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Mr. Chairman and Members of the Subcommittee:

We are pleased to provide our views on the role and missions
of the Department of Energy (DOE). The information included in
this testimony is drawn from our ongoing management review of DOE
and past work on a wide variety of DOE programs and functions
(attached is a listing of related GAO products).

In summary, we believe that this is an ideal time to
reevaluate DOE and its missions. DOE’s mission and priorities
have changed dramatically over time so that the Department is now
very different from what it was in 1977 when it was created in
response to the nation’s energy crisis. While energy research,
conservation and policy-making dominated early DOE priorities,
weapons production and now environmental cleanup overshadow its
budget. New missions in science and industrial competitiveness
have emerged. 1In addition, DOE suffers from significant
management problems, ranging from poor environmental management
of the nuclear weapons complex to major internal inefficiencies
rooted in poor oversight of contractors, inadequate information
systems, and workforce weaknesses. Thus, this agency is ripe for
change. We believe that any discussion of major restructuring
within DOE should start with basic guestions about the need for,
and the best place for implementing, each mission.

DOE’'S MISSION AND MANAGEMENT PROBLEMS

Created to deal predominantly with the "energy crisis" of
the 1970s, DOE’s mission and budget priorities have changed
dramatically. By the early 1980s, its nuclear weapons
productions activities expanded dramatically, stretching DOE to
its physical and managerial limits. Following revelations about
environmental mismanagement in the mid to late 1980s, DOE’s
environmental budget began to grow and now overshadows all other
activities. With the Cold War’s end, DOE‘s missions have
expanded to include major new activities in science and
technology transfer. With each new phase in its evolution has
come leadership with vastly different agendas for what they
believe DOE really should be and how it should be managed.

DOE also has a long history of management problems. To meet
changing mission priorities, DOE has reorganized many times in an
attempt to build a structure that integrates its activities
effectively and to overcome its management problems. DOE has
also been widely criticized for its performance in many mission
areas. For example, historically DOE emphasized nuclear weapons
production while giving little attention to the environmental
consequences. As a result, environmental cleanup will now cost
at least $300 billion by DOE’s estimates. The Department has
spent billions developing solutions to the defense and commercial
nuclear waste disposal problem, but final solutions are still not
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available. 1Its massive laboratory network needs to be redirected
in light of post-Cold War priorities, and DOE has been unable to
provide leadership in this area. At the core of many of its
management problems is its weak oversight of more than 145,000
contractor employees, who perform nearly all of DOE’s work.
Contractors work largely without any financial risk, get paid
even if they perform poorly, and DOE oversees them under their
policy of "least interference," a practice unchanged since the
Manhattan Project. Underscoring DOE‘s basic management weakness
is DOE's lack of significant workforce skills in key technical
areas, and the management information systems to oversee and
direct contractors. This is a fundamental problem reported by
us, the DOE Inspector General, and outside oversight groups.

Current DOE leadership has several efforts underway to
strengthen its capacity to manage. For example, DOE is reforming
its contracting practices to make them more business-like and
results oriented; total quality management principles have been
introduced to improve internal communications; and the Secretary
has "opened" up decision-making processes to the public in an
attempt to further break down DOE’s long-standing culture of
secrecy, which has historically shielded the Department from
outside scrutiny. DOE is also developing strategic plans aiming
to define its existing missions into key "business lines" of
emphasis around which it intends to reorganize. Although we are
encouraged by these self-improvement efforts, past DOE
initiatives often failed to make significant changes in the way
DOE operates.

GAO’S ONGOING MANAGEMENT REVIEW OF DOE

We have conducted management reviews of many different
federal agencies as part of our strategy to help agencies
strengthen their capacity to manage. For our review of DOE, we
analyzed DOE’s management and contracting practices,
organizational structure and performance in major mission areas
such as environmental cleanup and activities of the national
laboratories. As part of our management review, we surveyed 40
former DOE executives and experts on energy policy about how the
Department’s missions relate to current and future national
priorities. Our respondents included former President Jimmy
Carter (during whose administration DOE was created), four former
Energy Secretaries, as well as deputy and assistant secretaries,
and individuals with distinguished involvement in issues of
national energy policy.

Overwhelmingly, our respondents emphasized that DOE should
focus on its original core missions. These missions include
energy policy, energy information, energy supply research and
development, and operation of the Strategic Petroleum Reserve as
an instrument of energy policy. While our respondents were
divided about evenly over whether to keep the power marketing
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administrations (i.e., Alaska, Bonneville, etc.) within the
Department or to move them elsewhere, the majority favored moving
the remaining missions from DOE or sharing them with other
departments and agencies, although there was no consensus on the
nature of the realignment. Many respondents suggesting moving

- basic research to the National Science Foundation, the
Commerce or Interior departments, other federal agencies, or
a new public-private entity;

-- some multiprogram national laboratories to other federal
agencies, or sharing their missions with other agencies;

-- management and disposal of civilian nuclear waste to a new
public/private organization, a new government agency, or the
Environmental Protection Agency;

-= nuclear weapons production and waste cleanup to the Defense
Department, the Environmental Protection Agency (waste
cleanup only), or a new government agency;

-- environment, safety, and health activities to the
Environmental Protection Agency or other federal entities;

-= arms control and verification to the Defense Department, the
State Department, the Arms Control and Disarmament Agency,
or a new government nuclear agency:;

- industrial competitiveness to the Commerce Department or a
public/private organization; and

-- science education to the National Science Foundation or
another federal agency.

We have looked more closely at two areas where alternatives
to the current DOE structure warrant serious attention: DOE’s
environmental cleanup program and the national laboratories.

In the environmental area, DOE faces the daunting task of
Ccleaning up the contamination resulting from half a century of
nuclear weapons production. The costs of restoring the nuclear
weapons complex to a safe and stable condition are estimated by
DOE to be at least $300 billion. Developing new technology will
help cut costs, as will improved management efficiencies. These
measures alone, however, will not allow DOE to meet its current
cleanup commitments under conditions of budget restraint. DOE
now acknowledges that it will need to change its current process
and work toward developing a national risk-based strategy that
results in a more cost-effective approach to environmental
cleanup. Unfortunately, DOE’s past history of contamination,
along with its contracting problems, make it unclear how
successful DOE’'s new process will be.
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We are also examining the roles and missions of DOE’'s
national laboratories and the Department’s management of them.
We found that DOE needs to better define the roles of these
important research facilities, which now face a "lack of focus
and coherence," as a recent DOE advisory group observed, in the
face of new post-Cold War realities. These laboratories were
created to develop nuclear weapons and conduct basic energy
research, but have since diversified into non-DOE mission areas
and are now expected to help industry become more competitive.
DOE does not manage them in a way that promotes progress toward
its goals or helps them become more efficient. Rather than
developing strategies to help the laboratories translate missions
into responsibilities, DOE addresses missions through individual
programs, making it difficult for the laboratories to work
effectively on broad, cross-cutting issues, which the
laboratories are particularly well suited to undertake. DOE has
also made it difficult for laboratories to balance their research
and administrative responsibilities, define what they are
accountable for accomplishing, and deal with the Department’s
proliferating oversight reviews. These problems limit the
laboratories’ ability to function effectively and compete with
other research facilities.

Mission changes and management problems are not new, and the
need for clear goals and better relationships among the
laboratories and DOE headquarters has been raised for several
years. Alternative ways of managing and structuring the
laboratories may need to be considered for the future. For
example, proposals suggested or debated during our review range
from consolidating or converting some laboratories, particularly
those working closely with the private sector, into independent
entities to transferring the responsibility for one or more
laboratories to another agency, whose responsibilities and
mission are closely aligned with those of a local DOE laboratory.

CONSIDERATIONS IN CHANGING DOE MISSIONS

As a starting point, the following series of questions could be
addressed:

] Which missions should be eliminated because they are no
longer a valid government function?

e For those missions that are inherently governmental, what
organizational arrangement would be best suited to achieving
these missions?

L Could the private sector perform some of these missions
better?

Deciding on the best place to manage DOE missions involves

4



assessing the advantages and disadvantages of various structures,
on the basis of their potential for achieving the missions and
gaining efficiency. Potential efficiency gains from moving parts
of DOE to other agencies need to be balanced against the policy
reasons that led to the original structure. Moving DOE missions
to other federal entities--such as assigning the weapons complex
to the Defense Department--will clearly affect the missions of
the "gaining" agency. In addition, some DOE missions--in science
education, technology competitiveness, and environmental waste

for example--might best be combined with missions from other
agencies.

This concludes my prepared statement, Mr. Chairman. I would
be pleased to respond to any questions you or other Members of
the Subcommittee may have,
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