
to Improve Performance 
Re-examining the present mix of systems to shift the focus of this program from 
error measurement to a constructive use of the results would allow DOL to improve 
benefit payment quality and more effectively achieve the program's goals. 

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
NASA01 	 Improve NASA Contracting Practices cbe cbe 

This recommendation outlines several steps NASA can take to improve its 
contracting procedures, including greater use ofperformance standards, contracting 
out for data instead ofhardware whenever appropriate, and using cooperative 
research agreements to more quickly exploit high performance computing 
techniques. 

na 	 naNASA02 	 Increase NASA Technology Transfer Efforts and Eflimnate Barrien to Technology 
Development 
NASA should expand its technology transfer efforts and promote the development 
of new technologies. 

NASA03 	 Increase NASA Coordination ofPrograms with the U.S. Civil Aviation Industy na na 
NASA should develop a closer relationship with the U.S. civil aviation industry to 
ensure industry inpu; isreceived early and throughout the technology development 
process. 

NASA04 	 Strengthen and Restructure NASA Management -1,982.0 0.0 
NASA program management should be aggressively overhauled. This
 
recommendation outlines a number of steps the agency should take, both in overall
 
management and in the management of the space station program.
 

NASA05 	 Clarify the Objectives ofthe Mission to Planet Earth Program na na 
This recommendation suggests anumber of steps needed to improve the 
management and performance of the Mission to Planet Earth program. 

cbe =cannot be estimated (due to data limitations or uncertainties about implementation time lines). 

na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millionsof Dollars)

Change 	in Change InRecommendation Spending Receipts 

NATIONAL SCIENCE FOUNDATION/OFFICE OF SCIENCE AND TECHNOLOGY POUCY 
NSF01 Strengthen Coordination of Science Policy na na 

NPR recommends modifying the current structure of the Federal Coordinating
Council for Science, Engineering, and Technology (FCCSET) to strengthen its role 
in science policy. 

NSF02 Use a Federal Demonstration Project to Increase Research Productivity na na 
NPR recommends using ademonstration project structured between several 
universities and five federal agencies as a model for a program to reduce 
administrative overhead on research grants. 

NSF03 Continue Automation ofNSF Research Support Functions 
NSF should push forward with efforts to implement advanced information 
technology in the proposal submission, review, award, and information 
dissemination areas. 

na na 

SMALL BUSINESS ADMINISTRATION 
SBA01 	 AllowJudicial Review of the Regulatory Flexibility Act cbe cbe 

Allow access to the courts when federal agencies develop rules that fail to properly
examine alternatives that will lessen the burden on small businesses. 

SBA02 	 Improve Assistance to Minority SmaU Businesses na na 
This proposal recommends a comple,. review of all federal minority business 
assistance programs and the establishment of aSmall Disadvaniag. Business Set-
Aside program for civilian agencies to provide increased opportunities for minority 
small business. 

SBA03 Reinvent the U.S. Small Business Administration's Credit Programs na na 
Identify ways to improve SBA's credit programs to make SBA more responsive to 
those industries with the potential for creating a higher number ofjobs, those 
involved in ;nternational trade, and those pr:viding critical technologies. It will also 
enable the agency to operate more efficiently. 

SBA04 Examine Federal Guidelines for Small Business Lending Requirements na na 
The federal government should examine the guidelines bank regulators set for small 
business lending by financial institutions to ensure that capital isavailable without 
undue barriers while maintaining the integrity of the financial institutions. 

SBA05 Manage the Microloan Program to Increase Loans for Small Business na na 
Allowing SBA to guarantee loans made by banks to nonprofit intermediaries, who 
could, in turn, make small loans to low-income individuals, women, minorities and 
other small businesses unable to obtain credit through traditional lending sources 
would increase private sector participation and lessen administrative burdens linked 
to direct government lending. 

SBA06 Establish User Fees for Small Business Development Center Services 0.0 102.0 
Authorize Small Business Development Centers to charge a nominal fee for their 
services to reduce federal outlays and require the direct beneficiaries of the assistance 
to pay ashare of the cost. 

SBA07 Distribute SBA Staff Based on Workload and Administrative Efficiency na na 
Reallocating staffbased on administrative efficiency and objective workload 
measures to allow the SBA to better serve its customers by shifting resources from 
its central and regional offices ilito its district offices. 

SBA08 Improve Federal Data on Small Businesses na na 
The quality of information made available to shape federal legislative and regulatory
actions affecting small and large businesses will be increased iffederal household 
and employer surveys include a "size of firm" question. 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines).
 
na = not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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(Millionsof Dollars)


Change In Change in
 
Spending Receipts
Recommendation 

DEPARTMENT OF STATE/U.S. INFORMATION AGENCY 
DOS01 Expand the Authority of Chiefs of Mission Overseas cbe cbe 

This recommendation proposes a pilot program to expand the management 
authority of Chiefs ofMission overseas in the allocation of fiscal and staffing 
resources. 

DOS02 Integrate the Foreign Affairs Resource Management Process na na 
NPR recommends specific reforms of the interagency foreign policy resource
 
management process to improve coordination. The recommendation also covers
 
specific improvements within the Department of State.
 

DOS03 	 Improve State Department Efforts to Promote U.S. Business Overseas cbe cbe 
International trade isan important responsibility of U.S. missions overseas in the 
post-Cold War world. This recommendation outlines several improvements that 
can be made in State Department effirts in this area. 

DOS04 	 Provide Leadership in the Department's Information Management cbe cbe 
The Department of State should make significant changes inthe way it manages 
information technology policy. Several improvements are recommended. 

DOS05 	 Reduce Mission Operating Costs -57.8 0.0 
Several recommendations are made for reducing U.S. costs to operate missions 
overseas, including eliminating certain facilities, reducing security costs and 
considering altogether new forms of overseas representation. 

na 
This recommendation supports the Administration's decision to consolidate U.S.
 
international broadcasting under USL. and outlines ways of extending the benefits
 
of this change.
 

DOS07 	 Relocate the Mexico City Regional Administrative Management Center -0.1 0.0 
NPR recommends moving this administrative support office to the U.S. to save 
money and recommends examining the need for similar offices now in Paris and 
Bangkok. 

DOS08 	 Improve the Collection of Receivables -9.8 0.0 
The State Department should do a better job collecting debts, such as medical 
expenses and others, owed to the department. 

DOS09 	 Change UN Administrative and Assessment Procedures -36.2 0.0 
This recommendation outlines several changes in the U.S.'s fiscal relationship with 
the United Nations, including recommending an oversight office for the 
organization and tax law changes to reduce costs to the federal government. 

DOS06 	 Consolidate U.S. Nonmilitary International Broadcasting na 

DEPARTMENT OF TRANSPORTATION 
DOT01 	 Measure Transportation Safety na na 

NPR recommends the development of common, government-wide measures of 
transportation safety. 

DOT02 	 Streamline the Enforcement Process cbe cbe 
NPR recommends pilot programs inthe tJ.S. Coast Guard, the Federal Aviation 
Administration, and the Federal Highw.,y Administration, designed to offer greater 
flexibility in enforcement methods. 

DOT03 	 Use a Conwrseus-Eluilding Approach to Expedite Transportationand Environmental na na 
Decisionmaking 
DOT should conduct two demonstration projects to apply aproblem-solving
 
approach to transportation planning, development and decisionmaking as a means
 
of reducing costs and improving the efficiency ofagency decisionmaking.
 

DOT04 	 Establish a Corporation to Provide Air Traffic Control Services 0.0 0.0 
NPR recommends development of adetailed action plan and statutory language for 
changes in air traffic control management to make it more business-like. 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 

na - not applicable--recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 

149 



FROMRED TAPE TO RESULTS * CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS
 

Recommendation 

DOT05 	 Permit States to Use Federal Aid as a Capital Reserve 

This recommendation would allow federal transportation grant recipients to use
 
grant funds capital reserve to back debt financing to construct eligible
 
transportation projects.
 

DOT06 	 Encourage Innovations in Automotive Safety 

NPR recommends allowing the National Highway Traffic Safety Administration to
 
grant more exemptions from highway safety standards to develop new safety
 
systems.
 

DOT07 	 Examine User Fees for International Over-Flights 

DOT should conduct acost allocation stady to determine whether foreign air
 
carriers passing over U.S. air space are paying their fair share and whether direct
 
user fees should be imposed.
 

DOT08 	 Increase FAA Fees for Inspection ofForeign Repair Facilities 

To ensure full cost recovery, increase the fees charged for certification and
 
surveillance of foreign aircraft repair stations.
 

DOT09 Contract for Level I Air Traffic Control Towers 
.4PRrecommends converting 99 Level I (low-use) air control towers to contract 
operation and reviewing the remaining Level I towers for possible 
decommissioning. 

DOTIO 	 Establish an Aeronautical Telecommunications Network to Delop a Public-Private 
Consortium 
FAA should pursue the creation of apublic-private consortium under a cooperative 
agreement with industry to develop an Aeronautical Telecommunications Network. 

DOTI1 	 Improve Intermodal Transportation Policy Coordination and Management 
DOT should institute a strategic planning process to promulgate national, 
integrated transportation policies. 

DOT12 	 Develop an Integrated National Transportation Research and Development Plan 
DOT should examine the nation's transportation-related research and development 
portfolio and develop an integrated national transportation plan that considers 
specific transportation research needs as well as intermodal transportation plans. 

DOT13 	 Create and Evaluate Telecommuting Programs 
DOT should implement atelecommuting plan within the agency and should 
evaluate transportation-related behavior and other topics requiring research in this 
area. 

DOT14 	 Improve DOT Information Technology Management 
The department should develop an information management strategy which will 
enable the sharing of data among its component agencies and reduce costs. 

DOT15 	 Provide Reemployment Rights for Merchant Mariners 
Guarantee reemployment rights to U.S. seafarers at their private sector jobs if called 
to serve during a war or national emergency. 

DOT16 	 Establish an Independent Commission to Review U.S. Maritime Industry
NPR recommends adetailed examination of the future of the maritime industry in 
the U.S. and the benefits derived by the taxpayers from maritime industry subsidies 
and related issues. 

DOT17 	 Eliminate Funding for Highway Demonstration Projects 
Rescind funding for existing highway demonstration projects. These demonstration 
projects should compete at the state level for the limited highway resources available 
and not be singled out for special treatment at the federal level. 

DOTI8 	 Reduce Spending for the U.S. Merchant Marine Academy 
As an economy measure, federal funding for the U.S. Merchant Marine Academy 
should be cut by half. The Academy should be given the ability to charge tuition to 
cover aportion of its operations. 

DOT19 	 Rescind Unobligpited Earmarks for the FTA New Starts and Bus Program 
Rescind unobligated balances for fiscal year 1992 and prior earmarked funding 
under this ETA program that remain unobligated after three years. 

cbe - cannot be estimated (due to data limitations or uncertainties about i.nplementation time lines). 

Fiscal Impact, 1994-99 
(Millions of Dollars)

Change In Change in
Spending Receipts 

na 	 na 

na 	 na 

0.0 	 9.0 

0.0 8.0 

-3.1 0.0 

na 	 na 

na na 

na na 

na 	 na 

-224.5 0.0 

na na 

na.. na 

-7,853.( 0.0 

-45.6 	 0.0
 

-131.5 	 0.0
 

na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millions of Dollars) 

Change In Change in 
Recommendation Spending Receipts 

DOT20 	 Reduce the Annual Essential AirService Subsidies -65.0 0.0 
This recommendation would set new, more restrictive criteria for small airports to 
qualify for essential air service subsidies. 

DOT21 	 Terminate GrantFunding for Federal Aviation Administration Higher Education -45.4 0.0 
Programs 
To reduce costs, eliminate federal grant funding of two FAA post-secondary 
education programs. 

DOT22 Assign Office ofMotor Carriers (OMC) Field Staffto Improve Program Effectiveness cbe cbe 
and Reduce Costs 
OMC should develop a resource allocation model so that regional managers will be 
able to optimize geographic assignment ofstaff, schedule carrier reviews in an 
efficient manner, and eliminate unnecessary travel requirements. 

DOT2. 	 Automate Administrative Requirements for Federal Aid Highway Projects na na 
NPR recommends improvements in the flow of information on Federal Aid 
Highway projects that will reduce paperwork and reduce staff time in completing 
certain forms and other current requirements. 

DEPARTMENT OF TREASURY/RESOLUTION TRUST CORPORATION 
TRE01 Improve the Coordination and Structure of Federal Law Enforcement Agncies* 

NPR recommends the designation of the Attorney General as the Director of Law 
Enforcement to coordinate federal law enforcement efforts. It also recommends 

$-92.9 $0.0 

changes in the alignment of federal law enforcement responsibilities. 

TRE02 Improve Border Management* 
Federal border management should be significantly improved. NPR recommends a 
series of actions to be taken by Customs and INS to make these improvements. 

cbe ce 

TRE03 Redirect and Better Coordinate Resources Dedicated to the Interdiction of Drugs* -186.6 0.0 
This recommendation outlines changes that can be made to better coordinate 
federal programs directed at the air interdiction of drugs. 

TRE04 Foster Federal-State Cooperative Initiatives by the IRS 
Cooperative relationships between the IRS and state tax administrations, including 
joint filing of data, should improve taxpayer service as well as collection activity 

cbe cbe 

while reducing costs. 

TRE05 Simplify Employer Wage Reporting 
The administrative burden caused by our current employer wage-reporting 
requirements could be reduced while maintaining or improving the effectiveness of 
government operations by developing and implementing a simplified wage 
reporting system. 

die cbe 

TRE06 Establish Federal Firearms License User Fees to Cover Costs 0.0 132.5 
The current fee for a retail dealer's firearms license (authorized in 1968) does not 
cover the cost of license processing and islow enough to encourage applications 
from individuals wishing to occasionally purchase firearms at reduced cost. 
Increased fees would recover the cost ofoperating the firearms program. 

TRE07 Improve the Management of Federal Assets Targeted for Disposition* 
Improvements are needed inthe methods by which the federal government disposes 
ofvarious assets. 

cbe cbe 

TRE08 Reduce the Duplcaiion of Drug Intelligence Systems and Improve Computer 
Security-
NPR recommends several changes to eliminate duplication in the federal drug 

na na 

intelligence system. 
TRE09 Modernize the IRS cbe ce 

The IRS Tax System Modernization (TSM) initiative, currently in its initial stages, 
would ease taxpayer burdens due to manual return processing and inaccessible 
information, and enable IRS to provide a level ofservice comparable to private 
sector financial institutions. 

"Issue corresponds to an identical issue in the Department ofJustice report; fiscal impact isfor Treasury only.
 

cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines)..
 
na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority.
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Recommendation 

TRE10 Modernize the US. Customs Service 


NPR recommends a number of changes in Customs' organization and management
 
processes to provide an improved management structure and strategic vision.
 

TREI1 Ensure the Efficient Merger ofResolution Trust Corporation into the FDIC 

The merger ofthe RTC and the FDIC should ensure the transfer of RTC expertise
 
not currently held by the FDIC in order to provide the most efficient 
administration of these asset-disposition functions. 

TRE12 	 Reduce the Duplication ofLaw Enforcement Training Facilities* 

Overlap and duplication in the provision of federal law enforcement training

facilities should be examined. Multi-agency training needs should be
 
accommodated through existing facilities in lieu of the construction of new facilities
 
by individual agencies.
 

TRE13 	 Streamline Background Investigations for Federal Employees* 
The current method of completing background examinations of federal employees
istime-consuming and inefficient. This recommendation oudines improvements to 
streamline the process without sacrificing thorcughness. 

TRE14 	 Adjust Civil Monetary Penalties to the Inflation Index* 
Civil monetary penalties have not been adjusted to keep up with inflation. Under 
this recommendation, a "catch-up" adjustment would be made. and the need for 
additional inflation adjustments would be automatically rzassessed by the 
government every four years. 

TRE15 Increase IRS Coliections Through Better Compliance Efforts 
NPR supports the current efforts of the IRS under Compliance 2000 to improve
voluntary compliance and other efforts to collect taxes already owed to the federal 
government. 

TRE16 	 Improve Agency Compliance with Employment Tax Reporting Requirements 
Many federal agencies do not flly comply with federal tax reporting requirements.
Responsibilities for compliance shoidd be more fully communicated and enforced. 

TRE17 Authorize Federal Tax Payment by Credit Card 
Legislation should be enacted to allow certain taxpayers to make tax payments with 
a credit card. 

TRE18 Modernize the Financial Management Systems 
NPR recommends several changes to improve financial management with Treasury,
induding consolidation of some operations, the improved use of technology, and 
other actions. 

TRE19 Repeal Section 5010 ofthe Internal Revenue Code to Eliminate Tax Credits 
for Wine and Flavors 
The wine and flavors tax credit should be repealed. 

TRE20 Amend or Repeal Section 5121 ofthe Internal Revenue Code Requiring Special 
Occupational Taxes on Retail Alcohol Dealers 
This recommendation would increase federal income fiom alcohol dealers. 

DEPARTMENT OF VETERANS AFFAIRS 
DVA01 	 Develop the Master Veteran Record and Modernize the Department's Information 

Infrastructure 
Creation ofa reaster veteran record for all VA programs and the improvements in 
the department's information technology will improve services to veterans and their 
families. 

DVA02 	 Modernize Benefits 'Claim Processing 
Modernization of the VA benefits daims processing system will improve the quality
ofservice and save taxpayer dollars over time. 

Flsal Impact, 1994-99
(Millions of Dollars)
 

Change in Change In
 
Spending Receipts
 

0.0 450.0 

na 	 na 

cbe 	 cbe 

cbe 	 che 

0.0 	 126.0 

cbe 	 cbe 

ce 	 cbe 

cbe 	 cbe 

-41.1 	 0.0 

0.0 500.0 

0.0 	 45.0 

na 	 na 

na 	 na 

*Issue corresponds to an identical issue in the Department ofJustice report, fiscal impact is for Treasury only. 
cbe - cannot be estimated (due to data limitations or uncertainties about implementation time lines). 
na not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Fiscal Impact, 1994-99 
(Millions of Dollars) 

Change in Change In 
Recommendation Spending Receipts 
DVA03 	 Eliminate Legislative Budget Constraints to Promote Management Effectiveness cbe cbe 

VA iscovered by a number of special legislative requirements, including 
employment "floors" for certain programs. Reducing or eliminating some ofthese 
controls can reduce costs and improve service without sacrificing accountability. 

DVA04 	 Stremnline Benefits Claims Processing 1.8 0.0 
VA should examine the usefulness ofa New York Regional Office approach to
 
benefits claims processing that promises to streamline the process. It should also
 
examine regional staffing.
 

DVA05 	 Consolidate Department ofDefense and Department ofVeterans Affairs cbe cbe 
Compensation and Retired Pay Programs 
DOD and VA should create a task force to jointly examine their disability 
compensation adjudication and disbursement processes. 

DVA06 	 Enhance VA Cost Recovery Capabilities 0.0 486.5 
Revise VA policy to use a portion ofcost recovery funds to defray debt collection 
costs and expand recoveries to save money. 

DVA07 	 Establish a Working Capital Fund na na 
This recommendation would allow creation ofaworking capital fund using existing 
resources in the department to be used for certain selected needs. 

DVA08 	 Decentralize DecisionmakingAuthority to Promote Management Effectiveness na na 
NPR recommends that VA headquarters and field management work together to 
improve agency decisionmaking, including the delegation of some decisionmaking 
to field activity directors. 

DVA09 	 Establish a Comprehensive Resource Allocation Program na na 
VA should design and develop a comprehensive, departmentwide, performance and 
needs-based resource allocation program to replace current approaches. 

DVA10 	 Serve Veterans and Their Families as Customers na na 
This recommendation outlines several approaches for VA to improve its focus on 
veterans and their families as customers. 

DVAI1 	 Phase-Out and Close Supply Depots -168.0 0.0 
VA should convert its existing centralized depot storage and distribution program to 
a commercial just-in-time delivery system and close unneeded supply depots. 

DVA12 	 Improve Business Practices through Electronic Commerce -124.1 0.0 
VA should expand its use of electronic media to reduce paperwork and save money. 
It should seek to make greater use of electronic funds transfer ofcompensation and 
pension benefits. 

DVA13 	 Eliminate "Sunset" Dates in the Omnibus Budget Reconciliation Act of 1990 -704.8 490.0 
To achieve cost savings, extend certain cost savings measures that are due to expire 
in 1998. 

DVA14 	 Raise the Fees for Veterans Affairs' Guaranteed Home Loans -811.4 0.0 
As a cost savings measure, loan fees on veterans loans should be raised above the 
levels set in the Omnibus Budget Reconciliation Act of 1994. 

DVA15 	 Restructure the Veterans Affairs' Health Care System 0.0 0.0 
VA should reexamine its role and delivery structure after the issuance of the report
 
of the President's National Health Care Reform Task Force and take actions to
 
restructure the VA health care system.
 

DVA16 	 Recover Administraive Costs ofVeterans' Insurance Program from Premiums 0.0 0.0 
and Dividends 
VA should be permitted to recover certain insurance program costs from insurance 
trust fund surpluses. Grand Total $28,100 $8,300 

cbe =cannot be estimated (due to data limitations or uncertainties about implementation time fines). 

na - not applicable-recommendation improves efficiency or redirects resources but does not directly reduce budget authority. 
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Introduction 
The NPR recommendations yield $108.0 billion in 

savings for the 5 year period, FY1995-1999. 
$36.4 billion result from the specific changes in 
individual agencies that were detailed in Appendix A. 
The remaining $71 billion result from 
governmentwide changes explained here 

This appendix provides the estimates of the 
governmentwide changes, and the assumptions 
underlying those estimates. Savings by major issue area 
are shown in Table B-1. 

1.Streamlining The Burea acy Through 
Reenginering. 
These estimates assume: 
a. Agency reengineering will allow a 12% reduction 

ofcivilian personnel over 5 years. 
b.Administrative and central control stafli and 

supervisors will be the primary areas for 
downsizing. 

c. Attrition, enhanced severance, reassignment, 
relocation, outplacement and retraining will be 
the primary tools to accomplish the reduction. 

d. Agencies will use other tools as necessary to 
accomplish the 12% reduction. 

e.The 12% reduction includes and increases the 
Administration's previously established 4% 
personnel reduction goal for fiscal 1995. 

f Indirect costs associated with personnel, such as 
office space and expenses, travel and supplies, are 
not included in the dollar estimates. 

2. Reinventing Federal Procurement 
These estimates assume 
a. The General Service Administration's estimate 

that total annual procurement costs equal $200 
billion (GSA Federal Procurement Report). 

b.Savings can be generated by a variety of reforms 
inprocurement systems, including simplified 
acquisition thresholds, labor law reforms, IT 
procurement reforms, shifting from government 
specifications to commercial items, expanded use 
of purchase cards, and electronic commerce. 

c. Savings up to 12% of procurement spending 
may be achieved through these reforms (study 
by Defense Systems Management College). The 
NPR used 5% as a mid-range estimate. 

d.To avoid double-counting, savings associated 

with reductions inprocurement personnel are 
excluded from this "reinventing procurement" 
savings estimate. 

3. Reeingeering Through Information 
Technology 
These estimates assume. 
a. A $25 billion baseline in information technology 

(MT) spending, based on obligations reported 
through OMB circular A-1I by executive branch 
agencies for acquisition, operation, and use ofIT 
sysrem. 

b. 30% savings in IT systems may be achieved 
through information infrastructure 
consolidation and standardization - this savings 
estimate is extrapolated from the "Defense 
Information Infrastructure Initiative" 
(December 1992, Resource Summary). Since 
Defense IT spending constitutes roughly one
half oftotal IT spending it is assumed that equal 
savings can be obtained from the IT budgets of 
civilian agencies. 

c. Savings from electronic benefits transfer and 
from consolidation and modernization ofthe 
federal information infrastructure; offsetting 
costs result fro:, iconsolidation and 
modernization of the law enforcement and safety 
mobile networks and a program to provide 
citizens with better access to government 
information. 

d. Savings for electronic benefits transfer nationally 
may be extrapolated from pilot programs in the 
states of New Mexico and Minnesota. 

e. Savings recommended for the Department of 
Transportation IT consolidation and 
modernization are subtracted to avoid double
counting. 

4. Intragovenmmental Administraiw Costs. 
Simplifying and reducing the federvl government's 

reporting requirements will generate savings at the 
federal, state, and local levels. The estimate assunes 
that over 75% ofthe state and local governments will 
accept a fee-for-service option in place of existing cost 
reimbursement procedures from FY1995-1999 in 
return for greater administrative flexibility. Eliminating 
cost reimbursement procedures slows cost growth by 
3%per year at the federal level. 
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Table B-1. Estimates ofSavings from
 
NPR einmenl-tions
 

(dollars in bilons)
 

Fiscal Fiscal Fsad Fiscal FOsad 
Year Year Year Year Ywar 
1995 1996 1997 1998 1999 Total 

1. Strumlining the 
B through 5.0 5.8 7.4 9.5 12.7 40.4 

2. 	Reinventing Federal 
Procurement 0.0 5.6 5.6 5.6 5.7 22.5 

3. 	Reemgineei 4gThrough 
Information TechnooV 0.1 0.5 1.2 1.6 2.0 5.4 

4. 	Reducing negvrmental 
AdminsUative Costs 0.5 0.7 0.7 0.7 0.7 33 

5. 	Changes to Individual 
Agencies (se Appendix A) 7.0* 6.2 7.0 7.3 8.9 36.4 

Total NPR Savings 12.6 18.8 21.9 24.7 30.0 108.0 

*FY95 column includes $0.5 billion in FYI 994 savings. 
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FROM RED TAPE TO RESULTS 0 CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

Recommendations 
CREATING QUALITY LEADERSHIP AND MANAGEMENT 
QUAL01 	 PROVIDE IMPROVED LEADERSHIP AND MANAGEMENT OF THE EXECUTIVE BRANCH 

The President should define avision for the management of the government in the 21st century. To act on this vision, he 
should direct department and agency heads to designate chief operating officers and he should establish a President's 
Management Council, comprised of the chiefoperating officers, to oversee the implementation ofNPR's recommendations. 

QUAL02 	 IMPROVE GOVERNMENT PERFORMANCE THROUGH STRATEGIC AND QUALITY MANAGEMENT 
Encourage all department and agency heads to lead and manage inaccordance with the criteria in the Presidential Award for 
Quality. To begin this culture change, all executive branch employees-starting with the President and Cabinet-should 
attend appropriate educational sessions on strategic and quality management. 

QUAL03 STRENGTHEN THE CORPS OF SENIOR LEADERS 
Develop guidance to be used to determine the qualifications needed for selected senior political appointee positions, and 
provide adequate o'ientations for individuals upon their appointment. 

QUAL04 IMPROVE LEGISLATIVE-EXECUTIVE BRANCH RELATIONSHIP 
Improve communications between the executive branch, members of Congress, and congessicnal staffon key issues during
and after program and policy development and implementation. Develop an agreed-upon approach for dealing with 
management failures, crises, and chronic program dhiculties. 

STREAMUNING MANAGEMENT CONTROL 
SMC01 	 IMPLEMENT ASYSTEMS DESIGN APPROACH TO MANAGEMENT CONTROL 

Redesign the existing collection of management control mechanisms for the executive branch, using a systems design
approach, in order to create a well managed and cost-effective system. 

SMC02 	 STREAMLINE THE INTERNAL CONTROLS PROGRAM TO MAKE IT AN EFFICIENT AND EFFECTIVE 
MANAGEMENT TOOL 
Rescind the current set of Internal Control Guidelines and replace them with a broader handbook on management controls. 

SMC03 	 CHANGE THE FOCUS OF THE INSPECTORS GENERAL 
Change the focus of Inspectors General from compliance auditing to evaluating management control systems.
In addition, recast the IGs method of operation to be more collaborative and less adversarial. 

SMC04 INCREASE THE EFFECTIVENESS OF OFFICES OF GENERAL COUNSEL 
Define dearly the clients ofagency General Counsel offices as agency line managers. Train staffattorneys to understand the
cultural changes they will need to undertake to operate in an environment where program results are important. Develop
performance measures and "feedback loops" to ensure dose cooperation with line managers. 

SMC05 IMPROVE THE EFFECTIVENESS OF THE GENERAL ACCOUNTING OFFICE THROUGH INCREASED 
CUSTOMER FEEDBACK 
Improve GAO's documentation of best practices and the use of feedback loops on its performance. 

SMC06 	 REDUCE THE BURDEN OF CONGRESSIONALLY MANDATED REPORTS 
Eliminate at least 50 percent of all congressionally mandated reports. Review new reporting requirements for management
impact, and include asunset provision. 

SMC07 	 REDUCE INTERNAL REGULATIONS BY MORE THAN 50 PERCENT 
Direct department secretaries and agency heads to reduce by at least 50 percent the number ofinternal regulations, and the 
numbe: 4f pages of regulations, within 3 years. 

SMC08 	 EXPAND THE USE OF WAIVERS TO ENCOURAGE INNOVATION 
Establish a process for obtaining waivers from federal regulations and identifiing those regulations for which this process
should apply. 

TRANSFORMING ORGANIZATIONAL STRUCTURES 
ORG01 	 REDUCE THE COSTS AND NUMBERS OF POSITIONS ASSOCIATED WITH MANAGEMENT CONTROL 

STRUCTURES BY HALF 
Cut management control positions over the next 5years. Reinvest some of the savings in benchmarking, training, and
investments in new technology. In addition to separation incentives (see HRM 14), provide outplacement services to aflcted 
staff 

ORG02 USE MULTI-YEAR PEFORMANCE AGREEMENTS BETWEEN THE PRESIDENT AND AGENCY HEADS TO 
GUIDE DOWNSIZING STRATEGIES 
Performance agreements with agency heads (see BGTOI) should be used to identify progress toward agreed upon downsizing
goals-not central management agency controls such as across-the-board cuts or ceilings on employment. In exchange,
agencies will be supported with increased management flexibilities. 

ORG03 	 ESTA3LISH ALIST OF SPECIFIC FIELD OFFICES TO BE CLOSED
 
Within 18 months, the President's Management Council should submit a list to Congress ofcivilian field
 
offices that should be dosed.
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Recommendations 
ORG04 	 THE PRESIDENT SHOULD REQUEST AUTHORITY TO REORGANIZE AGENCIES 

Congress should restore to the President the authority to restrurrare the executive branch. 

ORG05 	 SPONSOR THREE OR MORE CROSS-DEPARTMENTAL INITIATIVES ADDRESSING 
COMMON ISSUES OR CUSTOMERS 
The President's Management Council should identify and sponsor three or more cross-departmental initiatives 
inareas such as illegal immigration, debt collection, and the problems of the homeless. 

ORG06 IDENTIFY AND CHANGE LEGISLATIVE BARRIERS TO CROSS-ORGANIZATIONAL COOPERATION 
As cross-organizatonal collaborations become an integral part of government operations, barriers t ready collaboration and 
funding should be removed. 

IMPROVING CUSTOMER SERVICES 
ICS01 	 CREATE CUSTOMER-DRIVEN PROGRAMS INALL DEPARTMENTS AND AGENCIES THAT PROVIDE 

SERVICES DIRECTLY TO THE PUBLIC 
Establish an overall policy for quality of federal services delivered -othe public and initiate customer service programs inall 
agencies that provide services directly to the public. 

ICS02 CUSTOMER SERVICE PERFORMANCE STANDARDS-INTERNAL REVENUE SERVICE 
As part of its participation inthe NPR, the Internal Revenue Service ispublishing customer service perfbrmance standards. To 
speed the delivery of taxpayer refunds, the Secretary of the Treasury should delegate disbursing authority to IRS in 1993 and 
future tax seasons. 

ICS03 	 CUSTOMER SERVICE PERFORMANCE STANDARDS-SOCIAL SECURITY ADMINISTRATION 
As part of its participation inthe NPR, the Social Security Administration ispublishing customer service performance 
standards. SSA will also obtain customer opinions on all the goals and objectives of their strategic plan, using that input to 
revise the goals and objectives as needed, set priorities, and establish interim objectives. 

ICS04 	 LUSTOMER SERVICE PERFORMANCE STANDARDS-POSTAL SERVICE 
As part of its participation inthe NPR, the U.S. Postal Service will expand its plans to display customer service standards in 
Post Office retail lobbies. 

ICS05 	 STREAMLINE WAYS TO COLLECT CUSTOMER SATISFACTION AND OTHER INFORMATION 
FROM THE PUBLIC 
For voluntary information collection requests directed at customers, OMB will delegate authority to approve such requests if 
departments certifly that they will fully comply with Paperwork Reduction Act requirements. OMB will also clarify rules on 
the use of fcus groups and streamline renewals of previously approved survey requests. 

MISSION-DRIVEN, RESULTS-ORIENTED BUDGETING 
BGT01 	 DEVELOP PERFORMANCE AGREEMENTS WITH SENIOR POLITICAL LEADERSHIP THAT REFLECT 

ORGANIZATIONAL AND POLICY GOALS 
The President should develop performance agreements with agency heads, starting with the top two dozen. Agency heads 
should also use performance agreements within their agency to forge an effective team committed to achieving organizational 
goals and objectives. 

BGT02 EFFECTIVELY IMPLEMENT THE GOVERNMENT PERFORMANCE AND RESULTS ACT OF 1993 
Accelerate planning and measurement efforts to improve performance inevery federal program and agency. Designate as pilots 
under the act several multi-agency efforts that have related programs and functions. Develop common measures and data 
collection efforts for cross-cutting issues. Clarify the goals and objectives of federal programs. Incorporate performance 
objectives and results as key elements inbudget and management reviews. 

BGT03 	 EMPOWER MANAGERS TO PERFORM 
Restructure appropriations accounts to reduce overitemization and to align them with programs. Ensure that direct operating 
costs can be identified. Reduce overly detailed restrictions and earmarks inappropriations and report language. Simplify the 
apportionment process. Reduce the excessive administrative subdivision of funds infinancial operating plans. 

BGT04 	 ELIMINATE EMPLOYMENT CEILINGS AND FLOORS BY MANAGING WITHIN BUDGET 
Budget and manage on the basis of operating costs rather than full-time equivalents or employment ceilings. Request Congress 
to remove FTE floors. 

BGT05 PROVIDE LINE MANAGERS WITH GREATER FLEXIBILITY TO ACHIEVE RESULTS 
Identify those appropriations that should be converted to multi- or no-year status. Permit agencies to roll over 
50 percent of their unobligated year-end balances inannual operating costs to the next year. Expedite reprogramming of funds 
within agencies. 

161 



FROM'RED TAPE TO RESULTS 0 CREATING A GOVERNMENT THAT WORKS BETTER & COSTS LESS 

Recommendations 
BGT06 	 STREAMLINE BUDGET DEVELOPMENTBegin the President's budget formulation process with amission-driven Executive Budget Resolution processthat will replace hierarchial budget development, delegate more decision making to agency heads, and promote acollaborativeapproach to crosscutting issues. In theprocess, eliminate multiple requirements for detailed budget justification materials. 

Negotiate a reduction inthe detailed budget justification provided to Congress. 
BGT07 	 INSTITUTE BIENNIAL BUDGETS AND APPROPRIATIONS 

Submit alegislative proposal to move from an annual to abiennial budget submission by the President 
Establish biennial budget resolution and biennial appropriation processes. Evaluate program effectiveness 
and refine performance measures inthe off-year. 

BGT08 	 SEEK ENACTMENT OF EXPEDITED RESCISSION PROCEDURES 
Pursue negotiations with the leadership of the House and Senate to gain enactment ofexpedited rescission authority. 

IMPROVING FINANCIAL MANAGEMENT 
FM01 	 ACCELERATE THE ISSUANCE OF FEDERAL ACCOUNTING STANDARDS 

Issue acomprehensive set of federal financial accounting standards within 18 months. If all standards are not issued under the 
present advisory board structure, create an independent federal financial accounting standards board. 

FMO2 	 CLARIFYAND STRENGTHEN THE FINANCIAL MANAGEMENT ROLES OF 
OMBAND TREASURY " 
Develop aMemorandum of Understanding to clarify the roles ofOMB and Treasury infinancial management. Create a 
governmentwide budget and financial information steering group to develop and provide guidance inimplementing an 

integrated budget and financial information strategic plan. Shift review of Financial Management Service budget to the OMB 
Deputy Director for Management. 

FMO3 	 FULLY INTEGRATE BUDGET, FINANCIAL AND PROGRAM INFORMATION 
Ensure that agency financial systems are incompliance with a revised OMB Circular A-127, "Financial Management
Systems," by September 1996. Provide interagency funding for the joint development offinancial systems. 

FM04 	 INCREASE THE USE OF TECHNOLOGY TO STREAMLINE FINANCIAL SERVICES 
Use electronic funds transfer to pay and reimburse expenses for all federal employees, to handle all interagency payments, to 
make payments to state and local governments, and to pay for purchases from the private sector. Similarly, all payments to 
individuals should be done electronically. 

FM05 	 USE THE CHIEF FINANCIAL OFFICERS (CFO) ACT TO IMPROVE FINANCIAL SERVICES 
Identify the set of financial management functions which should report to agency CFOs, and ensure that all financial 
management personnel are fuly-qualified when hired. Ensure that information being collected, disseminated, and reported on 
isuseful, objective, timely, and accurate for the benefit of program managers. 

FM06 	 "FRANCHISE" INTERNAL SERVICES 
The President's Management Council should encourage agencies to purchase common administrative services, such as payroll, 
computer support, or procurement, competitively from other ederal agencies that may be more responsive or offer better 
prices. 

FM07 	 CREATE INNOVATION FUNDS 
Allow agencies to create innovation capital funds from retained savings to invest in innovations that can improve service and 
provide a return on investme t. 

FM08 	 REDUCE FINANCIAL REGULATIONS AND REQUIREMENTS 
Eliminate timesheets and timecards and use technology to enter payroll data only on an exception basis. Allow use of 
commercial checking accounts instead of third-party accounts. Create a threshold below which it isnot cost effective to resolve 
audit findings. 

FM09 	 SIMPLIFY THE FINANCIAL REPORTING PROCESS 
Grant OMB the flexibility to consolidate and simplify over a dozen related statutory reports to Congress and the President. 
Require agency heads to provide two reports annually, a planning report and an accountabilk; report. Ensure that any future 
financial maagement reporting requirements can be addressed in either the planning or accountability reports. 

FM1O 	 PROVIDE AN ANNUAL FINANCIAL REPORT TO THE PUBLIC 
Provide a simplified version of a consolidated report on the finances of the federal government for distribution to the taxpayers
by June 1995. Develop a method of identifying and budgeting for the expected costs ofcontingent liabilities ofthe Federal 
Government. 

FMI 1 	 STRENGTHEN DEBT COLLECTION PROGRAMS 
Propose legislation to allow debt collection activities to be finded by the revenues generated from collections and to allow the 
agences to keep a certain percentage of any increased collection amounts. Propose legislation to l restrictions on the use of 
private collection, and expand agency litigation authority for debt collection through the designation ofspecial assistant U.S. 
Attorneys. 
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FM12 	 MANAGE FIXED ASSET INVESTMENTS FOR THE LONG TERM 

Establish along-term fixed asset planning and analysis process, and incorporate it into the federal budget process. Ensure there 
isno bias in the budget against long-term investments. 

FM13 	 CHARGE AGENCIES FOR THE FULL COST OF EMPLOYEE BENEFITS 
Require all agencies to pay the full accruing cost ofCivil Service Retirement and Pensions. OMB and the Office of Personnel 
Management should also research the possibility ofcharging agencies for civilian rttiree health benefits. 

REINVENTING HUMAN RESOURCE MANAGEMENT 
HRM01 	 CREATE A FLEXIBLE AND RESPONSIVE HIRING SYSTEM 

Authorize agencies to establish their own recruitment and examining pro=.Abolish centralized registers and standard 
application forms. Allow federal departments and agencies to determine that recruitment shortages exist and directly hire 
candidates without ranking. Reduce the types ofcompetitive service appointments to 3. Abolish the time-in-grade 
requirement. 

HRM02 	 REFORM THE GENERAL SCHEDULE CLASSIFICATION AND BASIC PAY SYSTEM 
Remove all grade-level classification criteria from the law. Provide agencies with flexibility to establish broadbanding systems 
built upon the General Schedule framework. 

HRM03 	 AUTHORIZE AGENCIES TO DEVELOP PROGRAMS FOR IMPROVEMENT OF INDIVIDUAL AND 
ORGANIZATIONAL PERFORMANCE 
Authorize agencies to design their own performance management programs which define and measure success based on each 
agency's unique needs. 

HRM04 	 AUTHORIZE AGENCIES TO DEVELOP INCENTIVE AWARD AND BONUS SYSTEMS TO IMPROVE 
INDIVIDUAL AND ORGANIZATIONAL PERFORMANCE 
Authorize agencies to develop their own incentive award and bonus systems. Encourage agencies to establish productivity 
gainsharing programs to support their reinvention and change efforts. 

HRM05 	 STRENGTHEN SYSTEMS TO SUPPORT MANAGEMENT IN DEALING WITH POOR PERFORMERS 
Develop aculture of performance which provides supervisors with the skills, knowledge, and support they need to deal with 
poor performers, and holds supervisors accountable for effectively managing their human resources. Reduce by half the time 
needed to terminate federal employees for cause. 

HRM06 	 CLEARLY DEFINE THE OBJECTIVE OF TRAINING AS THE IMPROVEMENT OF INDIVIDUAL AND 
ORGANIZATIONAL PERFORMANCE; MAKE TRAINING MORE MARKET-DRIVEN 
Reduce restrictions on training to allow managen. to focus on organizational mission ando take advantage ofthe available 
training marketplace. 

HRM07 	 ENHANCE PROGRAMS TO PROVIDE FAMILY-FRIENDLY WORKPLACES 
Implement family-friendly workplace practices (flex-time, flexiplace, job sharing, telecommuting) while ensuring 
accountability for customer service. Provide telecommunications and administrative support necessary for employees 
participating in flexiplace and telecommuting work arrangements. Expand the authority to establish and fund depndent care 
programs. Allow employees to use sick leave to care for dependents. Allow employees who leave and then re-enter federal 
service to be given credit for prior sick leave balances. 

HRM08 	 IMPROVE PROCESSES AND PROCEDURES ESTABLISHED TO PROVIDE WORKPLACE DUE PROCESS FOR 
EMPLOYEES 
Eliminate jurisdictional overlaps. All agencies should establish alternative dispute resolution methods and options for the 
informal disposition ofemployment disputes. 

HRM09 	 IMPROVE ACCOUNTABILITY FOR EQUAL OPPORTUNITY GOALS AND ACCOMPLISHMENTS 
Charge all federal agency heads with the responsibility for ensuring equal opportunity and increasing representation of 
qualified women, minorities, and persons with disabilities into all levels and job categories, including middle and senior 
management positions. 

HRMIO 	 IMPROVE INTERAGENCY COLLABORATION AND CROSS TRAINING FOR HUMAN RESOURCE 
PROFESSIONALS 
Establish an Interagency Equal Employment Opportunity and Affirmative Employment Steering Group under the joint chair 
of the Equal Employment Opportunity Commission and the Office of Personnel Management. Require appropriate cross 
training for human resource management professionals. 

HRMlI 	 STRENGTHEN THE SENIOR EXECUTIVE SERVICE SO THAT IT BECOMES A KEY ELEMENT IN THE 
GOVERNMENTWIDE CULTURE CHANGE EFFORT 
Create and reinforce a corporate perspective within the Senior Executive Service that supports govemmentwide culture 
change. Promote a corporate succession planning model to use to select and develop senior staff. Enhance voluntary mobility 
within and between agencies for top senior executive positions in government. 
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HRM12 	 ELIMINATE EXCESSIVE RED TAPE AND AUTOMATE FUNCTIONS AND INFORMATION 

Phase out the entire 10,000 page Federal Personnel Manual (FPM) and all agency implementing directives by December 
1994. Replace the FPM and agency directives with automated personnel processes, electronic decision support systems and
"manuals" tailored to user needs. 

HRM13 	 FORM LABOR-MANAGEMENT PARTNERSHIPS FOR SUCCESS 
Identify labor-management partnerships as agoal of the executive branch and establish the National Partnership Council. 

HRM14 	 PROVIDE INCENTIVES TO ENCOURAGE VOLUNTARY SEPARATIONS 
Provide departments and agencies with the authority to offer separation pay. Decentrai the authority to approve early
retirement. Authorize departments and agencies to fund job search activities and retraining ofemployees scheduled to be 
displaced. Limit annual leave accumulation by senior executives to 240 hours. 

REINVENTING FEDERAL PROCUREMENT 
PROC0I 	 REFRAME ACQUISITION POLICY 

Convert the 1,600 pages of the Federal Acquisition Regulation from a set of rigid rules to a set ofguiding principles. 
PROC02 	 BUILD AN INNOVATIVE PROCUREMENT WORKFORCE 

Establish an interagency program to improve the governmentwide procurement workforce. Provide civilian agencies with 
authority for improving the acquisition workforce similar to that of the Defense Department's. 

PROC03 	 ENCOURAGE MORE PROCUREMENT INNOVATION 
Provide new legislative authority to test innovative procurement methods. Establish a mechanism to disseminate information 
govemmentwide on innovative procurement ideas. 

PROC04 	 ESTABLISH NEW SIMPLIFIED ACQUISITION THRESHOLD AND PROCEDURES 
Enact legislation to simplify small purchases by raising the threshold for the use of simplified acquisition procedures from 
$25,000 to $100,000 and raise the various thresholds for the application of over adozen other statutory requirements that 
similarly complicate the process. To ensure small business participation, establish a single electronic bulletin board capability 
to provide access to information on contracting opportunities. 

PROC05 	 REFORM LABOR LAWS AND TRANSFORM THE LABOR DEPARTMENT INTO AN EFFICIENT PARTNER 
FOR MEETING PUBLIC POLICY GOALS 
Enact legislation to simplify acquisiion labor laws such as the Davis-Bacon Act, the Copeland Act, and the Service Contract 
Act. Improve access to wage schedules through an on-line electronic system. 

PROC06 	 AMEND PROTEST RULES 
Change the standard of review at the General Services Board of Contracts Appeals to conform to that used in the relevant 
courts. Allow penalties for frivolous protests. Allow contract negotiation to continue up to the point of contract award, even 
though a protest has been filed with the General Services Board of Contract Appeals. 

PROC07 	 ENHANCE PROGRAMS FOR SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS CONCERNS 
Repeal statutory limitations on subcontracting and substitute regulatory limitations to provide greater flexibility. Authorize 
civilian agencies to establish small disadvantaged business set-asides. 

PROC08 	 REFORM INFORMATION TECHNOLOGY PROCUREMENTS 
Increase the delegation ofauthority to agencies to purchase information technology. For purchases less than $500,000 for 
products, and $2.5 million for services over the life of a contract, eliminate indepth requirements for analyses ofalternatives. 
Pilot-test alternative ways of buying commercially available information technology items. 

PROC09 	 LOWER COSTS AND REDUCE BUREAUCRACY IN SMALL PURCHASES THROUGH THE USE OF 
PURCHASE CARDS 
Provide managers with the ability to authorize employees to purchase small dollar value items directly using a government
purchase card. Require internal government supply sources to accept this card. 

PROCI0 	 ENSURE CUSTOMER FOCUS INPROCUREMENT
 
Revise Procurement Management Reviews to incorporate NPR principles such as "focusing on results"
 
for the line n)anagers.
 

PROCI1 	 IMPROVE PROCUREMENT ETHICS LAWS
 
Create consistency across the government inthe application ofprocurement ethics laws.
 

PROC12 ALLOW FOR EXPANDED CHOICE AND COOPERATION IN THE USE OF SUPPLY SCHEDULES 
Allow state and local governments, grantees, and certain nonprofit agencies to use federal supply sources. Similarly, allow 
federal agencies to enter into cooperative agreements to share state and local government supply sources. 

PROC13 FOSTER RELIANCE ON THE COMMERCIAL MARKETPLACE 
Change laws to make it easier to buy commercial items. For example, revise the definition ofcommercial item. Revise 
govemmentwide and agency regulations and procedures which preclude the use of commercial specifications. 

'-PROC14 	 EXPAND ELECTRONIC COMMERCE FOR FEDERAL ACQUISITION
 
Establish agovemmentwide program to use electronic commerce for federal procurements.
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PROC15 	 ENCOURAGE BEST VALUE PROCUREMENT 

To recognize other factors besides price, define "best value" and provide regulatory guidance to implement aprogram for 
buying on a 'best value" basis. Issue guide on the use of "best practices" source selection procedures. 

PROC16 	 PROMOTE EXCELLENCE IN VENDOR PERFORMANCE 
Establish an interagency Excellence inVendor Performance Forum that would develop policies and techniques to measure 
contractor performance for use incontract decisions. Establish an award for contractor and government acquisition excellence. 

PROC17 	 AUTHORIZE A TWO-PHASE COMPETITIVE SOURCE SELECTION PROCESS 
Authorize the use ofatwo-phase selection process for certain types of contracts so that an offeror does not incur asubstantial 
expense in preparing acontract proposal. 

PROCI8 AUTHORIZE MULTIYEAR CONTRACTS 
Authorize multiyear contracts and allow contracts for severable services to cross fiscal yers. 

PROC19 CONFORM CERTAIN STATUTORY REQUIREMENTS FOR CIVILIAN AGENCIES TO THOSE OF 
DEFENSE AGENCIES 
Repeal requirements for commercial pricing certificates and authorize contract awards without discussions, where appropriate. 
Maintain the $500,000 threshold for cost and pricing data requirements for the Definse Department and establish e iame 
threshold for civilian agencies. 

PROC20 	 STREAMLINE BUYING FOR THE ENVIRONMENT 
Develop "best practice" guides on buying for the environment. Encourage multiple award schedule contractors to identify 
environmentally preferable products. Provide energy efficiency information ingovernment catalogs and automated systems. 

REINVENTING SUPPORT SERVICES 
SUPOl 	 AUTHORIZE THE EXECUTIVE BRANCH TO ESTABLISH A PRINTING POLICY THAT WILL ELIMINATE 

THE CURRENT PRINTING MONOPOLY 
Give the executive branch authority to make its own printing policy that will eliminate the mandatory printing source. 
Develop anew executive branch printing policy for the 21st century. 

SUP02 	 ASSURE PUBLIC ACCESS TO FEDERAL INFORMATION 
Give the executive branch agencies responsibility for distributing printed federal information to depository libraries. Require 
agencies to inventory the federal information they hold, and make it accessible to the public. 

SUP03 	 IMPROVE DISTRIBUTION SYSTEMS TO REDUCE COSTLY INVENTORIES 
Permit customer choice insources ofsupply. Compare depot distribution costs with commercial distribution systems. Take 
away the Federal Prison Industries' status as amandatory source of federal supplies and require it to compete commercially for 
federalagencies' business. Increase the use of electronic commerce for ordering from depot systems. 

SUP04 	 STREAMLINE AND IMPROVE CONTRACTING STRATEGIES FOR THE MULTIPLE AWARD 
SCHEDULE PROGRAM 
Eliminate the use of mandatory supply schedules. Make the supply schedule system easier to use by reducing the 
administrative burden for acquisitions under $10,000. Inaddition, eliminate the announcement requirements and raise the 
maximum order limitations for Lhe purchase ofinformation technology items listed insupply schedules. 

SUP05 	 EXPAND AGENCY AUTHORITY AND ELIMINATE CONGRESSIONAL CONTROL OVER FEDERAL VEHICLE 
FLEET MANAGEMENT 
Update vehicle replacement standards. Increase emergency repair limits to $150. Eliminate the monopoly on disposing of 
agency-owned vehides. 

SUP06 	 GIVE AGENCIES AUTHORITY AND INCENTIVE FOR PERSONAL PROPERTY MANAGEMENT AND 
DISPOSAL 
Provide incentives to agencies to dispose of excess personal property. Automate the process and eliminate the monopoly on 
personal property disposal. 

SUP07 	 SIMPLIFY TRAVEL AND INCREASE COMPETITION 
Increase choices for federal travelers and automate the travel process. Pilot-test a tender system for airfares. 

SUP08 	 GIVE CUSTOMERS CHOICES AND CREATE REAL PROPERTY ENTERPRISES THAT PROMOTE SOUND 
REAL PROPERTY ASSET MANAGEMENT 
Give agencies greater authority to choose their sources of real property services. Create competitive enterprises within the 
government to provide real property services on afee basis, and encourage federal managers to seek the best available source. 
Create an ownership enterprise for the sound management offederal real property assets. Establish agovernmentwide policy 
for real property asset management. Manage the Federal Buildings Fund in a manner comparable to the commercial sector. 

SUP09 	 SIMPLIFY PROCEDURES FOR ACQ TIRING SMALL BLOCKS OF SPACE TO HOUSE 
FEDERAL AGENCIES 
Simplify the procedures for acquiring small amounts of leased space under 10,000 square feet. 
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SUP I0 	 ESTABLISH NEW CONTRACTING PROCEDURES FOR THE CONTINUED OCCUPANCY 

OF LEASED OFFICE SPACE 
Simplify the procedures for renewing jeases. 

SUP I REDUCE POSTAGE COSTS THROUGH IMPROVED MAIL MANAGEMENT 
Encourage postage savings through the implementation ofmail management initiatives. 
Allow line managers to manage their own postal budgets. 

REENGINEER THROUGH THE USE OF INFORMATION TECHNOLOGY 
IT01 PROVIDE CLEAR. STRONG LEADERSHIP TO INTEGRATE INFORMATION TECHNOLOGY INTO THE 

BUSINESS OF GOVERNMENT 
Create aGovernment Information Technology Services working group to develop a strategic vision for the use of government
information technology and to implement NPR's information technology recommendations. 

IT02 IMPLEMENT NATIONWIDE, INTEGRATED ELECTRONIC BENEFIT TRANSFER
Design an integrated implementation plan for the use ofelectronic benefit transfer for programs such as Food Stamps and for
direct payments to individuals without bank accounts. 

IT03 DEVELOP INTEGRATED ELECTRONIC ACCESS TO GOVERNMENT 
INFORMATION AND SERVICE 
Use information technology initiatives to improve customer service by creating aone-stop "800"calling service, integrated
one-stop service "kiosks," and agovemmentwide electronic bulletin board system. 

IT04 ESTABLISH ANATIONAL LAW ENFORCEMENT/PUBLIC SAFETY NETWORK 
Establish anational law enforcement/public safety data network for use by federal, state, and local law enforcement officials. 

IT05 PROVIDE INTERGOVERNMENTAL TAX FILING, REPORTING, AND PAYMENTS PROCESSING
Integrate government financial filings, reporting, and payments processing, and determine ways to eliminate the need for 
filing routine tax returns. 

IT06 ESTABLISH AN INTERNATIONAL TRADE DATA SYSTEM 
Develop and implement aU.S. Government International Trade Data System in the Treasury Department. 

IT07 CREATE A NATIONAL ENVIRONMENTAL DATA INDEX 
Organize the implementation of anational environmental data index in the Commerce Department.

IT08 PLAN, DEMONSTRATE, AND PROVIDE GOVERNMENTWIDE ELECTRONIC :.AIL 
Improve electronic mail and messaging among federal agencies. 

IT09 ESTABLISH AN INFORMATION INFRASTRUCTURE
Develop aGovernment Information Infrastructure to use government irirmation resources effectively and iupport electronic 
government applications. Consolidate and modernize government data processing centers.
 

ITfO DEVELOP SYSTEMS AND MECHANISMS TO ENSURE PRIVACY AND SECURITY

Establish aPrivacy Protection Board. Establish uniform privacy protection practices and generally
acceptable implementation methods for these practices. Develop adigital signature standard for sensitive, unclassified data by
January 1994. 

ITI I IMPROVE METHODS OF INFORMATION TECHNOLOGY ACQUISITION
(see PROC 08, PROC09, PROC14, SUP04, and FM06) 

IT12 PROVIDE INCENTIVES FOR INNOVATION 
Retain aportion of agency information technology savings to reinvest ininformation technology. Promote performance-based
contracting for information technology. Establish agovernmentwide venture capital fund for innovative information 
technology projects 

IT13 	 PROVIDE TRAINING AND TECHNICAL ASSISTANCE IN INFORMATION TECHNOLOGY TO FEDERAL 
EMPLOYEES 
Establish aprogram to train non-technical senior executives and political appointees ininformation technology. Require
managers of irnrmation resources to meet certification standards. Promote collegial assistance inusing information
technology. Include training costs as part of all information technology purchases. 

RETHINKING PROGRAM DESIGN 
DES01 	 ACTIVATE PROGRAM DESIGN AS AFORMAL DISCIPLINE 

The President's Management Council should commission the development ofahandbook to help federal managers
understand the strengths and weaknesses ofvarious forms ofprogram design. 

DES02 	 ESTABLISH PILOT PROGRAM DESIGN CAPABILITIES IN ONE OR TWO AGENCIES
 
Test the usefiness ofthe program design handbook and the value of program design as auseful discipline.
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DESO3 	 ENCOURAGE THE STRENGTHENING OF PROGRAM DESIGN IN THE LEGISLATIVE BRANCH 

The President's Management Council should work with congressional support agencies to help them 
strengthen their program design capacities. 

DES04 	 COMMISSION PROGRAM DESIGN COURSES 
Develop training courses for managers and policymakers on various program design approaches. 

STRENGTHENING THE PARTNERSHIP IN INTERGOVERNMENTAL SERVICE DELIVERY 

FSL01 	 IMPROVE THE DELIVERY OF FEDERAL DOMESTIC GRANT PROGRAMS 
Create flexibility and encourage innovation by designing a bottom-up solution to the problem of grant proliferation and its 
accompanying red tape. Also, support the pending proposal for Federal-State Flexibility Grants that has been developed by the 
National Governors Association and the National Conference of State Legislatures. Establish a Cabinet-level Enterprise Board 
to oversee NEW initiatives in community improvement. 

FSL02 	 REDUCE RED TAPE THROUGH REGULATORY AND MANDATE RELIEF 
Issue an Executive Order addressing the problems of unfunded federal mandates and regulatory relief and authorize Cabinet 
Secretaries and agency heads to obtain selective relief from regulations or mandates in programs they overs 

FSL03 	 SIMPLIFY REIMBURSEMENT PROCEDURES FOR ADMINISTRATIVE COSTS OF 
FEDERAL GRANT DISBURSEMENT 
Modify OMB Circular A-87, "Cost Principles for State and Local Governments," to provide a fixed fee-for-service option in 
lieu ofcostly reimbursement procedures covering actual administrative costs of grant disbursement. 

FSL04 	 ELIMINATE NEEDLESS PAPERWORK BY SIMPLIFYING THE COMPLIANCE 
CERTIFICATION PROCESS 
Simplify OMB's requirements to prepare multiple grant compliance certifications by allowing state and local governments to 
submit asingle certification to a single point of contact in the federal government. 

FSL05 	 SIMPLIFY ADMINISTRATION BY MODIFYING THE COMMON GRANT RULES 
ON SMALL PURCHASES 
Modify OMB Circular A-102, "Grants and Cooperative Agreements to State and Local Governments", to increase the dollar 
threshold for small purchases by local governments from $25,000 to $100,000 (see also PROCO4). 

FSLO6 	 STRENGTHEN THE INTERGOVERNMENTAL PARTNERSHIP 
Reinvent the Advisory Commission on Intergovernmental t'gfirs (ACIR) and charge it with the responsibility for continuous 
improvement in federal, state and local partnership and interfovemmental service delivery. Direct the AICR to identf 
opportunities to improve intergovemmental service delivery and develop a set ofbenchmarks. 

REINVENTING ENVIRONMENTAL MANAGEMENT 

ENVOI 	 IMPROVE FEDERAL DECISIONMAKING THROUGH ENVIRONMENTAL COST ACCOUNTING 
Develop demonstration projects to test the applicability of environmental cost accounting. Based on project results, develop 
guidelines to implement environmental cost accounting throughout the Federal Government. Issue an Executive Order to 
encourage the use ofenvironmental cost accounting by federal agencies. 

ENV02 	 DEVELOP CROSS-AGENCY ECOSYSTEM PLANNING AND MANAGEMENT 
Issue an Executive Order to encourage sustainable economic development and ensure sustainable ecosystems through a cross
agency ecosystem management process. Begin phased-in implementation of the policy with selected ecosystem management 
demonstration projects. Conduct management and budget reviews of the ecosystem management projects as a part of the fiscal 
year 1995 budget process. 

ENV03 	 INCREASE ENERGY AND WATER EFFICIENCY 
Issue an Executive Order to address energy efficiency and water conservation issues at federal facilities. Propose legislation 
to allow the Defense Department to retain savings from water efficiency projects. Develop appropriate mechanisms to allow 
facilities to retain rebates received from utility companies. 

ENVO4 	 INCREASE ENVIRONMENTALLY AND ECONOMICALLY BENEFICIAL LANDSCAPING 
Issue an Executive Order to require the use of environmentally beneficial landscaping techniques, including increased use of 
native species and reduced use ofwater and chemicals, at federal facilities and federally-funded projects, where appropriate. 

IMPROVING REGULATORY SYSTEMS 

REGOI 	 CREATE AN INTERAGENCY REGULATORY COORDINATING GROUP 
Create an interagency Regulatory Coordinating Group to share informatie, and coordinate approaches to regulatory issues. 

REGO2 	 ENCOURAGE MORE INNOVATIVE APPROACHES TO REGULATION 
Use innovative regulatory approaches and develop aDeskbook on Regulatory Design. 

REG03 	 ENCOURAGE CONSENSUS-BASED RULEMAKING 
Encourage agencies to use negotiated rulemaking more frequently in developing new rules. 
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REGO4 	 ENHANCE PUBLIC AWARENESS AND PARTICIPATION
 

Use information technology and other techniques to increase opportunities for early, frequent and interactive public

participation during the rulemaking process and to increase program evaluation efforts.
 

REG05 	 STREAMLINE AGENCY RULEMAKING PROCEDURES
 
Streamline internal agency rulemaking procedures, use "direct final" rulemaking for noncontroversial
 
rules and expedite treatment of rulemaking petitions.
 

REG06 	 ENCOURAGE ALTERNATIVE DISPUTE RESOLUTION WHEN ENFORCING REGULATIONS
 
Increase the use ofalternative means ofdispute resolution.
 

REGO7 	 RANK RISKS AND ENGAGE IN "ANTICIPATORY" REGULATORY PLANNING
 
Rank the seriousness ofenvironmental, health or safety risks and develop anticipatory approaches
 
to regulatory problems.
 

REG08 IMPROVE REGULATORY SCIENCE 
Create science advisory boards for those regulatory agencies that depend heavily on scientific information and judgments. 

REG09 IMPROVE AGENCY AND CONGRESSIONAL RELATIONSHIPS 
Encourage agencies to establish technical drafting services for congressional committees and subcommittees. 

REGIO 	 PROVIDE BETTER TRAINING AND INCENTIVES FOR REGULATORS 
Establish abasic training program for Presidential appointees assigned to regulatory agencies and expand
existing training programs to cover career staffnot currently being trained. 

GENERAL SERVICES ADMINISTRATiON 
GSA01 	 SEPARATE POLICYMAKING FROM SERVICE DELIVERY AND MAKE THE GENERAL SERVICE-

ADMINISTRATION (GSA) A FULLY COMPETITIVE, REVENUE-BASED ORGANIZATION 
Fund GSA service delivery from customer revenues, transfi: activities not related to GSA's central mission to otheragences,
and allow agencies to choose whether to purchase GSA services. 

OFFICE OF PERSONNEL MANAGEMENT 
OPM01 	 STRENGTHEN THE OFFICE OF PERSONNEL MANAGEMENTS (OPM) LEADERSHIP ROLE IN 

TRANSFORMING FEDERAL HUMAN RESOURCE MANAGEMENT SYSTEMS 
Clearly define OPM's policy, service and leadership role inaddressing human resource problems and 
delegate operational work to the agencies. 

OPM02 	 REDEFINE AND RESTRUCTURE OPM'S FUNCTIONAL RESPONSIBILITIES TO FOSTER 
ACUSTOMER ORIENTATION 
Restructure and rightsize OPM to enhance and reflect its commitment to addressing its customers' needs. 

OPM03 	 CHANGE THE CULTURE OF OPM TO EMPOWER ITS STAFF AND INCREASE 
ITS CUSTOMER ORIENTATION 
Use interagency groups to involve OPM's external stakeholders in changing federal human resource systems. Improve OPM's 
policy-making process through cperimental use of negotiated rulemaking ("reg-neg") and broaden the customer focus of 
OPM and agency personnel specialists. 
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