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TESTIMONY OF OMS DIRECTOR LEON E. PANETI'A-..... 

HOUSE BUDGET COM1>fiTI'BE 

OCTOBER 14, 1993 


I am pleased to be hen: belon: the House Budget Committee to discuss the National 

Performance 1!.eview. 

The goal of the National Perfonnance 1!.eview Is to provide the American people with 

a mo", effective, efficient and ~nsive government - a government that works better and ' 

costs less, Public confidence in the Federal government Is at all time lows - then: Is a 

tremendous trust deficit. We must prove to the American people that their hard earned tax 

dollars will be treated with respect. 

The National Performance Review began on Man:b 3, 1993 when President Clinton 

asked Vice·President Go", to conduct an intensive ,ix-month review of bow the Federal 

government works. The Vice·President orga:n.i;:cd a team of experienced Federal employee, 
, . 

from all corners of government to examine both agencies and cross-<:utt!ng systems, such as 

budgeting, procurement and persGMel. He spolo: with employees at every Inl\ior agency 

and sought the views of hundled, of organizations, business leaders and state and local 

officials. 

The President also asked all cabinet members to en:ate Reinvention Teams to lead 

transformation" at their departments, and Reinvention Laboratories, to begin experimenting 

with new ways of doing business. Thousands of Federal employees joined these two efforts. 

The NPR report focuses primerily on how government should work, not on what it 

should do. Its presents recommendations to improve performance in areas when: 
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policymakm have already decided government should playa role. We spend most of our 

time debating poUcy issues, but as Ibe NPR report SlateS: 'if Ibe vehicle designed to carry 
. 

out policy is broken, new policies won't lake us anywbere. If !be car WOI!'t ron, it bardty 

matters where we point it; we WOI!'I get there.' 

The NPR report describes roughly 100 recommendations, while bundteds more arc 

listed at !be end of !be report. By implementing !bese recommendations, I believe we can 

mal<e fundamental changes in Ibe pelfonnance of !be Federal government. WtIbout 

fundamental change public confidence in government will continue to spiral downward. 

KEY RECOMMENDATIONS. 

Let me summarize some of the key recommendations of the Report: 

Cutting Red L1l2\l 

o Streamline the budget process through biennial budgets. 

o Decenttaliu personnel policy by reducing the time it lakes to terminate Federal 
man,,!:ers and employees for c:au~. 

o Streamline procurement by allowlng agencies 10 make pUrchases under $100,000 
through simplified procedures. 

o Reorient the Inspectors General by focussing them on eValuating management 
control systems. 

o Re(orm the regulatory system by reducing internal regulations and reducing !be 
burden of congressionally mandated reports. 

o Assist state and local governments by limiting !be use of unfunded mandates. 
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, ... ' ;' PuttiOg Customm First 

o Set ,:ustomer service standards and develop one-stop shopping proposals, 

o Make government agencies such as the GPO and GSA compete with private 
mtelprise, 

o Explore making the air traffic control system into II private corporation. 

o Encounge market·based approacbes to reduce pollution, 

. EmlJslwerjnr Employees to Get ReSults 

o Decentralize the decision making power to increase the span of II manager's control. 

o Hold Federal employees accountable by developing performance agreements and . 
clarifying the objectives of Federal programs. 

o Give Federal workers the tools they need to do their job thrnugb better training and 
by improving information technology.

\ ,.,. ~: o Enhance the quality of work by providing greater equal opponunity and diversity. 

o Form II labor-management partnership thrnugb the Nationall'lu1ncrshlp Council to 
devise personnel policy. 

o Improve leadership through the President's Management Council.' 

Cu!tine Back to BasicS 

o Eliminate uM~sary spending In II number of Federal agencies througb 
consolidation and provide the President with broader rescission powers. 

o Collect more fees for Federal services and improve Federal debt co!lection. 

o Improve productivity by allowing agencies to create innovation funds. 

o Cut costs by developing an electronic benefits program. 

" ,. 
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'. ' . A BUDGET PERSPECTIVE 

Scarce Resources and Spendjn, Caps 

As you know, the Fedcml government faces an unprecedented limit on spending over 

the next five years. Based on tile ~rlon bill passed last summer, the new 

disctelionary spending caps keep spending at or below FY 1993 levels for five years. Since 

FY 1969 discretionary spending bas increased every year, $0 we are facing nIl! light caps 

on discretionary spending. This component of the Federal budget includes defense, 

transportation, researcb and development. education, bealth research and many of tile basl. 

functions of government. The National Performance Review recommendations will help the 

President and Ill. Congress meel these ClIP' through additional neductions in spending and 

more emcient and targeted use of scarce resources to priority Investments. 

Elements of Savings 

I would like to refer you to page IS7 of the National Performance review report and 

walk you through eacb element of the SI08 bl!lion in savings over five years (FY 1995 to 

IT .1999) 10 give you our view on how we see implementation of the NPR being carried out. 

o Streamlinjn& the Bureaucracy throu&b Reengjoeerin, • $40.4 billion !lVI" five years: 

As you know, the goal of the NPR is acbieve a neduction in Federal personnel by 

252,000 by the end of FY 1999 as various NPR reforms are put in place. We 

believe thai a neduction of 100,000 is assuned based on the President's executive order 
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.... > issued last Iamwy. That will achieve $26 billion in savings over the next five years. 

Plans to implement the ~ personnel I\lduction ~ being worked 00 by Federal 

agencies and we expect to present • stream of personnel I\lductions consistent with 

. those plans in the Admlnlstration's FY 1995 budget. 

o Clangcs to Individual Auncies • $36,4 billion PYet five years: These proposa1s 

constitute a variety of program refomu in Federal agencies. The Administration hopes 

to pre,...,t to Congress in the near future a legislative package incoIpOIllting 
. 

approximately $10 10 $12 billion of changes in agency' budgets. The remainder of the 

proposals we hope to address in the FY 1995 budget and through administrative 

action. 

o IWmnting &dew PrOC!!remen! • 522.S billion oyer fiye yew: The defense 

portion of these I\lductions, $16 billion, is already assumed in Secretary Aspin" 

'botl<);n-up review' of the military budget. Discussions are =tly underway. 

between the Administration and the Senate Governmental Affairs and House 

Gov.mment Operations Committees on a procurement pacl<age to be introduce(! in the 

next few weeks. 

o Reengineering lbmugh Information IecllDology • $5,4 bjllion: These savings are 

10 be achieved through administrative actions which will consolidate and standardize 

infonnation infrastructure. We estimate that 51.0 billion of the.. savings can be 
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achieved through an electronic benefits initiative currently being developed by Ibe 

Administration. Also, about one half of Ibe savings here are 10 be achieved in Ibe 

defense budget. 

o Reducing In\;IlOVernmClltaJ Adm;njs!r;l!ivl! Costs - 53.3 bjl!jon over five mrs: 
The NPR bas proposed that Ibe Fcder.iI government', reporting requirements be 

simplified and reduced. State and local governments could accept a fee for aervioe 

option in plllce of existing cost reimbursement procedures in return for greater 

administrative flexibility. 

IMPLEMENTING THE NPR 

Let me discuss some of Ibe highlights of what action has been taken so far and Ibe 

Administration's plans for fur!her implementation of Ibe National Performance Review 

recommendati~ns, Ibey include: 

o Executive Orders and Presidential Directives 

o An 'October paekaie" Including NPR spending reduction proposals, rescissions, 
and procurement reform. _. ­

o FY 1995 budget 


oPeoonne! 


o Government Performance and Results Act 

o President's Management Council 
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Executive Orden and Other Presjdential Directjyes 
-, " 

The Administration bas issued a Dumber of executive orden and Presidential 

directives in its effort to implement the National Performance RlMew. 

o Improve Interagency Regulatory Coordination (Executive Order): On September 30 

this order was issued to clarify zegulalory 'policy in the Clinton AdministIatioo. It 

, provides for yearly meetings between the VICe-President, zegulatory advisors and 

agency heads to coordinate xegulatory efforts. The Vice-President will IeView and 

leCOmmend resolution of conflicts between agencies and OIRA, !he Office of 

Information and Regulatory Affairs. The OIRA Administrator is directed to convene 

a Regulmory WorIcing Group with agency representatives to analyze regulatory issues 
'.".', 

and will meet quarterly with representatives of local governments to discuss Federal 

regulaticlns with significant local government ImPact. Agencies must lubmitlO OIRA 

by December 30, 1993, programs'to review existing regulations to make them more 

efficient and less burdensome. Agencies will designate Regulatory Policy Officers by 

November 30, 1993 to oversee regulatory actions and ensure !hat they conform to the 

President's policies. OIRA will only review si,gnificant regulatory actions and will 

complete the review within strict time limits. 

o Eliminate One-Half of Internal Regulations (Executive Order): On September 11 

Executive Branch agencies were ordered to undertake elimination of SO% of their 

:) 
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internal roanagement regulations v.ithin Ihree years. OMB is to issue instructions 

implementing this order, including necessary exemptions for !he delivery of essential 

services and complisru:c with !he law. 

" Establish Enlelpriso Board for Empowerment (Presidential Memo): The Pmident's 

Community Enlelpriso Board, cllai:n:d by !he Vtce-Pmidont, was esl3blisbod on 

September 9 !D ooordinate Foderal programs available to IleIp distr=cd communitins. 

The heads of tile m1\ior agencies will be identifying programs which assist 

communities in an effort to direct funds for economic development in distressed 

communities. 

o Creat.. Customer Service Programs (Executive Order): On September 11 agencies 


which ••rovide significant services 10 the public were ordered 10 survey tllcit 


customers and report on tile surveys by March 1994. The information gatllered on 

- . 

customer satisfaction will be used to judge management performance and allocate 

. agency resources. Agencies will be publishing customer service plans by September 

1994 which identity llIe private sector standards which !he.agencles will be using to 

o E:tpar:d Authority of Trade Promotion Coordinating Committee (Executive Order): 

Chaired by llIe Secretary of Commerce, llIe Trade Promotion Coordinating. Committee 

was created on September 30 10 coordinate trade promotion for llIe U.S., provide a 
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c:entr.!l 50= of information for the businm community, and ensute better delivery 

of Fedml government service.> on forei&ll trade 10 U.S. busin...... 

o National Partnership Council (Executive Order): On October 1 this Council of 

government and labor officials was created to advise the Plesident on labor-

management ldations in the Executive branch. The Council bas been directed 10 

propose to Ibe Plesident by 1anuary 1994 the statutory changes necessary 10 achieve 

needed labor-management partnerships, refonn the Genera! Schedule dassification 

systam and create a flexible hiring systam. 

o Eliminatc Plesident'. Intelligence Ov....ight Board (Executive Order). On 

September 13 the Intelligence Oversight Board was subsumed under the Plesident's 
, . ,.~ ,"; 

Intelligence Advisory Board as a standing committee. The lOB will now assume the 

duties of the President'. Intelligence Oversight Board. 

As you know, the Administration is planning 10 send to Ibe Congress a package of 

savings proposals later this monlb. .This package will consist of ideas generated by Vice­

President Gore's National Performance Review, rescissions of FY 1994 appropriations bills, 

. and procurement monn legislation. We will be choosing itcms from lb. NPR which we 



think CIlJl be enacted in an extremely fast lime frame. 'Jhe package should be ..... in teims 

of • downpayment rather than the end of legislative action on the NPR. It is hoped that 

such a package will pass the Congress before adjournment. 

l'Y 1995 BudR! 

We hope to have the bulk of the NPR proposal. mtected in the Plesident's FY 1995 
. 


budget. In faef many of the proposals in the NPR will involve complex legislation which 

will lake the Administration some time to develop. Other proposals can only be presented 

properly in the con~t of an entire budget, for example the proposal to reduce education 

program. is intended to be offset with an increase in other, higber priority education 

programs. 

As you know, the 12!1 reduction iii the Federal workforce· a reduction 0£252,OOo 

workers· pre'pored by the National Performance Review is a very ambitious goal. The 

President issued an Executive Order last lanuary requiring a reduction of 100,000 workers 

by the end of FY 1995. The NPR proposes to increase that number by 152,000 by the end 

of FY 1999. OMB will be encouraging the agencies to refer to National performance 

:Review recommendations in developing their personnel plan, including closing or 

consolidating field offices; reducing management layering; fuller use of new technology; 
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· " ,. reduction in regulation and red tape in such areas as pcnonnel, procurement, budgeting, and 

internal management; and enhanced employee training and cross·training. We also plan to 

present specific five-year personnellevds in the President's FY 1995 budget. ' 

Also, the Administration has sent 10 Congress a 'buyout" pioposa! offerin& Voluntary 

Separation Inamtive Payments of lIS much as $25,000 10 se!ectod work.on who leave 

government service. In the House the bill has been introduced as H.IL 3218 and I 

undersland heorlngs are being held on the measure this week. This legislation is critical to 

our effon to noduce the number of pcnonnel in government and it is our hope that it can be 

passed as soon as possible. 

Government Performance and Results Act. g. 2Q 

Signed into law by the President last August, S. 2Q is an important step toward 

measuring the perfonnance of Federal programs. OMB will soon designate a set of agency 

pilot projects which will experiment with methods of measuring government performance. I 

want to congratulate the Congress for moving this legislation so quickly. As you know, one 

of the frustrating aspects of malcing budget decisiOns is that we do nO! have good information 

on well Federal programs work. The Government Perfonnance and Results Act will 

eventually help us make mar. informed choices about budget priorities•. 
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On OclOber 1 the President created the Presidcnt'i Mana&e"""'t Counell. Beaded by 

my Deputy Din:ctor for Mana&ement Phil Lader, the Counell will beretonling mana&emcnt 

systems throughout the Executive Branch. Each lliency head will be cIesignatin& a Chief 

Operating Officer with lliency-wide manB&cment authority. The Council will be engaged in 

1) personnel downsizing, 2) developing plans 10 reduce field offic:ell, 3) improving 1nining 

for Federal employees, 4) implementing the perfOrtnallce measures ""luiIed by the 

Government Performance aild Results Act, endS) where appropriate implementing other 

Administrative proposals from the National Performance Review. 

Deficil Reduction arullnveslmenl 

An obvious question is what NPR savings can be used 10 reduce the deficit. FIrSt, I 

would hope the Committee aild the C~ngress look at the NPR as a way 10 make governmenl 

perform better, il is nO! first and foremosl a deficit reduction exercise. Our priority must be 

10 better use Ihe resources we now have, ,10 give ,the mxpayer his or her money's worth -this 

is the focus of the NPR. 

Second, to the extent we have savings identified by the NPR we should ask wbcJher 

they should be used for investments. For example, there are billions of dollars of cuts 
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 identified in the NPR for education, but they are specifically zeserved 10 offset increases in 

higher priority education programs. 

Third, it is essenCal thai a portion of these savings be used 10 meet the discretiolwy 

cap, under the budget. Cuts will bavc 10 b<i identified 10 n:ach those caps. Some of tho 

NPR cuI> may bavc 10 be used for thai purpose. You also bavc spociaI_ Iiloe defense 

which has already assumed proew:ement and pmonnCl reductions in its bottom-up review. 

Fourth, lIS we mOVe beyond these Issues there may be opportunities 10 dedicate NPR 

proposals passed by Congress to additional deficit reduction. 

W. should proceed carefully and ration.aIly on this question. 

Again, i appreciate the chance 10 discuss the National PerfOl1llllllce Review with the 

Budget ComnUltee. Implementing the NPR will be an tn:mendous IaSk. but I think the 

rewards 10 the American people will be considerable. I look forward to working with you lIS 

the next steps ate taken on the National Perfonnance Review. 
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TESTIMONY OF OMB DIRECTOR LEON E. PANEITA 
SUBCOMMITl"EE ON OVERSIGHT, HOUSE WAYS AND MEANS COMMrrrEE 
OCTOBER 18, 1993 

I am pleased to be here before the Oversight Subcommittee of the Ways and Means 

Committee to discuss the National Performance Review. 

I would like to discuss the National Performance Review generally and then address 

some of the specific· issues from the NPR that COme within the jurisdiction of the Ways and 

Means Committee. 

The goal of the National Performance Review is to provide the American people with 

a more effective, efficient and responsive government - a government that works better and 

costs less. Public confidence in the Federal government is at all time lows - there is a 
) 

tremendous trust deficit. We must prove to the American people that their hard earned tax· 

dollars will be treated with respect. 

The National Performance Review began on March 3, 1993 when President Clinton 

asked Vice·President Gore to conduct an intensive six-month review of how the Federal 

government works. The Vice-President organized a team of experienced Federal employees 

from all corners of government to examine both agencies and cross-(;utting systems, such as 

budgeting, procurement and personnel. He spoke with employees at every. major agency 

and sought the views of hundreds of organizations, business leaders and state and local 

officials. 

Tbe President also asked all cabinet members to create Reinvention Teams to lead 

transformations at their departments, and Reinvention Laboratories, to bogin experimenting 
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with new ways of doing business. Thousands of Federal employees joined these two effons. 

TIle NPR report focuses primarily on how government should work, not on what it 

should do. Its presents recommendations to improve p~rformance in areas, where 

( 	 policymakers bave already decided government should playa role. We spend most of our 

time debllting policy issues, but as the NPR report states: "if the vehicle designed to carry 

out poliCy is broken, 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." 

The NPR report describes roughly 100 recommendations, while hundreds more are 

listed at the end of the report. By implementing these recommendations, I believe we can 

make fundamental changes in the performance of the Federnl government.. Without 

fundamental change public confJ.dence in government will continue to spiral downward. 

KEY RECOMMENDATIONS 

Let me summarize some of the key recommendations of the Report:· 

Clllting Red Tape 

o Streamline the budget process through biennial budgets. 

a Decentrnlize personnel policy by reducing the time it takes to terminate Federnl 
managers and employees for cause. 

o Streamline procurement by allowing agencies to make purchases under $100,000 
through simplified procedures. 

o Reorient the Inspectors Genernl by fOCUSSing them on evaluating management 
contrOl systems. 

o Reform the regulatory system by reducing internal regulations and reducing the 
burden of congressionally mandated reports. 



>" .,:-. 


o Assist state and local governments by limiting the use of unfunded mandates. 

Putting Customers First 

o Set customer service standards and develop one-stop shopping proposals. 

o Make government agencies such as the GPO and GSA compete with private 
enterprise. 

o Explore making the air traffic control system into a private corporation. 

o Encourage market-based approaches to rOduce pollution. 

Empowering EmplQYees to Get Results 

o Decentralize the decision making power to increase the span of a manager's control. 

o Hold Federal employees accountable by developing performance agreements and 
c.larifying the Objectives of Federal programs. 

o Give Federal workers the tools they need to do theirjob through better training and 
by improving information technology. 

o Enhance the quality of work by providing greater equal opportunity and diversity. 

o'Form a labor-management partnership through the National Partnership Council to 
devise personnel policy. 

o Improve leadership through the President's Management Council. 

Cutting Back to Basics 

o Eliminate unnecessary spending in a number of Federa! agencies through 
consolidation and provide the President with broader rescission powers. 

o Collect more fees for Federa! services and improve Federa! debt collection . 

•, 
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o Improve productivity by allowing agencies to create innovation funds. 

o Cut costs by developing an electronic benefits program. 

to BUDGlIT PERSPECUVE 

Scarce Resource. and Sl1"ruiing Caps 

Al you know, the Fedora! government faces an unprecedented limit on spending over 

the next five years. Based on the reconciliation bill passed last summer, the new 

discretionary spending caps knep spending .t or belaw FY 1993 levels far five years. Since 

FY 1969 discretionary spending has increased every year, so we are facing Ym tight caps 

on discretianary spending. This component of the Fedora! budget includes defense, 

transportation, research and development, education, health research and many of the basic 

functions of government. The Natianal Performance RevieW recommendations will help the 

President and the Congress meet these caps through additional retiuctions in spending and 

more efficient and targeted Use of scarce resources to priority investments. 

Elements af Savings 

I wOuld like to refer you to page IS7 of the National Performance review report and 

walk you through each element of the $108 billion in savings over five years (FY 1995 to 
. . 

FY 1999) to give you our view on how we see implementation of the NPR being carried out. 

, 
), 
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o Streamlhting the Bureaucracy through Reengineering - $40.4 billion over five yew: 

As you know, the goal of the NPR i. achieve a reduction in Federal personnel by 

252,000 by the end of FY 1999 as various NPR reforms are put in place. W. 

believe that a reduction of 100,000 is assured based on the President'S executive order 

issued last January, That will achieve $26 billion in savings over the next five years. 

Plans to implement the remaining personnel reduction are being worked on by Federal 

agencies and we expect to present a stream of personnel reductions consistent with 

those plans in the Administration's FY 1995 budget. 

o Cbanges to Individual A&encies - $36.4 billiQll<r<er tjye Yl:i.u: These proposais 

constitute a variety of program reforms in Federal agencies. The Administration !topes 

to present to Congress in the near future a legislative package incorporaring 

approximately $10 10 $12 billlon of changes In agency budgets. The remainder of the 

proposal. we hope 10 address in the FY 1995 budget and through administrative 

action~ 

o Rejoyenting Federal Procurement - $21.5 billion oyer five yew: The defense 

portion of these reductions, $16 billion, is already assumed in Secretary Aspin's 

"bottom-up review' of the rnilllary budget. Discussions are currently underway 

between the Administration and the Senate Governmental Afliilis and House 

GovemmentOperations Committees on a procurement package 10 be introduced in the 

next rew weeks. 
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~ ~ng TImmgh Information TechnQlogy - $5.4 billiQD: These savings are 

to be achieved through administrative actions which will consolidate and standardize 

information infrastructure. We estimate that $1.0 billion of these savings can be 

achieved through an electronic benefits initiative currently being developed by the 

Ad.lnlnisttation. Also, about one half of the savings here are to be achieved in the 

defense budget. 

o Reducing Intergovernmental Administratiye Costs - $3.3 bjllion oxer five vears: 

The NPR bas proposed that the Federal government's reporting requirements be 

simplified and reduced. State and local governments could accept a fee for service 

option in place of existing cost reimbursement ptOCedures in return for greater 

adrninistrntive flexibility. 

IMPLEMENTING THE NPR 

Let me discuss some of the highlights of what action has been taken so far and the 

Administration'. plans for further implementation of the National Performance Review 

recommendations, they include: 

o Executive Orders and Presidential Directives 

a An "Oetober package" including NPR spending reduction proposals, rescissions, 

and procurement reform. 


a FY 1995 budget 




o Government Perfonrumce and Results Act 

o President's Management Council 

Em;utive Orders and Other Presjdential Directive, 

The Administration has issued a number of executive orders and Presidential 

direedves in its effon to implement the National Performaitce Review. 

o Improve Interagency Regulatory Coordination (Executive Order): On September 30 

this order was issued 10 clarify regulatory policy in the Clinton Administration. It 

provide. for yearly m~tings between the Vice-President, regulatory advisor. and 

agency heads to coordinate regulatory effom. The Vice-President will review and 

recommend resolution of conillcts between agencies and OIRA, the Office of 

Infonnation and Regulatory Affairs. The OIRA Administtator is directed to convene 

a Regulatory Wormg Group with agency representatives to analyze regulatory issues 

and will meet quaneriy with representatives of loca1 governments to discuss Federal 

regu1ations with significant loca1 government impae:t. Agencies must submit to OIRA 

by December 30, 1993, programs to review existing regulations to make them more 

efficient and less burdensome. Agencies will designate Regulatory Policy Officer. by 

November 30, 1993 to oversee.regulatory actions and ensure that they conform to the 
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President'S policies. OIRA will only review significant regulatory actions and will 
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complete the review within strict time limits. 

o Eliminate One-Half of Internal Regulations (E::<ecutive Order): On September 11 

Executive Branch agencies were ordered to undertake elimination of 50 % of their 

ink':rnal management regulations within three years. OMB is to issue instructions 

implementing this order, including necessary exemptions for the delivery of essential 

services and compliance with \he law. 

a Establish Enterprise Board for Empowerment (presidential Memo): The President's 

Community Enterprise Board, chaired by \he Vice-President, was established on 

September 9 to coordinate Federal programs aVllilable to help distressed communities.. 

The heads of \he major agencies will be identifying programs which assist 

communities in an effort to direct funds for economic i:!evelopment in distressed 

communities. 

o Create Customer Service Programs (E::<ecutive Order): On September II agencies 

which provide significant services to the public were ordered to survey their 

customers and report on the surveys by March 1994. The information gathered on 

customer satisfaction will be used to judge management performance and allocate 

agency resources. Agencies will be publishing customer service plans by September 
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1994 which identify the private sector standards which the agencies will be using to 

evaluate customer service. 

o Expand Authority of Trade Promotion Coordinating Committee (Executive Order): 

Chaired by the Secretary of Commerce, the Trade Promotion Coordinating Committee 

was created on September 30 to coordinate trade promotion for the U.S., provide a 

central source of infonnation for the business community, and ensure better delivery 

of FOdera! government services on foreign trade to U.S. businesses. 

o National Partnership Council (Executive Order): On October I this Council of 

government and labor officials was created to advise the President on labor­

management relations in the Executive branch. The Council has been directed to 

propose to the President by January 1994 the starutory changes necessary to achieve 

needed labor-management partnerships, reform the General Schedule classification 

system and create a flexible hiring system. 

o Eliminate President's Intelligence Oversight Board (Executive Order). On 

September 13 the Intelligence Oversight Board was subsumed under the President's 

Intelligence Advisory Board as a standing committee. The IOB will now assume the 

duti.es of the President's Intelligence Oversight Board. 
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October PacJmg~ 

As you know, the Administration is planning to. send to the Congress a package of 

savings proposals later this month. ')'his package will consist of ideas generated by Vice-

President Gore's National Performa.ru:e Review, rescissions ofFY 1994 appropriations bills, 

and procurement .reform legislation. We will be choosing i£ems from the NPR which we 

think can be enacted in an extremely fast time frame. The package should be seen in terms 

. of a downpayment rather than the end of legislative action on the NPR. It is hoped that 

such a package will pass the Congress before edjoumment. 

EY 1995 Bud~1 

We hope to bave the bulk of the NPR proposals reflected in the President's FY 1995 

budget. In fact many of the proposals in lbe NPR will involve complex legislation wrueh 

will take lbe Administration some time to develop. Other proposals can only be prosented 

properly in the con£ext of an entire budget, for example lbe proposal to reduce education 

programs is intended to be offset with an incxease in other, rugher priority education 

programs. 

,• 
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! : PeCiODneJ 

As you know, the 12% reduction in the FedernI workforce - a reduction of 252,000 

workers - proposed by the National Performance Review is a very ambitious goal. The 

President issued an Executive Order last January requiring a reduction of 100,000 workers 

by the end of FY 1995. The NPR proposes to increase that number by 152,000 by the end 

of FY 1999. OMB will be encouraging the agencies to refer to National Performance 

Review recommendations in developing their personnel plan, including closing or 

consolidating field offices; reducing management layering; funer use of new technology; 

reduction'in regulation and red tape in such areas as persoonal, procurement, budgeting, and 

internal management; and enhanced employee ttaining and cross-training. We also plan to 

present specific five-year personnel levels in the President's FY 1995 budget. 

Also, the Administration has sent to Congress a "buyout' proposal offering Voluntary 

Separation Incentive Payments of as much as $25,000 to selected worker. who leave 

government service. In the House the bill has been introduced as H.R. 3218 and I 

understand heatings are being held on the measure this week. This legislation is critical to . ' 

our effort to reduce Ibe number of persoMei in government and it i. our hope that it can be 

passed as soon as possible. 

1l. 



Government Performance and Results Act. S. 2Q 

Signed into law by the President last August, S. 20 is an important step toward 

measuring the performance of Federal programs. OMs will soon designate a set of agency 

pilot projects whicb will experiment with methods of measuring government performance. I 

want to congratulate the Congress for moving this legislation so quickly. As you know, one 

of the frustrating aspects of making,nudge! decisions is that we do not have good information 

on well Federal progrnms work. The Government Performance and Results Act will 

eventually help us make more informed choices abollt budget priorities. 

fmident's Manru:ement CouDcil 

On October 1 the President created the President's Management Council. Headed by 

my Deputy Director for Management Phil Lader, the Council will be retooling management 

systems throughout the Executive Branch. ~ agency head will be designating a Chief 

Operating Officer with agency-wide management authority. The Council will be engaged in 

I} personnel downsizing, 2) developing plans to reduce field offices, 3) improving tnining 

for Federal employees, 4) implementing the performance measures required by the 

Government Performance and Results Act, and S) where appropriate implementing other 

Administrative proposals from the National Performance Review. 
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Deficit Reduction and Ioyestmeot 

An obvious question is what NPR saviogs can b~ used to reduce the deficit. First, I 

would hoPe the Committee and the Congress look at the NPR as a way to make government 

perioim better, it is ,not first and foremost a deficit reduction exercise. Our priority must be 

to better use the resources we now have, to give the taxpayer his or her money's worth· this 

is the focus of the NPR. 

Second, to the e.tent we have savings identified by the NPR we should ask whether 

they should be used for investments. For example, Utere are billions of dollars of cuts 

identified in the NPR for education, but they are specifieally reserved to offset increases in 

higher priority education programs. 

Third, it is essential that a portion of these savings be used to meet the discretionary 

caps under the budget. CulS will have to be identified to reach those caps. Some of the 

NPR cuts may have to be used for that purpose. You also have special cases like defense 

which has already assumed procurement and personnel reductions in its bottom·up review. 

Fourth, as we move beyond these issues, there may be opportunities to dedicate NPR 

proposals passed by Congress to additional deficit redudion. 

We should proceed carefully and rationally,:", this question. 



< < < PROPOSALS UNDER THE JURISDICTION OF THE WAYS AND MEANS 
. '.. 

COMMIlTEE 

( 
I would like to briefly discuss those elements of the National Penonnance Review 

that come under the jurisdiction of the Ways and Means Committee. I hope the 

Administration can find common ground with the Committee to implement a number of these 

proposals. 

Internal Revenue Sen:jcc 

o The IRS should publish customer service standards calling for faster tax refunds and 
cl""",r tax forms. 

o The electronic transfer of refunds to taxpayers should be explored. 

o 11le IRS should determine if Federal employees are delinquent on tax debt as part 
of the debt collection efforts called for by the NPR. 

o The payment of taxes by credit card should be explored. 

o The IRS should reallocate its staff to frontline offices. 

o The program of tax system moderniz.ation should be strengthened and continued. 

o The feasibility of electronic filing ofW·2 forms should be considered. 

Social Secyrity Admjnistration 

o The AdministIation should publish customer service standards which emphasize 
courtesy to the public. and better and quicker responses to inquiries. 
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o The Social Se(!urity Administration should be allowed to use the debt colle(!tion 
tools (such as private collection agencies) avallable to other Federal agencies through 
the Debt Collection Act of 1982. These debt collection effons would be focused 
solely on those who should not be receiving Social S=rity benefits. 

o Additional Continuing Disability Review. should be conducted to remove from the 
rolls iliose who no longer meet the SSA definition of disability. 

a Make the SSA the clearinghouse for death information (OBRA 1993 improved the 
disttibution of death information by refusing to give staleS Federal tax information if 
they restrict usage of death information provided by the SSA • this policy was 
contemplated in the NPR repoI1). 

o Improve processing of disability cialms • funds have been provided in the FY 1994 
appropriations bill for a new computing network. 

Health and Buman Services 

o HHS should review its field office structure and repoI1 on opportunities for 
consolidation. 

o Barrier, thai now legally prevent HCFA from openly compedng with all possible 
bidders to process Medicare cialms should be removed. 

Customs 

o Based on NPR proposals a Custom, Service Task Force has been organized by the 
Commissioner to look at option, for modernization. 

o The consolidation of Customs, and the INS should be explored if better coordinssion 
between the two agencies does not occur. 

Burgu of Alwhol. Tobacco and FifWll)s 

o The NPR proposed to merge the BATF into ilie Federal Bureau of Investigation. 

o A firearms licensing user fee has been proposed by the NPR. 
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TESTIMONY OF OMB DIRECTOR LEON E. PANEITA 
GOVERNMENT OPERATIONS COMMlTIEE 
OCTOBER 21, 1993 

I am pleased 10 beh_ before the Government Operations Committee to discuss the 

National PcIfonnanee Review. 

The lIoai of the National ,Performance Review is to provide the American people with 

a more effective, efficient and responsive government· • government that works better and 

costs Jess. Public confidence in the Federal government is at all time lows· there is a 

tremendous trust deficit. We must prove to the American people \hat their hard earned tax 

dollars will be treated with'respect. 

The Natlonall'erformance Review began on March 3, 1993 when President Clinton 
, " 

asked Vice-President Gore to conduct an intensive six-month review of how the Federal 

government works, The Vice-President organized. team of experienced Federal employees 

from all corners of government to examine both agencies and cross-cuttlng system.; such as 

budgeting, procurement and personneL, He spoke with employees at every major agency 
, , 

and sought Ute views of hundreds of organizations;' busineSs ,leaders and' state and local' 

officials. 

The President also asked all cabinet members to create Reinvention Teams to lead 

transformations at their departments, and Reinvention Laboratories, to begin experimenting 

with new ways of doing business, Thousands of Federal employees joined these two efforts. , 

The NPR report focUses primarily on how government should work, not on what it 

should do. Its presents recommendations to improve performance in areas where 
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policymakers have already decided government should play. role, We spend most of our 

time debating policy issues, but as the NPR repolt states: 'if the vehicle designed to carry 

out policy is broken, 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... 

The NPR repolt describes rougbly 100 recommendations, while hundreds more are 

listed at the end of the repo!t. By implementing these recommendations, I believe we can 

make fundamental changes in the performance of the Federal government. Without 

fundamental change public confidence in government will continue to spiral downward. 

KEY RECQMMENDATIONS 

1.<:t me summarize some of the key recommendations of the Repolt: 

Cutting Red ~ 

o Streamline the budget process through biennial budgets, 

o Decentralize personnel policy by reducing the time it takes to tllrminate Federal' 
managers and employees for cause. . 

o Streamline procurement by allowing agencies to make porchases under $100,000 
through simplified procedures. 

o Reorient the Inspectors General by.focussing them on evaluating management 
control systems. 

() Reform the regulatory system by reducing internal regulations and reducing the 
burden of congressionally mandated repoltS. 

o Assist state and Jocal governments by limiting the use of unfunded mandates. 
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Putting Customers First 

o Set customer service standards and develop one-stop shopping proposals. 

o Mal<e government agencies such as the GPO and GSA compete with private 
enterprise. 

o Explore making the air traffic control system into a private COIpOration. 

o Encourage market-based approacbes to reduce pollution. 

EfllIlOWeIing E!!jpIQ):ees to Get Results 

o De<:entI-alize the decision making power. to increase the span of a manager's control. 

o Hold Federal employees accountable by developing performance agreements and . 
clarifying the objectives of Federal programs. 

o Give Federal workers the tools they need to do their job through better training and 
by improving information technology. 

o Enhance the quality of work by providing greater equal opportunity and diversity. 

o Form. labor-management partnership through the National Partnership Council to 
devise personnel policy. 

o Improve leadership through the President's Management Council.' 

j;;lming l!~i:I; 10 Basics 

o Eliminate unnecessary spending in a number of Federal agencies through 
consolidation and provide the President with broader rescission powers. 

o Collect more fees for Federal services and improve Federal debt collection. 

o Improve productivity by allowing,agencies to create innovation funds. 

o Cut costs by developing an electronic benefits program. 
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/;: A BUDGET PERSPECTIVE 


Scarce Resources and Spending CWs 

As you know, the Federal government faces an unprecedented limit on spending over 

the next five years. Based on the reconciliation bill passed last summer, the new < 

discretionary spending caps keep spending at or below FY 1993 levels for five years. Since 

FY 1969 discretionary spending has increased every year, so we are facing ~ tight caps 

on discretionary spending. TItiscompOnent of. the Federal budget includes defense, 

trllnsportation, research and development, education, health research and many of the basic 

functions of government. TIte National Performance Review recommendations will help the 

President and the Congress meet these cap, through additional reductions in spending and 

more efficient and targeted use of scarce resources to priority investments. 

Elements of Savings 

I would like to rerer you to page 157 of the National Performance review report and 

walk you through each element of the SlO8 billion in savings oVer five years (FY 1995 to 

FY 1999) to give you our view on how we see implementation or the NPR being carried out. 

o Streamlinjng the Bureilucrnc.y through Reengjneering - ~;!lU billjon over five ye;u:s: 

As you know, the goal of the NPR i. achieve a reduction in Federal personnel by 

252,000 by the end of FY 1999 as various NPR reforms are put in place. We 

believe that a reduction of 100,000 is assured based on the President's executive order 

) 
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issued last January. That will achieve $26 billion in savings over the next five years. 

Pians to implement the remaining personnel reduction are being worked on by Federal 

agencies and we expect to present a stream of personnel reductions consistent with 

those plans in the Administration's FY 1995 bedget. 

o Cbilllges to Indjyjdual Agencjes - $36,4 billion oyer til(.e YeatS: These proposals 

constitute a variety of program refonns in Federal agencies. The Administ!ation hopes 

to present to Congress in the near futUre a legislative package incOrporating 

approximately $10 to $12 billion of changes in agency budgets. The remainder of the 

proposals we hope to address in the FY 1995 budget and through administrative 

action. 

o &invenling Federal P!llCI!I'ement - $22.5 rumen oyer five yew: The defense 

portion of these reductions, $16 billion, is already assumed in Secretary Aspin's 

'boMm-up review' of the military budget. Discussions are currently underway 

between the Administration and the Senate Governmental Affairs and House 

Government Operations Committees on a procurement package to be introduced in the 

next few weeks. 

o El:!:!lgineering Through Information Technology - $$,4 billi!m: These savings are 

to be achieved through administrative actions which will consolidate and standardize 

information infrastructure. We estimate that $1.0 billion of these savings can be 
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achieved through an electronic benefits initiative currently being developed by the 

Administration. Also, about one half of the savings here are to be achieved in the 

defense budget. 

o l1&;\ucing lnIergovemmenlal Administrative Costs • $3,3 billion over five years: 

The NPR has proposed that the Federal government's reporting requirements be 

simplified and reduced. State and local governments could accept a fee for service 

option in place of existing cost reimbursement pnx:edures in 'return for greater 

administrative flexibility. 

IMPLEMENTING THE NPR 

Let me discuss some of the highlight. of what action has been takeiI so far and the 

-Administration's plans for further implementation of the National Performance Review 

recommendations; they include: 

o Executive Orders and Presidential Directives 

o An "October package" including NPR spending reduction proposals, rescissions, 
and procurement reform. - ~ 

o FY 1995 budget 

o Personnel 

o Government Performance and Results Act 


a President's Management Council 
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ExeJ:utjve Orders and Other Presidential Directives 

, .. )...'
'.' 

The Administration has issued a number of "",",utive orders and Presidential 

directives in its effort to implement the National Performance Review. 

o Improvc Interagency Regulatory Coordination .(Executive Order): On September 30 

this order was issued to clarify regulatory policy in the Clinton Administration. It 

provides for yearly meetings between .the Vice-President, regulatory advisors and 

.genoy heads to C'OOrdinate regulatory efforts. The Vito-President will review and 

reoommend resolution of conflicts between agencies and OfRA, the OffIce of 

Information and Regulatory Affairs. The OfRA Administrator is directed to convene 

a Regulatory Working Group with agency representatives to analyze reguIatory issues 

. ~ ':;';, . 
and will meet quarterly with representatives of local governments to discuss Federal "' ",:: 

regulations with significant local government impact ..Agencies must submit to OfRA 

by lJ<'<:ember 30, 1993, programs to review .xisting regulations to make them more 

efficient and less burdensome. Agencies will designate Regulatory Policy Officers by 

November 30, 1993 to oversee regulatory actions and ensure that they conform to the 

President's policies. OfRA wlil only review significant regulatory actions and wlil 

complete the review within strict time limits. 

" Eliminate One-HaIf of Internal Regulations (Executive Order): On September 11 

Executive Branch agencies were ordered to undertake elimination of 50 % of their 
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internal management regulations within three years. OMB is to issue instructions 

implementing Iltis order, including necessary exemptions fur Ilte delivery of essential 

services and compliance willt the Jaw. 

a Establish Enterprise Board for Empowerment (Presidential Memo): The President's 

Communily Enterprise Board, chaired by the Vice-President, was established on 

September 9 to coordinate Federal programs available to help distressed communities. 

The heads of Ilte major .gencies will be identifying programs which assist 

communities in an effort to direct funds for economic development in distressed 

communities. 

o Create Customer Service Programs (Executive Order); 00 September 11 agencies 

which provide significant services to the public were ordered to survey their 

customers and report on Ilte surveys by March 1994. The information galltered on 

customer satisfaction will be used tojudge management performanCe and allocate 

agency resources. Agencies will be publishing customer service plans by September 

1994 which identify the private sector standards which Ilte agencies will be using to 

evaluate customer service. 

o'Expand Authority of Trade Promotion Coordinating Committee (Executive Order); 

Chaired by the Secretary of Commerce, the Trade Promotion Coordinating Committee 

was created on September 30 to coordinate trade promotion for Ilte U.S., provide a 
.' ':\ 

'. . 
! 
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'.' central source of information for the business community. and ensure better delivery 

of Federal government services on foreign trade to U.S. businesses. 

o National Pannership Councll (Executive Order): On October 1 this Counell of 

government and jabor official, was created to advise the President on labor­

management relations in the Executive brnnch. The Councll has been directed to 

propose to !be Pre.ident by 1anuary 1994 !be statutory changes necessary to achieve 

needed labor-managementpannerships. reform the Oeneral Schedule classification 

system and create a flexible hiring system. 

a Eliminate President's Intelligence Ovenight Board (Executive Order). On 

September 13 the Intelligence Oversight Board was subsumed under the President's 

Intelligence Advisory Board as a standing committee. The lOB will now assume the 

duties of the President's Intelligence Oversig!U Board. 

October Paeka" 

As ),ou know. the Administration is planning to send to the Congress a package of 

savings pro;>osals next week. This package will consist of ideas generated by Vice-President 

Gore's National Performance Review and rescissions from FY t994 appropriations bill•. 

Procurement reform is another element of the NPR we would like the Congress to consider 
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on a fast trnck this fall. We will be choosing items from the Nl'R fur the savings package 

which we think can be enacted in an extremely fast time frame. The package should be seen 

in terms of a downpayment rather than the end of legislative action on the NPR. It is hoped 

that such a package will pass the Congress before adjournment. 

FY 1925 Budget 

We hope to have the bulk of the Nl'R proposals reflected in the President', FY 1995 

budget. In fact many of the proposals in the NPR will involve complex legislation which 

will take the Administration some time to develop. Other proposals can only be presented 

properly in the context of an entire budget, for example the proposal to reduce education 

programs is intended to be offset with an increase in other, higher priority education 

programs. 

Personnel 

As you know, the 12% reduction in the Federal workforce - a reduction of 252,000 

workers - proposed by the National Performance Review is a very ambitious goal. The 

Presideni issued an Executive Order last January requiring a reduction of 100,000 workers 

by the end ufFY 1995. The Nl'R proposes to increase that number by 152,000 by the end 

of FY 1999. OMB will be encouraging the agencies to refer to National Performance 
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Review recommendations in developing their personnel plan, including closing or 

consolidating field offices; reducing management layering; fuller use of new tecbnology; 

reduction in regulation and red tape in such areas as personnel, procurement, budgeting, and 

internal management; and enhanced employee training and cross-training. We also plan to 

present Specific five-year personnel levels in the President's FY 1995 budget. 

Also, the Administration bas sent to Congress a 'buyout' proposal offeting Voluntary 

Separation Incentive Payments of as much as $25,000 to selected workers who leave 

government service. In the House the bill has been introduced as H.R. 3218 and hearings 

have been held in the House and Senate on this issue. This legislation is critical to our effort 

to reduce the number of personnel in government and it is our hope that it can be passed as 

soon as possible. 

" ,:~. .' .
'" 

Government Performance and Resulls Act. S. 2Q 

Sign,>:! into law by the President last August, S. 20 is an important step toward 

measuring the performance of Federal programs. OMB will soon designate a set of agency 

pilot projects wbich will experiment with methods of measuring government performance. I 

want to congratulate the Congress for moving this legislation so quickly. As you know, one 

of the frustrating aspects of making budget decisions is that we do not have good infOfllll!tion 

on well Federal programs work. The Government Performance and Results Act will 

eventually help us make more informed 'choices about budget priorities. 

'\ 11 

.1 




, 
President's Management CQuncil 

On October 111Ie President created IDe President's Management Council. Headed by 

my Deputy Director for Management Phil Lader, IDe Council will be retooling management 

systems lhroughout 11Ie Executive Branch. Each agency head will be designating a Chief 

Operating Officer with agency-wide management authority. The Council will be engaged in 

I) personnel downsizing, 2) developing plans to reduce field offices, 3) improving training 

for Federal employees, 4) implementing the performance measures required by the 

Government Performance and Results Act, and S) where appropriate implementing other 

Administrative proposals from the National Performance Review. 

Deficit ReducliQn ll!ld Investment 

An obvious question is what NPR savings can be used to reduce the deficit. 'First, I 

would hope the Committee and the Congress look at the NPR as a way to make government 

perform better, it is not first and foremost a deficit reduction exercise. Our priority must be 

to better use the resources we now have, to give the taxpayer his or her money's worth - this 

is the focus of 11Ie NPR. 

Second, to the extent we have savings identified by the NPR we should ask wbether 

they shmlld be used for investments. For example, there are billions of dollars of cuts 

identified in the NPR for education, but 11Iey are specifically reserved 10 offset increases in 

higher priority education programs. 
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. TESTlXOHY OF 
ALICE X. RIVLIN 


DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET 

BEFORB THB 


SUBCOXXIT'rBB ON GOVERlIHBNT MANAGEIIEN'r, IWORIIATION AND TECHNOLOGY 

COIIIIITTEE ON GOVERllHBNT REFORH AND OVERSIGHT 


xay 2, 1995 

·Good morning, Mr. Chairman and Members of the Subcommittee. 
Thank you for the opportunity to discuss the Administration's 
effort to make government work better through the National 
Performance Review (NPR). 

Public trust in the Federal Government is at an all-time 
low. In 1963, about 76 percent of all Americans believed the 
federal government did the right thing most of the .time. Today, 
that figure hovers near 17 percent. Many Americans sound as 
though they want the government to just disappear -- except when 
they need the government's' help. 

For all the public anger, however, government remains a 
vital part of American life. After all, it is government that 
delivers the Social Security and veterans' benefits, provides 
health insurance for the elderly and poor, builds and maintains 
the roads, prevents accidents in the skies, and invests in the 
kinds of physical, scientific, and human capital that can nourish 
a strong economy in the future. 

Because Government is so vital, we must make it work better. 
We owe that to the people who sent us here .. The President and 
the Vice President are investing an enormous amount of time and 
effort into doing just that. They are building on previous 
initiatives that were already underway in various agencies, as 
well as on the· Chief Financial Officers Act of 1990, the 
Government Performance and Results Act of 1993, and the 
Government Management Reform Act of 1994. This is a painstaking, 
un-glamorous task, a long-term project that amounts to continuous 
reinvention so that government can cope with new challenges. 

Two years into our effort, though, this Administration is 
making real progress. We are creating a government that 
demonstrably works better and costs less; a government that 
measurably serves its customers better; a government that .can 
.better tell taxpayers what they are getting for their money; a 
government that is a more satisfying place to work for people 
dedicated to public service . 

.... 
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'.Nor am I the only one who thinks so. In late October, 
Financial World magazine wrote in an "open' letter" to the 
President, 

You've been workinq behind the scenes to improve qovernment 
financial controls, contract'oversight, performance 
measurement, strateqic planning, training, procurement and a 
host of other seemingly mundane administrative procedures 
that ultimately determine the success or failure of any

'federal program. And we think you are making real progress. 

After examining 10 major executive branch departments: and 
aqencies t the magazine concluded, 

••• Most of the 10 agencies have improved under your 
stewardship~ 

,How are we doing it? I 'will talk today about how the 
Administra.tion is attempting to recast the operations of 
government, through the f frat two phases of our reinventing 
government. effort, about our success to date, and about the 
challenqes that remain. 

~ !It'll: Phase I 

In March 1993, President Clinton asked Vice President Gore 
to lead an effort to reinvent government. unlike the 11 previous

" '. 	 government reform efforts over the last' century( the Vice 
President turned to the people who work in the qovernment to help 
identify t:he problems. He believed that -- contrary to popular 
belief -- the problem was not the people; it was the systems in 
which they were forced to work.' 

In addition, he laid out a clear vision of how to proceed: 
He focused attention primarily on the "how" of government -- the 
processes, personnel rules, procurement regulations, and other 
mechanisms that determine how government functions. In Phase I, 
tha NPR we-,s desiC]ned to help improve performance in araas where 
policy ma.:ers and the public had decidad that government should 
play a role. 

The VIce President spoke with ,federal employees at every 
'n\ajor agency and federal centers across the nation to get their 
ideas~ NI)R teams spoke with .hundreds of different organizations,' 
state and local officials, and business leaders who have 
restructured their organizations or used innovative management 
practices to turn their companies around. More than 30,000 
citizens wrote or phoned in. In the end l the NPR developed over 
1,200 recommendations, which the Presid~nt adopted in September 
1993. 
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For instanoe: 

• Oespite the focus on customer servioe"in the private 
sector, few Federal agencies recognized that they had 
customers. Consequently, had no customer'service standards. 
We recommended that all agencies develop, post, and measure 
standards as first steps toward changing their agencies' 
oultures. 

• Nearly one of three federal employees -- more than 650,000 
-- was engaqed in a oentral control function (e.g.,
headquarters staffing, supervisory, personnel, budget, 
proour~ent# financial management). The Government's focus 
on control severely limited efforts to streamline operations 
and prompted most Federal employees on the front lines to 
treat headquarters as their primary customer. We, 
recommended a reduction in Federal employment by 272,900 by 
cutting headquarters in half and 'streamlining agency
overhead, both in Washington and the field. 

• Agencies had created complex: regulations, imposinq them on" 
themse1ves and the pUblic. Disability claims can often take 
hundreds of days Defore a final decision is reached; in some 
agencies, travel administration costs more than the travel 
itself; procurement procedures add billions of dollars in 
costa, 'without improvinq the products being purchased. We 
proposed to radically'redesign management systems in order 
to cut unneeded internal regulations and put in placet 
throuqh executive order, a process for reviewing regulations
imposed on the private sector~ 

• The Federal Government was doinq things that no loryger 
made sense. For example, many of the Agriculture , 
Department's thousands of field offices were in place before 
modern highways and communications were available. The 
Defense Department was training doctors in a DOD medioal 
school when doctors could be trained through scholarship 
progl"ams at one-fifth the cost. The Fe.deral Government had 
over 160 job training programs in 14 agencies. The Oef~se 
and Commerce Departments were separately building similar 
satellite systems. We recommended ways to save bililons'of 
dollars by eliminating unnecessary activities. 

All told, the NPR's report of September 1993, From Red Tape 
eo Results: Creating s.Government that Works Better and costs 
Less, .contained recommendations that were designed to save $108 
billion over five years. singe then, the Administration has 
worked hard to implement those recommendations, some ~hrou9h its 
own actions and some throuqh legislation on which it has worked 
closely with Conqress. 

3 



By the end of 1994, the Administration had: 

• taken steps, largely with Congress, to save an estimated 
$63 'billion over the next five years; 

• cut federal employment, as m~sured by full-time 
equivalents (FTE), by more than 100,000, putting us ahead of 
schedule to meet the mandate of 272,900 fewer FTE by, 1999; 

• published nearly 1,500 customer service standards in over 
100 agencies that, in turn, plan to report on their progress 
on maetinq them later this year; 

., worked with Congress to enact a landmark procurement 
reform bill that will streamline the Government's system of 
purchasing equipment and supplies; and 

• spurred the creation of labor·-manaqament partnerships 
,across 	the qovernment, helping to design and implement the 
changes needed to reform government•. 

Just as important, some agencies are reinventing themselves 
fro~ top to bottom. shifting their focus to provide better 
customer service and results. 

• As the President likes to say, the Federal Emergency
Management Agency has gone from a disaster itself into an 
effective disaster response agency. It is serving more 
disaster victims than ever and doing so effectively - ­
whether in the Midwest after the floods,. in LOs Angeles 
after the earthquake, or, most recently, in Oklahoma city 
after the bombing. 

• The customs Service is eliminating its regional offices, 
cutting its headquarters by a third and reallocating 
resources to its frqnt line operations to help implement the 
GATT and'NAFTA agreements. 

• The Occupational Safety and Health Administration cut its 
operations manual for inspectors by more than three­
quarters, freeinq inspectors to spend less time following 
rules and more time protecting workers. . 

• The' small,Business'Administration has slashed paperwork
requlrements tor carta,in loans fr:om a few inches to a sinqIe 
page. 

• And those thousands of Agriculture Department field 
offices that I mentioned earlier? The Department is busy 
closing 1,200 of them and creat.inq "one-stop shopping" 
centers for farmers. 
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As we continue to improve' "how" the qovernment works, we 
have more recently addressed the question,of "what" government
should do. That is the central question of Phase rI, to which I 
will now t~urn~ 

Tile DRI Fllese IX 

Late last year, the President launched Phase II of the NPR, 
shifting attention from "how" government should operate to "what" 
it should do. 'He asked the Vice President, his senior advisors, 
and the departments and agencies themselves to develop bold new 
ideas about what the Federal" Government should do, and what it 
should stop doing. 

The NPR and OMS set up teams to study every function and 
activity of government .to decide which ones the Federal 
Government: should continue to perform, which it should eliminate 
altogether, and which it should shift to the states, localities, 
or privatE~ sector. On this task, these teamS worked closely with 
each major agency. 

The 1:irst output of Phase II, came in December when the 
President and Vice president announced the restructuring of five 
major agencies -- the Departments of Energy, Transportation, and 
Housing and Urban Oeve~opment, the General services' 
Administration, and the Office of Personnel Management. since 
then f we have announced the restructuring of five other major 
agencies ,as well as steps to continue our ,efforts to reform the 
regulatory system. (In"the coming weeks, we plan to announce the 
restructuring of other agencies as well as further regulatory 
reforms. ) 

For instance t 

• ThEa. Energy Department proposes to save over $10 billion by
privntizinq the Naval Petroleum Reserves, terminating the 
c~ean coal program, selling uranium no longer needed for 
defense purposes, and signifiqantly cutting costs. through
such initiatives as contract reform and restructuring
nuclear waste clean-up efforts. ' 

• HOD is refocusing its mission to concentrate on economic 
development for communities and transitions to economic 
independence for families. The department will consolidate 
its 6~ programs into three broad, flexible performanc~ funds 
and end public housing as we know it by providing funding to 
families, .not public housing authorities. It also will 
create a more entrepreneurial Federal Housing Administration 
by oonverting it into a qovernme~t corporation. 

• NASA proposes -to save $8 billion by restructuring its 
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field centers to reduoe duplication and align the 
organization for a smaller mission. It will change the way 
it works with prime contractors, makinq its process more 
results-oriented and returning NASA to its original role of 
a research and development agency. 

A ma<jor part of Phase II involves. the creation of 
"performance partnerships" among the Federal Government and 
States or other service providers. In his fiscal 1996 budget, 
the President proposed to consolidate 271 programs into 27 BUch 
partnerships. 

These partnerships are based on the twin goals of trust and 
accountability. The Federal Government will. trust states by 
giving them greater leeway to spend Federal resources to solve 
their own problems. In exchange, the States will provide greater 
accountability for how the money was spent -- that is, what it 
actually accomplished" 

The partnerships will oonsolidate fundinq streams and 
eliminate overlapping authorities, reward desirable results, and 
reduoe micromanaqement and paperwork. Of the partnerships in the 
President's budget, one would combine 70 education and job 
training proqrams, allowing states and localities to develop 
comprehensive approaches to meet their particular needs. Another 
would consolidats lOS Public Health service programs into 16 
grant c"ategories, ·based on state-.local performance. A third 
would co~bine fundinq for 14 rural development programs and 
authorize USDA'S state directors to help direct these funds to 
each state's highest rural development priorities. 

Tbe Unfinisbed Agenda 

As we continue to reinvent government, we need Congress's 
help to tackle a'series of other important items that are central 
to the task: 

.' Civil service reform, which is in your committee's 
jurisdiction, is an important part of the reinvention 
effort. Organizations are changing the way they perform 
work, shifting authority to the front lines and empowering 
employees. , We need to brinq the civil service system in 
line with this new reality • 

• A second procurement reform bill, which builds on the 
landmark measure enacted last year, will help streamline 
large dollar-value purchases -- as we did for smaller buys 
last year -- and reduca runaway procurement litigation on 
information technology contracts . 

• Chan9i~q the way we plan for, acquire, and manage our 
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information technology systems will allow us to increase the::,;."~:~~)"'~i 
.,. 	 performance of these systems, which are increasingly 

important to the management of the federal government and 
its programs. 

• Financial management and budget account reforms will help 
us relate cost to performance as part of the budget process. 

The Administration views these items as high priorities and 
plans to increasingly focus on them in the coming weeks. We plan 
to seek yc)ur help. 

conclusion 

In conclusion, our success to date is encouraging but we can 
by no means declare victory. The effort" to make government work 
better for Americans will require years of effort and continued 
long term attention from the highest levels of 'government. Our 
bottom line should be: 00 Americans trust their government more 
today than in the past? 

Mr. Chairman, Members of the Subcommittee, this completes my 
prepared remarks. I would be happy to answer any questions that 
you may have. 
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