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OMMPU tHouse of Representatives

Dear Mr. Chairman:

C'a& On February 12, 1991, you requested that we r0vew" tho Viep4rtmont (f

2 " -- Defense's (DOD) plans to consolidate the Army's, Air Force's and ti
l, -. Defense Logistics Agency's (DIA) printing and duplicating functions into

the Navy Publishing and Printing Service (NPIS). Specifically, you
. .4 requested that we determine (1) the validity of the savings estimate, (2)

Fly. where and how the savings are expected to be achieved, (3) whether
-J Kb,., i comparable savings can be achieved without consolidation under one

-H service, (4) what plants and operations will be eliminated or reduced, (5)
the impact on printing procured through the Government Printing Office

A, . (G1Po), (6) what equipment will be bought to implement the consolidation,
Di t and (7) the pros and cons of thle consolidation plans.

As we discussed with your staff on ,June 24, 1991, 1)D has not com-
.. pleted its current consolidation study and will not provide us with pre-

liminary study reports and supporting documentation until final
decisions and necessary concurrences have been obtained. Therefore,
our ability to provide specific answers to your questions within the time
frame specified by your staff is limited at this time. We have, however,
obtained preliminary information that raises additional issues and ques-
tions for congressional review.

Background While all the services and DAl have their own printing and duplicating
functions, the Navy is the only service that centrally manages most of
these functions through its NI'S Management Office. It uses an industri-
ally funded financial structure in which one standard price is applied
for printing and duplicating services regardless of where they are
obtained wit hin NI'I s, and all such services are performed on a reimburs-
able basis. The other services' and DIA's financial operations, on the
other hand, are directly supported by appropriated funds, and their
printing plants and duplicating operations are under the control of local
commands.
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Oi November 16, 1990, the Deputy Secretary of Defense approved a
Defense Management Report Decision that called for the consolidation of
all i) printing and duplicating services under NITS. NIPS would serve as
the singlo i)01 manager. In accordance with this decision, Ixnh plans to
implement this consolidation by October 1. 1991.

The savings estimated from the consolidation decision was expected to
be approximately $25 million annually. However, officials from the
Office of the Secretary of Defense (os0) and the military services ques-
titited the savings estimate and the methodology used by the i) 1 Comp-
troller's office. As a result, the Navy was tasked by the osil Director of
Administration and Management on February 15. 1 991, to conduct an
implementation study to validate the accuracy of the savings estimate.
Specifically, the study, which was originally scheduled to be completed
by May 1991, was to (1) determine the amount of funds saved and the
number of people to be affected by the consolidation and (2) identify the
organizations and functions to be included in the new structure.

As of July 26, 1991, the Navy's study was still being reviewed within
ixD,). Ix)r and Navy officials were not willing to provide us with a copy of
their preliminary study or any of the documentation used to prepare the
study until concurrences within DOD were obtained. lowever, an unoffi-
cial copy of the Navy's .une 5, 1991. preliminary report was obtained
by our office. This report estimated that about $41 million could be
saved if 338 Army, Air Force, Marine Corps, and II.\ printing and (upli-
cating activities were placed under NPI'N.'

Results in Brief The preliminary information that we have obtained confirms the nc.,d
for answers to your questions as well as other questions, some of which
may be addressed once the study on the consolidation of l)()i'ns )rinting
and duplicating functions is completed. For example, our discussions
with I)x) officials have resulted in additional questions concerning (1)
(he methodology and assumptions used to determine the consolidation
savings estimate, (Z) a possiole tailure to consider (in the savings esti-
mate) the cost of equi)ment (currently estimated at $2(1 milhon ),
training, and logistics required by the consolidation. and (3) conflicting
claims by the Navy, the other services, and PiA concerning the l)ossible

I'rding ii [)1 ol wiciK. 'ri wi', 5.12 ..r'my. Air '- |. N.A. n Maine (wtps l'ailiI le.s ilit-

'iol i'i m iluitsin ii is | ini irt. Ilowi , rmi'. un :" .1 ]5 e h |e l l ullla'ize . ()S) , :"
iitli "iti'i'wtm will be ii ii' '., I'I"' I t in III1

,  
sll'ltrim rl'm l ' im nial sa\ mg. ligilir i s

Page 2 GA) NSIAD-91-2fi6 ('nnoIlidatiiig Printing



B-244875

impact of the consolidation on the cost and efficiency of procuring coin-
mercial printing services. Other important questions such as (I) how the
savings will be realized, (2) what plants and operations will be elimi-
nated or reduced, and (3) what equipment will be bought, will not be
addressed by rxuK) officials until well after the consolidation has been
implemented.

-Preiminary Savings The Navy's June 5, 1991, preliminary report estimates that the consoli-
dation under NPI', will save approximately $41 million for the 338 activ-Estimate ities included in the report. This is a net annual savings.

Methodology ms'5 officials informed us that they collected fiscal year 1990 cost andproduction data for the Army, Air Force, DLA, and Marine Corps activi-

ties that would he included in the new consolidated structure. These
costs werc compared with NPPS Costs for similar work. The savings est-
mate was determined by taking the difference between each activity's
total costs and the estimated cost for comparable production from NPI.

The preliminary NPS data shows that most of the 338 activities had
higher costs than Nip,., but the data also showed that a number of activi-
ties had lower costs. Specifically, there were 49 of the 338 activities that
had production costs of approximately $10 million less than NPIX costs.
Table I presents, by source, the number of affected printing and dupli-
cating plants and facilities, and the estimated loss or savings relative to
NIPTS costs levels for comparable work.

Table 1: Summary of Preliminary Net Savings Relative to NPPS Costs
Source Plants Less than NPPS Plants More than NPPS Net savings
Army 43 ($9.254,376) 151 $20,506,623 $11.252,247
Air Force 4 (697,092) 114 27,055.102 26358,010

DLA 1 (11.964) 13 1,504,112 1.492,148
Marines 1 (179.415) 1i 1,790,7 61 1.611,346

Total V? ($10,142,847) 289 $50,856,598 $40,713,751

Although the preliminary NIPS, data shows that most activities had
higher costs than NIPIS, the differences in cost were not significant in

........ ., ' '"t ,! number of atlivitics (24)

accounted for 53 percent of the savings (or $21.6 million).
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Assumptions The savings estimate is largely dependent on a number of assumptions.Although specific information regarding their study resihlts was not

made available, discussions with NIPS officials did reveal some of the
general ground r, ; s and assumptions used in the study. The first
assumption is that NPI' can reduce each of the higher-cost activities to
rho \1,s cost. N!'!); officials told us that they intended to reduce the ser-

vices' and Di \'s costs by using their professional printing organization
and management techniques. However, some activities, including some
currently under NiPPs, may have characteristics that result in higher
costs. For example, non studies- indicate that activities that have a
higher proportion of short production runs, which are generally more
costly, may result in relatively higher overall costs. They further state
that long production runs, which are normally procured, are less costly
because equipment is being operated at peak performance and fewer
changes or steps in machine set-ups and other processes are required.

Officials from the services and DLA believe that their activities appear to
be less efficient and moie expensive since they retain short-run, labor-
intensive jobs in-house. Noting the long average-run lengths reported for
the Navy as part of tie supporting documentation for the Deputy Secre-
tary's decision t, consolidate (approximately 700 copies per run for the
Navy and under 100 for the Army and Air Force), the military services
and DI, believe that the Navy is retaining long-run, more economical
jobs in-house to keep its costs down.

As part of their current study, NP[S officials stated that they recalcu-
lated the services' average-run lengths to arrive at the average jobs
included in their preliminary reports' savings determination. They told
us that the average-run lengths they computed for the Army and Air
Force were just as high as theirs. Ilowever, they did not share the exact
data with us since it was part of the study. Consequently, without such
support, we were not able to verify this information.

Another assomption is that thle cost siructure for NIPS costs and the one
used in the validation study for Army's. Air F'orce's, and 1L..'s costs are
comparable. According to Army, Air Force, and I)LA officials. t hey par-
ticipated in the validation of the cost and production data for their
actvities but were not privy to the determination of comparabhle N'Is

costs for their activities' work. Some officials have expressed concern

2"'R wvi",w of D) D Printing Fa(cilities in the N(irt(,ik, Virgiinia Are," A i 19 4 and "ri( D O D

Print ing Facilities in the San Franisct-Sa('ranento-M nthrvy. ('alifo nia Artva.Matr 1!85
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about the validity of the NI'.s cost and resulting savings estimate since
that cost determination was not shared with them.

We compared NI'lte cost data from its Cost and Financial Management
Summary with the validation study cost structure. We found data ele-
ments that were not comparable. For example, military personnel costs
aie included within the services' cost estimates, but are not reported in
the NPS financial summary. In addition, NPIS records do not contain p'r-
sonnel support costs (overhead costs for personnel, payroll, and data
processing, for example) or depreciation costs (cost items that were col-
lected for the services and DLA). NPI's officials acknowledged t hat fiscal
year 1991 Standard Prices excluded depreciation and personnel support
costs; however, they told us that the fiscal year 1992 prices would
include depreciation and that funds would be provided in the fiscal year
1992 budget for personnel support costs. If military. depreciation, and
personnel support costs were also deleted from the acquired activities'
validated costs, it could bring the latter amounts closer to NI'I's costs and
thus eliminate some of their potential savings. Ilowever, until sup-
porting documents are obtained from 1)OI), the impact of those costs oil
the savings estimate are unknown.

Another assumption is that the defense force structure will remain the

same. According to NITS officials, force structure reductions were not
considered in the study. Specifically, the Ni'TS savings estimate does not
reflect the impacts from the planned i)()[) 25-percent reduction in
defense spending nor the impacts of the Defense Base Closure and
Realignment Act of 1990 (P.L. 101-510). NPI' officials told us that they
did not know the impact of these items. They stated that plants would
naturally close if bases were shut down; however, they did not know if a
25-percent reduction would necessarily mean an equivalent reduction in

printing. With regard to base closures, we have identified 17 of the 338
printing plants that may be affected, per the .luly 1, 1991, closure list.
These plants represent $ 1.7 million of Nti's preliminary savings
estimate.

Implementation and A('cording to IX)1) officials, decisions regarding h(w the consolidati(n
will be implemented have not been made and will not be made until after

Costs Issues October 1, 1991, when NPi's becomes t he central 1) manager (ol" print ing
and duplicating servlces. Specifically, nto decisions have been made
regarding which plants to cut back or eliminate, or what equipment to

purchase to implement the consolidation. It is expected, however, that
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some plants and operations will be reduced or eliminated and old equip-
ment from the acquired activities will be replaced. A $20-million
increase to the NPI-p Capital Purt hases Program is anticipated in 1992
for such equipment purchases. However, ps officials told us that they
had not identified what equipment would be bought or what plants or
operations would be reduced or eliminated. Such issues, according to
these officials, will be the subject of a follow-on study. They also ,ted
that the DOD Comptroller has given them a year and a half to begin real-
izing savings.

Without decisions on how to implement the actual consolidation of
people and facilities, it is clear that the information we have on the NIpI5S

projected savings study does not reflect the full costs of achieving the
savings. Such costs could include disposing of obsolete or inefficient
equipment, resolution and development of personnel issues (more
training and transfer of staff, for example), and additional costs associ-
ated with closing down or merging facilities.

Further, we were told that NPPS, when determining the prices to charge
customers to break even in fiscal year 1992, did not factor in the higher
production costs of the facilities that would be consolidated under NPPS.

One NPPS official told us that NPPS may initially incur some losses associ-
ated with supporting these additional facilities. Another NPPS official
told us that funds, apart from the $20 million for equipment, were
included in the fiscal year 1992 budget to cover the costs of personnel
support, utility costs, and other support costs associated with taking
over these activities. This official, however, would not specify the
amount.

Impact on Commercial The Joint Committee on Printing has directed that the commercial pro-
curement of printing be maximized. Section 501 of Title 44 of the U.S.

Printing Code states that all government printing, binding, and blank-book work
(except for that of the Supreme Court of the ITnited States) shall be done
at GPo. Exceptions include classes of work that the Joint Committee on
Printing considers urgent or necessary to have done elsewhere. Para-
graph 4-2 of the Joint Committee on Printing's Government Printing and
Binding Regulations states that all authorized printing plants shall be
equipped to produce only that work not deemed commercially
procurable. It further states that all work that can be procured within
the necessary time constraints, with some specified exceptions, will be
forwarded to (oo or its Regional Printing Procurement Office for com-
mercial procurement under contracts established for that purpose.
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) and GPO officials told us that they beli:wed the proposed consolida-
tior may have an impact on the amount of printing procured through
GPO. Currently, the Army, Air Force, and PLA can procure directly from
GPO. However, after the consolidation, some officials stated that NIP.S
would make decisions whether to print work in-house or contract

through GPO. Some officials stated that they believed more work would
be done in-house to keep the NPIS crews busy and production costs
down.

Although NPPS officials told us that they procured approximately 70
percent of their work commercially through GPO, we found that reten-
tion of commercially procurable work was a concern with current NIP

customers at one NiPs activity. A June 1991 meeting between the
Director of the Defense Printing Service (Dix)-a NiPS activity-and
some of its customers was held to discuss, among other things, jobs origi-
nally sent to DPS for procurement but subsequently kept in-house at
additional costs. Some of the customers that attended the meeting told
us of instances in which DPS was allowed from four to six weeks to pro-
cure printing through GPO; however, the work was kept in-house at addi-
tionai cost. These customers told us that this work was retained to keep
DPS crc_ vs busy.

According to NAVPUB Instruction 5604.23C of 1983, NIPS activities are
authorized to retain jobs in-house if, among other things, the material is
required within a five day turn-around time. It further states that each
order must be considered on its own merit rather than expressing a hard

and fast rule based on the number of days. mxs officials told us, how-
ever, that, among other criteria, jobs are retained in-house when the
turn-around is within four weeks.

GPO officials told us that if their printing demand from the services were
significantly reduced (by 25 percent, for example), it might increase
GP',)'s cost. One official stated that if o'o knew the impact oft the consoli-
dation on printing demand, it could plan for reductions by downsizing
its activities. If it could not downsize quickly enough, prices would have

to be incre:.sed. Ite added that, under the latter circumstance, the other
executive agencies, and possibly Congress, may have to bear the price
increases that would be necessary.

Additionally, i)DO) officials told us that commercially procurable work
may be more expensive under the consolidation since, as l)art of the pro-
posed management role of NI'P,, the rest of X)) would be required to
send their commer(ial printing requirements through NII'S to G;1 ) rat helr
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than directly to G.110. NIPSofficials informed us that uinder the pro p, sed
consolidation plan, a 5.5-percent surcharge would be levied onl such
wvork. This surcharge, according to officials, will cover the salaries of
the procurement personnel and overhead for the facilities. Air Force and
[)L\% officials feel this amount far exceeds the costs for such employees.
For instance, the Boiling Air Force Base procures about $20.3 mlillionl in
commercial printing per year. Under the proposed N~iPs conditions. Air
Force officials said that the additional 5.5 p~ercent from the Navy would
add an additional $ 1 .1 million.

onclusionsThe questions of the -Joint Committee onl Printing concerning t he validityoncluionsof the consolidation's savings estimate, how and where such savings will
be realized, and the possibility that comparable savings could1( be
acohieved in other ways, still ineed to he ans-wered. In addition. issues
suich as NPPS' ability to reduce the cost of printing at other facilities, the
comparability of' the cost structures of NIT'S and the validation st udy.
and the impact of the p~lanned budget reductions and has,, clostires oni
the savings estimate also needl to be addressed.

With minimal informat ion on how the consolidation is to be imple-
mented and wit hout information on hitutire facilities and equipment.t aniy
questions onl th dw(etails of implementation costs are( p~rematutre. .;\di-
tionally, the cost-effectiveness and elfficiency of in-ho(usIe lprillii g as

compared with that )f commilercial ly 1'rocured prinlting will be an issu e
that will have to be co nsideredI if 1x)1) dlecides to ic(lde comnmrcial
lprint ing cinder the consolidation. The conflictinig claim11s of' tiS the ser.-
vices, and i U.A\ regarding the impact of th1e N1,1", m1anagemenit (of ('0 )soli-
dated ixi) printing on the costs and benefits ofc(omnwrcial printing need
to be suippor'ted 'wit h appropriate anialyses b~y all )art ies. and the so und-
ness, of those analyses w~ill nwe( to be reviewed.

lattes forWhile xil believes the consolidation of printing and duplicating finlc-
I atters for t ions miay resuilt irl someW savings, they hiave riot dli i'st rat ed, at t his

..ongressional po int , t hat such savinigs will be realized. Therefore. Co ngress should

onsid ' ration consider not pr ov iding the $20 million ini ivest ment finds tit i answers
are pro)vidled to) the ab(v qu (iest i( ns---ceeiallv tIto se regarding ho)w
the savings will he achieved, which p~lints will be reduced or ehliinated.
andl what equipment will he purchased uI1i1ier the propose'd
consolidation.
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Scope and W~e interviewed1 officials from (;i4 ), iS! lAi~_. t he A\rm v. Nav% . :\jF hwce
J~ehdooyand (IMaIrinleCorps regi Irdinl gthe Ir 5( I (cm IS()4 I ita i) I I. We visit I dI I

Metho ologyDefelse PrntingServie Offce al (I IleAIrI F wr e Pil I in I I Pant inIII1
Pentagon. adl'( the Nay ub~lishing andl( Printing Servite B raiu'hi Of)Ifice
inl \Vhite Oak. MaIryI and. We aIso) revie wed TitI le .1 (it* the I "InIited st ates
00c,. thec ()verniencit Printing anld Binding L~e"Illati1115.seric
prinlt ing gu Iidanice, the Ni'S), Junie 5. 199 1. P~roIimiiar\ Repm-on m th I( 4)i
soilididtioil of [ Xli) P~rinting, and w I htr relate (;.v)A , 1~)(o and ( service
re) rts.

Our revie-w 'was limijted becaulse 1I ihalis [14 4t ('tilled its, ill i'rent 44 )in-
so~lidatiofl study and would not provide uts with its preliilinar studyl
repor()Its andi supjporting documnentat ion lit i final (le(isions were
obtained. MdIt ie.(ecisionI[s rot fading 11(w -avinigs were exp ectedl ti

be achievel. whic(h plants andi operations m1ay* he reduced orI elimlillntd.
ad what cle('trinmi adf( trdlitijonl prnit ing eqliipmelit X)0 nIav acqirie
to implemfent the consolidationl were 114) ma~le. AVc'odingk to) \Pi$s (liii-
cials. these issules are t(o be inclulded ill a stl~- udyi~i that xwill he
perfo )rmed a ft er N ' assumles ma 1id( 'femet resl25114l51ility f 1 4 thlet

('olsolidt io n.

W'e pertorued ()Ill reviewv hetw'en May 1 99 1 antd '111iy 199 1 ill ac i

(dice ;:-it h genlerally aceted government audi(it ing -1 Ill dards.

As requested. we didI not obtain writtenl agfency t.'oilmen'Fi1 ()Ii I his repl.tr
W~e (lid Flleet wxit h 1)()[) offic'ials to dis(uss thle (')1 ilt5 ()f' this Ft 'Jt )i

h( 4xever, I tey dt'cile int d ~(iscu~ss speciflitc issi ies 1i teir 41 studl~y.
s('hedidltd to1 he ('cmillet el by the( enld oft August 199 i . wa-;s fi ilali/Al

I rilless 't v l public'ly alillotifle its colitel'its t'aFli4', 'we pill Ii)) 1'il he

(list ribuit ionl (Ift this repw4)t 1iiitil :W1 (days frm the (late ()fI this lt t ci> At
t hat I imt', wei wvill seiid tolies of1 1 his repmlrtI ()11)he Se'r'ai'v ()f I )et'ense
ad to 1w) Ither intereF(stetd par ie it' 11))1 recillest.
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Please contllact lit( at ( 202 ) 275-4587 it' yo u or Youir st i t have any q~ues-
tifn oncernl(injg this Ieot O)U t(hher IlidJor )c ((t rill I Or to (this 1-ret r an,
listed ill appendix I.

sirucerelv k frs

Dir) ectorfi, Research, D evelopment, Acqisit ioni
andi Procu i remnt IssuesiC
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Appendix I________________ _

Major Contributors to This Report

Natinal ecuity nd ichael Et. Motley, Associate Director
Natioal Seurityand Jamnes F. Wiggins, Assistant Director

International Affairs Marion Ax. ;at ling, Evaluator-in-Charge

Division, Washington, Stv artinez, Staff Evaluator

D. C.
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