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BY THE COMPTROLLER GENERAL — y Agrg. 2+
Report To The Chairman,
Budget Process Task Force,

House Committee On The Budget
OF THE UNITED STATES

Should Full Funding Be Applied To
The Rental Assistance And Family
Planning Programs?

GAO analyzed the feasibility of applying full
funding to the Rental Assistance program
(U.S. Department of Agriculture) and to the
Family Planning program {Department of
Health, Education, and Welfare). A program
{or project) is considered fully funded if the
budget authority requested and made available
is for the total cost of that program to be
initiated in the budget year.

In studying Rental Assistance we found inade-
quate disclosure of requirements for future
appropriations of budget authority for prior
years’ programs and other problems resulting
from the program’s being funded in a revolvin

fund. These problems led us to recommen

that Rental Assistance be fully funded in a
separate general fund appropriation account.

We concluded that Family Planning is not a
prime candidate for full funding.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20848

B-165069
The Honorable Norman Y. Mineta Hs &
Chairman, Budget Process Task Force O<Dgtj/

Committee on the Budget
House of Representatives

Dear Mr. Chairman:

We are providing the results of two case studies as the
final step in satisfying the May 31, 1978, task force request
to study the further implementation of full funding in the
Federal Government.

In September 1978 we gave the task force the first part
of our analysis, a report entitled "Further Implementation
of Full Funding in the Federal Government" (PAD-78-80, Sept.
7, 1978). That report cited a generally accepted definition
of "full funding" in use by civil agencies: A program (or a
project) is considered to be fully funded if the budget au-
thority requested and made available is for the total cost of
that program to be initiated in the budget year.

That study discussed some advantages and disadvantages
of full funding. Advantages include disclosure of total cost
of multiyear commitments, aiding congressional decisions on
budget priorities, and increasing congressional control over
total funding and outlays in the future. Disadvantages in-
clude the difficulty of developing long-range budget estimates
for full funding, a reduction of the Congress' short-run con-
trol over outlays, and the creation of higher budget authority
ceilings in concurrent resolutions on the budget.

In addition, we stated that although full funding had
traditionally been associated with major procurement and con-
struction, we believed it had potential for application to
other types of programs, namely subsidy and social programs
and some research and development. We listed these types of
programs, as well as construction and procurement ones, having
potential to be fully funded. The list did not represent a
recommendation to change the way the programs were currently
funded. On the contrary, such changes should be made only
after careful analysis on a program by program basis.

Consequently, we agreed to do two case studies of
particular programs on the list in order to determine what
the advantages and disadvantages of fully funding them would
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be. The two case studies, which accompany this letter as
appendixes I and II, are summarized below. (Note: Since
each appendix is intended to stand alone, each has a com-
plete general discussion of full funding.)

At the request of the task force we did not get formal
agency comments on this study. We did, however, obtain in-
formal technical comments at the staff level from the Office
of Management and Budget, the Farmers Home Administration and
the Public Health Service of the Department of Health, Educa-
tion, and Welfare.

RENTAL ASSISTANCE PROGRAM .

The program is funded through the Rural Housing Insurance
Fund appropriation account (12-4141-0-3-371) of the Farmers
Home Administration in the Department of Agriculture. The
program’s objective is to provide rent subsidies to low in-
come tenants of housing units financed under other programs
of the Farmers Home Administration (Rural Rental Housing and

Farm Labor Housing programs). S35&

The main problem with the current method of funding Ren~
tal Assistance is inadequate disclosure of funding require-
ments, which weakens congressional control over future spend-
ing. In addition, several other issues related to the current
method of funding require analysis.

Inadequate disclosure and control

The current method of funding Rental Assistance does not
disclose to the Congress the fact that budget authority must
be appropriated for the budget year program in years beyond
the budget year. The following description illustrates this.
Stated as a limitation in the appropriation language, the
amount of fiscal year 1980 estimated program obligations is
$393 million. Multiyear contracts in that amount will be
entered in 1980. Under the current method of funding, how-
ever, an indefinite appropriation 1/ is made to pay for only
those payments due under the contracts in the budget year.
The amount appropriated in fiscal year 1980 for the payments
due under the proposed FY 1980 program is estimated to be
$22 million--only part of the costs of the $393 million pro-
gram. This means that over the lives of the contracts entered
- in fiscal year 1980 (5- and 20-year contracts), the Congress
- must continue to appropriate about $371 million in budget

1/This appropriation is established by section 52la(2)(A)
of the Housing Act of 1949, as amended.
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authority for the remaining payments due as a result of the
contracts entered under the 1980 program. 1/

Even though the cost of the 1980 commitment ($393 mil-
lion) is known, “he requirement to make appropriations in the
future ($371 million) for commitments entered in the past is
not clear in the budget information presented to the Congress.
Thus the Congress has little control over future appropria-
tions of budget authority because it is not given adequate
information on future requirements and does not appropriate
the full amount of budget authority needed in the budget year.

Full funding improves disclosure
and congressional control

Our September report stated that full funding signifi-
cantly affects congressional decisionmaking. It involves pro-
viding funds (budget authority) for the total cost of a pro-
gram when it starts; no further funding is required, except
for cost lincreases or program modifications.

Full funding would improve disclosure of the program's
total funding requirements and increase the Congress' control
over appropriations of budget authority by allowing the Con-
gress to act on the full program level and cost at a time
when the Congress has some discretion to make changes, rather
than on a piecemeal basis.

First, if budget authority were appropriated for the
total cost of the budget year program in the budget year, the
Congress would see the total funding requirement before the
commitment was made. Under full funding, for example, the
1980 estimated program level ($393 million) would represent
the total need for funding for the 1980 multiyear contracts.

Second, once the $393 million has been appropriated for
the budget year, the Congress would not have-to provide future
budget authority for that same budget year program, as is now
the case. Congressional control over future years' requests
for budget authority, therefore, would also focus on the full
commitments to be made in those future years, rather than on
a mixture of payments under previous commitments and initial
years' payments for new commitments.

1/Since by law obligations must be covered by budget authority,
permanent indefinite borrowing authority of the Rural
Housing Fund is used to cover Rental Assistance obligations

until the appropriation is made.
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nisclosure and control were major factors in changing
the Lower Income Housing (Section 3) program to full funding
in 1976. This program (estimated 1980 obligations: $20.4
billion) is similar to Rental Assistance in objectives, de-
siyn, and operation. We believe consistent budget treatment
should be used for both.

Disadvantages in fully funding
Rental Assistance would be minimal

As discussed in our September 1978 report, full funding
has possible disadvantages. We believe the negjative impact
of the possible disadvantages on Rental Assistance would
pe minimal.

Fully funding this program might increase the unobligated
palance, if all the budget authority provided for a year were
not obligated in that year. ihile unodbligated balances them-
selves are not a problem, they do have to be monitored.

Another aspect of Rental Assistance requiring monitorinjg
is the large amount of unliquidated oblijgations. Because
actual ligquidations involve calculations depending on vari-
ables, oversight of program administration is needed. We
simply call attention to this since it is outside the scope
of this study.

‘ Wwe do not believe that full funding would result in any
other disadvantages to the extent that they would be problems.

Jther issues analyzed

Funding Rental Assistance in
a revolving fund 1s inconsistent

Rental Assistance is not a revolving activity and
should not be funded in the Rural Housing Insurance Fund, a
oublic enterprise revolving fund. Generally such revolving
funds finance a continuing cycle of substantially self-
sustaining operations in which outlays generate receipts.
This program generates no receipts and is not self-sustaining.
Including it in the Rural Housing Insurance Fund with re-
volving programs and combining its funding requirements with
those of revolving activities is unnecessarily complex and
confusing. We believe it is inconsistent with good budgetary
oractices.

Questionable use of borrowing authority

The permanent, indefinite borrowing authority of the Rural
Housing Insurance Fund was intended primarily as an immediate

gy tj’;é
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source of funds to meet unknown requirements of the loan pro-
grans (to pay off a defaulted guaranteed loan, for example).
There is no need for borrowing authority to fund Rental
Assistance since the program's contract liability and esti-
mated payments are known up front, and budget authority for
the total amount can be appropriated for the period in which
the obligations are to be incurred. Farmers Home Administra-
tion budget officials underscored this point by stating that
actual borrowings would never occur for Rental Assistance.

We believe that using this authority to cover Rental Assist-
ance obligations is inappropriate.

The agency gains unnecessary flexibility by recording
borrowing authority for Rental Assistance when such authority
will never be used for the program. This authority remains
available for use by the agency even after the Rental Assist-
ance appropriation is made--as long as the Rural Housing
Insurance Fund requires it to cover obligations of other pro-
grams. Fully funding Rental Assistance by a direct appropri-
ation rather than through a revolving fund would resolve most
of the difficulties.

FAMILY PLANNING

Family Planning is a $145 million (fiscal year 1980) pro-
gram funded through the Health Services appropriation account
(75-0350-0~1~-551) in the Department of Health, Education, and-¥
Welfare. Through the program discretionary grants are given \
to about 240 grantees to provide family planning services.

The Federal Government enters into written multiyear project
agreements with grantees, but funds are appropriated annually
for each year's program cost.

We analyzed several ways in which fully funding Family
Planning would affect the Congress. But we focused on the
disclosure and control issues since we found it difficult to
evaluate the advantages and disadvantages of fully funding
the program versus the current method of providing 1 year's
funding at a time. This difficulty stems from (1) the nature
of the actual commitment to be funded, and (2) the stability
of the program.

Other impacts are summarized below and discussed in de-
tail in the accompanying case study.

Importance of the commitment
in considering full funding

The commitment of the Federal Government to fund a pro-
gram is very important in determining the need for full fund-
ing and in determining the implications for disclosure and
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control (this applies mainly to multiyear programs). In some
projrams, like Rental Assistance, there is a legally binding
multiyear commitment; unless otherwise authorized by law, such
projrams require full funding. For other programs that in-
volve a commitment which is not legally binding (e.g., Family
Planning) full funding is discretionary. In any case, if
there is a commitment to fund a multiyear program to comple-
tion and it receives annual budgeting and funding, Congress
may be affected by (1) a lack of disclosure of the total cost
of commitments extending into the future and, (2) decreased
control over future spending because budget authority must

be provided for commitments started in the past.

In the Family Planning project agreements, there is clear
evidence that the Government, subject to appropriations being
made and satisfactory project performance, intends to fund the
projects to completion (i.e., fund the duration of the agree-
ments--up to 5 years). As long as the Congress wishes the
program to continue, there is, in effect, a "moral" or de
facto commitment to provide funds over the lives of the multi-
year projects. The Congress, however, receives information
and makas funding decisions on only 1 year's cost at a time.

Fully funding the multiyear projects would require dis=-
closure of full costs of commitments and would provide com-
plete funding from the start for commitments extending iato
the future. Jhile this would increase control over appropri-
ations in a pure sense (i.e., future appropriations of budjet
authority would not be tied to commitments made in the past),
the practical aspects of control affected by full funding
must be considered.

Practical effect on control
of fully funding Family Planning

Two aspects of control by the Congress should be con-
sidered: (1) future control in the light of relative program
stability and an ongoing commitment, and (2) annual program
level control by the Appropriations Committees.

Generally, as stated above, congressional control over
future appropriations of budget authority is enhanced by full
funding, but the practical effect in this case would be mini=-
mal. This is because Family Planning is fairly stable in that
few new projects are started each year, a factor that pre-
'cludes a cumulative buildup of future funding requirements.
Funding requirements, therefore, are not likely to get out of
control.

Another factor which would affect future control under
full funding is the ongoing nature of the program. This means

PN E e T
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that (1) year after year practically the same grantees are
funded to provide continuous services, (2) the project agree-
ments really encompass funding periods and not finite proj-
ects, and (3) there is an ongoing commitment to fund the over-
all Family Plar~ing program for an indefinite period which
cannot be fully funded.

The second aspect of control is gained through the cur-
rent annual funding of the entire Family Planning program.
Through the current annual review and funding, the total level
of program activity can be controlled year by year. The Ap-
propriations Committee staff we interviewed preferred this
type of program control and they questioned the significance
of long-term budgetary control in this case.

Other impacts on the Congre
executive branch, and grant

kL

il

Other impacts on the Congress if Family Planning were
fully funded would be

~-—-the creation of program unobligated balances,

--a higher budget authority ceiling under one approach
to full funding,

--a need for increased program monitoring, and
--changes in hearing and staff time.

Impacts on the executive branch and grantees if Family
Planning were fully funded would be

--the creation of multiyear budget flexibility,

--a need for better multiyear program planning and bud-
geting, .

-=-a need for increased program monitoring, and
--changes in staff time.

CONCLUSIONS

There are several unsolved problems in the Rental
Assistance program. The major ones are inadequate disclosure
of total program funding requirements, and decreased congres-
sional control over future appropriations of budget authority.
Fully funding the program, through a general fund appropria-
tion account, would solve these problems with minimal disad-
vantages.
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Fully funding the Family Planning program would affect
the Congress in several ways. The practical effect, however,
would be minimal on two of the usual advantages of full
funding--disclosure of total costs and future control of
spending. Some annual program control by the Congress in the
current method of annual funding could be lost under full
funding. Therefore, the Family Planning program does not seem
to be a prime candidate for full funding.

RECOMMENDATIONS

We recommend that the Secretary of Agriculture draft leg-
islation to establish a fully funded separate general fund
appropriation account to fund the Rental Assistance program.

As agreed with your office we will send copies of this
report in 10 days to the Director, Office of Management and
Budget, the Secretary of Agriculture, the Secretary of Health,

Education, and Welfare; and other interested parties.

Sin ly yours,

[ 4
Comptroller General
of the United States

R



APPENDIX I APPENDIX I

FURTHER IMPLEMENTATION OF FULL FUNOING
IN THE FEDERAL GOVIRNMENT:

ANALYS3IS OF FULLY FUNOIWNG THE
RENTAL ASSISTANCE PROGRAM

(A CASE 3TUDY)
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INTRODUCTION

WHAT IS FULL FUNDING?

A program or project is considered to be "fully funded"
if the budget authority requested and made available is for
the total cost of that program to be initiated in the budget
year. Full funding is usually discussed in terms of multi-
year programs whether or not obligations for the entire
program are made at one time. Our September report discussed
the advantages and disadvantages of this method of funding.

Advantages include facilitating better budgyet estimates,
minimizing construction delays, and helping the Congress in
its budget decisionmaking. The decisionmaking is helped in
two ways. First, the Congress knows the full cost of a multi-
year program and provides funding for it. This adds to con-
trollability of the budget in the future in that the Congress
does not have to continue funding a program started with only
a fraction of its total cost. Second, full funding helps the
Congress decide on funding priorities within the budget year
spending ceiling since programs compete more equitably on
the basis of the full Federal investment involved.

Possible disadvantages include the difficulty of making
long~-range estimates, higher unobligated balances, less short-
run control by the Congress over outlays, and higher budget
authority ceilings in concurrent resolutions on the budget
(higher than the ceilings required by providing for partial
costs of the same programs).

Full funding is usually associated with construction and
procurement programs. An indication of this is OMB's official
policy to require full funding for such programs --a notable
exception is Corps of Engineers projects. Our September re-
port stated that there was potential for fully funding other
types of programs, including research and development, social,
and subsidy programs. However, changes in the way programs
are funded should be made only after detailed analysis on a
program-by-program basis.

This study is a detailed analysis of the feasibility
of fully funding a subsidy program.

RENTAL ASSISTANCE PROGRAM

Rental Assistance is one of several different programs
funded through the RHIF appropriation account (12-4141-0-3-
371) of FmHA., It was authorized in section 514 of the Housing
and Community Deve lopment Act of 1974 (Public Law 93-383).

10
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The program's objective is to provide rent subsidies to
low income tenants of housing units financed under other FmnHA
programs (the Rural Rental Housing and Farm Labor Housing
programs). This is accomplished through contracts between
FmHA and owners of the units. If the unit is new, contracts
are made for 20 years; for existing units contracts are made
for 5 years. Under these contracts FmHA agrees to pay the
owner the difference between 25 percent of an eligible ten-
ant's income and the unit's basic rent. Therefore, the pro-
gram can be described as a rent subsidy payment program.
There is no obligation on the part of the owner or the
tenant to repay FmHA any of the rental assistance payment.

FULL FUNDING COULD ENHANCE DISCLOSURE
OF PROGRAM COSTS AND CONGRESSIONAL CONTROL

The current method of funding Rental Assistance lacks
adequate disclosure of the Congress' commitment to provide
budget authority for the budget year program in years beyond
the budget year. Thus the Congress' control over future
spending is weakened.

We believe that disclosure and control are important in
congressional budget decisionmaking and that the analysis of
the program's current funding method in this chapter points
to a need for improvement.

IMPORTANCE OF FULL DISCLOSURE
AND CONGRESSIONAL CONTROL

We believe the Congressional Budget Act of 1974, with its
increased involvement by the Congress in the budget process,
requires full and complete disclosure of information to the
Congress. We believe this includes total costs of programs
being presented for funding, particularly for multiyear pro-
grams in which the impact of budget decisions may go beyond
the year for which the budget is being considered. For exam-
ple, a multiyear program or project started in a given year
may involve one or more of the following in subsequent years:
appropriations, obligations, or outlays. Another aspect of
full disclosure is that knowledge of the total cost of pro-
grams facilitates congressional decisionmaking with respect
to funding priorities within the budget year spending ceil-
ing. Programs compete on a more equitable basis under full
funding since it emphasizes the full Federal investment in-
volved. Once the budget authority ceiling is set in the con-
current resolutions on the budget, incrementally funded
multiyear programs (those provided funding for a year's cost

11
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at a time) enjoy an advantage in competing for dollars in that
only a portion of their total cost is requested each year.

The fact remains, however, that once a coammitment is made, the
Federal 3overnment may find it difficult to terminate the pro-
jram. As a result, the Conjress has little, if any, control
over the commitment's future funding. Full funding would in-
Crease thea Conjress' control over total spendinjy and outlays
in futurs years. We consider this one of the primary purposes
of the Con3jressional 3udget Act of 1974.

Inadequate disclosure of future funding
commitment in Rental Assistance

The current budjet presentation and method of funding
for Rental Assistance 30 not fully disclosz to the Congress
the requirement to provide budjet authority for the budget
year projram in years beyond the budget year. The following
description illustrates this. Stated as a limitation in the
apporopriation language, the fiscal year 1980 estimated progranm
cost is $393 million. This means that FmHA will enter obli-
Jations in the form of multiyear contracts in an amount esti-
nated at $393 million. Under the terms of the contracts, FmHA
ajrees to pay that amount to rental housinj owners as a sub-
sidy to tenants over periods of either 5 or 20 years. It is
not clear, however, that for the fiscal year 1980 progranm,
funds will be appropriated for that year's payments only (3522
million) in the 1380 appropriation and that Congress must
continue to appropriate budget authority, under the current
method of funiing, for each year's payments throujhout the
life of the contracts.

3 further look at the funding method used for the projram
will illustrate this.

Calculation of funding reguirements
for Rental Assistance misleading

One of the major problens of disclosure in Rental Assis-
tance is the method of calculation and prasentation of fundinj
regquirements. In the program and financinj schedule for the
RHIF (see figure 1) in the 3udget Appendix, 1/ the fiscal year
1930 cost shown for Rental Assistance 1s $76.6 million. This
anount represents payments (outlays) to be made in fiscal year
1980 as a result of mnultiyear obligations entered into in
fiscal years 1978-30 (the projyram started in fiscal year

1/The 3udget of the U.S. Governmuent, Appeandix, fiscal year

12
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Figure 1.

This.figure shows the budget presentation and calculation of
funding requirements for Rental Assistance-FY 1980 program
level of $393 million (estimated obligations).

RURAL HOUSING INSURANCE FUND

Program and Financing (in thousands of dollars)

tdentification code 12.4141.0-3 371 1978 actual 1979 est. 1980 est.

Program by activities:
Capital investment, funded:
% * %

Operating costs, funded:

1. Administrative expense .. ... 3,000 3,000
2. Interest on certificates of
beneficial ownership 916,485 1,233,000 1,464,000
* % *
Y. Rental assistance payments 2,404 46,861 76,580 Z‘?intfjl.‘t-ii‘c?ﬁ:‘,‘:c',
) \ \ \ payments due FY 1980
10. Homeownership assistance mogram $22 milhon
Payments. ... 60,000 |- .
* % *
Total operating costs,
funded ... .. ... ... ... .. 993,127 1,338,449 1,661,255
Total program costs,
funded 6,569,176 6,223,749 8,198,455 [F;m' Assistance
"""""""""" obhygauons other than
] ) ’ ; { those 16 be paid in the
Change 1n selected resources tiscal year {$371 mullion
{undelivered orders) 418,553 578,612 1,231,353 ":vhg’z 1980 Figured
Total obligations . 6,987,729 6,802,361 9,429 808

Budget authority:

Current:

Appropriation (definite) 329,806 320,192 320209
Appropriation tndefimitey . 46 861 136,580 |Appiopranon 1
) & N (1) Rental Assistance
Permanent: v contract payments due
Appropriation {indetinite) 726 4‘55 179 ‘5561'358}',':‘.’,"L‘ij“.‘i(,‘i}w,
Authority to borrow (42 and (2) Homeowner ship
Assistance payments
U.S.C. 1487 (h)) ($60 million n FY 19801
Lindefmnite) 338,457 469,167 1,193,197 | e 10 dbove

SOURCE: Partial schedule from THE BUDGET OF THE US. GOVE RNMENT, APPENDIX, N
FY 1980, pp. 163,164, Rental Assistance

obligations other
than those to be
paid in the fiscal
year by the current
appropriation, are
covered by the per-
manent indefinite
borrowing authority
of the fund,

SR
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1973). The portion attributaple to the fiscal year 1330
orogram is $22 million. The remaining fiscal year 1380 obli-
jations--3371 million--ar2 calculated in the change in se-
lected resources anount., 1/ S5ince the Anti-Deficiency Act
requires all outstanding oblijations to be coverad py dbudget
authority, FmdA uses nermanent indefinite borrowing authority
of RHIF to covaer program oblijations extenlinj b2yond the
puljet year. (Je dDelieve this is a bad budjetary vractice
and discuss this problem in annther section of this study.)
Tat portion 2f budget year oblijations to be paid is covered
by an indefinite approoriation. 2/ (See figure 1l; fiscal
year 1930 amount: 3$75.6 million of the $136.6 million shown.)

This method of fundiny and the resulting budget presen-
tation are unnecessarily zonplex and confusing. Visipbility
of tha total fundingy rajuirements--cspecially future
requirenents~-is lost because in calculating the budget year
fundiny ragquirement (1) the total cost (oblijations) of the
budjet y=ar projram (i.e., the total amount of contracts beinj
entered into in the budget year) is not visible--the bulk
of the projgram i3 "netted" in with the other RHIF oblijations
to derivz2 the chanjz in selected ra2sources amount, (2) the
buiget year amount shown in the projram and financing schedul2
for Rental Assistance is for subsidy payments from all years'
projrans Jue to be paid out in the budget yesar ($76.6 million
for fiscal year 1930), (3) the injefinite appropriation amount
is only for those payments Jdue, and (4) all obligations out-
standin3y and not du2 to pe paid are covered by the pernanent
indefinite porrowinaj authority of RHIF. Not only does this
method of fundingy make it impossible for the Conjress to de-
termine exactly how the budget year Rental Assistance projram
level affects current funding reguirements, but it also hides
the requirement for future funding. That is, it hides the
fact that $371 aillion of the $393 million fiscal year 1930
program not covered oy the indefinite avpropriation nust be
appropriated as new budget authority in future years. For
example, according to fiscal year 1980 budget fijures, the
Congress has no control over providiny future budjat authority
Of over $1 billion for 3 years' programs alone (fiscal years

1/The "chanje in selected resources amount" is defined as the
ajjregate increase or decrease in those rasources ani lia-
bilities that have entered into obligations but have not
yet become costs, or vice versa.

2/Authorized by section 521(a)(2)(A) of the Housing Act of
1949, as amended.

14
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1378-80). Tha followinjy calculation shows how this figure
was derived. 1/

3-year to:ral program obligations (millions):

1978 actual $349.38
1979 estimate 425.5
1980 estimate 393.0
3-y2ar total $1,167.3

Less: 3-year obligations paid (Rental Assistance
Daynents):

1978 actual -2.4
1979 estimate -46.9
1980 estimate -76.6
3-year total -125.9
To be appropnriated in future: $1,041.4

FULL FUNDINS WOULD IMPROVE
DISCLOSURE AND COWTROL

Fully fundinj Rental Assistance woull provide full dis-
closure of the total cost and fundiny reguirements of each
y=2ar's orogran when it is presented to the Congress for funi-
iny. This would best b2 accomplished by taking the program
out of RYIF and funding it in a szparate Jeneral fund account.
(322 fijure 2.) 1In tne proyram and financing schedule in
fijurs 2, which depicts full fundinj for the projram, the
total estimated cost for fiscal year 1930 ($393 =illion) would
ano2ar On the Rental Assistance line and as the total oblija-
tions for that year. The amount of budjet authority required,
under full funding, would be 3393 million td be appronriated
for thaz 1980 budjet year with no future funding required for
that year's orogram. Thus full funiinj would increase con-
jressional control over future appropriations by eliminating
the requirement to provide an indefinite appropriation over
the lives of the multiy=ar contracts.

FndA budjet officials said they believed Rental
Assistancz was fully funded because total obligations were

1/Figures from The B3udjet of the U.3. Government, Avpenidix,
Fiscal Year 1930, opo. 163 and 164.

15
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covered by vpudget authority (the indefinite appropriation

and borrowin3y authority) in the budget year. We do not
consider the projram fully funded because the Congress still
has to appropriate funds in the future years to carry out the
current year's projgram. The very essence and most important
feature of full funding is that fundiang for the total cost

of a pnrojran is provided when it is started and no future
appropriation of budjet authority is required.

Figure 2

Hypothetical Projram and Financing Schedule (partial) a/
for a Rental Assistance Progjram
Jeneral Fund Aopropriation Account

Progran by activities:

Rental assistance contracts ($ thousands)
(costs~-~-obligations) $348,800 $425,500 $393,000
lotal obligations 343,800 425,500 393,000

Financinjg:
3udget authority
(appropriation) 348,800 425,500 393,000

a/This partial schedule focuses cn the proper recordiny of
budget authority. Other aspects of the schedule, such as
those necessary to keeo track of nutlays, unobligated bal-
ances, and unliguijated obligations, would also have to be
devzaloped.

These same disclosure and control arjuments ware used by

GAD in 1975 in recomnending that the funding of the Low Incoae
Yousing program (commonly refarred to as section 8) be chaijed
to full funding. This proyram, administered by tne Depart-
ment of dousing and Urban Development, is very large (over 320
billion in obligations estimated for fiscal year 1983) and has
baen fully funded since 1976. In that Rental Assistance is
very similar to section 3 in objectives, design, and operation,
consistent budget treatment should be used for both.

DISADVANTASES IN FULLY FUNDINS
RENTAL ASSISTANCE WOULJD 3E MINIMAL

Our Septamber 1978 report discussed several possible
disadvantages of full funding, including

~-dininished short-run control by the Conjress over
outlays,
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--difficulty of making long-range budget estinmates,

--higher budget authority ceilings in the concurrent
resolutions on the budget,

--questionahle accuracy of estimates for obligation and
outlay rates, and

--increased unobligated balances.

Of these, only unobligated balances might result from fully
funding Rental Assistance. Such balances would occur if all
the budget authority provided for a year were not obligated

in that year. While unobligated balances themselves would
not necessarily be a problem, they would have to be monitored.

Another area of this program requiring monitoring is the
large amount of unliquidated obligations. Because actual
ligquidations involve calculations depending on variables,
oversight of program administration is needed. We simply
call attention to this since it is outside the scope of this
study.

None of the other disadvantages would occur, or at least
not to the extent of becoming problems. For example, a higher
budget authority ceiling in function 371 (in which the program
is included) in the concurrent resolutions on the budget would
not occur if Rental Assistance were fully funded. In most
cases, providing budget authority for the full program costs
in 1 year would require a higher ceiling than would be re-
guired by providing budget authority for partial costs for
the same program under incremental funding. In Rental As-
sistance, however, even though each year's multiyear program
currently receives budget authority in increments, budget
authority-~in the form of borrowing authority--for the full
cost of that year's program is currently included in the func-
tion 371 ceiling. 1In this case, therefore, full funding,
which would do away with the incremental funding, would not
affect the budget ceilings.

The overall negative impact of fully funding Rental
Assistance would be minimal.

OTHER PROBLEMS WITH THE CURRENT FUNDING METHOD

Although we focused on full funding, several problems
need addressing in addition to the aspects of disclosure and
control discussed in the previous section.
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AJESTIJNA3SLE U3E JF 3JRRIWINS AJYTIORITY

The use of pernanent indefiaite borrowing authority
to cover Rental Assistance obligations is Jguestionable on
two counts: (1) the drijinal intended use of the authority
and (2) the lack of any nee] to use it for Rental Assistance.
This is not to say that this practice is illejal within the
context of a revolving fund operation, but rather to show
that Rental Assistance does not require it.

Pernanent indefinite borrowinj authority was proviied
RHIF 1/ for use with loan projrams for the following purpose:

"If there should not be sufficient cash in the

fund to enable the Secretary [of Agriculture] to
nake payments to wmortjajes * * * the Secretary nay
make and issue notss to the Secretary of the
Treasury * * * "

Such authority is needed in these loan programs to cover
the potential liability of the Federal Government in case
2f ldefault. If a oorrower cannot pay off an FmHA-guaranteed
loan, for example, FmHA has parmanent authority to borrow
funds from the U.S. Treasury and pay off the loan. 3ince the
authority is permanent and indefinite, FmHA can meet these
contingencies without action by the Congress and actual bor-
rowings may be made in any amount regquired. Thus the intent
of this authority was to meet unknown contingencies, such
as the need for immediate casn. It would be Jifficult to
interpret the intended use of such authority to cover known
funding requirements when no borrowing was ever anticipated.
This is the casa2, however, with Rental Assistance.

There simply is no need for borrowinj authority to fund
the program's multiyear contracts. The liability and esti-
mated anount o2f payments due under these contracts are known
when they are entered into, and budget authority to provide
funds for these payments can be appropriated at the outset.
Authority to meet unexpected cash reguirements, therefore,
i3 not needed. As a matter of fact, FmHA budget officials
stated that borrowings for Rental Assistance would not occur.
Thus the recorded amount of potential borrowind from the
Treasury is unnecessarily high by the amount of Rental Assist-
ance obligations covered by borrowing authority in RAIF,.

l/Farners dome Administration Act of 1946 (Public Law 79-731),
title 1, section 13 (b).
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Svea thoujh ther=2 is authority in law to use the perma-
nent iandefinite borrowing authority f£or the »nrogran, we
finl it is an inappropriate budgstary oractice.

FUNDINS RENTAL ASSISTANCE Id A REVOLVINS
FUND I35 INCONSISTEJT

Rental Assistance is not a revolving type activity and
should not be funded in RIIF, a oublic enterprise revolving
fund. Generally such revolving funds finance a continuing
cycle of operations in which outlays generate receiots ani
are substantially self-sustaining. The loan programs of
RH4IF meet these criteria. The Rental Assistance progran,
however, does not, since it 3jenerates no receipts and is not
self-sustaining. It simply requires budget authority t> enter
the contractual obligations and make outlays in tne form of

i i ; " : " :
subsidy pay\_’\_eqtg. It 1s not 1n any sense a reun'hr'nﬁ.g actiyv-

SRS LS [ R B R VAV oA

Funding the nonrevolving Rental Assistance program in
RIIF with revolving projrams, conpining their fundin3g reguire-
nents, and usinj borrowing authority intended for revolving
activities is unnecessarily complex and confusing. We believe
it is inconsistent with 3oold budgetary opractices.

TOJ AJCH FLEXIBILITY FOR FmuHA

FnHA Jains unnecessary flexibility by recoriing borrow-
in3j authority for Rental Assistanc2 when such authority will
not e used for Yorrowing f5r the orogram. As explained
earlier, FmHA uses the permanent indefinite borrowing author-
ity of RMIF to covar Rantal Assistance multiyear obligations
not covereld by tha indefinite approoriations for budget year
oblijations Jue to be paid that vear. (Actually Rantal As-
sistance oblijations are lumped with all RHIF oblijgations;
when RYIF financing--loan repaymnents, sale of assets, etc.--
do2s not cover total oblijgations, FmHA recorlds additional
pernanent indefinite borrowing authority.) This borrowing
authority remains availabla for use by FmHA--even after the
Rental Assistance appropnriation "vays Ooff" obligations thus
covered--as lonjy as the amount of total obligations of RHIF
requires it. Using Ra2ntal Assistance obligations to recorl
porrowinj authority which will not be used (to actually bor-
row) for the »rogram and then retaining that authority for
arojrams which nay indeed borrow ajainst it seems to entail
unnecessary flexibility for FmdA. (W2 wish only to point
this out and have not analyzed it in denth.)
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CONCLJSIINS

There are several problems with the current method of
fundinjy the Rental Assistance projram. The primary ones
are inadeguate disclosure of total program costs and funding
rayuirenents, and recording of budg=t authority for only par-
tial costs 0f 1 year's total projram. These practices weakesn
congressional control over the appropriation of budjet author-
ity in the future since the Conjress must continue to provide
funiiny for multiyear commitnents started in the past.

Full funding would imorove the disclosure of the pro-
jram's total funding requirements and increase the Conjress'
control over future speanding. This would best be accomplished
by takin3j the program out of the RIIF revolving funi and fund-
in3 it in a separate general fund account. Such a chanje
would reguire full funiing because of the Anti-Deficiency Act
Stipulation that all obligations be covered by budjet author-
ity.

The other problems with the current method of funding--
questionable use of borrowinj authority, olacenent of a
nonrevolving activity in a revolving fund, existence of too
much flexibility for PFmHA--would be solved by funding
Rental Assistance in a separate general fund appropriation
account.
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FURTHER IMPLEMENTATION OF FULL FUNDING
IN THE FEDERAL GOVERNMENT:

ANALYSIS OF FULLY FUNDING THE
FAMILY PLANNING PROGRAM

(A CASE STUDY)
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INTRODJCTION

DEFINITION OF "FULL FUNDING"

A program (or project) is considered to be fully funded
1f the budgat authority reguested and anade available is for
the total cost of that program to be initiated in the budjet
year. It i3 usually discussed in terms of multiyear oro-
jrams whether or not obligations for the 2ntire progjram
are nade at one time.

Some advantages of full funding include facilitating
better orojram planningy and budjet estimation, mninimizing con-
3truction Jdelays, and helping the Congress in its budjet deci-
sionnaking. This Jecisionmaking is helped in two specific
ways. First, the Congress knows the total cost of a aultiyear
projram and provides fundiny for it when it bejins. Control-
lability of future budjets is thus enhanced because the Con-
jress is not required to fund in futur2 years the remaining
coanitments Of a program started at only a fraction of its
total cost. Second, full funiinj helps the Congress decid-
on funding nrogram prioritiss withia a budget year's spending
ceilinj, since projrams compete more eguitably on the basis
of their total Federal investments involved, not on just their
first year's cost.

However, Jisalvantajes include the difficulty of lonj-
ranje budget estimation, the occurrence >f unobligated
balances, and hijher budget authority ceilings ia concurrent
resolutions on the bulget than currently reguired to provide
budjet authority for only 1 year of a multiyear orogran. 1/

POTENTIAL FIOR FURTHER APPLICATION
QF FULL FUNOINS

Full funding has traditionally bSe2n associatad with
construction and procurement projrams. dowever, our 3eptember
7, 1378, report stated that there was potential for fully
fundiny other types of programs, incluiing some social pro-
jrams. This study focuses on one of the social programs wea
identified, Family Planninjy, and examines in deoth the feasi-
bility of fully funiing it.

1/For a further discussion of the advantages and disadvantagjes,
see our 3eptember 7, 1978, report.
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IVERVIEY JF FAMILY PLANNINS

Tne principal joal of the Family Planninj 3ervices ani
Population Rasearch Act of 1970 and subsejuent anendments
is to provide indiviiuals the freedon of choice in Jeter-
mininy tne number and spacing of their children. The Family
Planniny projramn was established to accomplish this joal
by oroviiing grants to individual projects. In receiving
project services, oriority is given to persons of low income
(earning up to 150 percent of the official poverty linz) but
services are also offered to anyone, on the basis of a sliding
incona scale.

srantenrs provide counsaling, health screening procedures,
and a wide range of fertility services. Thus, besides offer-
ingy family-planniag services, the program also s2rves as a
source >f oreventive health care, especially for low income
wonen of childbearing aje. At the end of fiscal year 1976,
family planning services were available in 2,924 of the 3,074
counties in the United 3tates, administrated by 238 grantees
servingy about 3 million persons throujh more than 5,000 local
clinics.

Structure

Family Planning is manajed by 3ureau of Community Health
Services (S8CH3) within #Health Services Administration (H33),
oart of HEW's Public Hdealth Service (P43). Projram manage-
aent, headjuarterei in the Washinjton, 2.C., netropolitan
area, writes rejulations and juilelines reflecting congres-
sional intent as enobodied in the Family Planninj Services ani
Pooulation Rezsesarch Act of 1370 and develops Family Planning's
annual builjet, which in 1373 totaled $135 million (95 percent
of this is for discretionary 7jrants). Ten regional offices
throughout tne country oversa2 the projram. - They approve
nrojects as jrant canjidates on a nultiyear basis but award
actual project funds only on a yearly basis.

Jrant2es ar2 either 3tate health departments or larje
orivate nonprofit ajencies. These departments and ajencies
deliver family-planning services directly through local
service centers ani/or by contracting with smaller private
nonprofit delegate agenciss. The Jrantees as a jroup have
been very stable, with a nationwide yearly turnover rate of
only about 4 opercent.
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FULL FUNDING APPROACHES

There are two basic approaches for fully funding
Jrant-based social projrams like Family Planning which
deliver services 2n an ongoing pasis. Since some of the
impacts of full funding discussed later are affecte? by
the choice of approach, it is necessary to describe thenm
b=2fore such discussion starts.

Periodic approach

Under this approach all grant projects in Family Plan-
niny would be funded only at the bejinning of each full fund-
ing period for the total period. Appropriation and authori-
zation hearings could be held in the same year (e.3J., both
every 3 years) or in multinles of one another (e.g., appropri-

ation hearinys every 2 years, authorization hearings every 4

years). The cyr}chbanlznf1nn of 2pnrnnr12f‘1nn and authoriza-

tion hearings could allow for a "sunset" legislative approach.
In every congressionally designated period of time, both au-
thorization and appropriation hearings would be held in the
same year--which could affect both the program's purpose and
its funding level as much or as little as the Congress Jdeemed
necessary.

5taggered apnroach

This aopproach would be the most similar to the current
annual approach in that program funds would be provided
avery year. However, unlike annual funding, funds would
be provided every year for only a portion of the projram's
total jrant projects--but on a multiyzar fully funded basis.
Thus the total »nrojgram's funding would be stagjered between
different pudjet years. For example, if Family Planning
had a fully funded staggered period of 3 years, about one-
thicrd of the projects would be up for funding each ye=ar; the
other two-thirds would have been fully funded on a multiyear
basis in previous years and so would reguire 'monitoring but
not a formal budjet process as such., This stagjered approach
is more comolax and time consuming to administer than the
periodic approach.

If a program like Family Planning were to be fully
funded on a stajjered basis, changes to the projram result-
iny from authorization legislation would be difficult to
implement immediately throughout the total program. Those
jrant projects beginning when the legislated changes were
nade could certainly incorporate the chanjes easily. iHowever,
those orojects already underway and fully funded might require
a supplemental aoprooriation to support any additional projranm
requirements legjislated.
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IMPACT ON THE CONGRESS OF FULLY FUNDING THE PROGRAM

This section discusses several ways fully funding
Family Planning would affect the Congress. Most of our dis-
cussion, however, focuses on full disclosure of budget in-
formation and program and budgetary control by the Congress.
Attention is centered here since we found it more difficult
to evaluate the advantages and disadvantages of full funding
versus the current method of providing 1 year's funding
at a time. This difficulty stems from two things: (1)
defining the actual commitment to be funded and (2) deter-
mining how the stability of the program affects the feasibi 1-
ity of fully funding it. (Note: The legally binding period
of funding for Family Planning projects--1 year--is funded
in full now. In this study, however, we are examining fully
funding a period of commitment beyond that.)

THE IMPORTANCE OF THE COMMITMENT
IN CONSIDERING FULL FUNDING

The commitment of the Federal Government to fund any
program is very important in determining if full funding is
needed and in determining the implications for disclosure
and control. All full funding discussion in this study con-
cerns multiyear programs. In some multiyear programs, the
commitments are in the form of legally binding contracts.
Unless otherwise authorized by law (as Corps of Engineers
projects are), they must be fully funded. 1If these programs
do not receive budget authority for the total cost of their
commitments when they start (i.e., they are not fully funded),
the Congress must provide funding in subsequent years. This
significantly affects disclosure of budget information to
and budgetary control by the Congress.

In other cases the commitment to fund programs is not
binding but may constitute "moral" or de facto commitments.
This is the case with Family Planning. Such programs can
be considered for full funding if we consider the normal in-
terpretation of "commitment," not just a strict legal inter-
pretation. Our September 7, 1978, report stated that when
considering the conversion of a program to full funding,
there should be a commitment to the extent that there is
clear evidence that the Government intends to fund the pro-
gram (or project) to completion. 1/ While we believe the

1/We also listed other criteria; our list of candidates
for full funding in the September 1978 report included
Family Planning as meeting all criteria.
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Family Planning project commitments generally meet this
criterion, these commitments need to be analyzed in depth
in determining whether or not the program should be fully
funded.

What is the nature of the commitment in
considering fully funding Family Planning?

Grant awards are the primary means of funding Family
Planning. Funding is allocated to grantees according to the
"Project Period System" established by PHS. Under this system
each project is approved on a competing basis for up to a
5-year "project period." Funding, however, is provided only
for a l-year “"budget period." (The appropriation is annual;
i.e., available for obligation for 1 year only.)

The grantee is notified in writing of its project period
duration and budget period amount in an official "Notice of
Grant Award" issued by a Family Planning regional office.
Since the project period usually is for more than 1 year,
it extends beyond the project's yearly budget period. The
intent to fund the project beyond the yearly budget period is
stated in chapter 1-85-10 (revised Oct. 1, 1978) of the PHS
Grants Administration Manual: The project period system "pre-
serves the principle of funding grants on an annual basis,
while at the same time providing the grantee with a statement
of intent on the part of PHS to continue funding the project
for the remainder of the approved project period subject to
certain conditions."

Once the project period begins, a grantee is subject to
an annual noncompeting review of its program. All subsequent
funding during the project period is subject to the availa-
bility of funds provided by the Congress to Family Planning.
However, if a grantee continues to perform well and if the
program continues to be funded by the Congress, then the Fed-
eral Government is committed to fund that grantee for its
entire multiyear project period, despite funds being appropri-
ated only annually. According to program officials, this mul-
tiyear commitment is not binding in the same sense as a multi-
year contract. In other words, if the Congress wanted to stop
funding Family Planning, the grantees with 1 or more years re-
maining in their project period agreements (for which no funds
would have been appropriated) would not be able to force the
Government to fund them by arguing breach of contract.

Program officials, however, consider these agreements to
be morally binding and stated that very few were actually ter-
minated. Therefore, while these commitments are not binding
technically, in a practical sense they have implications for
full disclosure of information and congressional control.

26




APPLNWDIX Il APPENDIX II

IMPORTANCE OF FULL DISCLOSURE AND
CONGRESSIONAL CONTROL

The Congressional Budget Act of 1974, with its increased
involvement by the Congress in the budget process, requires
full and complete disclosure of information to the Congress.
We believe this includes providing the total costs of programs
being presented for funding, particularly for multiyear pro-
grams for which the impact of budget decisions may go beyond
the year for which the budget is being considered. For exam-
ple, a multiyear program or project started in a given year
may involve one or more of the following in subseguent years:
appropriations, obligations, or outlays.

Another aspect of full disclosure is that knowledge of
the total cost of programs facilitates congressional deci-
sionmaking with respect to funding priorities within the bud-
get year spending ceilings. Programs compete on a more equi-
table basis under full funding since it discloses the full
Federal investment involved. Incrementally funded multiyear
programs (those provided funding for a year's cost at a time)
enjoy an advantage in competing for dollars in that only a
portion of their total cost is requested each year. The fact
remains, however, that once a commitment is made, the Federal
Government may find it difficult to terminate it. As a re-
sult, future Congresses have little, if any, control over
funding that commitment. Full funding would increase the Con-
gress' control over total spending and outlays in future
years. We believe this is one of the primary objectives of
the Congressional Budget Act of 1974.

How, then, would full funding meet this objective in Family
Planning?

The effect of full funding

To assess the impact of fully funding Family Planning com-
mitments, it must be contrasted with the current method of
funding.

The annual budget request for the program 1/ represents 1
year's cost of funding the program grants to all projects. In
any one year these projects are in various stages of their proj-
ect periods—--some in the first year, some in the second, and so
on. Likewise, the appropriation provides for 1 year's funding.

1/In the Health Services appropriation account (75-0350-
0-1-551), "The Budget of the U.S. Government, Appendix."
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Therefore, the Congress is making funding decisions on partial
costs of multiyear commitments. The Congress cannot tell from
the budget request the cost of the commitments which exist be-
yond the budget year.

Therefore, if the Federal Government intends ‘. honor
existing Family Planning agreements requiring funding beyond
the budget year, current disclosure of the full cost of these
commitments may be inadequate and congressional control over
future appropriations may be weakened. Fully funding the mul-
tiyear projects would require disclosure of full costs of
project commitments and would provide complete funding "up
front" for commitments extending into the future. While this
would increase control over future appropriations in a pure
sense (i.e., future funding would not be tied to commitments
made previously), this analysis must consider the practical
aspects of control affected by full funding.

Practical effect of full funding
on control of Family Planning

Two aspects of control need further analysis: (1) future
control in the light of relative program stability and ongoing
commitments and (2) annual control by the Appropriations Com-
mittees.

The preceding section discussed future control by saying
that multiyear commitments funded 1 year at a time do not
afford the Congress as much control as fully funded ones.
There 1is, however, a question about how much control would
really be gained from full funding due to the relative stabil-
ity of Family Planning. From year to year there are few "new
projects" (i.e., additional grantees) and program funding
appears to be fairly predictable. The fact that few addi-
tional commitments are being made precludes a cumulative
buildup of future funding requirements. There is little
chance of funding needs getting out of control.

Another factor to be considered in discussing future
control of Family Planning under full funding is the ongoing
nature of the program. By "ongoing" we mean that year after
year practically the same grantees are funded for a contin-
uous provision of services. Even though the project periods
are of a definite multiyear duration, basic budgeting and
funding for projects is done annually. The end of a project
period is not significant in that a project is no more likely
to end then than it is at the end of any year under annual
review of performance. Project periods define more a period
of funding than they do a finite project. While there is a
commi tment to fund these project periods, there is also an

28



APPENDIX I APPENDIX II

ongoing commitment to fund the overall program continuously.
This overall commitment cannot be fully funded because of
the lack of a defined completion.

The second aspect of control involves that gained through
the current annual funding of the entire Family Planning pro-
gram. This was brought up by the Approprations Committee
staff interviewed. They felt that the Congress had better
control of the program through annual review and funding. It
can appropriate whatever it wants and can control the level
of program activity year by year. In their opinion, full
funding would take this away from the Congress by setting
future program levels in advance and they opposed it.

Such an argument tends to separate "program" control from
"budgetary" control as discussed earlier in this section.
While both are important from the congressional perspective,
the Congress, in deciding whether to fully fund Family Plan-
ning, would have to weigh the advantages and disadvantages
of the current annual method against full funding.

UNOBLIGATED BALANCES WOULD RESULT

If Family Planning were fully funded and all budget au-
thority were not obligated in the first year, unobligated bal-
ances would result. This would reflect the fact that not all
program grantees were fully funded by BCHS. However, these
unobligated balances by themselves do not constitute a sign
of fiscal mismanagement in that:

--A spending plan would have already been submitted to
and approved by the Congress as a part of the full
funding budget process.

--The Congress could be kept informed as to the status
of the unobligated balances. In fact, in our Septem-
ber 7, 1978, report we reiterated a previous GAO recom-
mendation that the Congress (as well as the executive
program agency) establish some form of additional over-
sight for fully funded programs. Specifically, over-
sight could be directed at the balance of total obli-
gation authority from year to year, not just new budget
authority. This could be accomplished in the regular
budget review process.

, Consequently, while unobligated balances would occur,
procedures and mechanisms could be in place to control and
monitor them.
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PERIODIC FULL FUNDING WOULD REQUIRE A
HIGHER BUDGET AUTHORITY CEILING

As discussed earlier, there are two approaches to fully
funding Family Planning--periodic and staggered. 1/ Under the
periodic approach, the Congress would make an appronriation
for all the program's projects once every multiyear full
funding period. This could coincide with a "sunset" review.
In the year this appropriation was made, it would require
a higher budget authority ceiling in the concurrent resolu-
tions on the budget for the Health Services budget function
(function number 551) than is currently required for annual
funding. This budget ceiling would, however, be higher only
in those years when the program's full funding was up for
renewal and would be lower in the years during the full fund-
ing period when a program request would not be presented.

In the long term, using the periodic approach would not re-
quire any more funding than is currently required using the
annual appropriation.

INCREASED PROGRAM MONITORING

The Congress has traditionally relied heavily on its
appropriation hearings as its principal means for yearly
oversight of Family Planning. Under either the staggered or
periodic approach, this form of oversight would be reduced.

With staggered full funding, Family Planning would come
before the Congress every year, but full funding would be
sought for only a portion of its total number of projects
(i.e., those up for renewal or startup that year). No hear-
ings would be held on the other portion of the program. 1In
periodic full funding, Family Planning would come before the
Congress only once per full funding period, representing the
entire Family Planning program; no other hearings would be
reqularly scheduled during the full funding period.

To counteract this reduced oversight, the Congress could
conduct supplemental hearings at any time. It could also re-
quire regular program and budget status reports between hear-
ings periods. Moreover, the Congress could have 2-year full
funding periods (requiring 2-year maximum project periods),
which would coincide with election years. In this way each

1/Under the staggered approach a portion of the Family Plan-
ning projects would be presented to the Congress for full
funding each year. This would have little impact on the
budget authority ceilings.
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Conyress would be able to review, modify, and fund, as it
felt necessary, the total Family Planning program.

IMPACT ON HEARING AND STAFF TIME

We have previously recommended in a report entitled,
"Fundamental Changes Are Needed in Federal Assistance to
State and Local Governments," (GGD-75-75, Aug. 19, 1975) and
in a letter to the Chairman of the Senate Committee on Govern-
ment Operations, dated August 10, 1971 (B-153121), that the
Congress seek to relieve the time pressure on its appropria-
tions deliberations through alternative budget mechanisms.
One alternative recommended was appropriating funds for more
than one year at a time for the ongoing operations of an
agency. Ongoing operations were recommended since their fund-
ing requirements are fairly predictable.

This prlnc1ple mlght be applled to fully fundlng pro—
grams structured .I.lK.e raml.Ly rlannlng. For exampu—:, W.I.CII
periodic full funding, Family Planning would come before the
Congress only once per funding period (say every 2 years)
and the hearing and staff time normally required for the pro-
gram during the intervening year would be saved (the longer
the full funding period, the more time saved). This saving
would be offset to some extent by the time required by the
Congress to monitor the program during the intervening years.
Ultimately the amount of congressional hearing and staff time
saved would depend on the amount and complexity of oversight
the Congress wanted to perform.

IMPACT ON THE EXECUTIVE BRANCH
OF FULLY FUNDING THE PROGRAM

Fully funding Family Planning would significantly affect
those executive branch units involved with it. Most affected
would be the program agency, the BCHS.

The specific effects of fully funding the program would
depend on the exact form of full funding preferred by the
Congress, as discussed in the previous chapter (e.g., periodic
or staggered funding, the length of the funding periods).

ADDITIONAL BUDGET FLEXIBILITY

Full funding provides budget authority for the total
cost of a program without regard to whether funds are obli-
gated all at once. Therefore, if Family Planning were fully
funded, BCHS would have greater flexibility in obligating
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funds to grantees. Currently the program can fund its
grantees only for up to 1 year at a time--the length of its
own funding period. Under full funding, BCHS could vary the
length of funding for the grantees beyond 1 year and up to
the program's own multiyear full funding period assigned to
it by the Congress. The grantees interviewed felt that they
would benefit administratively and programmatically from mul-
tiyear full funding and saw it as a highly desirable alterna-
tive to the present annual funding approach. (See following
section.) Consequently, BCHS could reward grantee performance
by granting full funding time periods it felt appropriate--
given the grantee's ability to plan, budget, and monitor it-
self on a multiyear basis.

BETTER MULTIYEAR PROGRAM
PLANNING AND BUDGETING

Under full funding the current annual approach to program
deve lopment would be replaced by a more stable multiyear ap-
proach. That is, since fully funded Family Planning projects
would be planned and budgeted on a multiyear basis, program
modifications would be limited to the beginning of the full
funding period, if at all possible, to avoid disrupting multi-
year projects once underway. Because of this, the initiation
or renewal of a project at the beginning of a full funding
period would have to be made after an exacting, detailed mul-
tiyear program assessment, as planning and budgeting decisions
made at this time would affect the program for the total
length of its multiyear budget period.

Currently multiyear plans for Family Planning are devel-
oped, but are only general and are not supported by detailed
budgeting. Two primary examples are (1) the Health Services
Administration Forward Plan (an HSA-wide, 5-year plan which
includes Family Planning) and (2) A Five-Year Plan for Family
Planning Services and Population Research. Program officials
expressed confidence that more detailed plans could be devel-
oped but expressed concern over their ability to budget in
detail on a multiyear basis. The consensus was that any de-
tailed budgeting for more than 3 years would become quite
subjective. This is because of the dynamic nature of Family
Planning, the budget forecasting techniques now in use, and
the data base currently available for budget formulation.

If full funding is to operate, Federal program staff
have to be able to budget accurately as well as plan in detail
for the total full funding period. Currently the limit is
about 3 years. However, this is not to say that, given time,
effort, and congressional support, program staff could not
improve their capabilities in this area.
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WOULD REQUIRE INCREASED PROGRAM MONITORING

If Family Planning were fully funded, BCHS would have to
install additional fiscal and programmatic controls to more
closely oversee the status of the program. Such monitoring
would have to include program unobligated balances and the
multiyear operation and budgeting of the program at both the
BCHS and grantee levels.

Currently BCHS requires (1) grantee progress and fiscal
reports semiannually or quarterly (at the discretion of the
regional program officer) and (2) a financial audit at least
every 3 years. Program officials stated that these procedures
and checks probably could be expanded to encompass the new
factors brought about by full funding, especially the monitor-
ing of unobligated balances. Further fiscal control could
possibly be derived by BCHS' limiting a grantee's spending
to only a specified amount each year, even though it was fully
funded for a multiyear period.

WOULD AFFECT STAFF TIME

People at all levels of the executive branch are contin-
ually developing, compiling, justifying, coordinating, cor-
recting, and approving the Family Planning budget. Full fund-
ing would require changes in the amount of staff time and
resources required for budgeting. Such changes would vary
depending on the full funding approach used.

Under the staggered approach, the executive branch's
staff time required to prepare budgets would be as great as
or greater than the staff time currently required under annual
funding. Each year a Family Planning budget would have to
be formulated for a subset of the total program's projects.
While there might be a savings of staff time by developing
budgets for, say one-third of the total projects (instead of
all of them as is done now), this would be partially offset
by the necessity to plan and budgyet on a multiyear basis.
Furthermore, the rest of the Family Planning projects already
fully funded in previous years would have to be monitored
and reported on. While the total amount of executive branch
staff time necessary to budget and monitor under staggered
funding cannot be exactly determined, it was thought by the
executive branch staff interviewed that the time required
would be about the same as what is now required, if not more.

Under periodic full funding staff time probably could be
saved. Family Planning's budget process would take place only
once at the beginning of each multiyear full funding period.
Thus, the total program would appear before the Congress per-
iodically, and a budget would not be submitted to the Congress
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in tha interveninj years. The executive branch staff
interviewed thought that it would require less time under the
periodic approach to plan and budget Family Planning for one
nroject period (say 3 years) than under either the stagjered
full funding approach or the current annual funding approach.

IMPACT OF FULL FUNDING ON GRANTEES

3CHS officials could also apply full funding selectively
to those jrantees they felt could operate more effectively
under this mode. For jrantees full fundinjy would offer advan-
tages over annual funding, while also entailing certain ad-
Jitional reguirements, often similar to those mentioned in the
previous section for BCHS.

ADDITIONAL BUDSET FLEXIBILITY

Currently jrantees can be subject to an annual "usz or
lose" nolicy concerning the obligation of their jrant funds.
This can cause problems when (1) funds are hurriedly and in-
efficiently spent in order not to lose them or (2) funds lapse
and the planned program i3z not accomplished. Under full fund-
iny there would be a multiyear oroject period during which
funds could be us2d. This addel flexibility would allow
jrantees to oblijate grant money at the most efficient rate
possible during their multiyear project periods and not be
constrained by an annual cycle. i{owever, between full funding
veriods, a "use or lose" situation could again exist.

Fully funjed jrantees that contracted with local delegate
service agencies for delivering family planning services would
also jain flexibility in funding these ajencies. wWnile grant-
ees coull continue to fund their delesgate ajencies annually,
they would have the option to fully fund them as a performance
incentive. As recipiants of full funding, delegate agencies
would have many of the advantajes and additional requirenments
discussed in the remainder of this section. As providers of
full funling, the jrantees' relationships with their dz2legata
agencies would be similar to the relationshio that BCHS3 has
with the Jrantees themselves.

MULTIYEAR PROGRAM PLANNING
AND SUDSETING

As stated in the section on the executive branch, for
full funding to be more effective, multiyear olanningy and
budjeting must occur. Currently grantees plan and budget
annually, even thoujh commitments are made on a multiyear
' basis.
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When grantees' staffs were questioned as to their current
ability to plan multiyear programs and to budget them in de-
tail, they stated that these functions would be limited to
maximum 3-year projections (the same period mentioned by
BCHS). Realistically, the grantees stated, this period would
be for only the most highly developed grantees. Many grantees
and delegate agencies would require substantial technical
assistance before they could begin to accurately plan and
budget in detail on a multiyear basis.

INCREASED PROGRAM MONITORING
AND CHANGLED STAFF TIME

Fully funded grantees would have to install additional
fiscal and program controls so that they could both report
to BCHS and monitor their own programs. These grantees would
have unused grant funds at the end of each year except the
last during their project periods, and these balances would
have to be closely monitored. Further, fully funded grantees
would be operating nultiyear programs which would come up
for grant review less often. This too would necessitate in-
creased monitoring., Finally, if any fully funded grantees
in turn fully funded some of their delegate service agencies,
they would have to be closely monitored as well.

While grantees would have to prepare initially multiyear
grant applications and increase their monitoring and reporting
efforts, grantees interviewed stated that the combined staff
time expended for these efforts would be offset by the con-
siderable time saved in not having to prepare annual grant
requests and budgets during the interim years of the full
funding period.

CONCLUSIONS

Fully funding the Family Planning program would affect
the Congress in several ways. One of the primary ways it
would aid the Congress would be by requiring disclosure of
the total cost of progyram commitments. For Family Planning
the total cost of the multiyear project grant commitments
would be disclosed to and funded by the Congress. This would
be an improvement over the current procedure of reviewing

" budgets and providing funding for 1 year's cost of these
agreements. Fully funding the total cost of multiyear proj-
ects when they start usually gives the Congress better control
‘over future funding, since such projects do not require fund-
ing in the future. Family Planning, however, is fairly
stable--few new projects are started each year and growth in
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the program level is moderate. In addition, the project
agreements do not guarantee funding beyond 1 year and the
overall commitment is to provide services on an ongoing
basis. Therefore, control over future funding is not a real
problem. Control over the program level year to year--in the
annual appropriation process--could actually be we...ened by
full funding.

Other impacts are the creation of program unobligated
balances, the potential for a higher budget authority ceiling
in some years, the increased program monitoring and a change
in staff time (possible reduction) devoted to the program.
None of these would be significant, and the Congress could
benefit if hearing time were reduced.

The executive branch and grantees could benefit from mul-
tiyear budget flexibility gained from fully funding Family
Planning. An impact which would require more effort by pro-
gram managers and grantees is the need for multiyear program
planning and budgeting and increased monitoring.

In summary, even though the executive branch and grantees
might gain some advantages, the advantages to the Congress
of fully funding Family Planning are not significant. After
our analysis we feel Family Planning is not a prime candidate
for full funding.

(974470)
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