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] Having heen nominated by President Clinton and confirmed by the U.S.

] Senate in May 1993, Dr. D. James Baker is now the longest serving

i administrator of the National Oceanic and Atmospheric Administration

{ and under secretary for oceans and atmosphere at the U.S. Department

of Commerce. In this position, Dr. Baker oversees more than 12,500

R i people at 375 locations in every state in the union and an annual budget
B ¢ of $2.5 billion.

BRI NOAA is responsible for all U.S. weather and climate forecasting,

v ‘ @ monitoring and archiving of ocean and atmospheric data, management of

marine flsherles and mammals, mapping and charting of all U.S., waters, coastal zone
management, and research and development in all of these areas. NOAA is the largest part of

the Department of Commerce and manages the U.S. operational weather and environmental

satellites, a fleet of ships and aircraft for oceanographic, surveying, fisheries, coastal, and

atmospheric studies, twelve envrronmental research laborateries, and several large

supercomputers. -

Under Dr. Baker's leadership, NOAA has achieved many of the goals that were promised at its
formation in 1970, and is now the leading organization of its type in the world. He guided the
completion of the modernization of the National Weather Service; initiated new climate
forecasting services; and merged civil and mifitary environmental satellite systems. During
his tenure, the funding for fisheries and coastal zone management dramatically increased and
the backlog for mapping and charting the nation's coastal waters was greatly reduced. New
partnerships were developed to deal with endangered and protected species issues.
Managemen!: has been streamlined and modernized with an active strategic planning process.
He has served also as U.S. Whaling Commissioner, as Chair of the Council on Environmental
Quality, Co-Chair of the Committee on Environment and Natural Resources, and on the
President's Council on Sustainable Development.

Dr. Baker is the author of the book "Planet Earth—The View from Space" and has written and
spoken extensively about climate, oceanography, sustainable development, and satellite
technology issues. He is a Fellow of the American Meteorological Society and the American
Association for the Advancement of Science. He was awarded the Vikram Sarabhai Medal in
1998 for his "outstanding contributions to space research in developing countries” and an
honorary Doctor of Humane Letters from Nova University. Before coming to NOAA, he was
President of Joint Oceanographic Institutions Incorperated, Dean of the College of Ocean and
Fishery Sciences at the University of Washington, and on the faculty of Harvard University. He
was educated at Stanford and Cornell Universities. He was born in Long Beach, Calif., and is
married to Emily Lind Baker. He and his wife reside in Washington, D.C.

o Dr. Baker's Speeches
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The nation.s-oveans and caastad waters, and the regionad
cconomics and cultures they suppori, arve threatened hy un
increasing arrav of pressuves, nefuding vy :m;*x;;:’m!{;mm
habitat, destruction, poliution, invasive species. disease,

har mfnf-'ufgu! Blooms, and the fmpaets of glohal climate
change. These.environmental effects are partividarly aeute in
near- s!wrc coustef coasystems where humeor sethvities have the
oy ca!e.&( fm;}acf.s ff curreni trends continue, fezz* {};’ Gur Buring
CL{H}’.\I?}?H will :‘emzzm unspnitod for futire generations.
Lii'uvn{,,.hm}r{m uses of these resources, such as recreation,

fowed pi Fochuction: and muny others, will be dipinished. Masrine

¥ {;fer,!{,u’ Greds, i a,{?}?zf}{??a!f{}f? with other ;;zwzagé}}mﬁ efforts,

are L{zfz:aéfe fo0ly th Fedp preserve the natlon’s ovean aml

caastal resowrees, asnd ensure their Jure sustaingbic uve by

present and future generations,
»;‘«f RN

America: Ri.sp{mds Executive Order 17138 on Murme Proteciod Areas

Majer Cem ;xmcms ei the National MPA Initiative
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Amenm Rs,sptmés. Executive Order 13138 on Marine
Protected Areas o,

wﬁf* AN
On Mav 26, 2000: the President signed Exeeutive Order 13158
on Marzm i’mzutu& Arcas (MPAS) 10 strengihen the protection
of U.Ssocean and coastal resources. This significant milestone
in ocean-conservation direets the Depar Iments of Commeree
and the.Interior, and other federal agencies, to strengthen and
expand a national systent of MPAs by working closcly with
state, tefritarial, tocal tribal, and other stakeholders.

Intiatives developed i response to the executive
;’ order on mwrine pr(‘éu,icd areas, will I‘ze;p pratedt
and preserve represennitive examples of important
constal geogvstems live e cocky imertidal shore w
s the Glympic Coast Nationat Masine Sunctuury,

Maring z}mtuaiaé areas, or MPAs, are normally z:%zzi‘:z shed by
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federal; stale and local governments to protect imporiant maring
hablwivané ﬁwrzsuumi and cultural resources they contain -
from overexploifation, destructive uses or other threats. MPAs
are alsd exiablzsi’}cé 1o provide w%mbio opportunilics for
recredtion, enjoyment, and study, Like their more familiar
muntcrparts on ldnd. these {}mzwmi areas contain some of the
best oh zhc nation’s heritage of wild, patural places in the ocean,
In this’ wumry federal MPAs may be natienal parks, national
marife Sanctuaries, nutional monuments, wildlife refuges,
fishery,closed arcas, and many others. Other MPAS, like the
national'estuaring rescarch reserves, are Tederally designated
and managed i partnership with coustal states. States have
additional authoritics 1o establish and manage marine protected
arcas, asido tribes and some local governments. Although cach
of these types of MPAs has a distinet purpose and authority,
most share a common goal of conserving significant natural
and/or:-Cultural: resources for present and {uture genceations.

o }:' Jrs ..-lhm(

Rxcognl/m& théispecial role that MPASs can play in reversing
the continuing, loss of ocean habitats, Executive Order 13158
dircctsitedgral agencies (o work closely with sie, local and
nongover nmiental pdrm a7y 1oy wreate o comprehensive system of
marine'protected areas n.;m,s{:mm;, diverse U8, marine
ceosysienis, and theiNation’s natural and cultural resources.”
Ultimately, this systeny will include new MPA sites, as well as
enhancéments toithe conservation of existing siies,

R ST 11

Designing this national system. and effectively managing its
(.{}m;}o:zmi MPAs! s 1 sigmificant challenge. The Excentive
Order outlines mo parallel tracks on which the national
endeavor ,shmz Id'proceed:

”‘"3 LA § SRVLE )
Site andd s‘ve{wmi;i}es‘zgﬁ evalaating the adequacy ol existing
levels of protection for important marine resources and
rcwmmmdmg, new MPAs and/or strengthening existing MPAs

. 1o establisha {.mupmhumw and representative system.
-;-,g,”..ma 7 kAT

Scrmw«bcmd 'dmzagwnem using science (both natural and

wocml) o dwulnp ObJLLthL mformution. ecluical ols and

managchient slralcgm needed 10 support a national MPA
1R P

systenn. |
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The con%rvaﬂou éha!lcnge of Executive Order 13138 -
dcmgmn&, and Lraatmg an integrated national system of narine
pmlu,tcd areas haa never heen attempted by our nation. To
sueceed, We m ast bzuid a strong foundation of scientific
knowlcdie zbal zstclu&c\ where the niost oritica) occun habius
and other’ rs,mzzﬂ,:ﬁ are located, where and how now MPAs
should Be created, and how these MPAs should be managed.
i anhcrmom thisintormation musi be shared frecly among all
i the’ afg,zzm/azimm fvo fved 1 the use and conservation of our
ration’s’ mazz e rcwuru,s mcluding government agencics.
{,{msumii{m g,maps affected industries, and the general publie,
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¢ The Johnson Sea Link submorsible 33 one of the
advanced echnoiogios allowing sciomiss o galn
a hefier understanding of the complex
interactions within, and betweon ecosystems.
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‘&i&;ar Cnmpem:m% of the National MPA Initiative

Executive Ordl.r 3154 has many specific requirements for
federal agencies. Following is a brief discussion of five
;}rizzup&% n,{:empemrzis of the order,

+ .\'\ . of j .
The Nationaf | Tv‘H’fl List. As the nation enibarks on designing
new MPPA sites ornctworks of sites, we must have a
C{?mpr{}]&zzswc wiiderstanding of which arcas are already under
some Tathi6f enhdsiced place-based protection, The EO dircets
the Departments of.Commerce and the Interior to devefop and
maintain 4 national list of MPAs in U.S. waters. Candidate sites
{or the fist are drawn from existing federal, wibal, state and
tocal protected arcas programs. Work on the list began
immediately after the EO was announced and continues, When
completed? the list and the contpanion datg on cach site will
serve scveral purposes, such s ensuring fhat ag,z.nz,za s “avoid
harm™t0-MPAs, providing a foundation for the anal ysis of paps
in the. ’emstm&, system of protections. and helping improve the
effectiveness otiexisting MPAS. (See The MPA 1ist and
Invcntory )i .

TR M
The MPA Wels. Srfe Central o the success of the sational MPA
mmatwc is m!onnmmn sharmb A great deal of information
exisis on MPAs, but it s often fragmented and not easily
accessiblé, The EO direcis the Qz.;mrimng of Commeree and
the Interior 1o develop and maintain & publicly accessible Web
site (mpa/govideiprovide information on MPAS and ioderud
agency reperts reguired by the EQ, The Web site will also be
used to publish and aaintaim the National MPA List {seg
sbovey anid other dseful infornmation, such as maps of MPAs: a
virlual library of MPA reference materdals. including links o
ather Webs sites! information on the MPA Advisory Cﬁmzmiiw’
activities of the national MPA Center: MPA program
sumiaries; anud background materials such as MPA definitions,
benefits] management challenges, and management ools.
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The MPA Wb site s tmiy LIl
boof'the actions being undertaken
. 1o inform th public of MPA
y j astivities, Through outrench

" e S

i Wi s - ,'t.-“»
http:/Awww.mpa. g:avizzzpadascrzgywez natiniiative.htmi : 1/3/01
O

- m +
Wb B .f o

.


http://w.W.W.mpa.gov/mpadcscriptiveJnatinitiativc.html

The Nutional MPA Initiative T Page 4 of' 5

: programs ke the Guif of the
Farationes National Mariog
Sanctuary Vizitor Center in
Saa Fransisca, people oan learn
! abaut the importance of MPAs,
{ and the preciaus reseurees ey
L protect ard preserve,

The z’ifPA Federal Advisory Committee. Setting aside arcas of
the Gccan “Tor spu,mi protection is an inherently c.()mplcx and
often comrovusmi “endeavor. Consequently, it 1s very important
that thisilitiative:-benefit from the ideas of a broad spectram of
inerested and affected parties. The EO directs the {.z‘zatlizzl ofa
Marine Protected Arcas Advisory Committes 1o provide expert
advice on, and recommendations for, a national systeny of
MPAs. This farmal commitice, which will include nonfederal
r&pms{:maizvzs fmm SCICRCE, resouree management,
mvtwammiai erg,am;‘ziwzzs and industry, is wrrcmiy being
establighéd and wilttbegin rogular meetings in 2001, (See The
MPA Advzsoz} {Lommz{iw}
”}’g“-w ‘ ““z. R
Avoiding Harngf;d Federal Actions, Federal agencics. through
seis varied authoritics and activities in the ocean. have the
potential to bothiproteet and harm MPAs and the resources they
encampabs EQ"13138 contains an important policy direetive to
fuderal’ag,(.nucs to avoid harm 1o MPAs or their resources
through' acnv:xzca thatthey widertake, fund or approve.
l%mh;rthzb the National MPA List {sce above), this directive
will help fo proteat naring coosystems from unintended and
avoideble harm., o
e * ,,u (Y
LR = oy
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The MPA Cgmzrr ~ Sound science and sirong partnerships are
essentiatdo effeetiv cly manage MPAs and to ensure the success
ofthenational MPA-system. To that end, the EO direets the
Natioial ‘Oceanic and Atmospheric Administeation (I\(}AA} tor
create a "Marine Protu,t&.d Arcas Center (MPA Center). In
. cooperation with? thc‘[ﬁupamnmt of the iterior and working
closely,with-other 3 organizations, the MPA Center will
#
coordinate the eifort to implement the EO. and will "develop a
framewotk for & national systom of MPAs, and provide Federal,
State, territorial! tribal, and local governments with the
mfc:;rmatzozz Zz.chzwioyes and strategies 1o support the
system.The {.mig.,r will:

-

« develop tiu, Teamework for a national system of MPAs;
» coordinate the development of information. tools and
Strhtegicsy and provide guidance, that witl encourage
Zefforts both o enhance and expand the protection of
. mcx:allng MPAS, and establish or recommend new ones,
o ‘codrdinate the MPA Web site
» partner with federal and nonfederal organizations 1o
s¢onduct f(.‘?i.clr{.h anudysis, amd exploration;
» ;;;(L;} ynaiftaintihe National MPA List; and
. %Lz;;porz the MPA Advisary Conunittee.
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The MPA Center,will be located in Washington, DU, witha
small staff drawn, from NOAA and other parioer ageneics

, responsible for the overall leadership and coordination of
federal activitics 1o imploment BEO 13158, In additon, the
Center %nizialiy withbe supported by two regional "conters of
cxeellence” that will focus on S;}gcz?zc themes relevant w the

design: mé znanagzzzzczz{ of MPAs.
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Underwater habiting, such s
the Aquarius i the Flonda
Koy, praviie 8 bise of

. operatinns Tor scientists and
eghrcatons o conduct long e
© Bty projects.

The {,{m{u ﬁ}r Mi’fi Scienee will cotlaborate with agency and
non;,evcmmngi partners ko develop the science-based
£ramcw§}rk and tools to design and cffectively manage MPAs.
This céaterf is locatéd adjacent to the new NOAA National
Marine Fisherics Laboratory on the campus of the University of
California at Santa Cruz,

The Center ﬁ}: MPA Training and Technical Assistance wilt
work with U.S. and mtermtional partners to develop and of¥er
specialized lminm& m MPA issucs, and 1o develop wehnical
products.and services that enhance MPA conscrvation
worldwide. T his (.(.mu is focated at NOAA’s Coastal Services

(.um.r in (,harlgston South Caroling,
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ABOUT THE ACADEMY

The National Academy of Public Administration is an independent, non-
profit organization chartered by Congress to improve governance at all
levels ~ local, regional, state, national, and international. The Academys
membership of 480 Fellews includes current and former members of
Congress, cabinet-level appointees, senior lederal executives, state and
Iozal practitioners, businesspeople, nonprofit leaders, and scholars with
distinguished records in public management. Since its establishment in
1867, the Academy has assisted hundreds of federal agencies, congres-
sional committees, siate and local governments, civic organizations, and
institutions overseas through problemsolving, research, analysis, infor-
mation sharing, developing strategies {or change, and connecting people
and idess.

Maost reports and papers issued by Academy panels respond to specific
requests and needs of public agencies. Projects also address
governmentwide and broader societal topics identilied by the Academy.
In addition to government institutions, the Academy is also supported
by businesses, foundaions, and nonprofit organizations.




{oben I7

Foreword

The National Oceanic and Atmospheric Administration, the largest agency within the
Departinent of Commerce, has the responsibilitly for carrying out a range of important activides
for the nation. These include the forecasting of weather, charting the nation’s oceans, managing
its fisheries, and conducting research 10 improve the understanding and stewardship of the
environment. These vital and varied responsibilities are now being carried out under a complex
tudget totaling more than $2.7 billion in fiscal vear 2000

NOAA has been criticized by the Congress for not correcting several long-standing budgetary
and financial management problems. As one of the steps taken by the agency (o address these
problems, the director of NOAA's Budget Office contracted with the National Academy of
Public Administration to review the agency’s budget processes and set forth recommendations
that might be used to improve its operations. The Academy appointed a panel of experts,
consiating of Academy Fellows and selecied outside individuals to initiate and oversee this
study, and named 2 study teain (o carry it out.

I the course of reviewing the NOAA operations, the Academy panel found that the agency had
taken a number of positive steps 1o Improve and strengthen its financial management and budget
processes. Howaever, these actions have not been enough to remedy the range of significant
problems. Specifically, a major finding of the panel is the continued lack of a unified planning
and budget process. It found that the planning and budgeting functions are not well integrated,
in addition, the budget structure, now under review and discussion, is still not functional. The
aceounting system is cutdated and as g consequence, the agency has difticulty in tracking funds
once they are obligated.

The panel has made a number of detailed recommendations that address these problems
especially covering the areas of strategic management, fundamental budge! structure and
process, aud the role of the Budget Office itself. The Academy hopes that the ideas presented in
this report will assist NOAA in developing the effective budget and {inancial management
peogram needed to carry out the agency's imporiant progran responsibilities to the nation.

The Academy extends s appreciation to the Directos of Budget Jolene Sullens who requested
this study. 1t also wishes 1o thank the many staff throughout the line and staff offices for their
cooperation and assistance in providing the information needed for the study and their valued
guidance and assistance as the work was conducted.

Sincere

Prestdent
Nationa! Academy of Public Administration
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Executive Summary

The National Oceanic and Atmospheric Administration (NOAA) is the Jargest agency within the
Departnient of Commerce with a varied and complex set of program responsibilities, These
include forecasting the weather, managing the nation’s fisheries resources, charting its oceans,
and conducting ocennic and atmospheric research. This diversity of activities is mirrored in the
NCOAA budget, which is broken into 88 program line items and {urther divided into 7,000 tasks.
In addition, there are more than 130 congressionally initiated earmarks that exceed $200 million
in annual spending. The agency’s fiscal year (FY) 2000 President’s budget request totals over
$2.7 billion to fund its several line organizations,

Over the past several years, NOAA has been criticized for its “continued inability to address,..
serious budgetary and financial management problems...” ! To assist in developing solutions to
these problems, the director of NOAA™s Budget Office in the Office of Finance and
Admintsiration, awarded a contract 1o the National Academy of Public Administration to (1)
perform a broad review of NOAA from the start of the budget formulation process in the
agency’s line organizations, through the agencywide strategic planning process, 1o execution of
annual appropriattons and (2} provide recommendations for improvement. The Academy
appointed a panel of experts and a supporting study team to carry out this study,

There are significant problers in NOAA’s financial management and budget processes. A major
concern of the panel is the disconnect between the agency’s planning process and the formulation
of the budget. The planning, budget formulation, and execution processes are not effectively
integrated, and the budget structure is not functional. The process for determining requirements
and appropriate funding for the agency’s corporate central services, capital assets and facilities is
ineffective. An outmoded accounting system makes tracking and accounting for agency funds
difficult, Contributing to these problems is the diminished role and capacity of the agency's
Budget Office,

All of these problems are interrelated. The lack of a umified planning and budget process is a
contributing factor in poor relations with external stakeholders especially Congress, Commerce
and the Office of Management and Budget (OMB). Problems in the corporate cost and budget
execution processes accentuate stakeholder concerns because NOAA's line offices have
difficuity knowing exactly what program funding they will have during the year. Both the line
offices and external stakeholders have trouble tracking funds as they are okligated and outlayed
dug 10 an outdated accounting and budgeting system.

NOAA has taken numerous steps, described in detail in the body of the report, 1o deal with these
issues. For example, the agency has made an extroordinary commitment 1o the development of a
strong strategic planning program that is in line with the requirements of the Government
Performance and Results Act {GPRA). Also, the Budget Gffice has taken a leading role in (1)

' Report 105-636 accompanying the Ikpattiocats of Commarce, Justice, and Siate, the Judiciary, sod Reloted
Agencies Appropriations Bill, Fiscal Year 1999, page 79



strengthening the corporate cost process so that stakeholders are involved and have realistic
planning numbers and (2} instituting measures to manually {rack and record items of
congressional importance in the absence of an adequate accounting system. But these and other
actions, taken independently of one another and often on a piecemeal hasis, will not solve
NOAA’s planning, financial, and budgetary problems.

The panel report addresses three major areas requiring improvement, These are {1) strategic
management, (2) fundamental budget structure and process issues, and (3 the role of the Budget
Office. The panel’s key recommendations are in the “Strategic Management” section. Of
particular significance is the proposal to establish a Corporate Plarming and Resources Board.
Creating such a board will enable NOAA to act more as a single corporate entity in addressing
the issues raised in these areas, The panel believes that these recommendations will enable
NOAA to integrate its planning, budgeting, and management systems and provide the policy
leadership and oversight required to ensure that all the report’s proposals are effectively
implemented.

STRATEGIC MANAGEMENT

Performance budgeting, or the linking of program performance information withan

" orgamization’s budget request, is at the heart of strategic management. A performance budgeting
process works well when the agency’s key managers are fully accountable for resulis. To
achieve this accountability, those managers must direct the outcomes of the process from
planning through execution to the evaluation of performance, There are barriers to effective
performance budgeting in NOAA. The panel’s recommendations are designed to (1) provide
NOAA opportunities for enhancing its strategic management program by eliminating these
barriers and (2) foster institutionalization of the valuable progress the agency has already made.

The Corporate Planning and Resources Board

NOAA has been 2 innovator and leader in strategic planning and more recently has taken the
initiative in addressing a range of fundamental problems with budget structure and process.
However, it is now at a stage of development where a broader corporate-level management
mechanism is needed in order 10 provide a high-level focus for these efforts, balancing the
agency’'s corporate needs with program goals, and though its actions, improving relations with
Congress and other key stakeholders. Strong leadership will be critical to achieving a robust
corporaic policy and oversight process. Top-level policy direction and oversight by a body of
senior officials commitied to a corporate, agencywide view of NOAA’s interrclated programs is
essential for long-term success. Such a group would combine the strategic planning and budget
development processes under a single management structure that also has the responsibility for
achieving performance goals and providing continuity between planning and budget.



Recommendation

NOAA should create a Carporaie Planning and Resources Board composed of senior
NOAA officials, including the assistant administrators, the chief financial officer/chief
administrative officer (CFO/CAO), and key staff office heads. The board should be
chaired at a high-pelicy level and should he the focal point for:

s proposing agency reqoirements and resource levels

« coordinating the planning, programming and budgeting processes

e resolving major issues invelving requirements and funding

» developing an overall strategy for implementing cross-cnfting programs |

s identifying and resolving major institutional issues invelving capital assets, facilities,
and services

» oversecing the improvements recommended in this report

The board should be constituted separately from other NOAA senior management
mectings and committees and should develop recommended long-term solutions and
resource requirements. It should provide an orderly and structured flow of information
and advice te the administrator for decisions on key program and policy issues. It should
receive necessary staff support from the Budget Office and the Office of Policy and
Strategic Planning (OPSP).

The Rale of the Assistant Administrators

The administrator of NOAA brought a creditable planning process into the agency. However,
the panel believes that the current process can be strengthened further by providing a more weil-
defined role for the assistant administrators who are responsible for implementing and managing
the agency’s programs.

The role of the individual assistant administrator (AAJ during the strategic planning team (SPT)
process 15 not clearly defined and varies from AA 1o AA and from office to office. For exaample,
AAs play an uncven role i the selection of team leaders and similarly, they informally track and
influence weam activity. While the AAs can suggest team leaders, they do not make the formal
selection. Their only current strategic role 13 to provide input into the development of guidelines
that are sent to the SPTs, to participate in the review of SPT initatives, and to have the
opportusity to appeal items with which they disagree. As a consequence, the AAs, while
responsible for carrying out the work, submit their budget ideas to 8PTs through their team



members, but do not have invited opportunities {other than their suggestions for 8PT guidelines)
to contribute to the agency’s planning and budgeting process in a {ormal manner earlier than
April, when the review and decisionmaking stage takes place.

Recommendation

NOAA should strengthen the role of the AAs in the annual strategie plaoning process as a
means of institutionalizing this process for long-term effectiveness, The AAs should be
assigned a formal and more direct role in the process. The AAs, in conjunction with the

director of OPSP and the director of budget, should:

» conduct periodic progress reviews of the development of budget initiatives being
proposed by the SPTs

+ serve on the Corporate Planning and Resources Board to review budget initiatives

+ take the lead in managing initiatives that involve more than one line office

Strategic Planning and Budget Formulation and Execution Processes

NOAA does not have a system that brings planning and budgeting functions together into an
effective performance budgeting program. Strategic planning is not sufficiently linked with the
agency’s budget formulation and execution process to be of substantive value to the agency,
Commerce, OMB, and Congress in making resource decisions. The budget planning and
execution structures are not the same. The Corporate Planning and Resources Board should,
ameng other things, consider taking the steps recommended below,

Recommoendation
NOAA strategic plans and management activitics should include:

+ developing an agency annual performance plan that NOAA sends to the Department of
Commerce :

s resirucfuring the line office’s annual eperating plans and comparing obligations at the
sepior management level to these plans

¢ maintaining a clear link befween cross-cutting initiatives and the budget struciure, and
tracking by senior management of progress toward these initiatives

§



FUNDAMENTAL BUDGET STRUCTURE AND PROCESSES

Certain attributes are fundamental to the success of any agency in conducting an effective budget
and financial management process. The panel identified four arcas in which NOAA needs to
improve its operations: {1) the budget structure, (2) the corporate cost process, (3) analysis of the
agency’s base budget, and (4) biniget exccution.

The NOAA Budget Structare

The current budget structure is based on the agency’s organizational structure and the Row of
funds as these have evolved over time, 1t lacks clarity. In addition, the combination of two
presentations— strategic planning and the standard budget justification—into one budget
document has caused confusion on the part of the agency, Commerce, OMB, and the
congressional appropriations committees. These factors prevent these critical stakeholders from
forming a clear view of basic NOAA operational activities and how new initiatives relate 1o base
activities, In particular, the House Appropristions Commitiee has been severely critical of the
agency in this regard.

In solving 1his problem, some in the agency believe that the budget structure should be recast to
follow the cross-cutting logic of its strategic plan. Others believe that the key is o retain but
significantly improve the current budget structure. The panel believes the second approach is
preferable. While the effort will not be easy, it has the merit of working within a budget
structure that represents programns familiar to the appropriations commitiees and other
stakeholders and especially the geners! public.

The agency has established a Budget Restructuring Task Foree to develop an improved structure.
To develop an improved budget structure, the agency should:

» examine where funds flow within the agency and identify the specific operational activities
that should be described in agency budget justifications

& ensure that the allocation and contrel of funds in the execution process fully matches the
revised budget structure

This restructuring effort will be labor intensive, requiring detailed analysis of money flow, the
agency’'s complex structure of line items and 7,000 tasks, and development of alternative
scenarios for management’s review. The task force will have to balance the need for clarity with
the need for brevity.



Recommendation

NOAA should give the newly established Budget Restructuring Task Foree tap priority
support. The task ferce should:

» retain the current budget structure as a starting point

e identify and describe agency aperations clearly and suceinetly as possible agency
operations, Le., tell “ihe story” of NOAA in concrete, operational terms elearly
understandable to stakeholders

s develop clear and casy to follew cress-walks from this basic structure to agency
strategic planning or other cress-cutting initiatives

Because of the intensity of the effort that will be required to sccomplish a clarified
structure, the panel suggests that the agency may want to consider beginning the cffort
with one linc office as n pilot. There should be extensive consultation with Congress,
OMB, and Commerce on this effort.

The Corporate Cost Process

Corporate costs are the funds required o direct and support the staffs responsible for central
executive management and administrative services within the agency. In FY 2000, an estimated
$136 million will support the staff offices of the Office of the Under Secretary such as the
Offices of Legislative Affairs, the General Counsel, the Chief Scientist, Policy and Strategic
Planning, and others. It will also provide staffing to support carrying out services in the Office
of Human Resources, the Office of Civil Rights, the four field administrative support centers,
and major portions of the Office of Finance and Administration. The $136 million includes $51
mitlion in appropriated funds and $85 million in assessments oo NOAA appropriated accounts.

Historically, the process for determining corporate cost requirements and assessments has
experienced difficulties, Decisions on asscssment levels have been made late into the current
fiscal year and separate from the budget process, thereby making it difficult for line organization
managers to know exactly what funds will be available to them. The process by which
assessments are determined has been an informal one, which until recently has been closed to the
line organization customers who have little opportunity to participate in establishing
requirements and asgessment levels, In addition, there have been significant problems in
accounting for the use of assessed funds. The process has troubled line office management and-
caused concern an the part of the appropriations committees as well as financial managers within
NOAA.

NOAA recognizes that it needs to create a fully accountable corporate cost process and is
grappling with a number of problems including vexing accounting issues, improving the process
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by which requirementis are justified, involving customer organizations in the process, and -
developing a working capital fund. The process for FY 2000 represented an improvement over
prior years but much more remains 1o be accomplished. For example, participants were able to
review and recommend increases, that were proposed, but where base levels were unexplained,
Also, while a year-end report was constructed for corporate costs, items that were overspent or
reprogrammed were not reported until later in the process.

The process by which annual assessment levels are determined has been managed by the Office
of Management and Budget within the Office of Finance and Administration (OFA M&B). This
office has expernienced significant capacity problems in recent years, and for the FY 2000
process, agency financial managers looked 1o the Budget Office to provide overall guidance and
oversight. In fact, given the necessary and on-going interactions between the two offices in
carrying out the corporale cost activities, the averall management of the function would improve
by moving it to the Budget Office.

Despite progress in customer involvement and financial tracking improvement, these current
improvement efforts will not necessarily ensure that the service and infrastructure needs of the
institution are met.  The reason for this 15 because the process fecuses more on Dmiting costs
than on addressing service requiremnents. Or expressed another way, the participants tend to be
more geared to meeting “bottor-line” objectives than to carrying out thelr responsibilities as
“corporate carctakers.”

A well-functioning agency achieves a balance between the needs of its service and infrastructure
functions and the program operations that these functions supporl. Such functions include
common administrative services; faciiities construction, repair, and maintenance; capital assets
such as ships and planes; agency automation; and other needs, This is not simply a budget
process issue. NOAA’s institutional needs in this sense are not being formally addressed ina
systematic manner at the agency level in the corporate cost process.  The Corporaie Planning
and Resources Board will be n 2 posttion to elevate the corporate cost process 10 a point where i
serves as an institutional planning capacity for the agency to (1) identify corporate needs, (2)
perform alternative analyses to develop optimum solutions, (3} develop long-term action and
resource plans to achieve the solutions, and (4) balance these requirements with programmatic
goals and resource levels.

Recommendation

NOAA should take a series of steps that will lead to a fully open and accountable corperate
cost process as Tellows:

« place accouniability with the director of budget, who is not now responsible for the
process, by transferring the corporate cost function fram the OFA M&B to the Budget
Office.



« implement its plans for creating a working capital fund, which will place corporate cost
activitics on a fee-for-service basis in which service performance for funds provided can
be measured, The working capital fund should be guided by a fermal charter and
operate under a board of directors composed of line organizations and eentral
administrative service officials.

¢ convert nonservice activitics now funded by assessmenis to appropriations. Congress
has directed that all costs not clearly serviee in nature should be converted to
appropriated funds subject to the annual appropriations process, and NOAA is
preparing s reprogramming reguest to achieve this goal. NOAA management should
provide all support necessary fo effectuate this reprogramming,

» develop a clear and formal requirements process, A formal requirements definition
and budget formulation and analysis precess should be laid ouf with a schedale that
feeds corporate cost estimates into the initial stages of the agency’s annual budget
process in February. This process should provide predictable assessment levels for line
organization financial managers and inform them well in advance of potential costs
outside of the agency’s control,

Base Analysis

In its annual strategic planning process, during the SPT cycle, NOAA conducts no on-going and
systematic base analysis for reviewing program priorities or to determine the relative priority of
base requirements compared to new initiatives. The SPTs focus on incremental enhancements as
does the corporate cost process and, therefore, do not develop information about on-going
activities in line office budgets. As aresuli, the agency cannot (1) identify how its program
dotlars are being spent; (2) undertake an effective prioritizing effort to ensure that the core needs
of existing activities are being met and that lower priority base activities can be scaled back to
fund emerging initiatives; (3) perform the analysis necessary to identify alternative and more
effective ways of accomplishing program goals; or {4) meet the requirements of Commerce, |
(OMB, and Congress for information regarding the full range of agency priorities including how
incremental requests relate to base activities. The lack of priority information in the budget
formulation process contributes to the problems the agency is having with these reviewing
agencies.

The conduct of a base analysis by the agency would (1) assist in identification of tradeoffs within
current resource levels to satisfy emerging requirements identificd in the strategic planning
process; {2) allow the agency 1o lock for improvements and efficiencies and to evaluate the
effectiveness of program performance goals; and (3) provide critical information regarding the
adeguacy of current resource lovels to meet corporate service and infrastructure needs.



Recommendation

A comprehensive base gualysis of all programs, including the NOAA-wide and line office
corporate costs, which are part of the annual corparate assessments, and NOAA indirect
costs, should be conducted as standard operating procedure in the agency’s budget process.
This is a erucial step in understanding agency-level financial issues as well as building
credibility with Congress and other stakeholders. The Budget Office should design
guidance to the line offices for preparation of a full base analysis for use by the strategic
planning teams in the FY 2003 process. A “dry-ran” should be undertaken during the FY
2002 process utilizing the work of one of the several line ofiices that now conduct a base
analysis on their own initiative,

Budget Execution

The NOAA budget is not being exccuted at a sufficiently high level of quality, and a number of
problems are contributing significantly © the perception that NOAA is not fully accountable for
the way it manages its funds. These problems inclede (1) funds control, (2) managing
congressional “assigned activities™ and reprogrammings, and (3) tracking deobligations, carry-
over funds, and reimbursable funds.

The process by which top agency management reviews financial operating plans 1s weak. The
quarterly reviews of line office plans and progress by the senior management team 4o not include
well-developed initial information on line office financial plans for the coming year or good
information on progress against plans including analyses of variances from original base line
plans.

NQAA iz taking actions toward improving budget execution. In addition, NOAA s developing a
new accounting system-Commerce Administrative Management System (CAMS)—far
implementation at the start of 'Y 2002. The panel behieves that it is critically important to move
this new system forward. The current system is weak, providing untimely and inaccurate
accounting of agency obligations and expenditures, and without a better accounting system, other
NOAA improvements wall not be successful.

All of these problems contribute significantly to the Jack of trust the agency is experiencing from
Congress and other stakeholders, and their expeditious solution 1s essential to restoring agency
credibility.

Recommendation

¢+  NOAA should ensure that the management attention and resourees required to
implement CAMS successfully are provided



e NOAA should require major imprevement in the line office financial operating plan
process including development of initial baseline plans and informative updates on
progress, using variance analysis, at the administrator’s quarterly reviews, The Budget
Office should prepare guidance for development of these plans and provide the
independent analysis necessary for effective financial performance reviews during the
year. Other agencies should be contacted regarding successful financial management
and reporting technigues,

THE ROLE OF THE BUDGET OFFICE

The Budget Office is positioned at the crossroads of all basic financial process activities and
must serve as an effective switching station to ensure that these processes function well. This is
true for formulating the NOAA budget internally, conducting budget negotiations with
Commerce, OMR, and Congress, and working with OMB and Commerce to allocate
appropriations to the line offices. A strong Budget Office is critical to NOAA’s success in
making systematic improvements in its financial management and budget processes.

The capacity of the Budget Office has been greatly diminished in the past decade through
downsizing and reductions in force. This has caused major problems in the ability of the Budget
Office to (1) provide quality preducts to 1ts customers, including allowances and financial
analyses, based on accurste and up-to-date spread sheets; {2) design and operate open, clearly
understood, and standard budget formulation and execution processes; (3) communicate with
internal NOAA customers, Congress, and other external stakeholders; (4) develop a formal
guidance system; (5) conduct a training and career development program within the NOAA
financial management community; and (6) maintain necessary automated support systems to
support spread sheets and the cross-walks needed between the traditional budget structure and the
strategic planning structure. This has been accompanied by a severe loss of corporate memory in
the Budget Office,

Concurrently, relations with Congress have also declined, and the urgency of establishing sound
professional relations with the appropriations commitices cannot be overstated. Congressional
issues affect all parts of the panel’s report including the usefulness of strategic plan information,
corporate cost assessments, adherence to committee directives and reprogramming rules, and a
new budget structure. The appropriations committees must be supportive of NOAA’s
improvement efforts. Even a perfect NOAA financial management process will not overcone
substantive policy disagreements between Commerce and Congress in determining NOAA’s
annual funding levels. However, Instituting important process changes will enhance NOAA’s
ability to better focus discussion with the committees on major program issues.

What should a strong Budget Office staff look Iike? The panel envisions a staff of mid-level to
serior analysts, collectively possessing both execution and formulation skills, who are fully
knowledgeable of the line office programs for which they are responsible, These analysts (1) are
immersed in NOAA programs and understand substantive issues and the resource requirements

10



http:alloca.te

for supporting program operations, and they achieve this by participating in all key line office
and NOAA budgetary activities; (2) view the line offices as their customers and provide expert
advice and information to line office staffs about external issues and events; (3) provide expent
analytical advice to NOAA management on resource issues including identification of alieruative
resource acquisition scenarios; {4} become the single most important source of information in
response to the information needs of the line offices, Commerce, OMB, and the appropriations
commitiees; and (3) provide a crucial bridge for hne office customers and all other partics
between formulation of the budget and its execution by functioning as a one-stop shopping center
for budgetary information,

NOAA recognizes the urgency of moving the Budget Office towards this ideal set of capacities.
In the past year, the agency has upgraded the position of the director of budget to the Sentor
Executive Service level and filled that position with a new person. The new director hag hired
key management and analysis staff and developed a vision for a high-performance organization,
This includes the beginning of 2 partnership with customers 10 address capacity problems. The
director has realigned Budget Office components to focus staff energy on making these
improvements happen.

The panel is concerned that a number of faciors, unless satisfactorly addressed by NOAA, will
mitigate against success. These include the limited staff capacities of the Budget Office and the
demands of daily workloads. Further, the specific capabilities of the OFA M&B, the corporate
cost functions of which the panel has recommended be transferred to the Budget Office, must
also be upgraded. NOAA will need to cusure that this unit operates at a high level of proficiency
in order to fully implement the panel’s corporate cost recommendations, including operation of a
working capital fund. In addition, three studies {described in Chapter 3) in recent years have
recommended various improvements in the agency’s financial management practices, but these
studies have not been effectively implemented.

An active partnership between the Budget Office and the line office financial community is
gritical to success in this effort. Development of communication, career development, guidance
and systems capacities, a revised budget structure, base analysis, and a new corporate cost
process cannot be done in a vacuum but will require both the acceptance, participation, expertise,
and resources of the line effices. The Budget Office also needs 1o increase its role in helping the
line offices.

Recommendation
NOAA should strengthen the Budget Office by:

 instructing linc office financial managers to form an active partnership with the budget
office in undertaking the improvement efforts recommended in this report

* ensuring that the director of badget is a key participant in the pelicy making processes
of the agency affecting financial matters

11
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tasking the Budget Office, along with the OPSP, with providing the staff work
necessary to make the corporate board function well

recognizing the critical role of the director of budget, and designating the Budget
Office as the primary contact point with Commerce, OMB, and Congress in obtaining
and providing factual information about the NOAA budget

upgrading the capacity of the Budget Office and reviewing current stafling allocations,
5 the Budget Office to determine its ability to implement the panel’s recommendations

The chief financial officer/chief administrative officer should:

work with the line sffices to plan and implement the training and career development
experiences for budget and financial management staff throughout the agency, This
will include the development of senior level staff capabilify envisioned above especially
a program of rotation for Budget Office and line office financial staff members through
progressively more responsible assignments in appropriate NOAA financial
organizations, Commerce, OMB, and Congress

The director of budget should:

act to restore the capacity of the Budget Office to communicate effectively with
customers, Congress, and ether external stakeholders

consider reorganizing the Budget Office along programmatic lines, rather than
functionally by formulation and cxecution, to provide a vne-stop shopping focas for line
office customers

translate the individual improvement goals recommended in this report into specific
milestone implementation schedules identify the interdependencies between individual
schedules such that all goals move forward in a known, interactive, resourced, and
manageable effort :

contact other agencies fo obtain needed project management training for key Budget
Office staff members

To enhance relations with the appropriations committees, the director of budget should:

consult with and be advised by the appropriations comsmitiees on the specific changes
that respond to their concerns and criticisms, especially regarding budget structure,
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explain how the agency improvement efforts solve problems, provide a timetable for
implementation, and advise on how NOAA will keep them informed

seek advice on the need for specialized budget tables and analyses that will provide
supplemental information for the appropriations process and scek input on such topics
as improving funding estimates for NOAA's long-term capital cost

establish a stafi lisison within the Budget Office for coordinating all information
activities regarding NOAA budgetary matters with the line offices, Commerce, and the
appropriations commitices

Within a year, NOAA should review implementation progress to determine whether:

current Budget Office staffing allocations are sufficient

the goal of a onc-stop shepping center for budgetary information and cxpertise is being
achicved

the necessary active partnership with and support by the line organizations for the
Budget Office’s improvement efforts has developed
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Chapter 1
Introduction, Background, and Context

The National Oceanic and Atmospheric Administration (NOAA} is the largest agency within the
Department of Commerce. The agency’s FY 2000 President’s budget request totals over $2.7
billion to fund its several line organizations. "NOAA warns of dangerous weather, charts our
seas and skies, guides our use and protection of ocean and coastal resources, and conducts
rescarch to improve cur understanding and stewardship of the environment which sustains us
alf.”?

NOAA is an agency with a large, varied, and complex set of program responsibilities. These
include: forecasting the weather, managing the nation’s fisheries resources; charting its oceans,
and conducting oceanic and atmospheric research. This diversity of activities is mirrored in the
NOAA budget. Two main accounis—aperations, research, and facilities (OR¥F) and
procurement, acquisition, and construction (PAC)—are broken into 88 program line items which
are further divided into 7,000 tasks. In addition there are more than 130 congressionally initiated
earmarks with an estimated $200 million in agency spending. There are numerous other funds
and financial activities, extensive reimbursable work for other agencies, and numerous transfors
between the agency’s line office budget activities.

Over the past several years, NOAA has been criticized for the quality of its financial
management and budget processes and information. This criticism is reflected in the FY 1999
House Appropriations Conference report which states: “The Committee is frustrated by
NOAA's continued inability to address ... serious budgetary and financial management
problems...” > Problems include but are not limited to:

e an gverly complex and poorly defined process lacking necessary ¢lements of
accountability-— visibility, predictahility, and good information for its customers and
stakeholders

® 2 budgeting system that does not adeguately link to the agency’s performance planning and
measurement system and 10 appropriations commitiee expectations

* acorporate cost process that fails 1o meet the needs of the line office customers

& alack of responsiveness to requests and directions from congressional appropriations
commitiees

I NCAA Horae Page. hupAvww.nosa goviwelcome htinl.
! Report 105-636 accompanying the Depariments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Bill, Fiscal year 1999, page 79,

15


http://www.noaa.gov/welcome.html

NOAA has taken steps to address these issues including the hiring of a new chief financial
officer/chief administrative officer (CFQ/CAQ) and upgrading the position of director of the
Office of Budget 1o the Senior Executive Service level. However, NOAA realizes that
improvements will be limited if the business processes themselves remain unchanged. Witha
new management team in place, NOAA intends to rebuild its budgetary processes to respond to
the Government Performance and Results Act {GPRA)} and produce a more periormance-based
budget. To assist in this process, the director of NOAA’s Budget Office awarded a contract to
the Academy to study and provide recommendations for improvement of the NOAA financial
management and budget processes,

Analytical Requiremenis in the Contract

The contract with the Academy asked numerous analytical questions including:

s How does the current formulation process enhance or impede NOAA's ability to achieve its
program goals and performance plans?

*  How can NOAA realign its budget to more effectively display its resources and improve the
process as well as allocation of resources? How can NOAA realign to ensure performance
budgeting?

e What information is available and needed for use in the budget formulation process, and do
decision makers at the right levels have the proper information to decide in a timely manner
among competing priorities?

*  How is the base budget defined and reviewed, and what is its relationship to the strategic
goals and performance outcomes of the agency?

»  What are possible improvements to the budget execution process including information
flow, resource aflocation, and funds control, etc,—that would facilitate the process, ensure
positive program performance, and ensure adequate funds control?

+  How do different units and Ievels within NOAA interact in the budget process (diagram the
flow}, and what is the proper distribution of authority that will facilitate quality budget
planning and decisionmaking?

¢ How can NOAA better manage its corporate costs process, and what is the impact of this
overhead assessment on performance outcomes?

*  How can the link between budget exccution and budget formulation be improved?

*  What mechanisms can be implemented to enhance accountability?
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Contract Scope of Work

The countract with the Academy provided for a five-month study of the NOAA financial
management but with a special focus on budget issues and pracesses. The scope of work
required the Academy to:

e define the context (environment) within which these NOAA processes operate and how this
contexi affects the NOAA processes (environment includes Commerce and the presidential
and congressional budget processes)

¢ map the current formulation and execution processes at all levels of NOAA including the
lne oflices and the Office of Finance and Administration ({OFA) as a line office entity to
identify the flow of information, internal communication steategies, and how the budget
pracess connects to other related processes including strategic planning and financial
management

*  describe and evaluate the tools used for decision making in both the strategic planning,
formulation, and ¢xecution processes

*  identify and evaluate NOAA’s strategics for miplementing GPRA, Federal Managers
Financial Integrity Act (FMFIA), and the Chief Financial OffTicers Act (CFOA}

¢ evaluate the current organizational structure and processes of the Budget Office and idenufy
possible shott- and long-term improvements inchuding evaluating recent improvements,
organizational changes, and other refinements that are being made

+ produce a final report that summarizes the current tssues related to the NOAA fisancial
management and budget processes, identifies options, and provides recommendations for
improvements including organizational changes

How This Study Was Conducted

The Academy convened a six-member project panel drawn from the Academy’s fellows and
other experts based on their familiarity with NOAA and/or experience with federal financial
management and budget processes, general insights, and knowledge of the specific issues under
study. Two of the panel members are recently-retired senior NOAA career executives with
intimate knowledge of the agency’s program and financial management processes. The panel
was supported by a project team selected on the basis of their expenience in federal planning and
financial management processes. Biographical sketches of the panel members and project team
members are in Appendix C.

Study Methodology. To answer the analytical questions posed to the Academy and to meet the
terms of the scope of work, the project team gathered all relevant information by
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s reviewing materials such as internal budget documents; strategic and operational plans;
executive performance plans; appropriations law and commitiee reports and tables;
execution documents; reports from Congress, the Office of the inspector General (O1G), the
General Accounting Office (GAO) and independent auditors; and other documents regarding
the requirements and implementation of GPRA, FMFIA, and CFQA [ A full list is included
in Appendix D}

e interviewing key process participanis including, managers, line office officials and staff, and
external stakeholder organizations such as appropriations committee staffs and individuals in
Commerce’s Budget Office, the Office of Management and Budget (OMB), GAQ, and OIG
[This included conducting a focus group with line office budget staff mentbers. For all
interviews, Academy staff prepared appropriate questions and/or “talking points” for
interview participants prior to scheduled meetings. A full list of interviews is included in
Appendix E ]

& conduciing several “benchmark” interviews with officials in other federal agencies to
identify best practices in relevant areas of the budget formulation and execution processes,
performance budgeting, overhead assessment, and working capital fund management.
Benchmark interviews are also listed in Appendix E*

The panel was provided with project team briefings and a drafi of this report. 1t met three times
(August §, Sepiember 22, and November 3, 1999 to review and pravide guidance to the project
team on its approach, findings and recommendations, and the composition of this report.

The NOAA Financial Management Process and Context

The NOAA financial management and budget process operates within and through a comphicated
web of organizational, legal and cultural factors. The problems and potential for successtul
change must be understood in the context of these factors. Some of these factors are directly
within NOAA’s control, Others are only indirectly influenced by the agency, Nevertheless, a
well-conceived and carefully implernented plan for putting current NOAA goals and panel
recommendations into effect has the potential for achieving across-the-board changes in all areas
where issues exist,

A Complex Budget, The NOAA budget is complex and managed in a complex manner. Two
main accounts—ORF amd PAC—1total $2.7 billion. These accounts are broken info 88 program
line items which are further divided into 7,000 tasks ropresenting funding assigned to NOAA
managers. Figure 1-1, prepared by the NOAA Budget Office, portrays the NOAA program and
budget structure.

* Benchmark interviews were conducted withint funds available in the basic contragt SO-EKNAS.30049, An option
to ¢he contract for doing an independent survey of cutting edge best practices regarding performance based
budgeting among federal agencies was not exercised by NOAA due to budges constraints.
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There are numerous other funds and financial activities. These include seven accounts such as
the Damage Assessiment and Restoration Revolving Fund and several fishery finance accounts as
well as many smaller financing accounts., The management fund as described in Chapter 3 was
used to funnel funding to NOAA corporate offices—an estimated 5136 million in FY 2000
including $85 million in assessments and $51 million in appropriated funds. The management
fund was also used by the individual line offices to manage the corporate costs that line offices
assess on their own programmatic activitics to meet requirements not funded by other means in
FY 1999. These line office assessments total $110 million. There are extensive transfers
between line items for work done by one line office for another. NOAA also dogs a considerable
amount of work for other agencies. Reimbursements from these agencies total an estimated 3203
million and 611 compensable work years in the FY 2000 column of the President’s budget for
ORF. NOAA must track approximately 60 “assigned activities,” the term for spedific
congressional earmarks in the budget. These total approximately 3110 million or five percent of
the agency budget, In addition, the agency experiences difficulty in making {ime consuming
cross-walks between the basic budget structure and its strategic plan,

The Strategic Planning Process

The agency has a long standing commitment (¢ a strong strategic planning process. NOAA’s
leadership continues to invest and strengthen the process at all levels as reflected in the
following:

s Organizational Leadership. Annual guidance is provided by the DOPSP and the DBO that
lay out the process and timelines to be followed by all ine managers and the Strategic
Planning Teams (SPTs). Specific roles ave defined for the line and staff organizations alike.
Accountability by the senior managers is called for in the form of individual performance
plans, and their direct participation in the development and excoution of the related operating
plans is required.

¢ Stakcholder Commitments. NOAA has committed itself to ensuring an imwportant role for
the external participants in the yearly planning process. Constituent organizations are
invited to participate in the SPT part of the cycle. Agency guidelines set aside more than
six weeks for the SPT¢’ to develop and revise their plans with the expectation of
incorporating ideas from the constituent workshops.

s« Management Structure. [ustructions are developed each year for program management that
outline each step in the strategic planning process. SPTs are established witk principals
selected by agency management with membership that is representative from across the
agency o help ensure the development of coordinated and programmatic sound ideas.
Written guidelines are issued jointly {rom the director of budget and the director of the Office
of Policy and Strategic Planning. A roview is conducted by the Executive Management and
Senior Management Teams in Apri} to receive and decide upon the next year’s priorities.
Following the congressional appropriations actions, annual operating plans are developed by
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each of the AAs who report guarierly on their individual objectives against a set of

milestones and performance objectives,

Performance Measurement, All of the work done by the SPTs is carried out with a special
focus on performance measurerent. Each of the activities in the budget refer to the agency’s
strategic goals and in turn, the performance objectives are identified with the sub-activities.

Partnerships, A feam approach is taken throughout the agency’s planning process,
Members of the budget staff, as well as the planning and policy staffs, arg involved with the
work of the SPTs, The principle of collaboration underscores the strategic nature of the
agency’s operations and sysiems.

The Strategic Planning and Budget Formudaiion and Execuifon Processes

.

The Line Office Planning and Formulation Process. In the fall of each year, the line
affices conduct a program-requirements and internal resource planning process. While each
process is somewhat different, they all have the following in common: {1) a planning
pracess, unique 1o their own organization, which focuses on the traditional goals and budget
line tem activities of the organization; {2) a focus on the specific operational needs of the
organization o carry out ifs mission within the orpanization’s plans; and (3) full ownership
by line uifice management,
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§ : i
»  The Agency’s Government Performance and Results Act Overlay. Preceding the
requirements of GPRA, NOAA developed an agencywide strategic planning process
{described above) under the guidance of the Office of Policy and Strategic Planning (OPSP)
and the OFA in the administrator’s office. This process and the role of the Budget Office is

depicted in Figure 1-3.
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(Figure 1-3)
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The Department of Commerce and the Office of Management and Budget, Aficrthe
under secretary’s decisions are made, the Budget Office incorporates them into the annual
NOAA budget request that is provided in June to Commerce chief financial officer. This
request 13 analyzed by several senor budget staff members who provide analytical advice o
NOAA and Commerce management prior te submitting the request 1o OMB in September.
OMB performs its own analysis for conformanee with the administration’s policy and
budgetary goals. In performing this review, OMR fulfills its legal responsibilities lodged in
the Budget and Accounting Act.®

The Congressional Proeess. OMB provides the President’s budget to Congress just shortly
after start of its annual session. Congress, pursuant to its constitutional duties, begins the
process of determining funding levels of the coming fiscal year.® This work is done by the
appropiations committees and, more specifically, subcommittees on the Departments of
Commerce, Justice, and State, the Judiciary, and Related Agencies through o series of
hearings and bill “mark ups.”

The Budget Execution Process, The execution process 15 similar to ones that are generally
followed by other federal agencies. In preparation for the coming fiscal year, the division of
budget execution located in the Budget Office warks with the line offices to prepare financial
operating plans based on the likely cuicomes of the appropriations process. These are
updated to reflect final congressional action. The fuads are apportioned by OMB, and budget
execution provides allowances to the line oftices. These subsequently soballow the funds
into the ling iterms and tasks portrayed in Figure 11

The AAs prepare annual operating plans by which their staffs will manage their
organization’s programs for the coming year. The line offices and other key NOAA
components are depicied in the NOAA organizational chart (Figure 142},

Tracking of funds bas been limited by several factors. One is that the NOAA accounting
system, the financisl management system, 15 out-of-date and does not provide real-time
information to NOAA financial managers. However, there are several other problems,
discussed in Chapter 4, that make it difficult 1o track obligations. These problems have
contributed significantly to questions by Congress, OMB, Commerce, and QlG about
NOAA's accountability for its appropriations.

FMFEIA, among other things, requires that each agency head establish controls to ensure that
“sbligations and costs comply with applicable law.” 7 CFQA, “requires the preparation and
audit of financial statements.” ® In its review of NOAA's financial statements for the past
three years, OIG has identified a number of weaknesses. NOAA has made steady progress

P OMEB Ciroular A-11, sectios 152, Page 7.

¢ Article [, segtion | and section 9, ¢lause 7, U.8. Constitution.
7 OMB Circular A-123, Section [,

* Tbid.
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reducing the mumber of major weaknesses (“material weaknesses™ from 11 inthe FY 1996
statement to 2 in the FY 1998 statement. The remaining two issues (accounting for
construction work in progress and improvement of monitoring of grant recipients) are
specific technical issues the sclutions to which are included in NOAA corrective action plans,
Academy staff were told in an interview with OIG staff that NOAA's planned corrections are
satisfactory responses to OIG findings, However, the OlG report also states that “controls
over monitoring the budget should be improved.” This issue is discussed further in Chapter
3°

The Corporate Cost Process

NOAA annually assesses its program accounts o support overhead activities i two ways, The
{irst are assessments by the NOAA central office 1o supplement appropriations for activities such
as the under secretary’s office and other executive direction activitics as well as the service
functions of OFA. This assessment activity is managed by OFA, specifically by the OFA Office
of Management and Budget (OFA M&B). The activity has had little visibility to or participation
by the line offices. The second type of assessments are those made by the line offices themselves
to support their own overhead activities. The practice of assessing overhead has led to concerns
both within the line offices and on the part of line offices with the NOAA central office. 1t has
also resuited in constituent complaints to Congress about unanticipated reductions in funding
fevels for program activities. These are discussed in Chapter 3.

The NOAA Financial Management Organization

The CFQ provides the overall leadership and direction for the agency’s financial management
operations. In carrying out the responsihilities of the office, the CFQ works to ensure that the
full range of needed administrative and support services are provided, including those related 10
human resources and the budget itself.

The NOAA Budget Office is the keystone within the financial management organization. Under
the new NOAA director of budget, who came to the job in October 1998, the Budget Office is
undergoing significant change. The director of budget is the first Senior Executive Service
member to serve in the position and has been given the resources to fill 37 positions in the
organization, including seven previously unfunded vacancies.

Even though the Budget Office and the OPSP jointly sign all guidance transmittals, the Budget
Office has played a routine but not a stgnificant role in the agency’s strategic management
process, nor has it recently played a leadership role within the NOAA financial management
community, This is at least in part a function of a decline in staff capacity which has cccurred
over the past decade. The role and capacity of the Budget Office are discussed in Chapter 4,

* Memarandum for Dr, Bakes, from Johate Frazier, NOAA’s FY 1998 Financial Statement, Audit Report Ne, FSC.
1086%.5.06401, page 2, Marsh 1, 1995,
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QOF A also houses the Office of Finance which is responsible for operation of the financial
management system and for implementation, at the beginning of FY 2002, of the CAMS,

NOAA’S new accounting system. The Office of Finance is also responsible to the head of OFA

{the CFOACAO) for coordmating the development of corrective action plans in response to OIG
teports including their reviews of the annual NOAA financial statements and for ensuring that
NOAA meets the requirements of the CFOA for a “clean audit.”

Each line office also maintains a financial function mirroring the formulation and execution
functions contained in the Budge: Office. While organizational strueture and names differ, each
maintains the capability to support its AA in condueting the annual operational planning process,
formulating the traditional operating budget, and executing that budget.
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Chapter 2

Strategic Management

Strategic management, to be effective, must have a system that connects resourees 1o results and
adheres 1o a decisionmaking process that is corporate in nature. The critical parts of such a
system consist of (1} a sound budget structure that reflects the strategic planning of the
organization, (2) the means by which program performance and obligation of funds can be
clearly tracked during the fiscal year against agreed upon plans, and {3} built-irs assurances for
holding key managers fully accountable for the results of their individual and collective actions.

An illustrative strategic management program that represents the flow of the interrelated
components is diagrammed in Figure 2-1. Each component is an important part of the whole.
The strategic plan sets the organization’s direction with its presentation of vision and mission.
An annual operating plan describes the agency’s approach 1o accomplishing its work in a clear
statement of measurable objectives. The budget serves as the means by which the organization’s
plans are executed. The performance measurement system assesses how well the work is being
carried out. The glue that keeps these parts functioning as a whole and ensuring the necessary
nexus between planning and budgeting depends on the full and ongoing commitment and
investment made by all members of the senior management team,

A comprehensive review of NOAAs strategic management touched on all aspects of the overall
system. Planning and budget staff throughout the organization were interviewed; all guideline
materials were collected and read; and many of the agency’s line managers were asked to provide
their views and insights regarding the NOAA’s approach to strategic management. This
assessment highlighted the significant efforts that have been made by NOAA’s leadership in
trying to make stralegic management a success. There have been many accomplishments
including achievements in building strong puarinership relationships with cutside organizations
and attention to the importance of a strong performance measurement system,

However, the interviews with NOAA staff revealed a number of barriers to effective strategic
management. Primary among these is the lack of a corporate focus for overseeing and giving
direction to agency wide planning and the execution of itg resources. Of equal and related
importance is the study’s finding that the assistant administrators are not fully invested in all
phases of sirategic management. Finally, the stralegic management toels that include strategic
planning, performance budgeting and annual perfermance reporting do not now come together at
the senior management level in a fully integrated manner. This chapter addresses ench of these
barriers.
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(Figure 2-1)

STRATEGIC MANAGEMENT PROGRAM
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THE CORPORATE PLANNING AND RESOURCES BOARD

NOAA has made good progress in ifs stratepic planning program and correcting fundamental
budget structure and process problems. However, there remain significant problems in NDAA's
financial management and budget processes. A major concern , discussed later in this chapter, s
the disconnect between the agency's planning process and formulation of the budger. The
planning, budget formulation, and execution processes are pot effectively integrated, and the
budget structure is not functional, Chapter 3 contains the panel’s findings that the process for
determining requirements and appropriate funding for the agency’s corporate central services,
capital assets and facilities {s ineffective. An outmoded accounting systern makes tracking and
accoumting for agency funds difficult to do in an effective manner. Contributing to these
problems is the diminished role and capacity of the agency’s Budget Office which are describad
in Chapter 4.

This Corporate Planning and Resources Board is nzeded to provide a high level of focus for these
efforts, balancing the Agency’s corporate needs with program goals, and, improving relations
with Congress and other stakeholders. Strong leadership will be critical to achieving a robust
corporate policy and oversight process. Top-level policy direction and oversight by a body of
sentor officials comminied W a corporate, agencywide view of NOAA's interrelated difficulties is
essential for long-term success. Such a board would combing the strategic planning and budget
development processes under a single management structure that also has the responsibility for
achieving performance goals and providing continuity between planning and budget. In carrving
out its responsibilities, it would both set policy directions and provide management oversight on
key issues to ensure that appropriate action was being taken. Individual board members would
be called upon from time to time te take the leadership in those areas for which they already
carry institutional responsibilities, such as in planning, budgeting and information systems.

Among the responsibilities of the board, the panel includes;
» overall policy guidance 1o integrate the entire spectrum of planning, budgeting and
management. This inchudes oversight of the agency’s strategic planuning process and the

balancing of programmatic and institutional reguirements within the process

« proposals of appropriate corporate service levels over time and the budgets necessary to
support them

» overall operation of a formally chartered working capital fund
s development of a facilities construction and maintenance master plan

« identification of capital assets requirements and long-term plans to meet the agency’s needs
for shaps, planes, and other capital assets in balance with programmatic requirements
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* oversight of improvements recommended by this report for strengthening of the NOAA™s
financial management capacities and improving operations of the corporate cost process

¢ identification and evaluation of the usefulness of other agency boards or groups with existing
planning duties in the areas of facilities, information technology, or agency infrastructure

The role of the budget office and the OPSP will be crucial to the success of implementing the
panel’s capacity recommendations. These two staff offices, which during the recent past have
been working together on planning and budgeting activities, are well positioned to further this
relationship and provide the necessary support to the board in its effort to revitalize NOAA’s
planning and resgurce acquisition processes, Their work would include the development of
agendas, tracking of action items, performing and overseeing planning and analytical tagks
assigned by the board, and preparing working papers well in advance of meetings to support
effective hoard decision making.

If the agency establishes a Corporate Planning and Resources Board, other existing boards could
be identified and reviewed as 1o their parposes and functions. If some or all of them seem to be
overlapping or duplicative, the agency could determine whether they are still needed or i’ certain
aspeots of their charters should be changed.

Recommendation

NOAA should create a Corporate Planning and Resources Board compaosed of senior
NOAA officials, including the AAs, the chief financial officer/chief administrative officer,
and key staff office heads, The board should be chaired at a high poliey level and should
be the focal point for:

s proposing ageney requirements and resouree levels

« coordinating the planning, programming and budgeting processes

+ reselving major issues involving requirements and funding

» developing an overall strategy for implementing cross-cutting programs

» identifying and resolving major institutional issues involving capital assets, facilities,
and services

s oversecing the improvements recommended in this report
The board should be constituted separately from other NOAA senior management
meetings and commitfees and should develop recommended Jong-term solutions and

resource requirements. [t should provide an orderly and stractured flow of information
and advice to the administrator for decisions on key program policy and budget issues. I
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should receive necessary staffl support from the Budget Office and the Office of Policy and
Strategic Flanning,

H

THE ROLE OF THE ASSISTANT ADMINISTRATORS

The administrator of NOAA brought a creditable planning process into the agency. However,
the pane] believes that the current process can be strengthened further by providing a more well
defined role for the AAs, who are responsible for implementing and managing the Agency’s
programs.

The role of the individual AA during the 8PT process is not clearly defined and varies from AA
to AA and from office to office. For example, AAs play an uneven role in the selection of team
leaders and similarly, they informally track and influence team activity. While the AAs can
suggest team leaders, they do not make the formal selection. Their only current strategic role s
to provide input into the development of guidelines that are sent to the SPTs, to participate in the
review of SPT initiatives, and o have the opportunity to appeal items with which they disagres.
As a consequence, the AAs, while responsible for carrying out the work, submit their budget
ideas 1o SFTs through their team members, but do not have invited opportunities (other than their
suggestions for SPT guidelines) to contribute to the agency’s planning-budgeting process ina
formal manner earlier than April when the review and decision-making stage takes place.

In addiition, once a cross-cutting initiative is developed, approved and funded, there is no
corporate management of the initiative. Similarly, strategic planning goals during the execution
year are managed by separate line offices rather than by a single action officer. Once funds are
provided for the initiative, they are divided among the participating line offices, and no one is in
charge of coordinating their overall implementation. The AAs can play an important role by
being assigned the lead in oversecing a particular initiative that crosses line offices. Currently,
the SPT leaders do not perform this role, and authority is not vested in anyone except for that
portion that resides within a line office.

The AAs, in their rele as members of the Corporate Planning and Resources Board, should raise
their level of invelvement and become even more active in the NOAA strategic planning process

through:

» increased participation in the development of general planning guidelines for new budget
initiatives

» developing line office budget inttiatives for submission to the SPTs
» providing leadership on cross-cutting initiatives where appropriate

e developing annual operating plans in collaboration with the other AAs whose line offices
contribute to the achievement of particular agency goals
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» conducting periodic reviews to assess and present the progress of the SPTs to the board

e conducting periodic reviews to assess and present progress of cross-cutting annual operating
plans to the board -

Recommendation

NOAA should strengthen the role of the AAs in the annual strategic planning process as a
means of institutionalizing this process for long-term effectiveness. The AAs should be
assigned a formal and more direct role in the process. The AAs, in conjunction with the
director of OPSP and the director of budget, should:

¢ conduct periodic progress reviews of the development of budget initiatives being
proposed by the SPTs

e serve on the Corporate Planning and Resources Board to review budget initiatives

e take the lead in managing initiatives that involve more than one line office

STRATEGIC PLANNING AND BUDGET FORMULATION AND EXECUTION
PROCESSES '

NOAA’s planning and budgeting functions do not come together to form an effective
performance budgeting program. Strategic planning is not sufficiently linked with the agency’s
budget formulation and execution process to be of substantive value to the agency, Commerce,
OMB, and Congress in making resource decisions. The budget planning and execution
structures are not the same. :

The current agencywide process follows an approach represented in Figure 2-2. Issuance of
corporate guidance followed by constituent workshops launch the strategic planning portion of
the program that begins in January and concludes in April with presentations by the SPTs to the
under secretary and NOAA senior management. These presentations cover the teams’ priority
recommendations in the form of implementation plans. The agency’s strategic planning goals
and objectives guide the total process. Each of the Agency’s goals are very visible during this
four-month planning period, but are only somewhat influencing throughout the balance of the
planning and budgeting process.
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(Figure 2-2)
STRATEGIC PLANNING AND BUDGET FORMULATION AND EXECUTION PROCESSES
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Upon completion of the review and decision-making process in April, the implementation plans
are referred to the Budget Office which in turn converts the priorities and the base programs into
the agency’s budget. Examples of this traditional budget and a strategic planning presentation
from the 1999 budget submission are included in Figure 2-3.
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(Figure 2-3)
STRATEGIC

National Ocean Service
Contribution to the NOAA Strategic Planning Goals and Objectives

F¥Y 1997 Enacied FY 1998 Enacted FY 1999 Base FY 1999 Req Ine/Mec from Base
FTE Amt, FFE Amt. FTE Amt. FTE Amt. FTE At
Advance Short-Term Warning and Forecast Service
Enhance Observarions and Predigtions 150 100 100 100
Totl ASTWFES 180 106 109 134
hnplement Seasonal to Interannual Climate Forecast
Implement Frediction systems
Maintain and Jmprove Ohserving and Data Delivery Systems 2,500 2,500
Total ISICF 2,500 1500
Prediet and Assess Deeadatbto.Centennial Change
Characterize Clobat CHmiste Porcing Agants
Undersiansd the Role of Ooeans in Globyl Change
Guide the Rehabiliation of the Ozpne Layer
Prosvide Prediction, Assexsment, mad Havman lmpact Information
Ensure 2 Loog-Term Climate Recond
Fotul PARCC
Promote Safe Navigation
Build Mautival Charting Database i 450 1 34858 i 24950 175 27438 2500
Undate Nautionl Survevs 384 25,58 e 31248 284 3137 patsd 23478 {7900
Provide murine Predictions 34 12,500 141 §1,3%8 i41 11,358 43 060 {505
Extablish Nattonsd Spdel Beforence Systems HE 2,167 9 W 300 A 28,768 197 15,159 {1.841)
Provide Moders Asronamiost Chane/Prodos 139 13,480
Fotal PEN 853 #7908 207 88,240 8EY 88379 8767 81.088 {7,294
Huild Sustainable Fisherion
Advanee Fithury Predivtion i 7350 14 84000 14 %600 i4 9,260 04
Tots! BEF i 1350 i4 8400 i 8,600 4 3,208 ]
Sustain Healthy Conxty
Protect, Conserve, and Restore Habltan 4R 46,475 137 B335 246 163M 136 534685 {H9)
Promete Clean Constal Waters 157 431,99 243 48,.24] 243 46,870 113 $8.037 FLi6Y
Foster Wadl-Planned and Revisalized Coastal Conmmunitics 1% 28,233 19 251H ik 2513 1% 25,298 157
o SO 324 117,087 359 134,708 iz 4295 L §53020 1,625
Total for NOS £,19¢ 215815 1,220 234,345 1,318 239,474, 1329 243408 2,934
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TRADITIONAL

1997 Actusl 1998 Currently 1999 Base 1994 Estimate Increase/
Available® {Decrease)
Comparison hy Prsal. Amt. Prsal. Amt. Prsnl. Ami. Prsnl Amt, Prsal, Amt.
activity/subacrivity
National Geean
Service:
Navigation Services  Pos./BA. 605 73,667 630 76,050 H30 76,050 630 68,739 ¢ {2,290
FTE/Qbl. 614 15,4467 576 84,769 576 : 5§76 &
-Ocean Resource Pos./BA. 2681 66468 319 16,499 428 81,828 428 80403 &
Conservation and
Assessment
FTE/ObI, 264 65,708 316 83,297 425 425 ¥
Ocean and Coatl Pos./BA. 70 59,185 1086 67,050 106 67,050 100 79,700 0
Management
FTE/Obl 71 58,508 97 70,650 97 97 0
Acquisiono { Data Pos./BA. 186 16,495 196 14,546 196 14,546 196 14,546 0
FTE L, 241 15,729 321 15,437 231 231 0
Subtotal, National  Pos/BA. 1,122 215,815 1,245 234,145 1,354 239474 1,354 243,408 0 3934
Ocean Service
FTE/ b, 1,198 215,412 1,220 284,153 1,329 0 1,329 0 0 0

*The above detail ol obhigation sand BA 3 inconsistent with the President’s appendix. These amounts reflect more accurately the
actual distribution of prior year recoveries and FY 1998 carcy over.
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Issues Regarding Linking Strategic Planning and Budgeting

Strategic Planning and Budgeting Functions Arc Not Operationally Linked., Asa
consequence of the agency’s decision to develop and present two budgets in a single budget
document, there is confusion and misunderstanding on the part of both reviewers and decision
makers at ull levels. While the “traditional budget” as prepared by the NOAA Budget Office
reflects the adjustments stemming from the approach of the SPT implementation plans, there is
no easy, “user-friendly” way to link to the agency’s strategic goals and objectives,

NQOAA Does Nof Prepare an Agency Performsance Plan. The GPRA legislation requires each
Agency to prepare an annual performance plan that contains the annual performance goals
covering program activities in an agency’s budget request, OMB calls for the porformance plan
to display, by program activity, the funding needed to accomplish a stated performance goal,

Since NOAA is not an agency as defined by GPRA, 1t is not required by statuie to prepare its
own performance plan. It now provides information to Comunerce that in turn develops 8
departmental performance plan covering cach of its bureaus. However, it may be beneficial for
NQAA to prepare a plan which is submitted with it proposed budget (o Commerce.

As GACH has pointed out, developing strategies that will effectively bring planning and budgeting
structures together is difficult and requires a balancing of the two. Once achieved, the
organization will see the level of integration of planning and budgeting activiiies that the
operating organization is seeking. ® By Commerce taking responsibility for developing the
agency’s performance plan, the department in effect can lirait NOAA s ahility to think through
all of the niecessary inter-connections between the planning goals and objectives and the
budgeting structure. By not developing its own plan, NOAA is less apt to see how it can be best
used as an integral part of the strategic management program.

The development by NOAA of an agency annual performance plan will not be duplicative of
Commerce or other agency effort. It will be an important complement 1o the agency’s budget
restructuring effort by showing how requested resources will be used to accomplish strategic
goals and objectives. Upon completion and submission of the plan by NOAA to Commerce, the
department would integraie this report into Commerce’s presentation to Congress.

Figure 2-4 displays how the performance plan might be developed. It would follow the logic
already being used by the agency, i.e. program measures and justifications as preseoted in its
19992 budpet submittal to OMB. This particular example displays only the budget information
for the ORF portion of the budget that is relevant to the Strategic Goal: Advance Short-Term
Warning and Forecast Services,

© GAU/AIMIYGGD-99-87, Initial Experiences Under the Resulis Act In Linking Plans With Budgsts, April 1997,
Report to the Committee on Government Affairs.
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(Figure 2.4)

Annual Performance Plan

NOAAFY 1999

Budget Estimates{SMillions}
Operation, Research and Facilifies

NOAA Budget
Accounts and Program
Activities

Activity

National Weather Service

Sub Activities:

Systems Acquisition ($62,231)
Operations Research ($502,180)

Local Warning Forecasts ($463,462)

Centenmial Forecast Gurdelines ($35,574)
Atmospheric and Hydrological Research

Activity

Nationa!l Environmenta! Satellite
Date and Information Service

Sub Activity:

Satellite Observing Systems (835,486)

Ling [temg

Geostationary Spacecraft ($4,000m)
Envirgnmental Observing Systems
($51,486)

Qceanic and Atmospheric
Research

Almospheric Programs (344,963}
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NOAA Sirstegic Goals and
Objectives

Strategic Goal: (Total dollars for ORF)
Advance short term warning and forecast
services

Suatesic Oblectives:

Muaintain weather service operations
Maintain continuous operational satellite
COVETage

» Strengthen observing and prediction
systems

v

Measures of Performarice

« Lead times
»  Accuracy
a  Percentage of correct forecasts



Strategic Planning Is Not Linked With Ageocy Annual Operating Plans. There ieno
effective linkage between the Agency’s strategic planning process and its line office annual
operating plans, As is pointed out in this year's planning guidance to the line organizations, the
SPTs want to establish a stronger linkage between budget formulation and execution. SPTs see
the growing importance of creating a systematic approach that brings the compenent parts of the
planaing and budgeting process closer together. However, once SPT implementation: plans are
acted upon by senior management in April, the SPTs have little continuing roles or involvement
in the agency’s strategic planning program for the balance of the year. While the annual
operating plans reference the agency’s major performance measures and the AAs will conduct
annual briefings on work conducted by their respective line offices, they do not describe how the
appropriated resources by line item will come together to accomplish the NOAA strategic
chiectives. Performance and cbligations are not tracked against these plans.
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Figure 2-5 offers a model for linking annual operating plans with cross-cutting strategic goals.

(Figure 2-5)

Annual Operating Plan

Strategic Goal: Advance Short-Term Warning and Forecast Services

NESDIS NWS . OAR

Asst. Administrator ﬁ Asst. Administrator e8P  Asst. Administrator
(Supporting AA) (Lead AA) (Supporting AA)

Program Information/Planned Accomplishments
H e Agency/line organization objectives ﬁ
s Performance measures

« Milestones/activities

3

Budget/Resource Information

» Proposed transfers m

o New starts/terminations

Management Issues
s FTE Plans m
¢ Organization Issues
Employee Development and Training

4

Program Coordination Issues

1

Strategic objectives:
e Maintain weather service operations
» Maintain satellite coverage
o Strengthen observing system

4]
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Performance Measurement Is Only Focused on the Agency’s Strategie Goals and
Objectives. While the agency has invested itself strongly in developing performance measures
for its most important strategic priorities, performance measures have not yet been developed and
are not yet in place throughout the operating levels of the orgamzation. Figure 2-6 provides an
approach that is usefu] for infusing perfotmance measures throughout ihe line ifems in the
agency’s budget structure. The approach assists in identifying outcomes and the resources
needed by them at cach level of NOAA programs. By involving all organizational units and their
activities, the agency will be better able to describe not only how all of its resources contribute to
the accomplishment of its agreed upon objectives but especially how individual performance
targets are relevant arkd interrelated to program operations and to resource allocation decistons.
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{Figure 2-6)
The Essential Performance Question

N A

¥
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Department l// Legisiative ﬁmﬂ?%ﬂl’/y Data Collection l/ Weather Sawzcei/ Forecast Service CGeneral Public
Operations
Apency Budget Authority ResearchiAnalysis Sustainable Fisheries Media
Satcllite Operations
Bureau Staff Problemy/Needs Safe Navigation Acatemic aod Mol
Assessment Wantical Charting National Partners
Program Equipment Dratabase Protected Species
Methods Development Business and Industry
Activity Buildings Real-Time Healhy Coasts
Stamcard Setting Olsservations LLS. Shipping Industry
Supplies
Grant Making SKAC apacity Fisheries
Information and Data
Systems Contract Awards Environmentalists
Others
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How well?

How much?

How fast?
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Annual Performance Report. Just as it is important to the agency’s performance budgeting to
develop an annual performance plan, so too is it important to have a stronger role in the
development of'its annual performance report. NOAA, by emphasizing a high priority on
performance targets, is clearly demonstrating the value it places on accountability and “end of
year” performance. The agency should take the leadership in preparing a complete NOAA report
of accomplishments.

Recommendation
NOAA strategic plans and management activitics should include:

o developing an agency annual performance plan that NOAA sends to the Department of
Commerce

s restructuring the line office annual operating plans and comparing obligations at the
senior management level against these plans

¢ maintaining a clear link between cross-cutting initiatives and the budget structure, and
tracking by senior management of progress toward thesc initiatives
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Chapter 3

Fundamental Budget Structure and Process Issues

Certain attributes are fundamental to the success of any agency in conducting an effective budget
and {inancial management process. The panel identified four arcas in which NOAA needs 1o
improve its operations. These are (1) the budget structure (2 the corporate cost process {1}
analysis of the Agency’s base budget and (4) budget execution,

THE NOAA BUDRGET STRUCTURE

NOCAA’s current budget structure is based on the Agency’s organizational structure and the flow
of funds. As this configuration has evolved over time, it has resulted in a clack of clarity - one
that prevents critical stakeholders from forming a clear view of basic NOAA operational
activities and how new initiatives relate to base activities.

In particular, the House Appropriations Committee has been severely critical of the agency in
this regard. Since 1996 the Appropriations Committee has ¢riticized the agency’s budget
structure, As carly as the first year after NOAA followed a strategic planning approach in
developing its budget, the agency was instructed by the committee to “develop a budget structure
that displays the amounts requested under a true program office and activity structure, This
structure should identify and segregate amounts requested for headquarters and field office
components of various activities as well as indicate the amounts intended for external grants or
contracts.™!

In an interview with the project team, subcommittee stafl expressed strong hope that the
Academy report would discuss the structure {ssue. Staff expressed a wish that the agency would
present a more “classic budget structure” in which “the conference report table would look like it
has a clear rejationship to the programs NOAA runs.” Staff provided an example in which
NOAA had been asked how much # spent on a particular fish species program as part of
assessing a requested increase. NOAA was not able to provide a definitive answer because “the
activity is spread into so many pieces that no one has any sense of how they all add up 1o
spending according to a clear plan.” Staff further expressed interest in knowing how funds are
spent for internal laboratory activities, grant programs, and other such activities and stated that
the primary goal of restructuring should be a “true structure where numbers are related to
aperational activities and execution relates to formulation.” Staff expressed an epenness to
working with NOAA to develop a now structure, as long as that structure gave the committee the
ability to identify what is being conducted in the NOAA base budget and how requested
increases relate to those bage activities.

" Report 104-196 accompanying the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Bill, Fiscal Year 1996, Page 61,
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In addition to these House committee concerns, Commerce analysts, OMB examiners, and
Senate staff interviewed by the Academy project team articulated a desire 10 see a more clear
discussion of the base and how increases relate 1o the base.

The agency’s budget justifications provide a combination of strategic planning and traditional
budget information. The justifications are prefaced with information about the individual line
office role in agency cross-cutting strategic goals. This is followed by information presented in
the agency’s traditional budget structure that has developed over the years and according to
which the appropriations committees provide funds to the agency. This combination of two
presentations has caused confusion on the part of the agency, Commerce, OMEB, and the
committees.

Appropriations committee staff indicated to the project team that even without the confusion
engendered by combining strategic planning information with traditional budget information, the
budget structure that has evolved over time does not provide sufficient information on which to
make informed judgments about necessary appropriations levels. The project team’s review of
agency budget justifications confirms this judgment. In many cases, the justifications provide
minimal information about major portions of a line office’s budget. The three or four pages of
narrative often fail to provide good information about how and where the money is being spent
on operational activities or how requested ircrements relate to these base activities,

It solving this problem, some in the agency believe that the budget structure should be recast to
follow the cross-cutting logic of its strategic plan. Others believe that the key is to retain, but,
significantly improve, the current budget structure, The panel believes the second approach is
preferable. While the effort will not be easy, it has the merit of working within a budget
structure that represents programs that are familiar to the appropriations committees and other
stakeholders and, as importantly, familiar to the general public.

The agency has established a Budget Restructuring Task Force to develop an improved structure.
To develop an improved budget structure, the agency should:

s examine where funds flow within the agency and identify the specific operational activities
that should be described in agency budget justifications

« ensure that the allocation and control of funds in the execution process {ully matches the
revised budget structure

This restructuring effort will be labor intensive, requiring detailed analysis of money flow, the
agency’s complex structure of line items and 7,000 tasks, and development of alternative
scenarios for management’s review. The Task Foree will have to balance the need for clarity
with the need for brevity,
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Recommendation

NOAA should give the newly established Budget Restructuring Task Force top priority
support. The task force should:

* retain the current budget structure as a starting point

o identify and describe as clearly and succinctly as possible agency operations, i.e., tell
the “story” of NOAA in concrete, operational terms clearly understandable to
stakeholders

¢ dcvelop clear and easy to follow cross-walks from this basic structure to Agency
strategic planning or other cross-cutting initiatives

Bcecause of the intensity of the effort that will be required to accomplish a clarified
structure, the panel suggests that the agency may want to consider beginning the effort
with one line office as a pilot. There should be extensive consultation with Congress,
OMB, and Commerce on this effort.

THE CORPORATE COST PROCESS

“Corporate costs” are the funds required to direct and support the staffs responsible for central
executive management and administrative services within NOAA. In FY 2000, an estimated
$136 million will support these activities. The $136 million is composed of $51 million in
appropriated funds and $85 million in assessments on appropriated funds allocated to line office
programs. The §51 million is appropriated under the program support activity in the ORF
appropnation for executive direction and administration, and central administrative support.

Issues with the Corporate Cost Process

Historically, the process for determining asscssments on line office programmatic line items has
caused tension between the line offices and the administrative functions that are funded by the
assessments. The line office have tended to feel that assessed funds are not used effectively.
Administrative officials, on the other hand, perceived that the line offices do not appreciate the
resource levels required to sustain services. The process has been characterized by a lack of
communication and partnership. Issues include the following:

Timeliness and Integration. Decisions on corporate cost assessment levels have been made late
in the current fiscal year and have occurred outside of the budget process. For example, the
levels for FY 1999 were determined in March, 1999, six months into the fiscal year. Such late
decisions mean that the line offices and staff offices do not know until late in the fiscal year how
much funding is available for program activities. When levels assessed above prior years are

s
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levied lale in the year without prior notice, the line offices have to reduce program funding below
estimated levels thus causing programmatic disruption and lack of trust,

Accountability to Line Office Customers. There has been no formal and predictable
requirements formulation process characterized by {1 service office development of required
service levels and associated budgetary needs; (2) analysis of service office estimates by budget
professionals including base activities and associated increments to determine which high
pricrity needs can be funded by reallocating lower priority base activities; (3) review of base
activities for efficiencies through reengineering, outsourcing or other technigques; and (4)
gstablishment of service performance goals pegged o resource levels. The line office customers
have had, until the 2000 process, hittle say in the establishment of assessment levels.

Traceability of Funds. A third accountability issue is a lack of traceability of funds. This has
oceurred in two ways. First, the appropriated and assessed funds are placed in a holding account
called the management fund where they are commingied and in turn aliocated to the receiving
arganization. Here they lose their identity so that the origin of funds received by an organization
cannot be traced,  Secand, there is no relationship between how the assessment is distributed and
how it is accounted for. The funds are assessed on the basis of a formula that has developed over
"time. The origin of the formula has been lost as staff turnover has ocourred. However, the

NOAA financial management system (FIMA) in turn accounts for the assessment based on labor -

costs. The money Is assessed in one manner and accounted for i another, and, therefore, actual
obligations in each line item and sub-allowance are never fully predictable. Because these sums
are pot huge, itis a problem at the margins of the funds management process. But, because it
affects many accounts, it contributes to an unease about how appropriations are managed.

Congressional Concerns. Accountability for funds appropriated is a multifaceted concern by
subcommittee staffs, especially in the House. One aspect of this has been corporate costs.
Responding to concerns expressed by constituents, the House appropriations committee included
fanguage in its report accompanying the FY 1999 NOAA appropriation bill that stated under the
Program Suppeort heading:

“In addition, the Commuitice does not believe that funding for headquarters and policy
functions should be avgmented through the praciice of overhead assessments, and
instead believes that such amounts should be wholly requested and funded from within
the Exccutive Direction and Administration line item under the heading. The
Committee was disturbed to learn that, despite the fact that no increase was required or
provided to support these functions in fiscal vear 1998, NOAA in fact increased
funding for these activities by 6.4% by levying additional assessments against the line
organization and their programs. Such augmentations to headquarters and policy
functions, at the expense of NOAA programs is unacceptable 10 the Committee.”
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Further, the committee directed NOAA to:

“request direct appropriations to fully fund these requirements under the Executive
Direction and Administration item under this heading.” 2

While this language was not included in the report accompanying the FY 2000 bill, interviews
with committee staff confirm that this subject remains a concern to both the House and Senate
staff.

Staff Capacity. In recent years staff capacity has declined. The OFA M&B is formally
responsible for managing the process by which corporate cost requirements are established. The
effects of repeated downsizings and reductions in force in the past 10 years have been to
eliminate the institutional memory in this office, and the staff lack the necessary background and
training in the budget skills needed for managing a resource requirements process.

Line Office Overhead. Another accountability issue is the corporate costs assessed by the line
offices on their own programmatic activities to meet line office requirements not funded by other
means. As measured by the flow through the management fund, line office assessments on their
programs in FY 1999 were approximately $110 million, an amount which exceeds the $85
million in assessments made by the central office. No recent analysis has been done of the uses
of these internal line office assessments within NOAA. In the absence of such analysis, no
assumptions can be made about their effectiveness. However, NOAA management, OMB, and
Congress need to have a clear idea about the uses to which overhead funds are put. The central
concern should be: Do the central corporate activities and the line office corporate activities
complement cach other and operate as efficiently as possible? NOAA may want to consider
performing an analysis of line office overhead assessments to develop a clear idea about the uses
to which these assessments are put and whether the central corporate activities and the line office
corporate activities complement each other and operate in as fully efficient a manner as possible.

NOAA Actions To Improve the Process

Accountability is the key issue involving corporate costs: accountability to the CFO/CAQ for
management of assessed funds, accountability to customers for benefits received, and
accountability to Congress for funds provided for programmatic activities. NOAA recognizes
that it needs to create a fully accountabie corporate cost process and is acting on the problems in
the process.

Traceability of Funds-A Reprogramming. NOAA has prepared a reprogramming request to
the appropriations committees to remedy the disparate methods of distributing and accounting
for assessments. Future assessments will be based on labor costs as well as accounted for by
labor costs, bringing into line the two methods. The reprogramming will remedy the current

2 Report 105-636 accompanying the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Bill, Fiscal year 1999, page 96
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maldistribution of assessments by subtracting from or adding to line items the amounts necessary
{0 bring assessments in line with a Jabor cost distribution formula. In addition, the
reprogramming will convert assessment funds now identified for executive direction and
administration accounts into appropriated funds for inclusion directly in the program suppont
activity in ORF in response to the FY 1999 House committee directive. The reprogramming is in
the review progess.

A Working Capital Fund (WCF). One of the main concerns on the part of line office service
customers is an accountability issue—they do not have a clear idea of what services they receive
in return for doflars assessed. Conversion of the service components of the corporate cost
assessments into 4 WCF, coupled with the reprogramming to convert nonservice components to
appropriated funds, should provide both customers and Congress assurance that NOAA is using
its funds for intended purposes.

NOAA is considering creating a WCF. The CFO/CAQ’s FY 1999 annual operating plan calls
for creation of a WCF for field activitics along the lines of a July 1998 report on administrative
service centers.” The director of budget has gone further and instructed her staff to develop
plans for a full WCF to cover all service activities.

While the main ingredients of a successful WCF operation are known to the director of budget
and several of her senjor staff members, these ingredients bear repeating for others ouiside of the
Budget Office. The fundamental principle of a WCF is fee for service, A clear path exists from
the provision of money to the amount and quality of the service received in retumn, To ensure
this crisp accountability, a well managed fund generally has the following componems: (1} an
oversight bady that determines service levels and reguirements budgets; (2) customer
representatives who participate as partners; (3) a charter specifying the service activities properly
included in the fund, its operations, and its membership; and {4} the performance objectives of
the service activities,

The Department of Health and Human Services Service and Supply Fund, managed by the
deputy assistant secretary for budget, is one example reviewed by the Academy project staft.
The management of the Service and Supply Fund is characterized by all the components
described above. ts manager told project staff that there are numerous others that are sinsilarly
constituted and managed within the federal establishment.

Improvements in the FY 2000 Carporate Cost Process. The FY 2000 process saw significant
improvements through the efforts of the director of budget and the Chief of OFA M&B.
Decisions on FY 2000 and preliminary FY 2001 assessment fevels were made in August 1999,
almost two months prior to beginning of FY 2000. The FY 2000 process is depicted in Figure 1~
3 in Chapter 1. The process included a series of meeting with key line office financial
executives. The meeting involved participatory decisions on corporate service budget
requirements. The goal of these mectings was to reach consensus on service and budget levels

" The Report on Changes needed to Transform Administrative Support Centers into the Best Federa)
Administrative Service Providers, July 23, 1998 for the Deputy Under Ssecretary,
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and present them to the deputy under secretary. The OFA M&B chief’s goal for FY 2001 isto
“Integrate development of the annual corporate requirements into the NOAA spring planning
process.”

The Academy project staff interviews with key participants from all of the line offices indicate
that the line office participants feel this process was better than in the past because they had had a
significant role in the cutcome. They also felt that the process requires further improvement in a
aumber of areas. The NOAA corporate cost review team received voluminous materials, but
these were generally at the last minute and lacked analytical information about the base budgets
and requested increments of the requesting organizations. Numerous increases were justified as
“unfunded liabilities™ including Commerce WCE charges, rent, and the CAMSE development
costs. Other increases were requested as “base shorifalls”™ to pay an organization back for
expenses already absorbed in its FY 1999 base. Both raised equity issues. For “base shortfalls,”
the line office team members asked, since these increases had already been funded in the base,
what were the requested “base shontfalls™ really for? For both items, the line office members
asked, since the line offices are not able to increase appropriated funds to absorb such costs, why
should the requesting service organizations be able to do so at line office expense? Budget
numbers often did not tie together or to total bottom lines.

Factors Mitigating Against Saccessful Implementation of Improvement Plans

NOAA is making good progress in its management of corporate costs. It is clear that NOAA's
new financial management team recognizes the issues and is committed to addressing them. Bug,
the panel is also concerned that a number of factors exist that, if not addressed, will mitigate
against successful improvement.

Diffusion of Responsibility for the Corporate Cost Process. There is ambiguity in the
assignment of responsibilities for successful management and improvement of the process. The
chief of OFA M&B is formally responsible, but the line office financial and senior NOAA
offictals look to the director of budget as the senior budget official for 3 successful process.
Responsibility and accountability, therefore, are not congruent.

Accountability for a successful process should be lodged with the director of budget for several
reasons. The director of budpet, as a member of the Senior Executive Servive and as director of
the agency Budget Office, has a more overarching responsibility to work with both the line
offices and with executive direction and administration and OFA office heads (o require a better
process and 10 make it happen, Second, efforts to upgrade the capacity of the Budget Office (see
Chapter 4) need to extend to the OFA M&B staff as well. Finally, this important process needs to
be meshed with the overall flow of the NOAA budget process, and chances are better that this
will happen if the process is the responsibility of the execative in charge of the overall process
and is able 1o link similar activities together.

The project staff met with the deputy assistant secretary for budget at the Department of Health
and Human Services to benchmark various budget processes. The DASH has responsibilities
simlar to those of the directer of budget at NOAA. It includes the Office of the Secretary
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Budget Office which is the equivalent of the NOAA OFA M&B. The Office of the Secretary is
one of the department’s operating divistons, and the Budget Office handles the budget
formulation and execution for this OPDIV which supports the Secretary’s staff offices. This
relationship permits the deputy assistant secretary for budget to ensure that the budget operations
of the Office of the Secretary run smoothly, and it is an arrangement which has worked well for
several decades.

Ineffectiveness of Prior Studies. A number of prior studies by internal NOAA teams have
recommended changes to address the above issues. The recommendations of these studies would
improve accountability of the assessment process to customers by providing for customer
oversight and by more closely tying assessments to services rendered. However, very little has
been done to put these recommendations into practice. The studies and their recommendations
include the following:

¢ The Report of the Overhead Study Team, October 1, 1996, to the deputy under secretary
which recommended:
1. an Overhead Oversight Committee to review all items proposed for payment from
assessments
2. the committee to be composed of “representatives of line and staff offices”
3. assignment of costs based on specific workload measures

® The Report of the More Open Budget Process Team, April 7, 1997, to the under secretary
which recommended establishing:
1. aNOAA Budget Advisory Council to advise on a number of items including
assessments and funding levels for OFA and executive direction and administration
2. acouncil to be composed of Deputy AAs, the NOAA CFO/CAOQ and other top officials.

¢  The Report on Changes needed to Transform Administrative Support Centers into the Best

Federal Administrative Service Providers, July 23, 1998 for the deputy under secretary

which recommended:

1. a Customer Advisory Board to increase customer involvement in field services

2. creation of a working capital fund to fund the administrative service centers, a $20
million component of corporate costs

3. development of performance-based service agreements between the service centers and
customers

o The Need for Implementation Planning. The improvements to be undertaken by NOAA
are numerous and complex, and the staff capacities required to accomplish them are not
strong. The panel believes that OFA, under the direction of the director of budget, needs to
take a project management approach to the effort to improve the corporate cost process. The
director of budget should explore with other agencies the means of obtaining project
management skill training for her staff. This involves techniques for (1) developing specific
milestone charts, resource levels, and performance expectations for each goal and (2)
integrating specific goal milestone charts into a total implementation activity through critical
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path analysis. Such implementation planning provides staff with a visible and objective set
of sign posts for continuing the improvement effort and serves as a means of ensuring in-
house eritics and the staff of the House and Senate appropriations committees that NOAA is
taking Arm action to remedy 1ts problems.

The Need for a High-Level Focus on NOAA Corporate Service and Infrastructure
Requirements

Current process improvement efforts have not vet demonstrated the capacity at the broader
corporate level effort to ensure that the service and infrastructure needs of the institution are met,
A well-functioning agency achieves a balance between the needs of its service and infrastructure
functions and the program operations that these functions support. They include common
administrative services; facilities construction, repair, and maintenance; and capital assets such
as ships and planes, agency automation, and other needs.

This is nof simply a budget process issue, 1t is an issue of how NUAA plans for and meets its
“Institytioral” nesds. Many of the issues raised in the 2000/2001 process went beyond the usual
run of the mill requests to larger institutional issues including the physical needs of the Silver
Spring office complex, which houses most of the line office central offices; a major list of
maintenance needs in the Western Area Service Center; continuing major funding needs for
development and implementation of CAMS; and the need (o develop » facilities master plan.
However, in the decision making forum for the 2000/2001 process, there was no information on
which to identify the basis of the needs or coherent plans and resource sirategies to meet them.
NOAA’s institutional needs in this sense are not being formally addressed in a systematic
manner at the Agency level in the corporate cost process.

NOAA hag, however, recognized the need to address these infrastructure issues. A seventh SPT,
the Infrastructure Team, was established in 1999 as part of the FY 2001-2005 plauning process.
The Infrastructure Team has a broad charter including construction amnd maintenance, fleet
maintenance, information technology, human resource “infrastructure,” and administration and
services. lts charter also includes working with the other six SPTs on cross-cutting initigtives.

The | Team’s work had limited impact on the process. Time and resource constraints prevented
the team from effectively interacting with the other SPTSs or to developing the needed guidelines
for reviewing requests, establishing operating standards, and prionitizing agency needs. In
addition, the team was required to operate under the same 10 percent guideline as the other SPTs
and-selected only 4 initiatives from a list of 20. Under the 10 percent guideline, a total of $9.2
million was approved against an estimated five-year need of $92 million for these four initiatives
along,

This effort was a credible first attempt to address WOAA s infrastructure requirements at the
corporate level, However, without a close and en-going institutional tic to the administrative
organizations having the infrastructure responsibilities that are also included io its charter, the
Infrastructure Team will have neither the necessary support nor resources for satisfactorily
fulfilling its charter.



The Corporate Planning and Resources Board will be in a position to elevate the corporate cost
process 10 a point where it serves as an institutional planning capacity for the agency to (1)
idemify corporate needs, (2) perform alternatives analyses to develop optimum selutions, (3)
develop long-term action and resource plans to achieve the solutions, and (4) balance these
requirements with programmatic goals and resource levels. The board will need to consider how
to simulianeously improve the existing corporate cost process and meld the incipient
Infrastructure Team's approach with the process to ensure balanced treatment for its
infrastructure requirements in the annual planning and budget process.

What is needed to achieve a robust institutional planning and resources process?

o Accountability of Central Administrative Functions te Custemers. Customer
organizations and NOAA management must be assured that all reasonable alternatives have
been explored and that the resource strategies will obtain the best value for the money, This
applies to services provided by a new WCF as well as to appropriated funds in the annugl
budget process. Instifutional organizations need to see clearly the line offices as their
customers, and the line offices need o feel treated as such.

s Legitimacy and Value of Institutional Functions. Conversely, customer organizations
need © accept the legitimacy of the institutional side of the house. Once assured that they are
getting the best value for scarce money and that they are a valued customer, NOAA program
officials need to accept their institutional counterparts as partners in the effort o accomplish
NOAA programs.

»  Planning/Formulation/Analysis. A planning process is needed 10 identify institutional
requirements, develop resource strategies, and provide the alternatives and other analytical
tasks necessary for informed decisions.

s Partnership. Customer organizations should not only participate in the planning process
but, together with key corporate managers, make resource allocation recommendations to
NOAA execulive management.

+ A Formal and Chartered Process. The expectations and parameters of the process must be
g0 beyond informal and unrecorded agreement and be rendered into a charter which spells
out expectations, process, participants and operating rules. Without this formality, a WCF
‘becomes subjected to decisions to add nonservice components, thereby undermining hard
won accountability,

s A “Hoard of Directors.,” The process cannot work without continual management interest
and alfention. Senlor excculive participation is necessary to ensure successful operation.
The Corporate Planning and Resources Board recommended in this report should take
responsibility for setting the policy direction for corporate costs,
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Each of the three studies ¢ited above recommended an oversight body with duties tied to the
particular focus of gach study. The Academy project staff visited Goddard Space Flight
Center, which a decade ago faced corporate cost issues similar to those of NOAA.
Experiencing static appmpriatiens and increasing requirements, the administrative functions
were supported by a growin g iax on flight prz}}ems, and flight project managers resented
the rising and unpredictable “t

As part of its strategic planning activity, Goddard created an Institutional Planning
Commitiee composed of one half of the center’s Executive Council, the equivalent of
NOAA’s senior management including AAs. The Institutional Planning Committes has a
broad charter £0 be the steward of the institution. This includes all administrative functions,
repair and maintenance of the physical plant and specific scientific equipment, and quality
assurance activities in support of customer orgamizations. The Institutional Planning
Committee manages a requirements planning process supported by strong budget analysis,
and it develops multiyear resource plans to meet center needs. The IPC annually presents its
recommendations 1o the full Executive Council for decision.

Recommendation

NOAA should take a series of steps which will lead to a fully open and accountable
corporate cost process as follows:

L ]

place accountability with the director of budget, who is not now responsible for the
process, by transferring the corporate cost function fram the OFA M&B to the Budget
Office.

establish a working capital fund (WCF). NOAA should implement its plans for
creating a WCF. A WOCF will place carporate cost activities on a fee-for-service basis in
which serviee performance for funds provided can be measured. The WCF should be
guided by a formal charter and operate under a board of diveetors composed of line
office and central administrative service officials.

convert nonservice activities now funded by assessments to appropriations. Congress
has directed that all costs net clearly servivce in nature should be converted fo
apprepriated funds subject to the annual appropriations process, and NOAA s
preparing a reprogramming request {0 achieve this goal. NOAA managemoent should
provide all support necessary to effectnate this reprogramming.

develop a clear and formal requirements process. A formal requirements definition
and budget formulation and analysis process should be laid out with a schedule that
feeds corperate cost estimates into the initial stages of the agency’s annual budget
process in February. This process should provide predictable assessment levels for line
office financial managers and inform them well in advance of potential costs outside of
the agency’s control,
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A corporate cost process is described 1p Figure 3-1. Such a process should be in full effect with
all recommended actions and capabilities for the FY 2003 agency budget process commencing in

the fall of 2001,
{Figure 3-1}
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Base Analysis

Fundamental to effective budgeting is the conduct of a program base analysis. In all programs,
priorities shift with the passage of time for many reasons, and program management needs to be
capable of tracking these changes and reprioritizing their programmatic activities to achieve
maximum value for avatlable money. This can be done systematically by breaking the
organization’s programs into discreet operational activities, and increments within these
activities, which are then ranked against the total array of the organizational priorities including
new ipitistives.”

In the course of developing their annual operating plans (AOP), the line offices generally conduct
this type of program review, expanding some tasks and downsizing or eliminating others.
However, in its annual strategic planning process, during the SPT ¢ycle, NOAA conducts no on-
going and systematic base analysis for reviewing program priorities or to determine the relative
priority of base requirements compared to new initiatives. The SPTs focus on incremental
enhancements and, therefore, do not develop information about ongeing sctivities within the line
office base budpets. As a result, the agency cannot (1) identify how its program dollars are
being spent; (2) undenake an effective prioritizing effort to ensure that the core needs of existing
activities are being met and that lower priority base activities can be scaled back to fund
emerging inttiatives; (3) perform the analysis necessary to identify alternative and more effective
ways of accomplishing program gosals; or (41 meet the requiremenis of Commerce and Congress
for informution regarding the full range of agency priorities including how incremental requests
relate to base activities. The lack of prionty information in the budget formulation process
contributes to the problems the agency is having with these reviewing agencies.

This issug has been raised before by a NOAA study group. A 1997 report, “A More Open
Budget Process,” focused special attention on the continuing difficulty in defending “base™
programs (o the Department of Commerce, OMB, and Congress."®

Conduct of base analysis by the agency’s line offices would (1) assist in identification of
tradeoffs within current resource levels to satisfy emerging requirements identified in the
strategic planning process; (2] allow the agency to look for improvement, efficiencies, and
expiring one-time costs and 1o evaluate the effectiveness of program performance goals; and (3)
provide critical information regarding the adequacy of current resource levels 10 meel corporate
service and infrastructure needs. This work would follow the issuance of guidelines developed
by the Budget Office with the results subject to review by the Budget Office and the board.

* The template offered a1 Appendix F describes bage snalysis techniques and provides suggestions about how to
osvercome obsiacles to developing a base analvsis provsss.

'* Mererandum from Chairman of the NOAA's More Open Budget Pracess Team o Undersecretary for Oceans
arl Atmosphers, Aprit 1997,
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Recommendation

A comprehensive base analysis of all programs, including the agencywide and line office
corporate costs which are part of the annual corpoerate assessments and NOAA indirect
costs, should be conducted as standard operating procedure in the agency’s budget process.
This is a crueial step in understanding agency-level financial issues as well as buoilding
credibility with Congress and other stakeholders. The Budget Office should design
guidance to the line offices for preparation of a full base analysis for use by the strategic
planning teams in the FY 2003 process. A “dry run” should be undertaken during the FY
2002 process utilizing the work of one of the several line offices that new conduct a baxe
analysis on their own initiative,

Budget Execution

As described above, the MOAA budget is complex and managed in a complex manner. Two
main appropriations total $2.7 billion, and these are broken into 88 program line items, which are
further divided into 7,000 tasks. There are numcrous other funds and financial activities.
Reimbursements from other agencics total an estimated $203 million in FY 2000. Finally,
NOAA must track approximately 60 “assigned activities,” the term for specific congressional
earmarks in the budget. A complicating factor is the difficulty, described above, of cross-
walking between the strategic planning goal structure and the line ilem structure by which
Congress provides and NOAA manages s funding. The executien process is depicted in Figure
3-2 which was developed by the NOAA Budge: Office.
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Execution of the NOAA budget is not functioning at a sufficiently high level of quality, and a
ramber of problems are contributing significantly to the perception that NOAA is not fully
accountable for the way it manages its funds. These problems include (1) funds control, (2)
managing congressional “assigned activities” and reprogrammings, and (3) tracking
deobligations, carry-over funds and reimbursable funds.

The process by which top agency management reviews {inancial operating plans is weak, The
quarterly reviews of line office plans and progress by the senior management team do not include
well-developed initial information on line office financial plans for the coming year or good
information on progress against plans including analyses of variances from original base line
plans. :

NCAA s 1sking action to address its execution problems. In addition, NOAA 1s developing a
new accounting system--CAMS-—for implementation at the start of FY 2002. The panel
believes that it is critically important to move this new gystem forward to successful
implementation. The current system is weak, providing umtimely and inaccurate accounting of
agency obligations and expenditures, and without a better accounting systen, other NOAA
improvements will not be successful.

All of these problems contribute sigaificantly to the lack of trust the agency is experiencing from
Congress and other stakcholders, and their expeditious solution is gssential 1o restoring that trust
and agency credibility.

Issues with Budget Execution
1) Funds Control

»  Monitoring of Obligations. In its review of NOAA's financial statement for FY 1998,
the QIG states that “controls over monitoring the budget should be improved.™”

Specifically, it states: “there are no automated procedures or system controls within the
FIMA to prevent the over-obligation of apportioned funds. NOAA relies on the director of
budgets and program managers to monitor ard control the obligational activity against their
FOP (Financial Operating Plan}, a manual process.... [Tlhe manual process does not prevent
over-obligation.™®

Discussions with the chief of the budget execution division budget execution in the Budget
Office confirms the above findings by OIG, There is no automatic function in FIMA 10
prevent over obligation of allowances made 1o the line offices. Budget execution and the
line office financial staif find and correct retroactively any over obligations that have

% The inability to track nurmbers is discussed i Chapter 4 wnder the Budget Office’s capacity,

7 Memaorandum for Dr, Baker, from Johnie Frazier, NOAA's FY (998 Financial Statement. Audit Report No. FSC-
H0869-9-0081, page 2, March 1, (999,

* Ibid., page 1116
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occurred upon reviewing monthly accounting reports or at the end of the year during the
financial close out activity. This is a poor way to manage an agency's funds because it
hinders early detection and resolution of potential problems. OlG notes that implementation
of the CAMS will eliminate this concem.

o Task Codes and Corporate Cost Accounting. NOAA is dealing with two other technical
problems. One probleny involves task codes. Prior to FY 1998, procedures did not exist to
ensure that transfers between line office line tems were accompanied by task codes. This
meant that funds were being spent in one place and accounted for in another thereby making
tracking difficult. The second problem is discussed above in the corporate cost section. This
is the lack of congruence between the way corporate costs have been assessed and the way
they have been accounted for. In those cases where an arnount assessed was less than the
amount that is recorded in the accounting system, an over obligation can occur.

The division of budget execution is working to correct the task transfer problem, and as
discussed in the corporate cost section, has proposed an approach to bring the way corporate
costs are assessed and accoonted for mio alignment.

The panel ernphasizes the need for accomplishing the actions described above. Any
systemic causes of over obligations in an organization’s allowances contribute to the
appearance, if not reality, that the agency is not fully accountable for management of s
funds. However, for NOAA, two factors make an over obligation at the appropriation level
untikely: ¢1) the presence of unobligated carry over funds, and {2) the fact that over '
obligations caused by the corporate cost asseasment tend to offset each other. The fact that
NQOAA financial managers cannot precisely say what they have spent against line item or
earmarked amounts provided by Congress contributes fo the general impression that NOAA
is not managing its funds accountably.

2} Managing Congressional “Assigned Activities” and Reprogrammings

The reports of the House Appropriations Committes for the past five years have included
language chastising NOAA for inadequate attention to adhering to (1) “assigned activities,” or
earmarks, made by Congress; and (2} Committee reprogramming requirements included in the
appropriations bill language. The report accompanying the FY 1997 bill is indicative:

“Further, the Committee continues to be concerned with the cavalier approach
NOAA takes o directions given in the committee report, particolarly direction
related to items oot included in the budget request. The Commitize expects
NOAA to follow the direction given in this section of the report as well as the
sections addressing the Committea’s reprogramming requiremnents.”

" Report of the House Appropriations Committee 2ccompanying the Departments of Commerce, Hustice, and State,
the Judiciary, and Related Agencies Appropriations Bill, Fiscal Year 1997, Report 104-676, page 84.
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The CFO/CAO and director of budget have made clear to line office financial managers
that committee reprogramming rules must be followed. To track funding limitations,
budget execution developed an accountability code structure to ensure that “NOAA is
accountable for the management, control, and reporting” of funds. There are
approximately 200 assigned accountability codes for NOAA-appropriated line items,
items requiring special control for reporting to OMB, and for approximately 60 specific
earmarks or “assigned activities.” The Budget Office works closely with the House and
Senate committee staffs to ensure the clarity of each earmark. These are then specifically
annotated on allowances to the line offices and logged into the accounting system. The
accountability code structure was implemented in FY 1998. It was also the subject of a
formal presentation at NOAA’s Second Annual Budget Conference on June 2, 1999.

NOAA has taken appropriate action in developing the accountability code structure for tracking,
among other things, congressional earmarks, and in reiterating at the senior management level
the need to adhere strictly to statutory reprogramming requirements. The agency should consider
formalizing these new procedures in formal memoranda to the line offices, a revised NOAA
budget handbook, and the training regimen recommended in Chapter 4.

3) Tracking Dcobligations, Carry Over Funds, and Reimbursable Funds

e Deobligations. Funds obligated in a prior year are at times determined to be not
valid. There can be many reasons for this including accounting errors, cancellation of
a contract or grant, and overestimated costs for travel, household moves, or
contractual services. NOAA has a rising level of deobligations. The level was $24
million in FY 1996; $36 million in FY 1997; and $68 million in FY 1998. These
increasing amounts may be due in part to the actions being taken by NOAA to
address the problem.

The division of budget execution develops estimates of anticipated deobligations for
inclusion in the Agency’s apportionment request to OMB. Budget execution then performs a
review of NOAA deobligations every month to determine the most recent levels, and it
processes line office requests for approval to reuse deobligated funds. Budget execution does
not perform any analysis of the causes of deobligations.

There are sound programmatic reasons for deobligations. For example, a grantee or
contractor fails to perform. In this case, the original purpose of the contract or grant remains
valid, and the program office has every expectation that the funds should be awarded to
another party to achieve that purpose. Other causes are less compelling. Accounting errors,
consistent overestimating of costs, inadequate contractor selection practices all indicate
potential management problems.

A high and rising deobligation rate can lead to the presumption that the deobligated funds are
not needed. [n fact, the annual appropriation for ORF requires that NOAA absorb $33
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million of requested new obligational authority by utilizing deobligated funds from prior
years.

s  Carry Over Funds. ORF is a “no year” appropriation. Typically, NOAA carries an
unobligated balance forward from vear to year. The actual amount carried into FY 1998 was
$171 million; for FY 1999 the actaal is 380 million. In June of each year, the Budget Office
requests an estimate of carry over funds mto the next fiscal vear for inclugion in the
apportionment request to OMB. In the past, carry over actuals have been allowed to the line |
offices in late December of the current fiscal year, In June of 1998, budget executions made
a major change in the way carry over was 10 be allocated back to the line offices, and this
change caused significant confusion in identifying and allocating funds (see discusston in
Chapter 3). Final allowances were not made until March 1999, three months late. This new
process has since been thoroughly explained 1o the ling offices, and budget execution’s goal
for FY 2000 is to provide the funds by the end of November 1999,

Annual appropriations are made when the purposes for which they are made are capable of
' acconiplishment within the fiscal year for which they were appropriated.® “No-year”
appropriations are provided by Congress when this circumstance does not exist.”! No-year
appropriations furdd programs in which the agency needs flexibility beyond the confines of a
' single fiscal year. It is incumbent on an organization to assure iself, OMB, and Congress
that it is managing 18 no-year appropriations as well as possible. To ensure that no
I management problems are associated with an agency’s carry over balances, periodic analysis

of the reasons for this carry over is necessary,

+« Reimbursables. NOAA performs work for other agencies estimated at $203 million
representing 611 compensable work vears in FY 2000, In August, the Budget Office requests
estimates from the line offices of the amount of reimbursable work for the coming fiscal year
for inclusion in the appontionment request fo OMB. The division of budget execution does
not generally include reimbursements in the iottial sllowances at the start of the {iscal year
but allows them as agreements occur.

There have been several minor issues with reimbursables. These include difficulty in
tracking the expiration date of the appropriation in the agency from which the funds are
coming, a low priority attached to close gut of old agreements, and a generally slow review
process for reimbursable agreements.

The advent of CAMS 1n FY 2002 will solve the problem of tracking the expiration date of
funding appropriations. The office of finance 15 conducting an aging analysis of all
reimbursements and notifying the line offices to examine all those in which there has been no
activity for a vear, The OF will soon move to a six month aging analysis, which will
accelerate resolution of closing out old agreements.

¥ principles of Federal Appropriations Law, Second Edition, July 1981, Volume 1, Page 5+4.
¥ [bid, page 5-8.
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The causes of deobligations and carry over funds require analysis. There is an apparent
accountability issue in the management of these items, and the fact that there is no analysis of
causes is reason for concern. NOAA executives must be assured that there are no systemic
causes for canceling prior-year obligations and for carrying over large amounts of funding. In
turn they need to be able to provide such assurance to OMB and the appropriations committees.
An effort to systematically analyze the causes of deobligations and carry over and to minimize
them would be helpful in restoring congressional faith in NOAA’s financial management. Such
an analytical effort, for a well functioning Budget Office, would not be difficult and should be
performed when sufficient staff capacity is available in the Budget Office.

Recommendation

¢ NOAA should ensurc that the management attention and resources required to
implement CAMS successfully are provided.

¢ NOAA should require major improvement in the line office financial operating plan
process including development of initial base line plans and informative updates on
progress, using variance analysis, at the administrator’s quarterly reviews. The Budget
Office should prepare guidance for development of these plans and provide the
independent analysis necessary for effective financial performance reviews during the
year. Other agencies should be consulted regarding successful financial management
and reporting techniques,
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Chapter 4

The Role of the Budget Office

The Budget Office is at the eross-roads of all basic financial process activities and must serve as
an effective switching station to ensure that these processes funetion well, This is true for
formulating the NOAA budget imternally, conducting budget negotiations with Commerce,
OMBE, and Congress, and working with the OMB and Commerce to allocate appropriations to the
line offices. A strong Budget Office is critical to NOAA s success in making sysiematic
tmprovements in its financial management and budget processes,

Many of the problems NOAA is encountering are the result of performance problems brought on
by weak capacity, The capacity of the Budget Office has been greatly diminished in the past
decade through downsizing and reductions in force. Concurrently, relations with Congress have
also declined, and the urgency of establishing sound professional relations with the
appropriations committees cannot be overstated. Congressional issues affect all parts of the
panel’s report including the usefulness of strategic plan information, corporate cost assessments,
adherence to commitiee directives and reprogramming rules, and a new budget structure. The
appropriations commitiees must be supportive of NOAA’s improvement efforts. Even a perfect
NOAA financial management process will not overcome substantial policy disagreements
between Commerce and Congress in determining NOAA’s annual funding levels. However,
important process changes will enhance NOAAs ability to better focus discussion with the
COMMIttecs on major program issues,

Issues with the Capacity of the Budget Office

Budget Office and OFA M&R Staff Capacity. In intervigws with Academy project staff, all
senior officials with financial management responsibilitics from the deputy under secretary on
through the organization, inchading the line offices, indicated that capacity in the Budget Office
and OFA MXB has been weakened over the past 10 years. Interviewees agreed that:

s Inthe past, the Budget Office housed a highly capable siaff of analysts who vndersteod
NOAA programs and provided a full range of support to management including useful
analysis during the internal budget process and support during the OMB review and
appropriations processes. Its products were excellent, consistent, and well regarded by the
line offices, Commerce and Congress. The deputy under secretary stated 1o the Academy
project siaff that he had greatly valued the Budget Ofiice capacity and, upon taking his new
position, had resolved 10 recreate it.

» The budget capacity of bath offices has greatly diminished in the past decade. One reason
has been the general downsizing that has affected finance and Budget Offices throughout
NOAA. While there are no siatistics, evidence of this pressure is found in a 1996 effort 1o
improve administrative services and reduce staff. The report recommended reducing the



OFA M&B by four positions and the Budget Office by six.”* In a separate action, a reduction
in force conducted in 1996 moved people without any budget background into both
organizations. These factors, combined with normal atirition and an inability to fill
vacancies, plus a complete lack of formal training, have left these two organizations with
only mited resources.

Communication. Communication is the ability of an organization or community of
organizations to ensure that its people, both management and staff, have the information needed
to do thetr jobs. This information is of several varieties: {1) the policies, goals, and action
ohjectives needed to guide general behavior; (2} specific technical information needed (0 do the
daily joly, and (3} basic information on events within and external 1o the organization,
“Capacity” also includes the ability of an orgamization to communicate with external
stakeholders effectively.

Improving communication with Congress is a high priority as the welter of criticism in
appropriations committee reports referenced in this report indicate. Making improvements in
response 10 these criticisms will be a major component of betier communication, However, the
improvements must be presented in a coherent manner. Implementation must be accompanied
by periadic status reports to the committees.

tmproving communication within the financial management commumnty is also a major
chailenge, and much of the problem is rooted in the Jack of a skilled staff. Communication
problems emerged as the number one customer issue at the NOAA-convened Second Annusl
Budget Conference in June 1999, At a seminar 1o address the customer perspective, two senior
line office financial officials botl identifted communication as their main issug. A comment
made several times in ling office interviews was that this conference was the first time line
offices had been invited to atiend a meeting on budget issues. Interviews with line office
financial managers and their staffs identified specific communication issues. One is that there
are few individuals in the Budget Office or OFA M&B who can provide consistent answers to
financial issues. A second 15 that the Budget Office staff historically have not met or visited with
the line offices, Neither regular meetings 1o discuss the status of events and emerging issues nor
ad hoc meetings had been held to address issues.

The line offices expressed dissatisfaction with the way the Budget Office handles policy and
process changes. Several staff members provided detailed aceounts of a change in the handling
of carry over funds in 1998, From their perspective, this was done with little warning and
preparation and so confused the budget process that final carry forward amounts were not
determined until March 29, 1999, three months later than usual. Such late information regarding
the availability of funds impairs an organization’s ability to plan for and execute obligation of
those funds. A second example was an effort to improve management of interagency
agreements. In a November 30, 1998 memo, the line offices were insiructed 1o adopt & National
Marine Fisheries Service procedurce on an interim basis and to proceed with developing their own

“UNOAA Customer Service - A Paradigm Shift”, An Action Plan of the Adminisirative Services Reinvention
Study Group, 2/46, pages 19 and 26,




procedure. The problem cited was that this approach left each line office to develop its own
policy rather than pulling a team of knowledgeable Budget Office and line office staff together to
develop one uniform and fully consistent procedure.

Guidance. Another capacity issue facing the NOAA financial management comununily is the
need to improve the quality of its instructional material to the line offices. A theme from the ling
office interviews is that formal guidance in budget execution is Jacking and the NOAA budget
handbook 1s out of date. While BE makes considerable use of e-mail to provide information and
guidance to line office clients, there are few written instructions on any subject.

A review of the handbook con{inms that it is out of date. First prepared in June 1994, it was a
well-developed document. However, it has not been updated for (1) implementation of strategic
planning; (2} the impacts of CAMS scheduled for implementation in FY 2001, (3} the new
process for the carry over funds; {4) the new NOAA control system implemented in FY 1998 for
ensuring that congressional earmarks are carried out; {5} up-to-date instructions on handling
reprogrammings; and (6) basic terminology changes. The handbook should be updated and, if
adopted, also incorporate panel recommendations on base analysis and the management of carry
over funds and deobligations. The handbook should be made available on the internet.

Interviews with the line offices indicated a higher level of confidence with the NOAA finance
handbook maintained by the Office of Finance and satisfaction with the level of communication.
This includes the Finance Council, a group of senior line office financial officials convened
quarterly by the director of office of finance and the new OF web site on which is published a
growing body of financial policy information and council meeting minutes.™

Training. Training was one of the first casualtics of tight budgets over the past decade, The
Budget Office has conducted no formal training or staff development program within that period.

Systems Support. The Budget Office also faces a systems issue. There is neither the systems
nor staff capacity to accomplish the complex “eross-walking” now required between the
traditional budget struciure and the strategic planning structure and other cross-cutting initiatives.
To accomplish this, the Budget Office would need to have a database into which both structures
are entered and the cross-walks established and updated as they change from one stage of the
process to the next including tracking of obligations against activities and line items in the two
structures. The Budget Office would also need several staff members fully conversant with all
phases of the process and the small changes in detail that constantly take place within it D enter
and update the numbers and produce the kinds of cross-walk analyses that are needed. This
capacity does not exist.

Numbers Control. This has several aspects. One is tracking obligations against alfowances, A
strongly expressed concern by the House committee staff and Commerce budget analysts is the
inability of MOAA to provide good information about the status of obligations against
allowances. The causes of this are numerous and include: the problems of cross-walking

2 hupHweww.rde.nosn.govi~finance/
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between strategic plan goals and line item structure, the technical accounting problems described
in Chapter 3, and a weak and nonreal time accounling system.

A second aspect of number contra! is the ability to track and explain changes in funding levels.
While BE does detail such changes in its allowances, line office interviews surfaced a number of
complaints about the inability to understand the causes of changes from one allowance to the
next. Several line offices stated that the division of budget execution does not keep adequate
spreadsheets for tracking changes, and one suggested that part of the problem is the process of
manually adjusting accounting records each year o bring corporate cost assessment and
accounting records into agreement, A third aspect of the lack of clarity is the NOAA budget
structure itself. The best accounting in the world does not mean much if the purpose of the
obligations is not clear.

Despite these barriers to clarity and accountability, the problem lies, to a considerable degree,
with the lack of adequate background and sufficient training in budget execution. Interviews
with the chief of budget execution and line office financial staffs indicate that the division has
few veteran staffers versed in budget analysis and execution skills. Several line offices report
that they have difficulty obtaining answers from budget execution staff regarding allowance
numbers and policy issues.

The division of budget cxecution has made some improvements recently. 1t has recruited a
number of new staff, but they are ln the learning stage. In addition 10 several new hires, the chief
of budget execution has begun regular meetings with line office customers and has accelerated
the provision of initial allowances from January 28 for FY 1998 1o a target of November 6 for
FY 1999. Feedback in line office interviews has been positive about the regular budget
gxecution meetings.

The Attributes of g Strong Budget Office Staff

What should a strong Budget Office staff look like? The panel envisions a staff of mid-level to
serior analysts, collectively possessing both execution and formulation skills, who are fully
knowledgeable of the line office programs for which they have responsibility. These analysts (1)
. are immersed in NOAA programs and understand substantive issues and the resource
requirements for supporting program operations, and they achieve this by participating in all key
line office and NOAA budgetary aciivities; (2) view the line offices as their customers and
provide expert advice and information to line office staffs about external issues and events; (3)
provide expert analytical advice to NOAA management on resourge issues including
identification of alternative resource acquisition scenarios; {43 become the single most important
source of information in response to the informaticn needs of the line offices, Commerce, OMB,
and the appropriations committees; and (5) provide a crucial bridge for line office customers and
all other parties between formulation of the budget and its execution by functioning as a one-stop
shopping center for budgetary information,

In this scenario, Budget Office analysis participate substantively in the agency’s strategic
planning process serving on SPTs, reviewing line offices incremental requests and base analyses
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during the SPT process, and providing analysis for the director of budget’s independent
assessment of the annual strategic planning results.

NOAA Actions To Improve the Capacity of the Budget Qffice

NQOAA recognizes the urgency of moving the Budget Office towards this ideal set of capacities.
in the past year, the agency has upgraded the position of the director of budget to the Senior
Executive Service level and filled that position with a new person. NOAA management has
authorized the filling of numerous previously unfunded vacancies in the Budget Office. The new
director has hired key managerial and analyst staff and begun to develop improvement initiatives
to address the organizational capacity issues identified above. These initiatives are strongly
supported by the deputy under secretary and CFO/CAQ and include:
» development of a vision for a high-performance organization based on a trained and
competent staff, partnership with customers, a strategy for excellent communications, well
functioning processes, and a staff development training program {see Figure 4-1}

« improvements in specific processes such as ¢stimating and managing carry over funds, prior
year obligations and reimbursements

» improvements for a fully accountable corporate cost process

« arcorganization to focus staff eoergy on ¢reation of enhanced analytical capabilities, control
and accuracy of budpetary numbers, development of training and staff development
opportunities, improved guidance, timeliness and quality of products, and communications
with custemers including development of 7 web site®

* The elements of a sample comprehensive generic capacity building strategy are laid owt in defail in Appendix G
including clements for progess improvenent, communications, staff development and training, and puidance
development. :
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The director of budget has reorganized the Budget Office to align its fanctions with improvement
goals. The Budget Office now includes three divisions: Formulation, Execution, and Policy,
Products and Integration (BPPI). The division functions, orally articulated by the director of
budget to the project staff, need to be more clearly stated in the formal functional statements to
say: ,

* Budget fomulation develops and maintains strong analytical capability.

e BPPI shepherds the budget process including number control, product quality, an excellent
guidance system, a communication and partnership strategy with the line offices and other
stakeholders, and a community-wide staff training and development strategy.

= Budget execution develops the analytical and systems capability to maintair the spread
sheets pecessary to provide accurate data in advice of allowances and other documents.

The Budget Office reorganization focuses the office’s staff on function—formulation, execution,
process. The panel is concerned that this organizational structure will not provide the “one stop”
focus that the line office customers need from the Budget Office. Customers need to be able to
come 1o one person or small group of people who can provide answers to all questions regarding
the process including strategic planning issues, formulation and execution guidance questions,
and information about budget activities at Commerce, OMB, and congressional levels. Aligning
staff by function will tend te fragment responses to customers by requiring them to go to
individual divisions for piecemesal information. Aligning staff with specific programs and
making them responsible for all aspeets of the budget process will provide a better assurance to
customers of this one-stop approach. Alternatively, a well trained management (eam can provide
access to information and answers to questions that complement a one-stop shopping approach.

Line Office Customers as Partners in Financial Managenent Inprovement

Improvement of the financial management process must be accomplished in partnership with the
line offices, In the corporate cost discussion, the panel recommends customer involvement and
oversight of a new WCF. This concept must be extended to the overall effort to improve
financial management including efforts to improve capacity. There are many reasons. First, it is
axiomatic that an organization cannot be fully successful in improving its operations without
mput from its customers. The Budget Office needs 1o understand customer operational needs to
craft effeetive responses. In addition to drawing on line office expertise to accomplish
improvement goals, it alse needs 10 acknowladge its role in helping the line offices, One
example of such help might be where the Budget Office provides a first draft of a budget
document that in furn can be further developed by the line office budget staff rather than
requiring the line office to initiate all such documents. Pockets of financial excellence are
scattered throughout the line offices, and the Budget Office will need to call on this resourge in
the capacity-tmprovemernt process for the financial community as a whole, Finally, unless the
Improvement process is participatory, community ownership of the results and a mutual will o
maintain them will not achicved.
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An interview with one of the line office produced a follow up e-mail which clearly addresses this
point:

“Before NOAA implements a new policy and process, they should (1) involve the
Line Offices in the process so that NOAA is aware of the impacts this may have
on the Line Offices and so that the Line Offices realize the impact; (2) have more
than one person at the NOAA level working on the process and have a Line Office
representative/contact to keep in the loop through the entire process, (3) provide
sufficient time for training, and (4) provide sufficient resources, (5) document the
process to include the NOAA Budget Handbook. Let me emphasize number 3, 4
and 5. Training means that you have a template spreadsheet that is the same for
everyone, reports to pull the appropriate data and a dry run/pilot to make sure it
works and really does for you what you want to do. Also, the meetings and
training have to be on a timely and consistent basis.”

One line office interviewee suggested that a process of improving communication be
started with a general financial management community retreat, and the Budget Office is
planning such an event at a NOAA budget and financial management conference to be
held in the summer of 2000. This is an excellent suggestton, one that can be used to
begin a general process of building a partnership.

Factors Mitigating A gairisr Successful Implementation of Improvement Plans

The panel is concerned that a number of factors, unless satisfactorily addressed by NOAA, will
mitigate against success. These include the limited staff capacities of the Budget Office and the
demands of daily workloads. Further, the capacities of the OFA M&B, some parts of which are
recommended for transfer to the Budget Office, must also be upgraded. NOAA will need to
ensure that all of its budget and financial management offices have the necessary capabilities and
are operating at a high level of proficiency in order to fully implement the several
recommendations outlined in this report. In addition, three studies (described in Chapter 3} in
recent years have recommended various improvements in the agency’s financial management
practices, but these studies have not been effectively implemented.

Recommendation
NOAA should strengthen the Budget Office by:

¢ instructing line office financial managers to form an active partnership with the BO in
undertaking the improvement efforts recommended in this report

e cnsuring that the director of budget is a key participant in the policymaking processes
of the agency affecting financial matters
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» tasking the Budget Office, along with the OPSP, with providing the staff work
necessary te make the corporste board function well

« recognizing the critical rele of the directer of budget, and designating the Budget Office
as the primary contact point with Cenmerce, the OMB, and Congress in obtaining and
providing factual infermation about the NOAA budget

» upgrading the capacity of the Budget Office and reviewing current staffing allocations
to determine its ability te implement the panel’s recommendations

The chief financial officer/chief administrative sfficer should:

s work with the line offices to plan and implement the training and career development
experiences for budget and financial management staff throughout the agency, This
will include the development of senior level staff capacity envisioned above especially a
program of rotation for Budget Office and line office {inancial staff members through
progressively responsible assignments in appropriate NOAA financial organizations,
Commeree, OMB, and Congress.

The director of budget should:

e act to restore the capacity of the Budget Office to communicate effectively with
customers, the Congress, and other external stakeholders

« consider reorganizing the Budget Office along programmatic lines, vather than
functionally (formulation and execution), to provide a one-stop shapping focus for line
uffice customers

¢ franslate the individual improvement goals recommended in this report into specific
milestonie implementation schedules. Identify the interdependencies between individual
schedules such that all goals move forward in a known, interactive, resourced and
manageable effort

* contact other agencies to obtain needed project management training for key Budget
Office siaff members

To enhance relations with the appropristions committecs, the director of budget should:

s consult with and be advised by the appropriations committees on the specific changes
that respond to their concerns and criticisms (especially regarding budget structure},
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explain how the agency improvement efforts solve problems, provide a timetable for
implementation, and advise on how NOAA will keep them informed

seek advice on the need for specialized budget tables and analyses that will previde
supplemental information for the appropriations process and seek input ox such topics
as improving fanding estimates for NOAA’s long-term capital cosiz

establish a staff liaison within the Budget Office for coordinating all information
activities regarding NOAA budgetary matters with the line offices, Commerce, and the
appropriatiens committees

Within a year, NOAA should review implementation progress to determine whether:

current Budget Office stafling allocations are sufficient

the goal of a one-stop shopping center for budgetary information and expertise is being
achieved ‘

the necessary active partuership with and support by the line offices for the Budget
Office’s improvement efforts has developed
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Appendix A

Panel Recommendations

STRATEGIC MANAGEMENT

The Corporate Planning and Resources Board

ROAA should create a Corporate Planning and Resources Board composed of senjor
NOAA officials, including the assistant administrators (AA), the chief financial officer/chief
administrative officer (CFO/CAQ), and key staff office heads, The board should be
chaired at a high policy level and should be the focal point for:

*

.

propuosing agency requirements and resource levels

coerdinating the planning, programming and budgeting processes
resolving major issues involving requirements and funding

developing an overall strategy for implementing cross-cutting programs

identifying and resolving major institntional issues involving capital assets, facilities,
and services :

gverseeing the improvements recommended in this report

‘The board should be constituted separately from other NOAA senior management
meetings and committees and should develop recommended long-term solutions and
ressurce requirements. It should provide an orderly and structured flow of information
and advice to the administrator for decisions on key program and policy issues. I should
receive necessary staff suppert from the Budget Office and the Office of Policy and
Strategic Planning (OPSP).

The Role of the Assistant Administrators

NOAA should strengthen the role of the AAs in the annual strafegic planning process as s
means of institutionalizing this process for long-term effectivencss, The AAs should be
assigned a formal and more direct role in the process. The AAs, in conjunction with the
director of OFSP and the director of budget, should:
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s conduct perisdic progress reviews of the development of budge initiatives heing
proposed by the SPTs

s serve on the Corporate Planning and Resources Board to review budget initiatives

o tiake the lead in managing initiatives that involve more than one line office

Strategic Planning and Budget Formulation and Execution Processes
NOAA strategic plans and management activities should include:

s developing an agency annual performance plan that NOAA sends to the Department of
Commerce

s restructuring the line office annual eperating plans and comparing obligations at the
senior management level to these plans

» maintaining & clear link between cross-cutting initiatives and the budget structure, and
tracking by senior management of progress toward these initiatives

FUNDAMENTAL BUDGET STRUCTURE AND PROCESSES

The NOAA Budget Structure

NOAA should give the newly established Budget Restructuring Task Force 1op priorily
suppert. The task force should:

* retain the current budget structure as a starting point

« identify and describe clearly and succintly as possible agency operations, i.c., tell “the
stary” of NOAA in concrete, operational terms clearly understandable to stakehalders

»  develop clear and easy to follow cross-walks from this basie structure to agency
strategic planning or other cross-cutiing initiatives

Because of the intensity of the cffort that will be required fo accomplish a clarified
structure, the panel suggests that the agency may want to consider beginning the effort
with one line office as a pilot. There should be extensive cansultation with Congress,
OMB, and the Department of Commerce on this effort.
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The Corporate Cost Process

NOAA should take a series of steps that will lead to a fully open and accountable corporate
cost pracess as follows:

+ place accountability with the director of budget, who is not now responsible for the
process, by transferring the corporate cost function from the OFA’s M&R to the
Budget Gifice.

» establish a working ¢apital fund (WCF). NOAA should implement its plans for
ereating 1 WCF. A WCF will place corporate cost activities on a fee-for-service basis in
which service performance for funds provided can be measured. The WCF should he
guided by a formal charter and operate onder a board of directors composed of line
office and central administrative service officials.

« convert nonservice activities now funded by assessments to appropriations. Congress
has directed that all costs not clearly service in nature should be converted o
appropristed fonds subject {o the annual appropriations process, and NOAA is
preparing @ reprogramming request {0 achicve this goal. NOAA management should
provide all support necessary to effectuate this reprogramming,

o develop a clear and formal requiremients process. A formal reguirements definition
and budget formulation and analysis process should be laid ouf with a schedule that
feeds corporate cost estimates into the initisl stages of the agency’s annusl budget
process in February., This process should provide predictable assessment levels for line
office financial managers and inform them well in advance of potential costs outside of
the agency’s control,

Base Analysis

A comprehensive base analysis of all programs, including the NOAA-wide and line office
corporate costs, which are part of the annual corporate assessments, and NOAA indirect
costs, should be conducted as standard operating procedure in the agency’s budget process.
This is a crucial step in understanding agency-level financial issues as well as building
eredibility with Congress and other stakcholders. The Budget Office should design
guidance to the line offices for preparation of a full base analysis for use by the strategic
planning fcarms in the FY 2003 process. A “dry run” should be undertaken during the FY
2002 process utilizing the work of one of the several line offices that now conduct a base
analysis on their own Inttiative,
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Budget Execution

NOAA should ensure that the management attention and resources required to
implement CAMS successfully are provided

NOAA should require major improvement in the line office financial operating plan
process including development of initial baseline plans and informative updates on
progress, using variance analysis, at the administrator’s quarterly reviews. The Budget
Office should prepare guidance for development of these plans and provide the
independent analysis necessary for effective financial performance reviews during the
year. Other agencies should be consulfed regarding successful financial management
and reporting technigues.

THE ROLE OF THE BUDGET OFFICE

NOAA should strengthen the Budget Office by:

*

instructing line office financial managers to form an active partnership with the Budget
Office in undertaking the improvement efforts recommended in this report

ensuring that the director of budget is a key parficipant in the policy making processes
of the agency affecting finaneial matters

tasking the Budget Office, nlong with the OPSP, with providing the staff work
necessary to make the corporate board function well

recognizing the critical role of the director of the budget, and designating the Budget
Office 95 the primary contact point with Commerce, OMB and Congress in obtaining
and providing factual information about the NOAA budget

upgrading the capacity of the Budget Office and reviewing current staffing allocations
to the Budget Oifice to determine its ability to implement the panel’s recommendations

The chief financial officer/chief administrative officer should:

work with the line offices fo plan and implement the training and career development
experiences for budget and financial management staff throughout the agency, This
will include the development of senior level staff capability envisioned above including a
program of rotation for Budget Office and line oifice financial staif members through
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progressively more responsible assignments in appropriate NOAA financial
organizations, DOC, OMB, and Congress. ¥

The director of budget should:

To

act to restore the capacity of the Budget Office to communicate effectively with
customers, Congress and other external stakeholders

consider reorganizing the Budget Office along programmatic lines, rather than
funetionally by formulation and execution, to provide a one-stop shopping focus for line
office customers

translate the individual improvement goals recommended in this report into specific
milestone implementation schedules, Identify the interdependencies between individual
schedules such that all goals move forward in a known, interactive, resourced, and
manageable ¢ffort

contact other agencies {o abtain needed project managemént training for key Budget
Office staff members

enhance relations with the appropriations conimittees, the director of budget should:

consult with and be advised by the appropriations committees on the specific changes
that respond to their concerns and eriticisms, especially regarding budget structure,
explain how the agency improvement efferts solve problems, provide a timetable for
implementation, and advise on how NOAA will keep them informed

seek advice on the need for specialized budget tables and analyses that will provide
supplemental information for the appropriations process and seek input on such topics
as improving funding estimates for NOAA’s long-term capital cost

establish a staff liaison within the Budget Office for coordinating all information
activities regarding NOAA budgetary matters with the line offices, the Department of
Commerce, and the appropriations committees

Within a year, NOAA should review implementation progress to detcrmine whether:

»

current Budget Office staffing allocations are suificient

2 The slements of a comprehensive generic capacity building strategy are laid out in detail in Appendix G. The
Appendix includes elements for process improvement, communications, staff development and training, and
guidance development.
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the goal of a ong-stop shopping center for budgetary information and expertisc is being
achieved

the necessary active partnership with and support by the line offfices for the Budget
Office’s improvement ¢fforts has developed

80

s S s T . . D __ S ... . EN . R NS, . N S




Appendix B

A Road Map to Comprehensive Improvement

All recornmendations are not of equal weight and, even if they were, a busy organization cannot
implement all improvements at one time without creating chaos.  An organization must walk
hefore it runs. The following is 8 possible sequence for implementing some of the major
recommendations in this report. As the agency proceeds with the development of its action plan,
it will need to decide which of the report recommendations will be implemented and ensure that
DOC, OMB, and the appropriations comunittees are briefed in advance.

CY 2000

Chief Financial Officer/Chief Administrative Officer (CFO/CAQ):

*  Assign the corporate cost responsibility from the
Office of Finance and Administration ASAP
Office of Management and Budget (OFA M&B) 1o the
director of budget; Incorporate creation of a working capital
Fund {WCF) in the OF A annual operating plan (AQP).

Director of Budget:

» Continue efforts to recruit top managers and staff and reorganize On-going
the Budget Office to implement improvement objectives,

» Continue all current efforts to improve timelingss, clarity and On-going
accuracy of products, Pay special atiention to development of

accurate spread sheet capability.

e Initiate corporate costs requirements formulation

process for FY 200172002 using FY 2000/2001 interim process. ASAP
NOAA:
« Create a Corporate Planning and Resources Board o perform ASAP

the duties described in Chapter 2.

o Direct director of budget in the OFA and Director of the Office of Policy ASAP
and Strategic Planning to provide support to the board.
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Direct development of comprehensive implementation steps by the
CFO/CAOQ and director of budget, working with OPSP in the area of
strategic management. Steps to include existing NOAA
improvement goals and panel recommendations in Chapters 2
through 4 of this report.

Direct AA’s to complete base analysis under guidance from the
Budget Office for the FY 2003 planning/budget process beginning
in February 2001.

Director of Budget:

Present implementation planning results to the Corporate Planning
and Resources Board. Identify specific tasks, develop milestones for
each task, develop overall critical path of necessary improvements, and
assign responsible parties to compete tasks. Address implementation
of panel recommendations on:

*  Strategic management

*  Fundamental structure and process recommendations including
budget restructuring, base analysis, corporate cost, and budget
execution

*  Strengthening the role and capacity of the Budget Office

Complete budget restructuring effort with the Department of Commerce,
OMB, and congressional input and agreement.

Complete development of full WCF proposal for incorporation
into the FY 2003 budget process.

Initiate fully reformed FY 2002/2003 corporate costs requirements
formulation process as approved by the Corporate Planning and
Resources Board. Include a new NOAA WCF. Integrate results
with NOAA FY 2003 budget process in February, 2001

Working with the line offices, develop the capacity building
implementation steps recommended in this report including
training and career development, communication and other aspects
of capacity discussed in this report.
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CY 2001

Line Offices:

e Working with OPSP and the Budget Office, complete logic model analysis  June 1
and develop NOAA performance plan for FY 2003 budget.

Director of Budget:

s Initiate analyses of deobligations, carry over, and reimbursements.” June 1

CY 2002
Director of Budget:

e TFully complete capécity building implementation. June 1

* Sooner if staff capacity has developed quickly enough.
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Appendix C
Panel Members and Staff

Panel Members:

Cora P. Beebe — Former Chief Financial Officer/Executive Director (Administration), Office of
Thrift Supervision, 1.8, Department of the Treasury: Former Branch Chief and Executive
Assistant to the Associate Director for Management, U.S. Office of Management and Budget;
Director, Planning, Budget and Evaluation, U.S. Departmment of Commerce; Director, Policy,
Budget, and Program Management, Office of Solid Waste and Emergency Response, U.S.
Environmental Protection Agency.

LaVarne Burton - Executive Secretary to the Depantment, US. Department of Health and Human
Services {DHHSY; Former Deputy Assistant Secretary for Budget Policy, DHHS; Former Sentor
Analyst, Health and Social Security, Budget Committee, U.S. House of Representatives; Former
positions with the DHHS including Chief, Financial Management Branch, Bureau of Community
Health Services; Director, Office of Financial Management, Health Resources and Services
Administration.

John J. Carey — Consultant; Former Associate Deputy Under Secretary for Oceans and
Atmosphere in NOAA; Deputy Assistant Administrator for the National Ocean Service; Director
of the NOAA Office of Budget and Finance and Controller. Prior to joining NOAA, Mr, Carey
was with the Office of Management and Budget where he held positions of Budget Examiner,
Senior Program Analyst, and Chief of the Comamerce Branch.

Susan Irving - Associate Director, Federal Budget Issues, U. 8. General Accounting Office;
Former Lecturer in Public Policy, JFK School of Government, Harvard University; Fellow,
Institute of Politics, Harvard University; Staff Director, Council of Economic Advisers.

Bernard Martin (Panel Chairman) - Consuliant; Former positions with the US. Office of
Management and Budget, including Special Assistant to the Deputy Director for Management;
Deputy Associate Director, Education, Income Maintenance and Labor Division; Assistant
Director for Legislative Reference; Deputy Associate Director, Labor, Veterans, and Education
Division; Chief, Economics-Science-General Government Branch, Legislative Reference
Division.

Robert 5. Winokur - Vice President of the Consortium for Oceanographic Rescarch and
Education; Former Assistant Administrator for Satellite and Information Services, National
Oceanic and Atmospheric Administration; Acting Assistant Administrator for Weather Services;
Technical Director in the Office of the Qceanographer of the Navy, for the Navy's Operational

. QOceanography Program.

84

-

-~

-

Aty




NAPA Staff Members:

Christopher (. Wye - Director, Performance Consortium, National Academy of Public
Administration (NAPAY; Director, Program for Improving Government Performance, NAPA;
Former Director, Office of Program Analysis and Evaluation, Office of Community Planning and
Development, Department of Housing and Urban Development (HUD); Director, Division of
Policy Studies, Office of Policy Development and Research and Development (OP), HUD;
Senior Policy Analyst, Divigion of Special Studies, OP, HUD, Fellow, National Endowment of
the Humanities, Harvard University. Mr. Wyt is the author of books, articles, and reports on
strategic planning and performance measurement.

John P. Scully, Project Director - Consultant; Former Acting Director, Alliance for Redesigning
Government, Nationa! Academy of Public Administration; Former Vice President Gore's
National Performance Review; Deputy Director, Management Operations Directorate, Goddard
Space Flight Center, NASA; Deputy Associate Commissioner for Disability, Social Secority
Administration; Director, Budget Policy and Procedures Office, Department of Health and
Human Services (DHHS); Director, Office of the Secretary Budget Office, DHHS.

Ronald H. Carlson, Senior Research Associate - Staff Director, Center for Health Policy Studies,
Columbia, Maryland; Former positions with the Department of Health and Human Services,
Associate Administrator for Planning, Evaluation and Legislation, Health Resources and
Services Administration; Director of Evaluative Studies, Health Care Financing Administration;
Director of Demonstrations and Evaluation, Bureau of Health Insurance, Social Security
Administration; Legislative Assistant, Congressman John Henderson, U.S. House of
Representatives,
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Appendix D

List of Documents Reviewed

This listing of documents in not inclusive of literally hundreds of lesser documents including
reports reviewed but deemed inconsequential to the substance of this study, executive
performance plans, organization charts, OFA and line office quarterly reviews, interoffice
memoranda, drafl but unpublished memorandsa, ¢-mailg, etc.

Chicf Financial Officers Council. Guiding Principles for Implementing GPRA. December 30,
1997,

. Itegrating the Budget Structure, Financial Statement, and Performance Measires
imte one Understandable Package: A Report on the Need for Aligniment of Key Financial
Information io Ensure the Successful Implementation of GPRA. March 24, 1998,

Depariment of Commerce. Memorandum from the Chief Financial Officer, Assistant
Secretary for Adminisiration te Kobert Litan, Program Associate Director for General
Government, (fice of Management and Budget: Report on FY 1994 Department of Commerce
Pilot Projects Conducted Under the Government Performance and Results Act. July 10, 1995,

. Fiscal Year 1999: Annual Performance Plan - U, 8. Department of Commerce.
(Undated).

. Fiscal Year 2000 Annugl Performance Plan - US. Department of
Commerce.(Undated).

. Memorandum from the Secretary, Fiscal Year 2001 Budget Guidance, May 28,
1999,
. DOC Home Page. hup/fiwww.doc.gov/

General Accounting Office. The Chief Financial Officers Act, A Mandate for Federal
Financial Management Reform. GAO/AFMID-12,19.4. September 1951,

. Perfarmance Budgeting: Past Initiatives Offer Insights for GPRA Implementation.

GAG/AIMD-97-46. March 1997,

. National Oceanic and Atmospheric Adminisiration: Unobligated Carryover
Balances for Fiscal year 1997, GAO/RCED-97-1438.. April 1997,

. Managing for Resulis: Agencies' Annual Performance Plans Carn Help Address
Strategic Planning Challenges. GAQ/GGD-98-44, January 1998,
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. National Weather Service: Events Surrounding Fiscal Year 1987 Budget.

GAVAIMD.98.69. March 1998,

. Memorandum frov GAO to The Honorable Thomas J. Bliley, Chairman,
Committee on Commerce, House of Representatives: Results Act: Observations on the
Department of Commerce s Arotual Performance Plan for Fiseal Year 1999, June 24, 1998,

. Managing for Results: Measuring Program Results That Are Under Limited
Federal Control, GAQ/GGD-99-16, December {998,

. Major Management Challenges and Program Risks: Department of Commerce.
GAD/OCG-949.3. January 1999

. Agency Performance Plans: Examples of Practices That Can Improve Usefidness
te Decisionmakers, GAQ/GGD/AIMD-99-65%. Febrnary 1999,

. Performance Budgeting: Initial Experiences Under the Resulls Act in Linking
Plans With Budgets. GAO/AIMDIGGD-99-67, April 1999.

. Major Challenges and Program Risks, Department of Commerce. GAO/OCG-99-
2. January 1999,

) . Memorandum from L. Nye Stevens, Director, Federal Management and Workforce
Issues o Linda Bilmes, Acting Chief Financial Officer and Assistance Secretary for
Admiristration. May 17, 1999,

. Memorandum from The Secretary to Secretarial Officers, Heads of Operating
Units: Fiscal Year 2001 Budpet Guidance. May 28, 1999.

. Performance Plans: Selected Approaches for Verification and Validation of
Agency Performance Information, GAO/GGD-99-139. July 1999.

. Performance Budgeting: Initial Agency Experiences Provide a Foundation to
Assess Future Directions, GAQ/T-AIMD/GGD-99-216. July 1, 1999,

Government Executive. Danger Zore. November 1999,

National Academy of Public Administration. Felpful Practices in Improving Government
Performance. Fxecutive-Legislative Branch Summit Proceedings. June 17, 1599,

. Helpful Practices in Improving Government Performance: Conference
Proceedings. June 17, 1999,
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National Qceanic and Atmospheric Administratien. Bydger Estimates, Fiscal Year 1988,
Congressional Submission.

. An Exploratory Assessment of the Regional Administrative Support Centers in the
Department of Commerce. Phase I on April 19 and Phase 1f on July 29, 1993,

. Government Performance and Results Act: Pilot FY 1996 Performance Plan.
April 11, 1995,

. NOAA Customer Service, A Paradigm SR, An Action Plan of the Administrative
Reinvention Siudy Group. February 1996,

. Strategic Plan: 4 Vision for 2003. May 1996.

. A Report of the Overhead Study Team to the Deputy Under Secretary (DUS},
Cctober 1, 1996.

. Memorandum from Susan F. Zevin, Chairman, More Open Budget Process Team,
to D, James Baker, Under Secretary for Oceans and Atmosphere. April 7, 1997,

. Issue Puper on Administrative Support Centers, to the DUS. March 30, 1998,

. The Report on Changes Needed o Transforn Administrative Support Centers into
the Besi Federal Adminisirative Service Providers to the DUS. July 23, 1998,

. FY 1899 Targets and Financial Operating Plans, Memorandum from Deputy
C}nef F mam:zaf Officer to M&B Chiefs. August 1598,

. Strategic Plan: A Vision for 2005. September 1998,

. Memorandum from Susan B, Fruchter, Director, Office of Policy and Strategic
Planning to Strategic Planning Team Leads: Follow Up on 198% NOAA Stmfegzc Flanning
Waorkshops, December 2, 1998,

. Annal Operating Plans: NESDIS, NWS, NOS, NMFES. QAR, OFA. For FY 1999
Qutober 1998 - February 1999,

. KY 1999 Annual Operating Plan (AOQF). Memorandum from Pawl Roberts, Chief
Financial Officer/Chief Adminisirative Officer (CFO/CAD), to the DUS transmitting the Office
of Finance and Administration (OF4) 40P, January 22, 1999, .

. Memorandum from Susan B. Fruchter, Director of Policy and Strategic Planning
to Deputy Asszs&mz Administrators, Strategic Planning Team Leads, Director, Budget
Formulation: February 1999 Strategic Planning Workshops and FY 2001 Budget Guidance.
Jannary 25, 1999,
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. Memorandunm from Susan B. Fruchrer, DOPSP and Jolene A. Lawria Sullens,
Director, Budget Office to Assistant Administraters, SPT Leads, Pragram Director, Management
and Budget Chiefs: 5 - Year Implementation Plans (IP)/FY 2001 Budgei - Transmittals #] - #14.

March 2 - July 21, 1999,

. Memorandum from Jolene A. Sullens, Director, Budget Gffice, to D. James Baker,
Under Secretary for Oceans and Atmasphere; Strategic Planning Team and Lire Office
Reactions 1o Transmittal #5 - Prefiminary Decisions on FY 200 Budget.

. Budget Estimates, Fiscal Year 1999, Office of Management and Budget

Submission.

. Budget Estimates, Fiscal Year 1999, President’s Submission (to Congress),

. NOAA Home Page. http://www . noaa.gov/ )

. NOAA Finance Handbook.

. NGAA Budget Handbook.

. OFA Corrective Action Plan, July 29, 1599,

. Proceedings of the Second Annual Budget Confercnce, June 2-4, 1999,

. Corporate Cost meeting documents, meetings of June 25, July 9, and July 28,
1994,

. Commerce Adminisirative Management Systens {CAMS) Overview, July 23, 1999,
And related materials.

. Operational Information Technology Plan: National Marine Fisheries Service.
July 20, 1999.

. Memorandum from Scoti B. Gudes to Assistant Administrators, Staff Gffice
Directors and Strategic Plan Team Legders: FY 1999 NOAA Third Quarter Review Guidance.

Tuly 6, 1999,

. FY 2000 Targets and Financial Operating Plans, Memorandum from Divector of
Budget to M&B Chiefs. August 1999,

. Memorandum from Captain Richard R. Bekn, Executive Director to the Depigy

Under Secretary, 1o Assistamt Administrators, Staff Office Directors: FY 2000 QOperaring Plans.
August 3, 1999
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. Draft Career Development Program/Guide, from the CFO/CAQ to Directors,
Office of Finance and Administrarion, August 12, 1999,

Office of the Inspector General, U.S. Department of Commerce, National Oceanic and
Atmospheric Adminisirotion, OAR’s Cast Recovery jor Sponsored Research Needs Improvement.
Audit Report No,. STL-7638-6-001. June 1996,

. National Oceanic and Atmospheric Adminisiration, Financial Statements, Fiscal
Year 1996. Audit Report No. FSC.8841-7-0681, March 1997, (includes NOAA financial
statement}).

. National Oceanic and Atmospheric Administravion, Excess Satellite Funding in
the Polar Orbiring Satellite Program, Inspection Report No. OSE-8797.7-000F. March 1997,

. National Qceanic and Aimospheric Administration, Administrative Support
Centers Need Functional Realignment and Focus on Essential Services, spection Report No.
IPE-8568. August 1997,

. National Oceanic and Aimospheric Administration, Excess Satellite Funding
Indicates Need for Better Financial Controls, Inspection Report No. OSE-8787-7-0002.
September 1997,

. Nationdal Qceanie and dimospheric Administration, Financial Statements, Fiscal
Year 1997, Audit Report No. FSC-9865-8-0001. March 1998, {includes NOAA financial
statement).

. National Oceanic and Atmosphieric Adminisiration, QAR s Interagency and Other
Special Agreements Require Additional Improvements for Complianee, Final Inspection Report
No. IPE-1G310. May 1998.

. National Oceanic and Aimospheric Administration, NMFS's Interagency and
Other Special Agreements Require Additional buprovement, Final Inspection Report No. IPE-
10775, September 1998,

. National Oceanic and Atmospheric Administration, Financial Statements, Fiscel
Year 1998. Audit Report No. FSC-13869.9-0001. March 1999, (includes NOAA financial
statement),

Office of Management and Budget. OAMB Circidar A-123, Munagement Accountabiiity and
Control. June 21, 1985,
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. OMB BULLETIN NO. 97-01, Form and Conient of Agency Financial Statements,

October 16, 1996,

. Budges of the United States Government Fiscal Year 2000, Appendix, Depariment
of Commerce. FY 2000.

. OMB Circular A4-34, Transmitial Memorandum #13, Instructions on Budget
Execution. October 19, 1999,

U.S. House of Representatives, Committee on Appropriations. Report [04-196, Departmenis
of Commerce, Justice, and State, the Judiciary, and Related Agencies, Fiscal Year 1996, July
19, 1595,

- Report 104-678, Departments of Commerce, Justice, and State, the Judiciary, and
Related Agencies, Fiscad Year 1997, Iuly 16, 1996,

. Report 133-207, Departments of Commerce, Justice, and State, the Judiciary, and
Related Agenc:es Fiscal Year 1998, July 25, 1997,

. Report 103-638, Departments of Commerce, Justice, and Statz, the Judiciary, and
Related Agercies, Fiscal Year 1999, July 20, 1998..

. Report 10628, Departments of Commerce, Justice, and Stale, the Judiciary, and
Related .»f,genc:es, Fiscal Year 1998, August 2, 1999,

U.S. House of Representatives, Committee on Commerce, Committee on Science.
Memorandurs: The Draft Strategic Plan for the Departsment of Commerce Under the Resulty
Act. August 4, 1999,

United States Senate. Report [04-139, Deparimenis of Commerce, Justice, and Statz, the
Judiciary, and Related Agencies, Fiscal Year 1996, September 12, 1995,

vvvvvvv . Report 104-353, Departmenis of Commerce, Justice, and State, the Judiciary, and
Re!a!edﬁge?zczes Fiscal Year 1997, August 27, 1996.

. Report 105-48, Departments of Commerce, Justice, and State, the Judiciary, and
Related Agencies, Fiscal Year 1998, luly 16, 1997

. Report 105-235, Departments of Commerce, Justice, and State, the Judiciary, and
Related Agencies, Fiscal Year 1999, July 2, 1998,

. Report 106-76, Depariments of Commerce, Justice, and State, the Judiciary, and
Relaed Agenc:es Fiseal Year 1999, Jupe 14, 1995,
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Appendix E

List of Interviews

Person Title . Date of Actien
NOAA Officials:
Jolene Sulfens Director, NOAA Budget Office Continuously
Joe Matotek Audit Ligison, Office of Finance and 713 Phone
and Administration {OFA)
Tyra Smith Chief, Management and Budget Office, GFA 7/20, 8726
Lan Bui Chief, Execution and Operations Division, 7722, 8/27
NOAA Budget Office
Becky Sweeny Commerce Administrative Management - 723
System (CAMS)

Sue Fruchter

Rudolf ]. Dominic

Pete Olivere

Barry Meyer

Strategic Planning Team
{.caders;

I. Bob Livezey, Asst.
Dir., National Centers for
Enviranmental Prediction
2. Louis Uccellini, Dir,,
National Centers for

Environmental Prediction

3. Richd. Barazotto, Dir.,

Requirements Division Chief
Director, Office of Policy and Strategic Planning 7727
Director, Finance Office/Comptrolier, OFA 7128

Senior Analyst, Execution and Operations Division 8/4, 8/26

Chief, Formulation and Analysis Division, B/8, BI26
NOAA Budget Office
SIC-NWS ' R/2
ASTF-NWS R/2
NOS /5
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Center for Operational
Oceanographic Products
and Services

4. Gary Matlock, Dir,,
Office of Sustamable
Fisheries

5. Busan Zevin, f)epi:y.

Asst, Administrator for
Environmental Infor-
mation Services

6. Bob Kidweli, Chief,
Information Resources
Management Staff

7. Paul Pegnato, Chief

Management, Budgeting

and informastion
BPivision

Line Office (LO) Focus
Group :

LO Chief Financial Officials:

1. Mary Langlais and staff

2. Doug Namian and staff

3, Ted David and staff

4. John Ghver and staff

5. Lois Gaidys and staff

BSF, MES

OBS/ED&IS, NESDIS

SUPP Infrastructure

Infrastruct ér&

Varied working level staff

Executive Officer, Oceanic and Atmospheric
Reszarch (OAR)

Director, Budget and Finance Group,
Nationa! Environmental Satellite, Data
and Information Service (NESDIS)

Chief Financial Officer, National Weather
Bervice (NWS)

Chief Financial Officer/Chief Administrative
Qfficer, National Ocean Service (NOS)

Director, Office of Operations, Management,

and Information, National Marine Fisheries
Service (NMF§)
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LG financial officials

Regional Area Service
Centers {ASC):

I, Kelly Sandy
2. Martha Lumpkin
3, Jerry Lucas and staff
Radm Nicholas
Prahl and staff

James Dixon
and staff

Paul Roberts

Scott Gudes

Formal presentations to Ms. Sullens

Director, Western ASC

Director, Central ASC

Dhrector, BEastern ASC, Norfolk, VA
Director, Atlantic and Pacific Marine Centers

National PORTS Quireach Manager, NOA
Chief Financial Officed/Chief Administrative
Officer

Deputy Under Secretary for Oceans and
Atmosphere

Officials External o NOAA:

Raobert Stockman
George Ross and staff
Laura Castre

Mike Curro

Kim Newman

Donna Rivelli

Jim Kulikowski

Leslie Albright
Charlie Murray

Paddy Link

Director of Planning, Office of Budget,
Depariment of Commerce {DOC)

Assistant Inspector General for Auditing,
Ofhce of inspector General, DOC

Senior Evaluaior, General Accounting Office
Asst. Director, Budget Issues Group, GAO

Examiners, Office Of Mgt. & Budget

House Appropriations Subcommmittee on
Departments of Commerce, Justice, and State,
the Judiciary, and Related Agencies

Budget Analysts, Technology & Environment
Programs, Division, Office of Budget, DOC

Senate Appropriations Subcommmittee on

Departments of Commerce, Justice, and State,
the Judiciary, and Related Agencies
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8/12

8/18

727

730

8/13
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&/25 Phone
8/17

5/2 Phone
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Benchmarking Activity with Other Agencics:

Paul Nannis

Dennis Williams and staff

Val De LaFueste

Curtis Marshall
Tom Paprocki and staff
Greg Paine

Follow up Interview for
LO Process Mapping:

Steve Gallagher
Douglas Namian
Mary Langlais
John Ofiver

Alan Risenhover

Director of Planning , Evaluation, and
Legislation, Health Resources and Services
Administration, DHHS

Director of Budget, Department of Health and
Human Services (DHHS)

Senior Evaluator, Qffice of Evaluation,
Environmental Protection Agency
Director, Stestegic Planning Services, Office of

Planning and Analysis, Veterans Administration

Chief, Institutional Support Office, Goddard Space
Flight Center

Director of Policy and Planning, Veterans Health
Adminisiration, Veterans Adminisiration

Chief, Office of Budget Formulation, NWS
Chief, Budget and Planning Office, NESDIS
Executive Officer, DAR

CFO/CAC, NOS

Deputy Director, Office of Operations
Management and Information, NMFS
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Appendix F

Template for Conduncting Base Analysis

Applicability. Applicable to any govermment or private program involving a number of
activities and a significant amount of funding.

Assumptions,

s Over time, prioritics within a set of activities will shift. This is for many reasons including:

1. Start up programs achieve a satisfactory operating level ehminating start up costs.

2. Programs achieve their purposes and are no longer fully or pariially necessary.

3. One time events (e.g., buying a super computer, consiructing a building, launching a
satellite} do nor reoccur.

4, External factors are altered because of changes in ¢lective politics, interest group shifis,
macro economic events, and many others.

5. Internal leadership changes.

» Such priority shifls oceur continually and can occur guickly.

¢ Program management is fully capable oft
1. identifying all significant activities that they manage
2. prioritizing these activities, inclinding increments of activities, in relationship o each
other
3. quantifying these activities in terms of assigned resources

A

Concept. Given the above assumptions, the concept of base analysis is simple:

e Given the changing sands of time, program management will achieve maximum value for
money by continually reassessing priorities and adjusting existing resource allocations
accordingly.

» Newly emerging requirements not funded within existing resource allocations are ranked
against lower priority base activities.

— .. BN, e NN . s

» This review must take place regularly 1o ¢ffectively mirror changing reality.

« Itis management’s job to achicve maximum value for money by ensuring that limited funds
are cantinually targeted at the highest priorities of the organization.

+ DBase analysis is casy. Good managers informally reassess changing prionities and reassign
resources accordingly, This template makes the process open and visible for others to see.
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o For a corporation, the bottom line and return 10 investors depend on base analysis. In the
federal government, the Constitution {Article I, section 1 and section 9, clause 7) assigns the
role of protecting the investor (taxpayer) to Congress and the law {Budget and Accounting
Act) assigns this to the Office of Management and Budget,

Base Analysis Methodology, While the concept of base analysis is simple, base analysis
methodology can vary. The basic guidance to the program requests that a program’s
management do the following:

» Break the organization’s programmatic activities into components that reflect operational
activities which are conducted 1o achieve the various purposes of the organization. Many
operating components are sufficiently large that they can be broken into identifiable pieces.
{n such cases it 15 clear to all a poriion of the program is more important than other portions
and that priorities can be assigned to these portions. These portions can be called
“increments.”

o Identify “new activities” that either have never been performed before or are existing base
activities that require significant resources beyond those currently assigned. These can also
be broken into meaningful increments,

s Anorganization can call full operational components, increments or new activities whatever
it wants, but here we will call them “decision units™ {DU).

s Assign resource levels to all DUs.

» Rank the DUs in order of priarity. This ranking needs to be accompanied by good
information including: (1) the nature of the priority; {2} what gains are bought by the
organization by funding an increment - this should be quantified if possible in terms of
performance information; (3) what stakeholders’ reactions are likely to be; (4) congressional
interests; (3) solid implementation plans showing that the requested funds can be obligated
fully in the time period of the request; (6) the effects of specific actions such as phasing an
activity; {7} expert and customer opinions about the need for an increment; and (8) other
relevant information that agency management needs to make an informed decision.

Integration of New Requirements with the Base. It is axiomatic that new high priority tasks
come to an organization. These are either internally driven or required by outside stakeholders.
In any case, they must be funded. As described above, “base analysis” undertakes the task of
enabling management to decide which of these new requirements are more important than
increments within the base level of funding.

Getting Started. Even though base analysis should be easy for an organization, starting the
process is not. Suspicion, turf and inertia are problems. Base analysis opens heretofore internal
organizational decisionmaking to review by and potential interference from higher levels of the
agency and, indeed, from outside of the agency. Any step that appears to have the possibility of
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taking control from program managers is likely to meet resistance. In addition, there is inertia.
People tasked with conducting the analysis simply do not know how to do it. They need to
understand the concepts and to develop the skills for identifying and ranking DUs and
accompanying this with the kinds of good information described above.

Timing and “Depth” of Base Analysis. For an organization that has not vadergone base
analysis in 8 long period of time, a thorough in-depth analysts and review of the full
programmatic base should be conducted to initiate the process.

Having done a valid, full base analysis, the analysis needs to be refreshed routinely. Inthe
federal government, with its annual cycle of appropriations, an annual review is reasonable, This
can be conducted under a scenario such as the following with variations suitable to the
organization. (Guidance to the program components requests that they:

« rank all DUs within the program, but only provide justification material for the top (lowest
priority) 10% to 20% of DUs within the resource base

« identify DUs that are new or enhanced activities not now included in the base

» rank all DUs including placing higher priority DUs “below the line” within the base and
lesser priority DUs “above the line”

Agency management may want to declare that the lowest priority 10% or 5% of DUs are, by
definition, agency property to be reallocated to the highest priority agency activities when all
ranking decisions are completed. Basically, each component has t¢ compete for its jowest
priority 5% or 10% of resources, but is also gets to compete for that of other components,

Gaming the System. We are all familiar with the “Waghington Monument” story in which an
apocryphal agency, when asked by Congress what it would et if its appropriation were 1o be
reduced, said that it would give up the Washington Monument. Others have called this process
the throwing of “{luff balls” that are incapable of analysis and meassurement. This phenomenon
is guaranteed to occur in a poorly run base analysis. Program management will do the following
things and then look its senior agency exccutive in the eve and say “what do you want me fo do,
Chief?” Program managers will invariably present:

s activities that are low priority to them but of high priority to a critical stakeholder,
congressman or others

» low priority activities known to be strongly desired by a customer organization but without
any accompanying justification or alternatives that can be presented to the management of

that organization

+ increments that are so large that all parts of one increment cannot possibly be equally
important
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« increments lacking sufficient information on which to base decisions
» numerous other “fluff balls™ designed 1o defeat a valid base analysis

Role of the “Budget Office.” A capable “resources organization,” working for top agency
management, plays a vital role in a valid base analysis by:

s pulling the base analyses of separate program components into a single, inter-ranked whole

s presenting decision documents to agency management which contain sufficient information
to enable them to make informed decisions but a sufficiently brief that management does not
have to do original research or reading

» providing informed analysis to penetrate the incvitable “Washington Monument™ attempt by
subordinate program managers (seg below)

How Does the Agency Executive Team Minimize Gaming? This is a problem because the
agency gxecutive team is usnally compaosed of the senior managers who are doing the gaming. A
capable Budget Office can be of assistunce, but basically, the executive team has to make the
process valid. It can do this by:

* ‘Top Management Direction, Getting clear and unequivocal instructions from the chicf
executive that base analysis will be accomplished. :

s Clear Process Guidance, Top management direction must be accompanied by clear
guidance from the resources staff,

s Executive Team Ownership of the Decisionmaking Process. A participatory system,
backed by an expert budget staff, is self-correcting.
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Appendix G

Template for Building Organizational Capacity

Elements of a2 Process Strategy

clearly delineated for all participants both in the central financial functions and line offices
coherent and integrated so that the roles of planning, formulating, executing and customer
organizations are clear and interrelated and all contnibuie to the flow of the budget and
financial management processes
reflected in basic standing and ad hoc advisory and other information memoranda
so used and accepted that it becomes habit or standard operating procedure (SOP)
based on a partnership between financial management and line office customer organizations
in which roles and responsibilities are clear, communication is pervasive and high-quality
cusiamer participation is at a high level

» composed of staffs in both financial management functions and customer organizations that
are trained to full competency under a staff development and training vision and program
developed within the partnership

+ embedded in clearly stated parinership vision, goals and annual seanior executive and
managerial performance plans

» developed, encouraged, monitored, and closely managed from the top

Elements of a Communications Strategy

s identification of ail internal customer and external stakeholders including the Department of
Commerce, OMB, and Congress and of their information requirements

s formal and regularly scheduled meetings with customers and stakeholders. Agerndas
developed in advance in consullation with participants. Minutes prepared and posted on a
web site. Purpose: to discuss the status of action items, explore emerging issues and gvents,
develop action plang for new issues, gte.

s ad hoc meetings to discuss immediate problems or deal with specific issues requiring more
time and different participants than the regular fora

+ acultare of consultation on issues with customers and stakeholders and joint selution of
problems

e use of formal guidances which describe organization SOP; minimization of ad hoc e-mail or
other communications to transmit policy information

» assignment of staff liaisons with customers to provide reliable, fast information
rouling visits staff-to-staff and manager-to-manager to establish personal ties and working
relationships

e use of a world wide web site 1o knit it all together including: guidances and updates,
schedule of events including meetings, posting of mieeting minutes, et
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Elements of a Guidance Strategy

development of basic process guidances that establish SOP

ad hoo guidances as needed. Mimimized and converted to SOP where possible
incorporation of most SCP into handbook(s) updated often and included on a world wide
web site

development of staff capacity for maintaining, teaching and interpreting guidance ina
predictable and stable manner to customers

Elements of a Trainiog and Staff Development Strategy

*

needs analysis — identification of the skills and knowledge necessary for a fully capable staff;
wdentification of the development needs of individual employees to reach desired competence
levels, Analysis of needs across the community ~ budget staff, OFA M&R, line offices
development or acquisition of a training and staff development regimen required to achieve
full individual competence including:
1. formal technical training in all aspects of budget formulation and execution including
general process knowledge as well as the technical aspeets of budgeting and accounting
2. general human skills including analytical skills and techniques, communications and
writing, interpersonal, sutomation and other non-budget skills that are necessary to
develop a fully competent employee
3. staff development activities including rotation through other jobs with a special
emphasis on rotations between line offices and the Budget Office
articulation of a formal and graduated set of training and development experiences that are
necessary for advancement within the organization
development of individual development plans to identify both current capahility needs of
each individual as well as competencies necessary for promotion

Elements of a2 Systems Support Strategy

development of a data base into which complex budget structure information and necessary
cross-walxs are entered and the information is updated as 1t changes from one stage of the
process to the next including tracking of obligations against activities and line items in the
two structures

staff, fully conversant with the system and all phases of the process and the small changes in
detail that constantly take place within it, to enter and update the nembers and produce the
kinds of cross-walk analyses that are needed
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AA
AQP
ASC

BE
BF
BPPI

BO
CAMS

CAP

CC

CFOA
CFOICAD

BOC
DUS
EXAD
FIMS
FMFIA
FOP

FY

GPRA

IP

LG

OF

OFA

OFA M&B
OMB
opsp
ORF

PAC
Sp

- 8SPT
WCF

Appendix H
Acronym List

Assistant Administrator - Head of a NOAA line office

Annual Operating Plan - prepared by the NOAA line offices
Admimistrative Service Centers - 4 regional centers serving NOAA field
components

Division of Budget Exccution, NOAA Budget Office

Division of Budget Formulation, NOAA Budget Office

Division of Budget Policy, Products and Integration, NOAA Budgst
Office

NOAA Budget Office

Commerce Adminisirative Management System, a new accounting systam
for NOAA in FY 2001

gorrective action plan

corporate cosis

the Chief Financial Officers Act

Chief Financial Officer/Chief Administrative Officer, head of the NOAA
Office of Finance and Administration

Department Of Commerce

Deputy Under Secretary for Oceans and Atmosphere

executive direction and administration

NOAA financial management system — current NOAA accounting system
Federal Managers Financial Integrity Act

financial operating plan ~ prepared annually by line offices prior to
receiving their allowances

fiscal year

Government Performance and Resulis Act

implementation plan - prepared by strategic planning teams

line office - one of NOAA’s § major components

Office of Finance — a component of OFA

Office of Finance and Administration

OFA Office of Management and Budget

Office of Management and Birdget

Office of Policy and Sirategic Planning

Operations, Research and Facilities {one of two main NOAA
appropriations}

Procurement, Acquisition and Construction — second oI NOAA’s two
main appropriations

sirategic planning

strategic planning team

working capital fund
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Senate Passes the Constal Zone Management Act (CZMA)

President Clinton Announces the Northwestern
Hawaiian Islands Coral Reef Ecosystem Reserve

prees Jra—

On December 4, '
2000, President }
William I. Clinton | ;

{

announced the , Nortrwostern Fiawaiins Istands

creation of the S

Norihweslern - .

Hawaiian Islands | N ‘

Caral Reef o T N N
Ecosystem " : S

Reserve. The i - Toe,
Northwestern | iEmrsems g zww.,
Hawaitan Islands. -

(NWH!) are a chain? o .

of sinall islands, . > . .« -t o Nt

atotls. Sabmcrgcd The Northwestern Hawaidian ishosds Cor‘z;ii_i:i;e?
hanks, and reefs

B Ecusysiem Heserve sxtends approvimately 1,180
beginning nauiical miles {about 2000k} sud cocimpasses an

approxintely 120 area of 99,500 sq. nautical mi, (about 340008 sg. km ),

{ia{ﬁi{:a; nz;ics west This 2-5 k)fgc? than the Jand wrea of Floride and Gﬁﬁl‘gia
of the main combined.

Hawaiian islands and streiching northwest for more than 1,100
nautical miles to Midway Island. These extensive reef systems,
approximately 70% of all US. coral reefs, are some of the most
pristine reefs left in U.S. watcrs at a time when coral reefs all over
the world are being degraded and destroyed at rapid rates, The
designation is intended to bring'together state and federal agencics
to help address the giobal coral reef crisis by protecting this
coologicolly impditant area.. * !
This is a new marine protected arca designation under new
authority provided to the President in the National Marine
Sanctuarics Amendments,- The Reserve will be managed by the
Secretary of Commeree. NOAA-is dirceted to begin the process o
desipnate the Reserve as a National Marine Sanciuary which will
incorporate the Reserve and all of its conservation mcasures.

mmunities," .\ - . ‘ . e
communities For more sniormation on the NWHI region, importunt documenis
- NOS Strategic related w the designation, maps amnd images, the reserve council,
Plan and public comments visit the Northwestern Hawaiian Islands
: . : '
+h —h H i
aiip/ www nos.nos. gov/ R .
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National Weather Service

< A High Impact Agency...we make a difference

Reinvention Goals for 2000
Status - August 2000

The National Weather Service (NWS) has a direct impact on the weil-being of
America and a history of accomplishment as a designated NPR "High Impact
- Agency. The successful completion of a $4.5 billion investment program in
weather service modernization has dramatically improved NWS performance,
especially for warnings of dangerous weather, and is making a significant
contribution to the American economy. At the same time, restructuring office
operations has closad 184 offices. Continued improvements in the context of
the five reinvention goals for the: NWSE are reported below.

Wehvering Great .
- Service y Internal Reinvention
Goal: HWS5-01 Enal; VS04
Goal, NHS-02 Saat; NS08
Boat, HWSH3

Delivering Great Service '
Goal: NWS.01 Generate annual savings 1o the economy by improving the quality and
utility of environmental forecasts and services. -

Former U5, Secrelary of Commerce Willlam M. Daley said, "Weather is bi
business. It can help or hurt a community. One-seventh of our economy, ag{mi
$1 trillion a vear, is weather sensitive.” The innovative use of weather, water and
dlimate information is increasing our safety and produchivity and improving the
Nation's compatitiveness to enhance our standard of living. For example, the
highly accurate long-range predictions issued by our Climate Prediction Center
for the 1997-88 EI Nino led California to conduct major mitigation efforts that led
to a reduction in losses of about $1 billion.

As an NPR-designated "high-impact agency." the National Weather Service
leads NOAA's participation in the Natural Disaster Reduction Initiative (NDRI), a
program that seeks to reduce the costs of natural disasters o society and the
L5, economy by improving the quality and utility of environmental forecasts and
services. Following are examples of how we support this program:

« Improved Hydrologic Services: Flood damages average about $4.5 billion
a year and more than 10 million U.S. households are located in high risk
flocd arsas. This ziear; the NWS began implementing a national program,
called Advanced Hyrdrologic Prediction Services (AMPS), that will improve
rivar forecasts. AHPS provides emergency and water managers with
additional time o prepare for floads and droughts with hetlter information
and improved accuracy reducing the economic impact of floods on
communities. AHPS provides new forecast products depicting the
magnitude and probability of cccurrence for river condifions fram days to
several months in the future, Because improved services upstream can

hupifwww.nws.noas. gov/nprs html 12/12/00
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yield safety and economic benahts downstream, this year we began
implementing AMPS on tributaries of the upper Mississippi, Ohio, and Red
River of the North river basing (portions of West Virginia, Kentucky,
Pennsylvania, Michigan, lowa, Ohio, Hilinois, Minnesota, North Dakota and
South Dakota this year). National implementation of AHPS promises to
save lives and benefit the National economy by $600 million each year
through fewer flood losses and improved waler resource management and
will extand current short term river forecasts out to weeks and months.

« Improved Aviation Services: Weather delays within the National Airspace
System {NAS) approach nearly $2.5 billion annually. A Massachusetts
Institute of Technology study for O'Hare Field in Chicago, found that a 30

minute lead-time for Wentifying cloud ceiling or visibility events gould
m%nimize the number of wealher delays by 20 to 35 percent. Nationally,
this could save between $500 million to $875 million annually, To meet this
need, we developed a new Collaborative Convective Forecast Product
{CC{-‘P} to enhance air traffic flow on an axped:tad basis as requested by
the Federal Aviation Administration and air carriers. On April 1, 2000, our
Aviation Weather Center began producing the CCFP as an operat;onai
product. Initially, AWC will produce the COHP during the thunderstorm
season {March through Gctobern), As a result, Federal Aviation
Adrinistration (FAA) Alr Traffic Control System Command Center
(ATCSCC) and aur carmiers can now make strategic routing and dispatch
decisions based, in part, on these forecasts. These forecast products will
continually be improved in the fulure.

« Improving our Weather Technology: When killer tornados tore through
Oklahoma and Kansas in May 1999, our Norman, Oklahoma, weather
forecast office issued warnings up to 30 minutes in advance of some of the
twisters. The office credits the Advanced Weather Interactive Processing
System (AWIPS), a powerful data presentation system, for helping the
team quickly and accurately assess the weather conditions and ge{ out
warnings; the media called our NEXRAD doppler radar a "hero,” Togsther,
with the private sector and-the media who helped disseminata our
warnings we saved perhaps 600 lives and cauntless dollars,

» America invested $4.5 billion 1o modermize its National Weather Service.
Leveraging this technology can maximize the invesiment:

» Improving NEXRAD Products; This year, the NWS begins full-scale
development of new NEXRAD products that will betier detect tornado,
severe thunderstorm and flash flood conditions. As a result, improved
éorgcasting and lower malntenance costs will save the nation millions of

olfars.

« Sustaining AWIPS operations and maintenance: AWIPS workstations
enable forecasters {0 synthesize and analyze weather/environmental data
from mulliple sources which resulls in more acourate and timely forecasts
of weather events, saving}ives and money,

« Replacing the Radiosonde Observing System: For more than 50 years,
twice a day, every day, from 102 locations in the United States, the
National Weather Service launches weather balloons, carrying instrument
packages called radiosandes. The network launches approximately 75,000
to 80,000 radiosondes annually. These balivon-bome expendable devices

htip;ffwww‘{z‘ws,ma&govfnprihimi 12/12/00
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report temperature, humidity, pressure and winds from the earth's surface
up through an altitude of about 95,000 feet or 30,000 meters, and serve as
the basis for most weather predictions. More than 90 percent of the
system parts are now obsolete. We awarded contracts this year to
demonstrate new system components and a prototype radiosonde for
which uses the Global Positional System to improve data accuracy.

» Improving the National Network of Weather and Flood Warning and
Forecast Services: Recognizing the need for two additional weather
forecast offices, we began constructing facilities in Caribou, Maine, and
Key West, Fla., this year. Operating 24-hours a day, 7 days a week, these
offices will provide improved critical forecasts and warnings that will help
citizens be safe and better prepare against the economic impacts of
severe weather. These two offices bring the total number of weather
forecast offices in our national network of coverage to 121.

Goal: NWS-02 Double the average lead time for severe weather events and achieve a 30
percent increase in pin-pointing landfall of hurricanes.

Our goal is to deliver a credible, timely and relevant suite of weather, water and
climate products and services which meet our customer's needs. We are
upgrading our products and services to meet these goals. When seconds count,
additional warning lead times can mean the difference between life and death.
There's still work to do but our average lead times for severe weather are
improving significantly. For example: '

« Tornado Warnings: Today's average lead time of 11 minutes for tornado
warnings is nearly triple the three minute lead time of 1977. Our goal for
2005 is to provide American's with a 15 minute average lead time.

« Flash Flood Warnings: Our advancements in flash flood warning lead time
is impressive. Today's average lead time of 51 minutes compares with
eight minutes in 1987. Our goal for 2005 is 65 minutes.

In addition to improving lead times, our customers want more specific severe
weather watches. During this year's spring and summer seasons, we issued a
test product, "Watch by County", along with our operational watches, to better
define and update watch areas. We are soliciting customer feedback on the
utility of this test product.

Hurricanes pose a huge threat to the nation both in potential loss of life and
economic devastation. The National Weather Service provides information that
is the country's first line of defense against these storms. Last year, for the first
time, we issued an outlook for the hurricane season -- and it verified well. For
the 2000 North Atlantic Hurricane Season we also are forecasting an above-
average number of storms. An average season brings 10 tropical storms and six
hurricanes of which two are classified as intense,

We owe it to the public, to the emergency managers and decision makers, to -
continue improving our hurricane forecasts. Twenty-four hour track forecast
error 30 years ago was 140 miles, this has been reduced to 100 miles with a
goal of 80 miles by 2005. By 2005, the NWS also plans to increase hurricane
warning lead time from 19 (current} to over 24 hours, and improve hurricane
intensity (wind speed) forecasts by 20%.

http://www.nws.noaa.gov/nprS.html : 12/12/00


http://www.nws.noaa.gov/npr5.htm

NWS Reinventing Gioals For 2000 Paged ol 7

Goal: NW§-03 Provide tmprc}v&é and 2};’;3&%3; public access to weather
information rang ing from current weather events to long range seasonal and
inter-annual flood and weather forecasts.

The National Weather Service must do more than simply produce
beiter products and services. Critical information must to get to the
peopie who need it and get there in a form they can use. For
potentially life-saving warnings, NOAA Weather Radio, the media,
and sven paging services remain the bast sources for
sommunicating shori-fuse warning sitvalions. For less time.critical
foracasts and weather information, the internet is a key means for
delivery:

» NOAA Weather Radio mwa; The Voice of the National
Weather Service;

o Network Expansion: 160 new NOAA Weather Radio
stations have been added since beginning an expansion
program in 1894, 555 stations now comprise the NWR
network. We expect o install 40 new stations by the end
of FY 2000 and at least 30 new stations next year, We
have identified 240 new sites that will allow us to reach
the goal of 95 percent population coverage in each state,
depending on funding availability.

o NWR Public information: In partnership with the U.S.
Department of Agricutture (USDA} and the Federal
Emergency Management Ag@r}dy {(FEMA} we published
Saving Lives With An All-Hazard Warning Network, This
publication describes NWR, promotes iis valus as a
potential life saver, and recommends steps necessary o
make NWHR more viable as the National waming network,
This year we produced two new NWH videos for the
public, including a public service announcement with
MASC,&R race driver Dacell Waltrip 1o raise public
awareness and promaote the purchase of NWR recelvers.

o NWR New Formats and Uses: We need to get
information {0 people in 3 form they can use. We have
begun research (o apply new felecommunications
tachnologies to include text broadceasts on NWR that ma
provide access to the hearing impaired. In February 2000,
we completed implementing Spanish language broadcast
capability info the automated NWR programming system.
Additionally, transniitiers serving a significant Hispanic
sopulation may provide automated generic Spanish
transiations of emergency weather and natural hazard
messages for the Emargancy Alert System (EAS).

o NWR Concatenated Voice: The NWS is evaluating a
prototype system, which uses concatenated human voice,
for the broadcast of warnings and short-fused watches.
Concatenation uses human voice recorded in phrases
and words, pieced together by a computer to match input
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text. This technology will be tested at two. NWS offices by
mid-calendar year 2000.

» Consolidated River Data on the Internet: Daily river forecasts
and flood stage information from the nation's largest river
basins are now available on a single Internet site. The Weather
Service's new River Watch home page is a service even more
crucial as various parts of the nation are gripped by drought.
This new "one stop" Web site provides almost instant access to
river data and ice conditions within the illinois, Mississippi,
Missouri, and Ohio River Basins. The new site combines river
information from more than a dozen weather service offices
and makes them available to anyone with access to the
Internet. The internet address is:
http:/iwww.riverwatch.noaa.gov/ .

« Open Dissemination of Radar Data on the Internet: After the
expiration of the NEXRAD Information Dissemination Service
agreement this year, we will provide real time access to the full
range of radar data products'through the Internet. Our goal is
to do this without disrupting any of the existing dissemination
paths during the transition in order to make sure this is a win-
win for everyone - for the NWS, for our customers and
partners, for the vendors, private weather companies and their
customers, and ultimately for the taxpayers.

« Emergency Managers Weather Information Network (EMWIN):
One example of how we are focusing efforts on modern
wireless web technologies and designs is the EMWIN system.
This sateliite based information delivery system delivers critical
weather information to emergency managers at an affordable
price. :

o StormReady: This new NWS initiative, that originated in
Oklahoma, promises to improve communication and increase
weather awareness and preparedness in communities across
the country. StormReady prepares communities to respond to
the threat of severe weather and provides detailed and clear
recommendations which communities can use to improve their
public awareness programs. it also gives the community
recognition for their preparedness accomplishments. Local
National Weather Service.forecast offices work with
communities to complete an application and review process. To
be officially StormReady, a community must:

+ Establish a 24-hour warning point and emergency operations
center; '

« Have more than one way to receive severe weather forecasts
and warnings and to alert the public;
o Create a system that monitors local weather conditions;

« Promote the importance of public readiness through community
seminars; and

12/12/00
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« Develop a formal hazardous weather plan, which includes
training severe weather spolters and holding emergency
eXBICISes. . :

Wa currently have 22 Sfo:‘:?:f?&ady éomrﬁunities located in 10 states
with an additional 28 in the application process. Qur goal is to
identify at least 20 SlonnReady communities annually through 2005.

» New Climate Products: Since last year, the NWS has issued
soveral new climate producis that are available on the web:

o U.S. Drought Monitor: During last summer's severe
drought in the mid-Allantic we implemented a new
Dirought Monitor, developed by NOAA and its federal
partners, This product summarnizes the extent and
intensily of droughts nationwide and expected changes in
intensity over tha next two weeks. For more information
vigit: U8, Drought Monitor,

o Threats Assessment: Last summer we launched this ool
to identify potential for exireme weather events up to two
weeks in advance. These maps can be found st U.S.
Threats Assessment. ’

o Excessive Heat Product: When paris of the country
experienced a deadly heatwave last summer, our .
customers asked for a heat wave outicok. This summer
we began issuing a new excessive heat product that
maps parts of the country where excessive heat may
oocur up to 14 days in advance. These maps are located
at: Excessive H?at QCutlooks.

TOP)

‘‘‘‘‘

nternal Reinvention

Goal: NWS-04 Reduce the cost to'the private sector of the collection and
dissemination of near real-time weather data and information through
partnarship with the academic community and private sector.

Government agencies, private companies, academia, the media,
emergency managers and the public all rely on National Weather
Service data, products and services. Our data and products form a
nationat information data base and infrastructure.

By collecting and distributing data and information through maore
efficient high speed communications lines and NOAAPQRT, which is
a satellite broadcast network, we are reducing costs, For the cost of
essential equipment to down link the information, the public,
universities, and industry now have access to nearly all data
sollected by the National Weather Service free of charge.

Goal: NWS-05 Streamiine weather sérvice activities which will result in a more
highly trained staff, increased productivity, reduced management overhead, and
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reduction of the number of field offices from over 30010 121

Currently, 82 percent of our weather offices scheduled to close have
already closed (184 of 200). Decisions on 10 additional offices are
scheduled for this year. The remaining offices require actions over
the next several years before decisions can be made,

NPR Federal Employee Survey
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