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ON SOCIAL SECURITY ORGANIZATION
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The Honorable Dlan Rostenkowski
Chairman, Committee on Ways and Means
Noi.se of Represent at ives
Washington, D.C. 25U1'

Dear Mr. Chairman:

The Social Security Amendments of 1961, P.h. 98-21, established it
Joint study panel under the authority of your committee and the
Committee on Finance of the 11nited State.. Senate to undertake a".thorough study with respect to the Implementation of removing the
Soct.ti Security Administration frum the Departm ent of Ilealth and 1hlm,,n
Servictis and establihiring it as an Independent agency in the executivit
branch with Its own Independent Administrative structure, including
the possibility of such a structure he.ided by a hoard appointed by the
President, by and wi th the advice and consent of the Sena.te.*

The law directed the Panel to address, analyze, and report on
1) the manner in whi 'h the transition to an Independent agency wotild
he. conducted, 2) the authorities which wotild have to be transferred or
amendrpd In such a transition, 3) the program or programs which would
be Incltided in the new agency, 4) the Iegal and other relationships of
the new agency with other organizations, and S) any other detalls
which may he necessary for the development of appropriate legislation
to establiqh the Social Security Administration au an Independent
agency.

Pursuant to this mandate, the Panel hereby transmits Its Report
of the findings of our study, Including our recommendations for the
program responsibilities, administrative structure and the management
authorities most appropriate for an independent Social Security
Administration. The Report also Includes a suggested transition plan
and a draft bill implementing our recommendations.
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I'REFACE
The Congressional Panel on Social Security Organization was es-

tablished by Public Law 98-21, the Social Security Amendments of
1983. The Panel was directed to undertake a "thorough study with
respect to the implementation of' removing the Social Security Ad-
ministration from the Department of' Health and Human Services
and establishing it as tin independent agency in the executive
branch with its own independent administrative structure, includ-
ing the possibility of' such a structure headed by a board appointed
by the President, by and with the advice and consent of the
Senate." (Appendix A includes the section of P.L. 98-21 that man-
dates the Panel's study. It also includes an excerpt from the Con-
ference Report and excerpts discussing the Social Security Admin-
istration as an independent agency from two recent national com-
missions set up to study social security.)

P.L. 98-21 directed the Panel to report the findings of its study,
together with any recommendations it considers appropriate, to the
Committee on Ways and Means and to the Committee on Finance.
In addition, the authorizing amendments specified that the Panel's
study should consider:
0 the manner in which the transition to an independent agency

would be conducted;
0 the authorities which would have to be transferred or amended

in such a transition;
"• the program or programs which would be included within the ju-

risdiction of the new agency;
"• the legal and other relationships with other organizations which

would be required of an independent social security agency;
and

"* any other details necessary for the development of legislation
setting up an independent agency.

While the House-passed version of the 1983 amendments called
fbr a study of the "feasibility" of an independent agency, the
Senate version and the final bill specified clearly that the Panel's
study should concentrate on "implementation" of an independent
social security agency.

Consistent with the instructions of the law, the Panel has not
weighed the merits of independence for the Social Security Admin-
istration as compared to its continued presence in the Department
of Health and Human Services. Though the Panel s recommenda-
tions presume independence, they should not be interpreted as an
endorsement of it. Nor does the Panel endorse retention within the
Department of Health and Human Services.

oixf
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i. rim. A(;ENCY AND ITS PRO(;RAMS

The Social Security Administration ISSAI is one of the largest
Federal agencies, with 84,,000 employees in its central offices and at
more than 1,300 'field offices and regional operating centers
throughout the nation. Federal benefit payments and SSA's other
expenditures for fiscal year 198I5) are estimated at $200 billion, of

A-4 which 1.75 percent pays for administration. SSA estimates that in1985 the programs it administers will send about 600 million
checks to some 4(0 million recipients. In addition, the agency will

7 process 6.2 million new claims for benefits and take nearly 60 million
actions to keep the benefit rolls current.

The vast majority of SSA's resources are expended in carrying
out its program responsibilities for the old-age, survivors, and dis-
ability insurance [OASDIJ programs and the supplemental security
income [SSIJ program. Social insurance paid through OASDI pro-
grams provides primary cash benefits for retired and disabled
workers and their survivors and dependents, and the SSI program
provides a uniform Federal benefit to needy aged and disabled per-
sons with little or no other income and resources.

SSA also administers part of the black lung program and has
oversight responsibility for the programs of aid to families with de-
pendent children [AFDC), child support enforcement [CSEI, refugee
resettlement, and low income home energy assistance. Benefits and
services under these latter four programs are generally provided by
State and local governments; SSA is responsible for insuring State
compliance with Federal law and regulation. Finally, SSA also pro-
vides administrative services to other Federal agencies for which it
is reimbursed. In fiscal year I983, SSA utilized 87,900 workyears on
OASDI and SSI (98.4 percent of total workyears) and 1,400 work-
years on AFDC, CSE, and other programs. (See Appendix E for a
concise history of the programs and organizL:tions of SSA.)

Prior to the midseventies, SSA was considered one of the premier
Federal administrative agencies for operating efficiency and qual-
ity of' public service. Since then, for a number of' reasons, SSA has
lost its public reputation for administrative excellence. During the
past decade SSA:
e experienced serious problems in implementing the major welfare

reform provisions of the SSI program;
* was unable for a prolonged period to take decisive and sustained

action to upgrade its deteriorating computer systems, which
threatened the agency's ability to carry out its mission;

9 took corrective action to reduce erroneous benefit payments and
to decrease delays in processing backlogs of earnings reports

~IiJ
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only after such administrative Ihilings had received widespread
public attention and criticism;

a bore the brunt of a decline in public confidence in social security
resulting from the two major financial crises the program
Ihced in the late seventies and early eighties;

o became inundated with appeals and mired in conflicts with the
States and Federal courts over the administration of congres-
sionally mandated reviews to determine continuing eligibility
of disabled beneficiaries, large numbers, of whom successfully
appealed the loss of benefits;

0 was subjected to congressional and other complaints that the
quality of' public service was declining:

* was unable to maintain a strong sense of organizational mission
due, among other reasons, to frequent turnover of top level
managers and disruptive internal reorganizations.

Concurrently, the social security programs became newly vulner-
able to critical attention from political leaders-Presidents, Secre-
taries of Health and Human Services, Members of' Congress-be-
cause, rather than being reliably self-supporting, they were unpre-
dictably threatened with well-publicized revenue shortages, Fur-
thermore, in an era of sustained high inflation and very large Fed-
eral budget deficits, Presidents of' both parties have placed particu-
lar emphasis on the need to control Government spending, especial-
ly in entitlement programs, and, for the first time in their history,
the social security prograiis became the target of' cuts. Because
they account for so large a share of domestic spending in the Fed-
eral budget (30 percent in 1985), because their outlays have grown
rapidly (from $30.9 billion in 1970 to nearly $200 billion in 1985),
and because the financial condition of the trust funds depends
heavily on the performance of the economy, the social security pro-
grams will undoubtedly remain under scrutiny and susceptible to
controversy.

National debates over soc-' I security's financing problems appar-
ently have undermined public confidence in the social security pro-
grams. For example, a poll conducted by Peter D. Hart Research
Associates in 1980 found that 61 percent of nonretired respondents
had little confidence that funds would be available to pay their re-
tirement benefits. Almost three-quarters of those between 25 and
44 expressed such doubts. However, bipartisan legislation in 1983
shored up the program's financing. Actuarial estimates in the 1984
report of' social security's Board of' Trustees, assuming moderately
favorable economic and demographic conditions, show the pro-
grams to be adequately financed through the next 75 years. Indeed,
if realized, these assumptions would result in a large buildup of' the
trust funds from the early 1990s until the baby boom generation
begins to retire in about 2010. This large trust fund balance would
help to finance benefit payments in the middle decades of the next
century and is necessary to show long-run actuarial balance in the
program.

!1. PROPOSALS FOR INDEPENDENCE

Bills to make SSA independent of the Department of Health and
Human Services [DHHS] were introduced in Congress starting in
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the early seventies. Congress took no action on them, but mandat-
ed the present study after two national commissions addressed the
question of independence.

The National Commission on Social Security, established pursu-
ant to the 1977 social security amendments, recommended in 1981
that an independent agency be created in the belief that "signifi-
cant improvements in the operation of social security and related
programs and the public's understanding of those programs would
result." The majority of members of the National Commission on
Social Security Reform [the Greenspan Commission] concluded, in
19831, "as a broad, general principle-that it would be logical to
have the Social Security Administration be a separate independent
agency, perhaps headed by a bipartisan board." It noted, however,
that it had not had time to look into the various complex issues
involved in establishing an independent agency and recommended
a separate study.

Most proposals for independence have recommended a biparti-
san, three-member board as an organizational form. This was
SSA's original organization, and it prevailed from 1935 until 1946,
when, under a reorganization plan of the Truman administration,
the board was superseded by a single administrator. Proponents
argue that a bipartisan, plural executive would tend to insulate the
social security programs from sudden, imprudent shifts in policy
and wculd restore public confidence in the programs. Because
there is a historical precedent for this form, and because it has cur-
rent advocates, the Congress specifically asked the Panel to consid-
er it. Were a board to be established, it would be in charge of both
policymaking and administration for social security, and it would
appoint an executive head of the program to whom responsibility
for administration would be delegated.

III. CRITERIA FO(R ANALYSIS AND CHOICE

At the beginning of its study, the Panel agreed on criteria it
would use to guide analysis of options to be considered and issues
to be resolved in setting up an independent social security agency.
These criteria were made available for comment to experts on gov-
ernment organization and management, to DHHS, and to interest-
ed groups representing SSA employees and senior citizens. Then
the Panel held six public meetings and heard from 53 expert wit-
nesses (listed in appendix D) as a means of gathering information
and advice, as well as comments on the Panel's proposed decision
criteria. The following are the principal tests to which the organi-
zational principles for an independent social security agency were
subjected:

Operational efficiency and effectiveness
SSA is a large Federal agency with operations that affect virtual-

ly every citizen. Efficient and effective administration of the social
security programs-its core functions-represents a major national
priority.
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Policy coherence
Coordination among the Federal Government's income support

programs is highly desirable and may be affected by the distribu-
tion of functions among and within agencies of the executive
branch.

Accountability
It is a fundamental principle of our democratic system of govern-

ment that executive agencies shall be accountable to political lead-
ers, who in turn are made accountable to the electorate by means
of regular and frequent elections. Supervision of executive agencies
in the Federal Government comes from many sources. It is carried
out by Presidents, their immediate staffs, and the control agencies
of the executive branch; by Congress and its staff agencies, includ-
ing the General Accounting Office [GAOl; by the courts; and even
to some extent by citizens and public interest groups. One of the
Panel's central concerns was to assure full accountability of the
social security agency to the Congress and the President, while at
the 3ame time achieving an appropriate balance within the execu-
tive branch between central controls and managerial discretion.
Continuity of leadership

SSA has had nine Commissioners in the past dozen years; four of
the nine, including the incumbent, have served only in an acting
capacity. SSA has undergone several reorganizations since 1975,
one result of which was to encourage departures of top-level per-
sonnel. This experience seriously disrupted the organization and
adversely affected the morale of its employees, and it is in sharp
contrast to SSA's previous history during which its leadership was
exceptionally stable. No organization can perform well if it under-
goes incessant changes of top staff and leadership. It is urgent to
restore to SSA at least that degree of stability in its executive lead-
ership implied by the President's constitutional term of 4 years and
to provide for longer term stability in its corps of policy and man-
agement officials.

Public confidence
Because advocates of independence for SSA have argued that a

change of organizational form would improve public confidence in
the social security programs, the Panel sought to weigh the possi-
ble effects of various organizational changes on public perceptions.
It has concluded that confidence depends, in the last analysis, on
the fundamental financial soundness of the programs and on the
public's perception that changes in the programs are made with
due regard for both their immediate and long-term effect on the
benefit structure.

The Panel did not attempt to order these criteria in importance,
and it recognizes that in practice some of them may conflict. For
example, the effort to improve the accountability of executive agen-
cies in our Government fosters extensive central controls over such
activities as hiring and promotion practices, major procurements,
and acquisition and management of office space-detailed controls
that, when imposed from a Government-wide perspective upon any
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particular agency, are likely to result in inefficiencies. Neverthe-
less, to the extent possible, the Panel's recommendations attempt
to satisfy all of these criteria.

IV. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

The recommendations of' the Panel, stated below, are explained
in subsequent chapters of this report. In addition, a draft bill to es-
tablish an independent agency and a suggested transition plan are
included as appendices B and C. The Panel's recommendations are:
* To assure a coherent operational mission, a newly independent

social security agency should be responsible for administer-
ing the old-age, survivors, and disability insurance and the
supplemental security income programs. Other programs now
administered by the Social Security Administration should
remain in the Department of Health and Human Services. No
program (including medicare) currently administered by an-
other agency should be brought into the social security
agency (chapter III).

* To achieve accountability and management effectiveness, the
new social security agency should be headed by a single Ad-
ministrator ot high rank, with a statutory term of 4 years, eli-
gible for reappointment. The Administrator would report to
and be appointed by the President by and with the advice and
consent of the Senate. This Administrator should have proven
competence as a manager of large organizations and knowl-
edge of Federal Government operations. The 'position of Ad-
ministrator should be established at Executive Level 11, with
concomitant authority and enhanced administrative and pro.
fessional stature so as to encourage continuity in top man-
agement (chapter IV).

* To promote independent review and encourage broadly based
policy analysis, a permanent Social Security Advisory Board
should be established within the new agency. Its functions
would be to oversee management and assess policy issues in
social security and to advise the Social Security Administra-
tor, the President, and the Congress on important develop.
ments. Some of the more important functions of the Board
would be: (1) To make independent assessments of the annual
reports of the Board of Trustees, major studies on social se-
curity, and proposed legislation; (2) to engage in public dialog
and education about social security; and.(3) to suggest to the
President names to consider in selecting his nominee for the
position of Social Security Administrator. This Board would
consist of nine members, no more than five of whom may be
of the same political party. Five of the members would be ap-
pointed by the President (no more than three from the same
political party), and, to reinforce bipartisanship and congres-
sional participation, two of the Board members (one from
each political party) would be appointed by the Speaker of
the House, and two other members (one from each party)
would be appointed by the President pro tempore of the
Senate. All Board members would be subject to Senate confir-
mation. They would be appointed for 6-year terms, with stag-

35-323 0 - 84 - 2
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gered terms for the initial Board members, and would be eli.
gible for reappointment. The Board Chairman would be desig.
nated by the President. This Board would be part time, with
regular meetings held at least bimonthly (chapter IV).

To strengthen the management of the new social security
agency and to improve operational accountability, the Con.
gress should delegate to the Social Security Administrator se-
lected management authorities available under current law.
Specifically, Congress should direct delegations of essential
authorities from the General Services Administration and the
Office of Personnel Management for: (1) Automated data
processing/information resources management, (2) adminis-
trative services, and (3) personnel management. Furthermore,
the Congress should enact legislation providing the Social Se.
curity Administrator greater flexibility in budget formulation
and execution. Specifically, the agency's budget should be
submitted to Congress biennially, and the personnel require-
ments included in its administrative budget should be based
on a workforce plan rather than on personnel ceilings. At
the earliest practical date following enactment of legislation
the President should select an Administrator for the agency.
In the interim, the Commissioner or Acting Commissioner of
Social Security would serve as Acting Administrator and
would establish a transition task force and conduct the tran-
sition until such time as the Administrator is confirmed. The
Acting Administrator would also begin to develop a plan and
negotiate criteria to evaluate the results achieved by the
newly constituted Agency and would begin to negotiate ap-
propriate oversight roles for the central management agencies
(chapter V).



CHAPTER II.-THE SOCIAL SECURITY ADMINISTRATION: ITS MISSION,
CHALLENGES, AND PROBLEMS

I. INTRODUCTION

In the course of its study, the Panel was impressed by SSA's
unique mission and by its accomplishments, under often adverse
circumstances. At the same time, the Panel received evidence of se-
rious and widespread problems affecting SSA's ability to fulfill its
mission, serve its clientele, and operate efficiently and effectively.
In addition to testimony from witnesses, the Panel had access to
numerous official and semiofficial evaluations of SSA's operations
conducted by the GAO, the President's Private Sector Survey on
Cost Control (the Grace Commission), the Congress (in oversight
hearings), and private contractors. Based on these assessments the
Panel concludes that the correction of widespread operational prob-
lems and planning for the future constitute major managerial chal-
lenges for the social security agency, whether it is made independ-
ent of DHHS or remains inside the Department.

SSA's network of field offices is an important contact point with
the Federal Government for a large and growing share of the popu-
lation. Except possibly for the Internal Revenue Service [IRS], no
other Federal agency touches so many people or has so direct and
profound an effect on their daily lives. Accuracy and reliability of
payments, responsiveness to public inquiries, and the accessibility
of local offices all can vitally affect the well-being of the public and
influence its perception not just of SSA but of the Government as a
whole.

While some contacts in SSA field offices are routine, many are
highly significant and fraught with emotion--applications for sur-
vivors or disability benefits, for example. Even those that are rou-
tine are often' time consuming and complex and add to the stress
and high activity level generally found in social security offices. At
any given moment the waiting room may include:
"• a retiring household worker who is there to apply for her social

security benefits and for SSI as well as for medicare (and to
have medicaid and food stamps explained to her for possible re-
ferral to the local welfare office),

"* an unemployed 62-year-old who has come to apply for retirement
benefits but is concerned about how the work test would affect
those benefits if he should get a part-time job,

"* a disabled beneficiary called in for a continuing disability review,
"• a frazzled mother with raucous youngsters trying to acquire

social security account numbers in order to establish bank ac-
counts for them,

"* an uneducated itinerant called in for an annual redetermination
of his SSI eligibility,

(7)
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"* an elderly widow whose monthly benefit check did not arrive on
time and who fears that it may have been stolen from her
mailbox,

"* a bewildered octogenarian with a spate of medical bills who
needs help in filing for medicare reimbursement,

"* an irate beneficiary who cannot understand the notice he has re-
ceived informing him that he has been overpaid,

"* a grieving widower who is unsure whether his deceased wife
worked long enough for social security coverage and whether
his teenage daughter will receive benefits.

The agency's mission, the operational and management deficien-
cies that have been documented, and the challenges facing it con-
clusively demonstrate the need for legislative action to strengthen
SSA and bring it to operational and management excellence. This
major challenge will require concentrated efforts over a long period
of time from both the executive branch and the Congress.

II. THE MISSION OF SSA

Sooner or later in the course of a lifetime virtually everyone
deals with SSA. To grasp the operational challenge the agency
faces, one must appreciate the social significance and tremendous
volume and complexity of its work.
* The issuance and proper authentication of original and replace-

ment social security cards have taken on great signficance
with the ever-increasing uses of the social security account
number. The numbers are now used for employment and tax
purposes, identification of bank accounts and various financial
transactions, school identification, drivers licenses, and other
public and private uses. SSA issued over 6.7 million new social
security cards last year and issued another 6.6 million dupli-
cate or replacement cards. Upgrading the issuance procedures
and maintaining the integrity of the account number system is
one of SSA's primary obligations.

* SSA must receive, process, and keep up to date earnings records
of virtually everyone in the country who is employed. This in-
formation is used to establish eligibility for and determine the
amount of social security benefits. The wage reporting system
was changed in 1978 from a quarterly to an annual process-a
monumental change that was accomplished in a relatively
short time. Since SSA now processes W-2 forms for both SSA
and IRS purposes, its operations in this area are also essential
for verification of tax liability. For 1983, SSA will have re-
ceived and posted about 170 million reports of earnings for 117
million workers.

* Social security benefits form a basic part of the personal finan-
cial planning of most workers and their families, and medicare
provides the underpinning for their health care in old age and
disability. People of all ages seek information from SSA about
how social security and medicare will affect them. Last year,
SSA received about 40 million inquiries from the public
throughout the country. Over 50,000 of these were special con-
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gressional inquiries on behalf of constituents seeking assist-
ance.

* While about half the country's population are active workers
whose earnings are recorded by SSA and whose social security
taxes finance benefit payments, almost 1 of every 6 persons, or
about 36 million people, currently receive social security bene-
fits or are covered by medicare. In addition, some 3.9 million
beneficiaries receive monthly SSI benefits, including 2 million
persons who receive no social security benefits. The programs
which form the core of SSA's responsibilities represent critical
income support to some 40 million people, and issuance of a
correct and timely payment to each person is the agency's
paramount objective. In fiscal year 1983, SSA received and
processed over 5.5 million applications for benefits and added
3.7 million people to the social security benefit rolls, 1.7 mil-
lion to the medicare rolls, and 0.4 million to the SSI rolls. In
the years ahead, as the population grows and ages, these num-
bers will increase.

* The beneficiary population is a diverse and changing group, and
the benefit provisions of SSA's programs have become exceed-
ingly complex. Insuring the accuracy of the monthly payment
of' each person on the rolls constitutes one of SSA's biggest con-
tinuing challenges. Of the 36 million beneficiaries, 2.9 million
are disabled workers and their spouses, 3.6 million are chil-
dren, 5.1 million are widows and widowers, and 24.4 million
are retired workers and their spouses. Each beneficiary catego-
ry has specific entitlement and termination provisions to be
tracked, and some provisions are applicable to all categories.
Some beneficiaries have earnings that affect their social securi-
ty benefits, and SSA has to deal with 1.2 million reports of
beneficiary earnings every year. SSA must keed track of re-
marriages, new addresses, deaths, and many other changes in
order to pa' proper benefits. In 1983, SSA processed almost 66
million such changes. Reviews of continuing eligibility for dis-
ability benefits and for SSI benefits normally involve about 3.8
million annual redeterminations of status under these pro-
grams.

The work of the agency is performed by 84,000 employees in
1,300 field offices, 10 regional offices, 6 program service centers,
and the central office complex in Baltimore. While SSA's mission
centers around issuing account numbers, maintaining earnings
records, and making benefit payments, the agency also has signifi-
cant staff support functions. These functions are complex and es-
sential to SSA s operating mission:
* Programmatic support functions: Policy analysis and legislative

development, research and statistical studies, regulations de-
velopment, actuarial analysis, quality control and appraisal,
prevention of fraud and abuse, an independent process of fair
hearings and appeals, and analysis and development of
systems methods and procedures.

* The usual administrative staff services such as: Budget formula-
tion and execution, personnel and labor relations, manage-
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ment planning and analysis, and facilities and material
resource management.

Ill. SSA'S OPERATING AND MANAGEMENT PROBLEMS

The efficient and effective delivery of public service, timely and
accurate benefit payments, and accomplishment of all of SSA's pro-
gram and operating responsibilities depend ultimately on the qual-
ity of the agency's managers and its employees. Strong managers,
dedicated workers, and effective procedures and tools are necessary
for SSA to produce first-class work. Despite its efforts, SSA has, in
the critical areas listed below, been unable to resolve numerous op-
erating and management problems or to act on opportunities for
improved performance and productivity-often for reasons beyond
the agency's control. The result has been labor-intensive, error-
prone operations and lost opportunities for improved public service.
Computer system deficiencies

Despite its large computer installations, many of SSA's complex
operations are basically labor-intensive, manual processes because
the agency has not adequately kept up with state-of-the-art com-
puter technology. The extent to which computer technology is ap-
plied to SSA's workloads varies: Generally, the vast majority of
routine claims transactions are automated, but complex transac-
tions frequently require substantial manual processing. Hence, a
large segment of the work force is engaged in manual processing of
work that logically should be automated. A 1979 report from Bolt,
Beranek, and Newman, Inc., analyzed the impact of computer as.
sistance on SSA field office operations (where about 40,000 people
are employed) and identified activities that could be automated
with ultimate savings of about 10,800 positions. The six program
service centers across the country (which employ about 15,000
people) and the Baltimore-based central records and disability oper-
ations (which employ over 11,000 people) are other labor-intensive
operations using manual processes that could be automated.

Notwithstanding numerous studies and efforts over the past
decade, SSA has not increased automation in its manual processes
at a pace fast enough to keep ahead of growing workloads. In 1975,
Commissioner James B. Cardwell formed the Office of Advanced
Systems [OAS] to comply with President Ford's request in 1974
that SSA review its systems. Improved technology was expected to
offset dependence on ever-increasing numbers of employees to per-
form new functions assigned to the agency. OAS proposed exten-
sive automation, such as computer terminals on field office employ-
ees' desks beginning in the early 1980s. However, after spending
about $17 million, SSA abandoned this effort in 1979. In 1977, SSA
initiated an effort outside of the OAS project to redesign some of
its systems in order to realize substantial improvements in comput-
er system support. On February (0, 1981, GAO reported that al-
though substantial effort and resources were invested in this
"RSDHI redesign project," it was largely unsuccessful. Inadequate
planning and management of the project and inadequate validation
of changes were the primary reasons for the project's failure.
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In early 1982, Commissioner John Svahn published a Systems
Modernization Plan [SMPJ for overhauling SSA's systems through
the use of modern technology. The early stages of the SMP have
been vague on when and how it will integrate SSA's programs and
eliminate the inefficient, manual, error-prone processes that exist
due to current systems limitations. GAO s May 28, 1982, report on
the SMP pointed out that SSA continues to lack an agencywide
long-range planning process, and this could prevent the SMP from
responding adequately to future agency and program needs. Acting
Commissioner Martha McSteen recently initiated efforts to remedy
SSA's deficiencies in long-range planning.

The SMP is SSA's latest effort to modernize its computer sys-
tems. Although computer hardware has been significantly upgrad-
ed under the SMP, the greatest improvements in efficiency and ef-
fectiveness from modernization will come from automating labor-
intensive processes. Implementation of these improvements will
demand skillful management because of the substantial changes i'e-
quired in SSA's operations and the consequent trauma such
changes may have for the organization and its employees.

Management information system deficiencies
SSA's management information systems are fragmented, uncoor-

dinated, and limited in coverage, and they generally do not provide
timely, accurate, and reliable information to those individuals who
can take direct action to resolve problems. For example, the only
systematic measurement of the quality of public service consists of
data on the processing time and accuracy of initial claims work-
load,. However, these data are not statistically reliable at the indi-
vidual office or employee level and by themselves go only part way
in assessing the quality of public service. Managers in SSA's field
offices have to develop and operate manual information systems to
manage workloads and staff because the existing systems do not
meet their needs.

Over the past decade, SSA has improved some data and reports
produced for the agency's managers. Further necessary improve-
ments in management information systems will require improve-
ments in SSA's computer systems. SSA's efforts to modernize its
systems have included management information as a secondary
priority and have not yet been completed. However, Acting Com-
missioner McSteen has recognized the deficiencies in the present
management information systems and has made the design and im-
plementation of reliable systems one of SSA's major objectives for
the next 5 years.

SSA staffing problems
SSA's problems in hiring, training, and retaining highly skilled

technical personnel to design and install computer systems have
been widely publicized. However, the agency also has problems
with staffing in its field offices, the critical points in the delivery of
quality public service. Personnel ceilings and the court-ordered ban
on the Professional and Administrative Career Examination
[PACE) for recruitment have made it difficult to acquire high cali-

r staff for career entry jobs at a time when the complexity and
difficulty of SSA's work are increasing. SSA is either not competi-



12

tive in the salary it can pay or cannot offer career positions to good
candidates. It has thus been forced to rely primarily on internal
promotions of clerical employees to fill its technical and profession-
al ranks in the field offices. Yet, according to some office managers,
the pool of promotable clerical employees has been depleted.

Over the years, SSA's work has become more complex, and its
need for high quality staff has increased. Inadequate computer
system support has increased the amount of manual work and
made the programs more difficult to administer. Problems with the
quality and utility of SSA's instructions, forms, and training and
with inadequate office space further contribute to a difficult work
environment. A September 1983 report by the private consulting
firm Deloitte, Haskins, & Sells under an SMNP contract pointed out
that there are "problems in developing and maintaining high em-
ployee morale and proper organizational attitudes."
Policy and procedural instructions problems

The volume of new or changed instructions often overwhelms
field office personnel. Due to continuing legislative and court-or-
dered programmatic changes, administration of the social security
programs has become extremely complex. While administrative
complexity is an inherent feature of large government programs,
SSA s system for issuing instructions to the field, designed to carry
out these mandated program changes, is disorganized and confus-
ing. As a result the field office work environment has become need-
lessly complex, and the current utility of many chan Yes in instruc-
tions is marginal. (Acting Commissioner McSteen has made im-
provement of programmatic issuances one of her principal long-
range objectives.)

In 1978, SSA began an effort to consolidate over 200 manuals
into a comprehensive Program Operations Manucal System [POMSJ
in response to employee complaints that there were too many in-
structions from too many sources. The Grace Commission reported
that POMS is a large (some 25,000 pages over 4 feet thick) compre-
hensive document with over 12,000 revisions in 1 year. Operating
personnel do not have time to read and file all of the revisions and
amendments. POMS issuances are frequently amended by bulletins
which are not in the POMS format and do not replace pages in
POMS.

In July 1977, field office employees reported that the part of
their job they liked the least and spent the least time or (but felt
they should spend more time on) was keeping current with instruc-
tions. If in fact employees are unable to keep current on instruc-
tion changes, there is a danger that SSA's national programs may
not be uniformly administered.

Office space problems
Convenient location, adequate waitng areas, privacy for inter-

views, and an overall businesslike office appearance are desirable
for SSA's field offices. However, SSA must rely on the General
Services Administration [GSA] for its office space needs, and GSA's
response has been lethargic and erratic. GSA's criteria and agenda
have taken precedence over SSA's mission and operating needs,
limiting SSA s ability to conduct its operations. Despite pressure on
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GSA from SSA, including the loan of SSA personnel to reduce
backlogs of space requests, and from the Congress in hearings con-
ducted in 198(0 and 1981, GSA has provided more promises than
service. Improvement in service in fiscal year 1982 was not sus-
tained in 1983. According to one SSA Regional Commissioner, as of
February 1984 the number of critical office space cases is increas-
ing, and GSA is failing to provide even marginally acceptable serv-
ice.

IV. FUTURE CHALLENGES

SSA must remedy these operational deficiencies. Furthermore,
the agency must be ready to respond to even more challenging
future changes in technology and a rapid growth in caseloads (the
number of beneficiaries will more than double over the next 50
years). Among the many policy and operational issues that SSA
will face, the Panel believes that three critically affect program op-
erations and management:

Designing, implementing, and maintaining state-of-the-art comput-
er-based operationaland information support systems

Meeting this challenge is essential to the agency's administrative
mission. In addition, successful implementation will have a major
impact on the type and number of personnel the agency employs.
As computerization progresses, difficult issues of personnel recruit-
ment, training and redeployment will face this large agency, in-
cluding a possible need to decentralize certain large operations.
Defining and achieving an acceptable level of public service

The establishment of appropriate service levels for applicants
and beneficiaries represents a continuing challenge for SSA. How
far should the aged and the disabled have to travel to reach a
social security office? How long should they expect to wait in an
office? How much assistance should be provided in obtaining neces-
sary documents? How long should it take from filing of an initial
claim to receipt of the first payment? What is an acceptable error
rate? What should the public reasonably expect in terms of person-
alized attention from an agency that will necessarily become more
automated in the future? In recent years, the answers to such ques-
tions have been largely budget driven. For example, SSA arranges
for payments to third parties who agree to act on behalf of benefici-
aries unable to manage their own funds. Recently, due to insuffi-
cient funding, SSA's monitoring program to insure that the pay-
ments actually are being used for the benefit of the intended recipi-
ent has been dormant. As a result, pressures have been brought to
bear through court cases and legislative proposals to restore a rea-
sonable level of representative payee accountability.

In general, there appears to have been very little articulation of
what the desired levels of public service should be, and thus there
are no well-formed goals in this area. Some witnesses before the
Panel advocated that the social security field offices become one-
stop service centers-central locations for citizens to receive or in-
quire about the range of possible services available from the entire
spectrum of government human services programs, even beyond
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services to the elderly and disabled and beyond Federal programs.
While the concept has an intuitive appeal, creating such a one-stop
service network would be com plicated and expensive.

The Grace Commission study of SSA recommended reducing the
number of field offices from 1,300 to 500. This would tend to reduce
face-to-face interviews (because of the inconvenience of traveling
greater distances) as a way to respond to inquiries from benefici-
aries and the public. Increased depersonalization of service would
result since larger offices would lend themselves to the mass han-
dling of claimants and would place greater reliance on mail and
telephone service. In general, establishing proper national policy
requires careful consideration of how the agency defines public
service and the level it should provide.
Implementing new legislation

Most legislative changes affect program operations and manage-
ment. During the past 10 years SSA has experienced successes and
failures-with the latter attributable not only to insufficient lead
time and a lack of adequate congressional recognition of the admin-
istrative burdens imposed by some legislative provisions, but also
to insufficient tools and manpower. For example, the provision in
the 1983 social security amendments that taxes social security ben-
efits of some recipients also mandates that each beneficiary be pro-
vided an annual statement of his benefits. As a result, field office
workloads will rise, as thousands of beneficiaries, most of whose
tax liabilities will not be affected, visit the offices for explanations.
SSA will have to meet this challenge during a period of already
high workloads without any additional staffing.

The Panel believes that the foregoing major tasks constitute the
most immediate operational and management challenges facing the
agency, but beyond them lie new,' additional policy issues that in
turn will create new administrative burdens. As these policy issues
are considered in the executive branch and the Congress, the
agency must provide leadership in evaluating their programmatic
and administrative consequences.
Equity for women

The appropriate level of benefits for women is a major policy
issue. Because of increased labor force participation by women,
high divorce rates and other social, demographic, and economic
forces, the system of auxiliary benefits established for social securi-
ty in 1939 is increasingly perceived as inadequate or inequitable.
Also, elderly women constitute one of the poorest groups in the
total population, which heightens concern about the level of social
security benefits for women. An extended debate is likely over po-
tential changes in the benefit structure. One such change involves
the sharing of earnings between spouses and would greatly in-
crease administrative complexity.
Proper age for full-benefit retirement

Increasing longevity raises questions about the normal retire-
ment age of 65. The 1983 social security amendments raised the
full-benefit retirement age in the next century and called for a
long-range study of the effects of doing so. Social security affects
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incentives for continued work in old age through reduced benefits
for early retirement, the retirement earnings test, and credits for
retirement delayed past 65. Resolution of this issue could lead to
changes in the benefit structure.
Program complexity

Social security and SSI have become so complex over recent
years that it is difficult for the public to comprehend its rights and
duties under the programs and for SSA employees to administer
them. These complexities have resulted largely from legislative
changes designed to ensure greater program equity. Program sim-
plification, desirable from an administrative point of view, would
require abandonment of certain principles of program equity and
would thus raise extremely controversial policy issues.

Historically, the social security programs have been dynamic.
While the programs' maturity will likely slow the pace of further
changes, it will still be necessary continually to review and adjust
the programs to changing social and economic conditions. Future
changes will require a highly efficient, well-managed agency to im-
plement them.

V. CONCLUSION

SSA has undergone extensive change in the last decade: Its mis-
sion was significantly altered in 1974 when it began to administer
the means-tested SSI program and again in 1977 when responsibil-
ity for medicare was removed; its internal structure was revamped
through major reorganizations in 1975, 1977, and 1979, and "rea-
lignments" in the early 1980s; its confidence, as well as that of the
public, has been undermined by financing crises in the mid-7us and
the early 1980s; its implementation of the 1980 disability insurance
[DI] amendments led to chaos and severe criticism; and it has yet
to bring to successful completion the decade-long struggle to design
and implement a modernization program for its aging computer
system.

All of these events continue to cast shadows over SSA. While it
has met its basic responsibilities and has continued to pay checks
on time to beneficiaries, the Panel concludes that the agency needs
a period of strong, stable leadership to resolve continuing operating
problems.

Without attempting to ascribe cause and effect, the Panel con-
cludes that a variety of external and internal factors have contrib-
uted to the agency's recent state of administrative disorientation.
The agency needs an organization that will minimize such prob-
lems and will support strong leadership capable of addressing the
issues facing the agency-a leadership that possesses authority
commensurate with its responsibility. This conclusion forms the
basis for the Panel's choice of organizational forms and manage-
ment authorities to recommend for the social security agency if it
is made independent.



CHAPTER III.-DEFINING THE PROGRAMS FOR INCLUSION IN AN
INDEPENDENT AGENCY

I. INTRODUCTION

In considering the programs to recommend for inclusion in an in-
dependent social security agency, the Panel began its deliberations
with the assumption that OASDI, which the American public gen-
erally thinks of as "social security," should define the agency's
basic mission. It then considered whether the new independent
agency should continue to administer all the programs the present
SSA does and, later, considered whether responsibility should be
added for other programs not now administered by SSA, but which
are programmatically or administratively related. The recommen-
dations took account of the effect removing SSA from DHHS would
have on that Department and its other programs. The Panel struc-
tured the removal of SSA so that minimum hindrance would occur
to effective operation of the Department's remaining progams.

To assure a coherent operational mission, a newly independent
social security agency should be responsible for administering the
old-age, survivors, and disability insurance and the supplemental
security income programs. Other programs now administered by
the Social Security Administration should remain in the Depart-
ment of Health and Human Services. No program (including med-
icare) currently administered by another agency should be
brought into the social security agency.

These recommendations rest on the conclusion that making the
new agency responsible solely for OASDI and SSI will maximize its
chances of developing a coherent management philosophy and op-
erating efficiently and effectively. By themselves OASDI and SSI
represent very large and complex management and operational
challenges. These programs share complementary objectives and a
clientele with many common characteristics and needs. An agency
responsible only for OASDI and SSI, with its more sharply focussed
set of program responsibilities, offers the best chance to achieve
managerial and operational excellence.

I1. SUPPLEMENTAL SECURITY INCOME PROGRAM

The social security agency should continue to administer the
supplemental security income program. While there are program-
matic differences between the OASDI and the SSI program (par-
ticularly in criteria for eligibility and benefits and in sources of fi-
nancing), program objectives and administration are closely relat-
ed. Individuals establish entitlement rights to social insurance ben-
efits by working in covered employment or self-employment for a
specified period of time. Eligibility for SSI, on the other hand, de-
pends on a showing that the applicant is poor, making it different

(17)
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in principle from social insurance, for which work histories and
earnings records qualify applicants irrespective of need. SSI is
funded out of general revenues, whereas social security is funded
by an earmarked payroll tax on earnings. Historically, administra-
tion of means-tested programs was a State responsibility separate
from federally administered insurance programs. Not until 1974.
when the Congress set a Federal benefit floor and established other
uniform Federal standards for aiding the needy who are aged,
blind or disabled (thus replacing categorical grants-in-aid to the
States with a direct Federal program), did consolidated administra-
tion occur.

SSA undertook administration of the SSI program with serious
reservations because of the likelihood that adding a means-tested
program to one that provided benefits by right could confuse the
public and overwork and demoralize the staff. It is now widely ac-
cepted that problems associated with the implementation of SI in
the mid-1970's were partly responsible for the decline in SSA's
sense of mission and its operational efficiency and effectiveness.

The administration of SSI is now well integrated into SSA's oper-
ations, and there has been a great investment in achievingpublic
and employee acceptance. Despite the differences in fundiW and
philosophy that underlie the two programs, their purposes Ore com-
plementary and there is substantial overlap of clienteles. iSome 50
percent of SSI recipients also receive social security.) As the mini-
mum social security benefit has declined in importance as a floor
of income support, the SSI program has become the primary means
of insuring a minimum level of income to the elderly and disabled.

Removal of SSI from the social security agency would be highly
disruptive to the program and would require setting up a new ad-
ministrative mechanism. SSI is a uniform, national program-fed-
erally administered and financed. Many factors governing eligibil-
ity determinations made for OASDI are applicable to SSI, so coordi-
nation (especially of disability determinations) must be assured. If
eligibility determinations, initial benefit calculations, and benefici-
ary monitoring and assistance were not conducted by social securi-
ty offices, they would have to be done elsewhere, most likely in
other Federal facilities, which would thus lead to confusion for
beneficiaries and to duplicative and wasteful efforts.

III. MEDICARE

Medicare and medicaid should not be moved to the new social
security agency, but should remain in the Health Care Financing
Administration, an agency of DHHS. Several witnesses before the
Panel recommended that medicare (and perhaps medicaid) be part
of the new social security agency. (Medicare was in SSA prior to
1977.) However, other witnesses argued strongly this would be a
mistake, from the point of view of both health policy and social se-
curity management. Arguments for and against placing these large
Federal health care financing programs in the independent social
security agency were carefully considered as the Panel received ex-
tensive testimony from persons with special expertise in the admin-
istration of health care financing. On balance, the Panel concludes
that: (1) Medicare and medicaid should remain under common ad-
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ministration, and (2) to place them in the social security agency
would be detrimental to the sound future development not only of
this agency, but of DHHS-as well as to both programs.

Major arguments advanced by those favoring an administrative
reunion of social security and medicare were:
Program similarities

Medicare began as an adjunct to the social insurance programs,
and most recipients consider medicare to be an integral part of
their social security entitlement. Like OASDI, medicare is paid for
largely by the payroll tax. Since these programs deal with basically
the same elipnt groups and rest on the same financial and philo-
sophical foundation, which presumes that payment of payroll taxes
provides insurance against loss of income and the costs of illness
or those who retire or become disabled, they should be admninis-
tered by the same agency.

Beneficiary services
Several witnesses testified that service to medicare beneficiaries

has suffered since the program was separated from SSA. Witnesses
asserted that beneficiaries have come to expect assistance and
advice from SSA's district office personnel and that service for
medicare beneficiaries has gradually deteriorated. SSA field staff-
ing allotments do not adequately take this service load into account
and do not generally provide for training adequate to assist individ-
uals with technical medicare eligibility and coverage questions, es-
pecially those having to do with payments for physician services.
Administrative linkages

SSA currently performs certain operational functions for the
Health Care Financing Administration [HCFA] on a reimbursable
basis. These consist mainly of establishing and maintaining medi-
care eligibility at the social security field offices and providing cer-
tain data processing services on SSA computers, fairly routine op-
erations that are largely byproducts of SSA's own eligibility and
computer-support activities. Advocates of reuniting OASDI and
medicare argue that these administrative operations would be fa-
cilitated by colocation in SSA and could suffer if the organizational
distance between the two were increased.

While there is merit in these arguments, arguments against plac-
ing medicare back in the social security agency are more persua-
sive.

The Panel concluded that rejoining OASDI and medicare would
be extraordinarily distracting and disruptive to the operations and
policy development of the new social security agency. Furthermore,
the organizational disruption that would accompany the transfer of
HCFA s programs would damage that agency's program and policy
development at a time when it needs to concentrate on improving
both policy formulation a:d management in its own right.

The present administrative linkages between HCFA and SSA
should be the subject of continued formal interagency agreements.
Establishing workable relations between the social security agency
and the medicare agency will not be substantially more difficult if
medicare remains in DHHS while SSA is removed. This is not to
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say that the Panel is unconcerned about the need to improve the
quality of field service to medicare recipients. The Panel believes
its recommendations will properly address the overall question of
establishing and providing budgetary support for the proper level
of public service to all beneficiaries, including service to medicare
recipients.

Placing medicare in the social security agency would raise the
question of the proper organizational placement of medicaid. The
Panel believes it is crucial for these two large health care financing
programs to be administered by the same agency. In the 7 years
since HCFA was established, progress has been made in policy and
programmatic coordination of medicare and medicaid as health fi-
nancing mechanisms that deal with common provider problems.
Opportunity for further progress would be enhanced by keeping
them together, and transfer of both to SSA would complicate that
agency's mandates.

However, the principal reason for recommending that medicare
not be moved to the social security agency is that such a move
would make the coordinated development of national health policy
more difficult. Control of rapidly rising health care costs is certain
to remain a major domestic policy issue for the foreseeable future.
Medicare and medicaid now pay almost one-third of total health
care costs in the United States, and changes in them influence the
entire health care system. Development of Federal health financ-
ing policy must be coordinated closely with policy development con-
cerning the quality and availability of health care and the preven-
tion of disease. These interrelated policy functions are more likely
to be well coordinated if the major health financing programs
remain in the same Department with the Federal health program
administered by such agencies of the Public Health Service as Cen-
ters for Disease Control, Food and Drug Administration, and Na-
tional Institutes of Health. Moreover, from an organizational point
of view, removing HCFA could so diminish DHHS's programs and
mission as to jeopardize its departmental status.

If health care financing policy and programs were a responsibil-
ity of the social security agency, they would be an enormous drain
on the social security agency Administrator's time and attention.
HCFA program operations involve at least two substantial and dis-
parate administrative processes, currently unrelated to SSA. For
medicare, the payment agencies are insurance companies and other
contractors that serve as intermediaries. For medicaid, the admin-
istration of the program is in State hands, and service to benefici-
aries often involves concurrent dealings with contractors as well as
with State welfare departments. Responsibilities for such added
functions would drastically alter the internal structure of SSA and
bifurcate the policy apparatus. The Panel believes that the head of
the social security agency should concentrate on improving the
operational efficiency and effectiveness of the social security pro..
grams, capitalizing on the streamlined focus of the new agency.
Similarly DHHS programs will constitute a coherent department if
HCFA remains in DHHS.
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IV. OTHER PROGRAMS NOW IN SSA

The Panel recommends taking certain programs now adminis-
tered by the Social Security Administration out of the social secu-
rity agency and plack'ag them elsewhere within the Department of
Health and Human Services. In particular, aid to families with de-
pendent children, child support enforcement, low income home
energy assistance, and refugee resettlement assistance programs
should not be part of the independent social security agency but
should remain in the Department of Health and Human Services.
While they all are income security programs, their target popula-
tions, eligibility concepts, and benefit delivery systems are vastly
different from those of OASDI and SSI. All four are operated by
State welfare and other State agencies, not by the Federal Govern-
ment, whose role consists largely of such regulatory and oversight
activities as making certain that States conform to Federal statuto-
ry requirements. Separating these programs from the social securi-
ty agency would not be disruptive either to the programs them-
selves or to the new agency. While administration of these pro-
grams now absorbs time and attention of top-level SSA managers,
they are generally not integrated into SSA's maiin-line administra-
tive operations, either in the central or field offices. Removing
them from the social security agency would free its management
from time and resource-consuming efforts on behalf of small, unre-
lated programs. This narrowing of focus will facilitate operational
and management improvements in the social security and SSI pro-
grams.

A further consideration in recommending that these programs
remain in DHHS is that having them there, along with title XX
grants for social services and medicaid, would keep together in one
department most of the major human resource programs that
depend on Federal-State cooperation, enabling State welfare agen-
cies to confine their contacts for these programs to one departmen-
tal setting. In addition, it could facilitate continued development of
block grants and other policies affecting Federal-State income secu-
rity and social service programs.

SSA currently administers the black lung program in conjunc-
tion with the Department of Labor [DOL]. The black lung program
consists of two distinct parts, B and C. Pa! t B is a residual program
which pays benefits to individuals who filed claims prior to 1974.
The art B program was designed to take advantage of SSA's exist-
ing disability program framework and processes and is still admin-
istered entirely by SSA. This workload primarily involves mainte-
nance of service to a steadily decreasing beneficiary population.
Part C, on the other hand, represents a legislative decision to have
DOL administer the ongoing black lung program. Part C pays bene-
fits to persons filing black lung claims after 1973. Thus DOL's
black lung workload involves an increasing beneficiary population
as well as maintenance of existing rolls. SSA's involvement in part
C is limited to the use of its field staff for taking initial claims.
DOL reimburses SSA for these claims-taking services.

The procedures for dealing with SSA's diminishing administra-
tive responsibility for part B are currently well integrated into the
organization, and continued operational responsibility for this part

35-323 0 - 84 - 3
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of the black lung program is not a significant burden. Nonetheless,
both parts of the black lung program should logically be adminis-
tered by the same agency, and because the Panel strongly believes
that the operational responsibilities of the social security agency
should be focussed sharply on the OASDI and SSI programs, it pre-
fers that that agency be DOL. However, the Panel acknowledges
that a decision to shift the black lung program entirely to DOL
would require DOL to set up field offices for taking black lung
claims, or contract with others to do so.



CHAPTER IV.-STRUCTURING THE NEw AGENCY

I. INTRODUCTION

The statutory provision governing the Panel's study calls for it to
present an implementation plan for establishing the social security
agency "as an independent agency in the executive branch with its
own independent administrative structure, including the possibility
of such a structure headed by a board appointed by the President,
by and with the advice and consent of the Senate."

Any new organizational structure for the social security agency
should be well suited to both policymaking and administration. The
Panel has sought to design the new agency to meet these essential
organizational requirements.

II. POLICYMAKING AND ADMINISTRATION FOR SOCIAL SECURITY

Strong management of very large and complex organizations re-
quires the concentration of responsibility and authority in a chief
executive-a single official capable, ideally, of providing energetic
and decisive leadership.

While few would dissent from this principle of administrative or-
ganization, differences of opinion do arise over how best to organize
executive policy formation, which in our Government includes both
the preparation of proposals for congressional action and the exer-
cise of executive discretion in interpreting legislative intent.

Whereas good administration in the Panel's judgment requires
considerable automony-that is, the concentration of power in a re-
sponsible official-good policymaking requires the blending of com-
peting views and the balancing of different perspecti on
questions. Only to a limited extent can this balancing and blending
take place within a single executive agency-the social security
agency in this case. It is necessarily a far more inclusive process,
engaging the President and Congress, who, by reason of having
won elections, are responsible for making the most important deci-
sions about public policy.

It should be a responsibility of the agency head to develop and
preserve the capacity of the social security agency to contribute to
policymaking with advice, information, expert analysis, and the
ind of judgment that is informed by the experience of program op-

erations. Along with the ability to recall experience-what is often
called institutional memory-and a greater capacity to look beyond
the immediate future than that possessed by elected officials, who
must be mindful of upcoming elections, these are the distinctive
contributions that administrative agencies make to policy. The or-
ganization and leadership of the social security agency should, in
the Panel's judgment, be designed to make these contributions to
the President and Congress as promptly and vigorously as possible.
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The Panel believes that an organization headed by a single execu-
tive is likely to fix responsibility for policy advice. It would provide
expert information, practical judgments, and a long-range view on
policy questions more expeditiously and clearly than would a mul-
timember deliberative body, which would be vulnerable to indeci-
sion, dissension, and diffusion of responsibility.

A form of organization designed for deliberation, representation,
and adjustment of different viewpoints, as a multimember board
would is appropriate to head an agency which has received an
extraordinary delegation of broad adjudicatory and rulemaking
power. The leading examples are the Tennessee Valley Authority,
a public corporation created in 1933 to develop the Tennessee
Valley, and the various independent regulatory commissions,
which have broad powers to make and interpret rules-in effect, to
act on behalf of the legislature and the executive-in their respec-
tive areas of jurisdiction. Congress, however, has made no compara-
bly broad delegation to SSA. In the Fanel's judgment, only if such
a delegation were made, in effect substantially devolving legislative
powers for policymaking, would a multimember board bo logical
and defensible as a policymaking form.

As a form for administration, the Panel believes that a multi-
member board has serious disadvantages in that authority is dif-
fused, and policy and administrative roles can be confused. The as-
sumption that the board would confine itself to policymaking and
leave administration to a chief executive officer assumes incorrect-
ly that the two spheres of activity can be clearly differentiated in
practice, and it overlooks or unwisely discounts the danger that the
chairman of the board and possibly other board members would in-
volve themselves in administrative matters properly the responsi-
bility of the chief executive officer. The social security program, ur-
gently in need of strong direction, should not today be exposed to
the risks of this kind of contention between board members and
the executive over who will be in charge. Such contention could ex-
acerbate and prolong precisely those administrative problems that
a reorganization should be designed to prevent.

Finally, the preeminent position of the chairman of a board
would tend to diminish by comparison the stature of the chief exec-
utive and make it more difficult to attract the type of strong and
capable administrator necessary to resolve the agency's serious
management problems.

111. STRONG SINGLE ADMINISTRATOR

To achieve accountability and management effectiveness, the
new social security agency should be headed by a single Adminis-
trator of high rank, with a statutory term of 4 years, eligible for
reappointment. The Administrator would report to and be ap-
pointed by the President by and with the advice and consent of
the Senate. This Administrator should have proven competence as
a manager of large organizations and knowledge of Federal Gov.
ernment operations. The position of Administrator should be es.
tablished at Executive Level I1, with concomitant authority and
enhanced administrative and professional stature so as to encour-
age continuity in top management.
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Many of SSA's operating and management problems have been
exacerbated by the frequent turnover of Commissioners. During
the past 12 years, nine Commissioners or acting Commissioners
have headed the agency. This turnover has prevented sustained
action to solve operational problems and has devastated agency
morale. For example, as noted in chapter 11, SSA has been unable
to keep its computer systems up-to-date. Prior to the current Sys-
tems Modernization Plan [SMPJ, at least two starts were made on
plans to modernize SSA computer systems but were abandoned by
succeeding Commissioners with different priorities. The frequent
turnover of Commissioners has also led to major reorganizations
that were not completed before the Commissioners who ordered
them vacated office, leaving successors to contend with or again
modify what their predecessors designed. These reorganizations
have confused the organizational mission and the identity of the
agency.

Under the Panel's recommendations, the new social security
agency would be headed by a single executive official who would
report to the President and in whom operational responsibility and
accountability would be firmly lodged. This official should have
proven competence as a manager of large organizations and be
knowledgeable of Federal Government operations. The position of
Social Security Administrator should be elevated in rank to attract
the highest caliber candidates, to make the office comparable to
other large operating agencies, and to enable the Administrator to
have sufficient stature to deal with Members of Congress, with the
highest officials in the Executive Office of the President, and with
oth er department and agency heads. Specifically, the Panel recom-
mends that:
The Social Security Administrator be appointed by the President

and confirmed by the Senate.
In selecting a nominee for Social Security Administrator, the

President should take into account candidates suggested to him by
the Social Security Advisory Board described in the following sec-
tion. However, since the Administrator would be the member of
the administration principally responsible for social security, the
President must be able to select a person in whom he has confi-
dence.
The position of Social Security Administrator be elevated to Exec-

utive Level !1, with the Deputy Administrator at Level III and
supporting executive staff of commensurate levels,

The rank of the Administrator should be elevated to a level com-
mensurate with the agency's program responsibilities, its mdnage-
rial challenges, and its size. (The Commissioner of Social Security
is currently at Executive Level IV, a rank inadequate for the re-
sponsibilities inherent in the position.) The Administrator would be
expected to deal with issues at the highest levels of government-
within both the executive and the legislative branches. The recom-
mended Executive Level II, currently held by administrators of
major independent agencies as well as administrators of some large
agencies within departments, would provide the necessary stature.
An independent agency will also require additional executive posi-
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tions for an inspector general, general counsel, and legislative liai-son functions. In addition to needing stronger top leadership, the
agency is seriously understaffed at the Senior Executive Service
(SES] level. Executive development must be emphasized and
strengthened at all levels. The Panel is not in a position to deter.
mine the number of SES positions appropriate for the new agency,
but has noted that the agency that is most nearly comparable [IRS]
now has substantially more SES positions than SSA.

The Social Security Administrator be selected on the basis of
oven competence as a manager of large organizations and
nowledge of Federal Government operations.

While it is desirable for the Administrator to have an under-
standing of and experience with social security, it is more impor-
tant that the Administrator have the ability to run a large organi-
zation, particularly in the difficult environment of Federal oper-
ations.
The Social Security Administrator be appointed for a term of 4

years coinciding with the term of the President, with eligibil.
ity for reappointment.

There is precedent for statutory terms in certain agencies of the
government. For example, the Surgeon General of the Public

ealth Service, the Director of the FBI, and the Director of the
Bureau of Labor Statistics all have term appointments. Recent
studies by the Grace Commission and GAO have recommended
term appointments for certain Federal officials with important
operational and management responsibilities. The GAO and Grace
Commission recommendations attempt to build stability and conti-
nuity of leadership in important operational and management posi-
tions throughout the government to increase professionalism. The
Panel agrees that professionalism and continuity should be encour-
aged. The statutory term of office for the Administrator should co-
incide with the term of office of the President, and the Administra-
tor should be eligible for reappointment.

IV. ADVISORY BOARD FOR SOCIAL SECURITY

To promote independent review and encourage broadly based
policy analysis, a permanent Social Security Advisory Board
should be established within the new agency. Its functions would
be to oversee management and assess policy issues in social secu-
rity and to advise the Social Security Administrator, the Presi-
dent, and the Congress on important developments. Some of the
more important functions of the Board would be: (I) To make in.
dependent assessments of the annual reports of the Board of
Trustees, major studies on social security, and proposed legisla-
tion; (2) to engage in public dialog and education about social se-
curity; and (3) to suggest to the President names to consider in
selecting his nominee for the position of Social Security Adminis.
trator. The Board would consist of nine members, no more than
five of whom may be of the same political party. Five of the mem-
bers would be appointed by the President (no more than three
from the same political party), and, to reinforce bipartisanship
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and congressional participation, two of the board members (one
from each political party) would be appointed by the Speaker of
the House, and two other members (one from each party) would
be appointed by the President pro tempore of the Senate. All
Board members would be subject to Senate confirmation. They
would be appointed for 6-year terms, with staggered terms for the
Initial Board members, and would be eigible for reappointment.
The Board Chairman would be designated by the President. This
Board would be part time. with regular meetings held at least bi.
monthly.

Social security policymaking in recent years has taken place in
an atmosphere of crisis and improvisation. Deficits have been re-
medied only when insolvency was impending. Institutional ap-
proaches-the National Commission on Social Security Reform
most notably-had to be created ad hoc to resolve difficult issues.
Policymaking has taken place, too, in a context of severe fiscal con-
straint, which since the mid-1970s has exposed the social security
programs to presidentially sponsored proposals for benefit reduc-
tions, some of them hastily prepared under the pressure of the
annual budget cycle.

It is largely in response to this situation that proposals have de-
veloped to place the social security agency under direction of a
multi-member governing board. Proponents believe that a biparti-
san board would have a stabilizing influence, improve deliberation,
and deter actions designed to meet the budgetary goals of any par-
ticular administration.

For reasons already given, the Panel prefers that the independ-
ent agency be headed by a single Administrator, but i. nonetheless
favors creation of a permanent bipartisan board, with relatively
long, overlapping terms, to participate in policymaking as an advis-
er to the Administrator, President, and Congress. Such a Board

* would constitute an institutional means for weighing major issues
of social security policy in a stable, orderly fashion, calling atten-
tion to developing problems before they become acute and provid-
ing advice in response to whatever proposals for action the ordi-
nary processes of politics and policy planning may produce. It
would assist in sustaining institutional memory, bringing a long-
term perspective to bear on policy questions and assuring open con-
sideration of' significant policy changes.

The Panel believes the Advisory Board could accomplish many of
the objectives related to jolicymaking that are sought by support-
ers of a full-time board. in particular the Social Security Advisory
Board would:
* embody the bipartisanship that was conspicuously successful in

the work of the National Commission on Social Security
Reform,

* help to produce a more deliberative decisionmaking process with
respect to significant policy issues,

9 institutionalize the quadrennial Advisory Councils and minimize
the need for ad hoc commissions, and

9 become an important repository of institutional memory since it
would be constituted of board members with overlapping 6-
year terms.
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Board members should be persons who by their experience, ex-
pertise, and accomplishments in public or private capacities have
demonstrated a commitment to the public interest, concern for the
quality of public administration, and a broad knowledge of social
security and other social programs. The Chairman should be desig-
nated by the President, so that an incoming President could ap-
point the Chairman, either from among those already on the Board
or from outside. Although the Board would be part time, its mem-
bers would have substantial, time-consuming responsibilities.
Therefore, they should be paid an annual retainer of $15,000 and,
for days when the Board or an authorized subcommittee meets,
should receive per diem plus expenses. The Administrator would
provide the Board with full administrative and analytical staff sup-
port, including the procurement, at the Board's request, of consul-
tation or analyses from independent sources if necessary.

The Board's charter would assign it responsibility for giving
advice on social security policies and operational issues. While
meeting, it would consider a specific agenda of issues formed after
consultation between the Chairman of the Board and the Social Se-
curity Administrator. In addition, the Board could establish sub-
committees with specific responsibilities to meet in conjunction
with the regular Board meetings, or separately. Specific functions Is
of the Board would be to:
* Make recommendations from time to time as to the most effec-

tive methods of providing economic security through social in-
surance;

o Make an independent assessment of the annual report of the
Board of Trustees of the social security system and advise the
President and the Congress on the implications of the assess-
ment;

o Engage in public dialog and education about social security;
o Suggest to the President names to consider in selecting his nomi-

nee for the position of Social Security Administrator;
* On its own initiative, or as requested by the President or con-

gressional committees having legislative jurisdiction over social
security, review and assess major legislative proposals regard-
ing OASDI and SSI, including their administrative feasibility
and probable operational consequences;

o Review and assess the quality of service that the agency provides
to the public;

o Make an annual assessment of the progress in upgrading the
agency's computer-based technology for support of program op-
erations;

* Review and make an assessment of the social security agency's
progress in developing needed management improvements;

, In consultation with the Administrator, review the development
and implementation of a long-range research and program
evaluation plan for the agency;

o Review and assess any major studies of social security as may
come to the Board's attention.

The Panel emphasizes that this Board would not be in the execu-
tive branch chain of command, but would be advisory in nature.
The Administrator would have the responsibility for the operations
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and overall management of the agency's programs and would rep-
resent the administration before Congress on social security issues.

In summary, assuming that an independent agency is to be cre-
ated, the Panel believes that a single Administrator advised by a
bipartisan Boatd constitutes the organizational framework best
suited to develop management capability, correct current oper-
ational problems, and meet the long-run management challenges
facing the agency. At the same time, the Panel believes that this
structure would bring to bear on policy questions the consultative
expertise and long-run point of view essential to the social security
programs.



CHAPTER V.-STRENGTHENING MANAGEMENT AND ACCOUNTABILITY

I. INTRODUCTION

Experts on government organization and management who met
with the Panel advocated expanded delegations of managerial au-
thority for the new social security agency. According to recent
studies by the National Academy of Puiblic Administration [NAPA],
the Grace Commission and others, operating restrictions imposed
on Government managers by GSA, the Office of Personnel Manage-
ment [OPM], and the Office of Management and Budget [OMBI
have impeded efficient and effective management of Government
programs and agencies. Controls exercised by these central man-
agement agencies tend to diffuse accountability for results and
have often hindered rather than supported SSA's ability to accom-
plish its mission.

The NAPA report, "Revitalizing Federal Management: Managers
and Their Overburdened Systems," advocates that the Federal Gov-
ernment adopt a policy of full and complete delegation of line and
management systems authority, within the constraints of prudent
policy and oversight, to governmental units with direct responsibil-
ity for program operations and management. The report goes on to
recommend that central management agencies divest themselves,
to the greatest extent possible, of their current practices of oper-
ational control and regulation, and that they develop the important
roles of policy development, oversight, and management innova-
tion.

The Grace Commission report and the recent study done for SSA
by Deloitte, Haskins, and Sells pointed out some problems related
to excessive management control on the Social Security Adminis-
tration. These studies indicate a potential for cost savings and in-
creased management effectiveness that may be achieved through
greater delegation of authority to SSA's managers.

In general, management experts from within the Government
and from the private sector advised the Panel to support additional
delegations of management authority to the social security agency.
These experts argued that the current system diffuses managerial
accountability and frustrates innovation and initiative.

To strengthen the management of the new social security
agency, and to improve operational accountability, the Congress
should delegate to the Social Security Administrator selected
management authorities available under current law. Specifically,
Congress should direct delegations of essential authorities from
the General Services Administration and the Office of Personnel
Management for: (I) Automated data processing/information re-
sources management, (2) administrative services, and (3) person-
nel management. Furthermore, the Congress should enact legisla-
tion providing the Social Security Administrator greater flexibil-

(31)
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Ity in budget formulation and execution. Specifically, the agency's
budget should be submitted to Congress biennially, and the per.
sonnel requirements included in its administrative budget should
be based on a work force plan rather than on personnel ceilings.
At the earliest practical date following enactment of legislation
the President should select an Administrator for the agency. In
the interim, the Commissioner or Acting Commissioner of Social
Security would serve as Acting Administrator and would establish
a transition task force and conduct the transition until such time
as the Administrator is confirmed. The Acting Administrator
would also begin to develop a plan and negotiate criteria to evalu.
ate the results achieved by the newly constituted agency and
would begin to negotiate appropriate oversight roles for the cen.
tral management agencies.

II. OVERBURDENED MANAGEMENT SYSTEMS

In pursuit of their own goals, the Federal Government's central
management agencies often impose operating restrictions that are
difficult for SSA to reconcile with its mission. For example, GSA
establishes standards which determine the location and amount of
local office space for the entire Government. DHHS then places ad-
ditional requirements designed to achieve departmental uniformity
among its programs. These two sets of standards on SSA managers
do not permit adequate consideration of SSA's goals of providing:
(1) Accessibility for the disabled and handicapped, (2) adequate
public transportation and parking, (3) reception and interviewing
areas that show respect for the privacy and dignity of the individ-
ual, and (4) efficient work flow and security precautions.

Based on its conclusion that the new social security agency needs
greater flexibility with respect to certain management authorities,
the Panel asked NAPA to prepare a report similar to its Govern-
ment-wide study, "Revitalizing Federal Management: Managers
and Their Overburdened Systems," applying appropriate manage-
ment and organizational principles specifically to SSA. (NAPA's re-
sponse is published as appendix F.) Based on this and other studies,
the Panel concluded that the new social security agency should
have specific management authorities delegated to it to the full
extent now permitted by law for: Automated data processing
[ADP]/information resource management, administrative services,
and personnel management.

Ill. DELEGATION OF SPECIFIC MANAGEMENT AUTHORITIES

Specific management authorities should be delegated to the new
social security agency. These delegations could be made under cur-
rent law, and the Congress should direct their delegation. Posses-
sion of these authorities will increase the likelihood that the social
security agency will be able to improve its performance and pro-
ductivity.
Automated data processing/information resource management

To strengthen the ability of the Social Security Administrator to
upgrade and modernize the agency's computer systems, the author-
ity for automated data processing/information resource manage-
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ment planning and acquisition, permitted under current law,
should be delegated to the social security agency. The General
Services Administration and the Office of Management and
Budget would retain policy development and procurement over.
sight responsibilities.

The current DHHS, GSA, and OMB roles in SSA's ADP plans
and procurements diffuse accountability for resolving SSA's prob-
lems. Full delegation of authority places the responsibility to re-
solve systems problems directly on the social security agency's
managers-and fixes accountability for results.

The Panel believes that these delegations of management author-
ity for ADP systems development will lead to improved managerial
effectiveness. To insure this result, internal and external proce-
dures should be set up to monitor the agency's use of the new au-
thority and its progress in improving operations.

The social security agency should develop a successful internal
planning and evaluation process, the lack of which has been a defi-
ciency in the agency's management over the past decade. ADP sys-
tems planning should be incorporated as an integral port of this
long-range planning process. If successful, this planning and eval-
uation system would provide the Social Security Administrator
with data needed to measure progress in meeting goals for ADP de-
velopment and for management improvement in general.

As the social security agency assumes additional authority for
ADP development work, it must be able to hire and retain the per-
sonnel necessary to manage its ADP planning and procurements
and its operating computer systems. The agency should consider
greater reliance on contracting for assistance in planning and de-
velopment of ADP systems, and skilled personnel will be required
to monitor the contracts. A subsequent section of this chapter notes
that special personnel authorities regarding pay will be necessary
to build sufficient ADP capability in the agency.

Upon receipt of this additional authority, the Social Security Ad-
ministrator should work closely with GSA, OMB, and OPM to es-
tablish appropriate oversight and evaluation roles. These agencies
and GAO should monitor the social security agency's performance
to insure that, after it receives full authority for systems develop-
ment, adequate improvements are made.

Responsibility or information resource management [IRM]
should be placed directly with the Social Security Administrator.
Under current practices, an IRM official, not the agency head, re-
ceives the delegated procurement authority from GSA. The social
security agency's IRM official should report directly to the Social
Security Administrator, which would create valuable checks on
ADP procurements and give the Administrator greater control over
this vital area. Currently, all ADP responsibility and expertise at
SSA reside in the systems organizational units. -The SSA unit re-
sponsible for overall procurement is not a part of the systems orga-
nization and consequently lacks the expertise to evaluate the tech-
nical requirements and justifications for ADP procurements. The
IRM official should operate independently from computer systems
units and should have an adequate and technically competent staff
to establish needed internal controls and perform technical reviews
for the Administrator.
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Administrative services
To insure that the social security agency is able to acquire appro-

priate facilities for its mission, the authority to acquire, operate
and maintain the facilities needed to operate the social security
programs should be delegated to the Administrator of Social Se-
curity. These delegations would include owning and managing real
estate; responsibility for all aspects of building acquisition, mainte-
nance, repair, renovation, service and security; and control over
utilities, including telecommunications. Use of GSA-controlled fa-
cilities should be encouraged where SSA finds this cost-effective
and adequate for agency needs.

In recent years, SSA has been unable to acquire and maintain
adequate office space to conduct its business. SSA's problems with
office space have stemmed, in large part, from an unsatisfactory
working relationship wi,'h GSA. In 1981, the House Committee on
Ways and Means published a staff report summarizing SSA's frus-
trations in obtaining adequate space during the period 1977-81.
This study recommended that GSA delegate to SSA the authority
to lease new space and to repair, alter or refurbish existing field
office space, but this was not done. SSA continues to encounter
many problems in securing adequate space through GSA.

GSA has delegated authority for space acquisition and manage-
ment to the Departments of Agriculture, Defense, and Transporta-
tion, and to the Veterans Administration [VA]. These delegations,
resulting from congressional and agency pressure, have proven suc-
cessful. he Panel believes that the social security agency would be
a particularly good candidate for broad delegations of authority to
manage its own space needs. Over the years, SSA has developed a
leasing handbook, a training program, and a cadre of experienced
space management specialists who are familiar with GSA proce-
dures and who are competent to deal with the issues of space man-
agement.
Personnel management authorities

To improve work force management, the social security agency
should be granted specific delegations of personnel management
authorities. In particular, the social security agency should have
authority within the constraints of title V of the United States
Code to establish: (1) Its own classification system for job catego-
ries identified by the Administrator as unique or critical to
agency operations and (2) its own recruitment and examination
program for entry level employees.

The specific personnel authorities to be delegated to the social se-
curity agency include:

Classification
Under the current system of limited delegated authority and ex-

tensive oversight, OPM attempts to insure Government-wide uni-
formity. The Panel recommends selective delegation of full classi-
fication and standards development authority to the new social
security agency for those categories of positions that are either
unique to the agency or critical in resolving complex operating
problems. These include social insurance claims and examiner
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series, GS 105, 993, and 998, and computer science series, GS 330 to
335. This added authority will enable the social security agency to
respond promptly and equitably as significant changes occur in its
workforce over the next several years. Specifically, SSA's large
cadre of employees in claims examiner positions hold jobs that may
change substantially in the future as they are further transformed
from manual to highly computerized processes. In addition, com-
puter-related jobs will continue changing with rapid state-of-the-art
advances and agency modernization efforts.

Problems with classification were exceeded only by those associ-
ated with performance appraisals as a source of irritation in a
recent survey of Federal managers conducted by NAPA. According
to this survey, the classification standards (OPM guidelines used to
determine grade levels) are seen by Federal managers as outmoded,
inaccurate, and unworkable. Because they have no role in develop-
ing the standards, supervisors feel they have no control over the
qualifications or grades of employees needed for specific jobs. Fur-
thermore, OPM has fallen far behind agency managers' needs in
developing new standards (a process that now requires 2 to 5 years
to complete). For example, the jobs standards for the computer sci-
ence series were issued only recently and are already out of date.
These obsolete job standards emphasize centralized main frame
computer environments, but recent technical advances leading to
greater use of distributive processing have not been taken into ac-
count.

Only the specified authorities necessary for better management
should be delegated to the Social Security Agency. Thus, consisten-
cy in the Government-wide classification system will be main-
tained, and the exceptions granted to the new social security
agency will be mainly for jobs unique or critical to its operations.
Recruitment

To enable the social security agency to hire high quality profes-
:'ional employees, the Panel recommends that authority be dele-
gated to the agency to establish Its own examination and recruit-
ment program for entry level employees.

The Panel heard testimony on SSA's difficulty in recruiting top
quality staff and on the problems encountered in retaining indivi d-
uals with specialized skills. These problems have undermined the
agency's efficienev and lowered the quality of service provided to
the public. In particular, ceilings on hiring to fill professional posi-
tions have hampered recruitment of college graduates for claims
representative positions in SSA's field offices. OPM's inability to
provide qualified college graduates from the PACE examination,
discontinued after a Federal court found it to be discriminatory,
made the problem worse. When the traditional avenues of college
recruitment were restricted, SSA's clerical employees became the
primary source (through internal promotion) for filling professional
vacancies. OPM ameliorated the problem somewhat in 1983 when
it delegated schedule B authority to SSA, permitting the agency to
hire college graduates. However, this authority is only a partial so-
lution because employees hired under schedule B authority can
progress only to the GS-7 level.
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The recruitment and retention of individuals at both the entry
and full performance levels in computer-related series are critical
in SSA, because improved program administration depends heavily
on modernization of SSA's very large scale computer operation,
which is currently staffed by over 3,000 employees. Trainee com-
puter jobs turn over rapidly because of low salary levels. Salaries
become progressively less competitive as employees become more
specialized, skilled, and experienced. In effect, SSA provides basic
training for new computer specialists who then leave for higher
salaries in the private sector. Furthermore, SSA cannot afford to
hire and cannot retain the most skilled computer specialists avail-
able because: (1) Outdated classification standards do not recognize
their types of skills or level of expertise, and (2) salary levels in the
private sector for many of these positions exceed government statu-
tory pay limitations.
Executive staffing and special compensation

To strengthen the leadership base of the social security agency,
the Panel recommends that a pool of executive level authoriza.
tions be created and that additional Senior Executive Service po.
sitions be allocated to the agency. In addition, the agency should
be granted a specific number of positions for computer experts
that are exempted from current pay levels. The Social Security
Administrator should have authority to pay up to the GS-15 max-
imum for a cadre of competent computer experts.

While the Panel does not make recommendations on the agency s
internal structure, additional executive level positions are needed
to support the management reforms and improvements recom-
mended in this report for a new social security agency. New execu-
tive level positions should include, for example, one Level III
(Deputy Administrator) position and Levels IV and V positions in
line with comparable agencies for the following functions: General
counsel; inspector general; and directors of policy, planning and
evaluation, legislative analysis, and financial management. In addi-
tion, executive level positions may be justified for program oper-
ations, systems development, actuarial work, and economic and
other research.

The exact number of additional SES positions would be estab-
lished by congressional action based on justifications submitted by
the Administrator. If comparability with other large operating
agencies were used as a guideline, a substantial number of addi-
tional positior.3 could be justified. For example, IRS has slightly
more employees than SSA but has over 235 SES positions com-
pared to 76 at SSA. Furthermore, the Environmental Protection
Agency (approximately 10,000 employees) has 233 SES positions;
the National Aeronautics and Space Administration (approximate-
ly 21,500 employees) has over 500 SES positions; and the VA (ap-
proximately 215,000 employees) has over 400 SES positions.

SSA's operations have been hampered by the agency's inability
to compete with the private sector for experts in state-of-the-art
computer technology and for technical project managers for ADP
contracts. Authority to pay up to the GS-15 maximum salary for a
specified number of computer experts would enable the agency to
acquire and retain a technical staff with the necessary skills and
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experience to carry uvt the new agency's data processing require-
ments. This would help to ensure the cost-effectiveness of SSA's
multimillion-dollar computer-related procurements, as well as the
quality of services received from contractors.
Management and executive development

To achieve strong and effective management of its operations,
the social security agency must have well-prepared, capable super-
visors, managers, and executives. In recent years SSA has estab-
lished and implemented management and executive development
programs which appear to provide the proper framework for insur-
ing that the agency's need for innovative, professional managers
will be met.

However, more than a framework is necessary; SSA should make
management and executive development one of its highest prior-
ities. The panel was impressed to learn of the extent of the IRS's
commitment to executive development. High level IRS executives
devote a significant portion of their time to the executive develop.
ment program. Training and development of subordinates is a criti-
cal task for every manager in IRS. A similar commitment would be
required of top executives and managers of the new social security
agency if an executive development program of comparable quality
were developed.

Finally, the Panel notes that effective management and execu-
tive development does not necessarily depend on promotion from
within. Managers from other agencies and from outside the Gov-
ornment can, bring varied backgrounds and fresh perspectives to
bear on SSA's management problems and help prevent parochial-
ism and stagnation.

IV. A BIENNIAL BUDGET AND WORKFORCE PLAN FOR SOCIAL SECURITY

The Panel recommends modification of general Government.
wide requirements for budget formulation and execution as they
apply to the new social security agency. In particular, this agency
should be authorized to:

Present to the Office of Management and Budget and the
Congress a biennial budget request for appropriations. The
Congress should appropriate biennially for administrative
and SSI program costs. Funding for long-term projects. such
as the computer modernization plan, should be appropriated
on a full-cost (no-year) basis.

Present the staffing portion of its administrative budget to
both the Office of Management and Budget and the Congress
as a workforce plan, to be based on dollar limitations rather
than personnel ceiling controls. The execution of the work.
force plan would be left to the Administrator who would
therefore be fully accountable for its effectiveness.

Biennial budget
NAPA's report and other studies have concluded that the annual

budget formulation and appropriation process can be excessively
burdensome for both the executive and legislative branches. In re-
sponse to this problem, a number of bills to make the budget proc-
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ess biennial have been introduced during the current session of
Congress. The Panel believes the budget process should be modified
for the social security agency which has stable and predictable ad-
ministrative expenditures that stem directly from work required to
administer statutory benefit provisions. The vast majority of fund-
ing for programs to be included in a new social security agency is
derived from permanent trust fund appropriations; only SSI and
general fund reimbursements to the trust funds (the limitation on
administrative expenses and the payments to the trust funds ac-
counts) are subject to annual appropriation action.

Budget accounts for the social security agency can be estimated
in advance; indeed, major unanticipated changes in funding levels
for OASDI result largely from legislative changes in program eligi-
bility and benefit calculations. Despite little significant year-to-year
change in the reimbursement accounts, SSA's top management
currently spends an inordinate amount of time justifying and ex-
plaining these changes within the executive branch and testifying
before Appropriations Committees. The effort would be justified if
important policy or funding issues were being decided, but they
rarely are. Thus, a biennial appropriation would not be a radical
departure for the social security agency; the usual supplemental
appropriation and recision processes would be used when signifi-
cant changes were necessary. The contingency fund, which pro-
vides for reasonable fluctuations in administrative expenditures,
would be retained and also provided biennially.

Workfi/re plan
Under the present budgeting system, Federal agencies are given

fixed employment ceilings, expressed as specific staffing limits.
Studies by NAPA, GAO, and the Grace Commission have concluded
that this system, while a politically acceptable device for visibly
controlling the total Federal workforce, has emphasized short-run
budget control rather than long-run program management and
policy development, and that it has impeded the development of
more effective workforce planning.

The work product is difficult to define and measure for Govern-
ment activities such as policy analysis, regulation, liaison, techni-
cal assistance, etc. For these activities, estimating workforce needs
is difficult, and controlling the size of the workforce through ceil-
ings restraints may have fewer adverse effects on the agency's abil-ity to carry out its mission. But ceiling restraints have handicapped
SSA which has large operating responsibilities and measurable
work activities. These restraints have impeded SSA planning for
workload changes and have routinely resulted in many workyears
of costly overtime.

The studies cited above all urge a different workforce planning
system in which the amount of work to be done is calculated in
dollar terms, and funds for the work are appropriated on the basis
of these planning figures rather than for specific numbers of em-
ployees. If the social security agency provided an overall summary
portrait of its programs based on a workforce plan, the President
and the (Congress could make better long-run program policy dec-
sions. Managers would be responsible for reaching objectives within
the dollar limits associated with the workforce plan, but they
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would retain the latitude to decide how best to achieve those objec-
tives.

Workforce planning is particularly appropriate for the social se-
curity agency because much of the workforce is already covered by
a work measurement system, and because the breadth and pace of
technologically induced change will have a crucial effect on the
agency's personnel needs in the next 5 years. Under its internal
workforce planning system, SSA assesses the total work to be done
by using established and verified measures of the time necessary to
accomplish this work, including productivity assumptions. For ex-
ample, the SSA actuarial staff estimates the number of claims that
will be filed in a given year based on demographic trends and eco-
nomic forecasts. Using this estimate, the budget staff can estimate
the number of work years necessary to process this workload by ap-
plying data derived from prior years' experience in processing ini-
tial claims for benefits. Adjustments are made for productivity
changes. The same process is used for each of the major workloads
in the field offices, the program service centers, and other agency
operations, and it results in a work measurement plan which, de-
tails with a fair amount of objectivity the amount of work to be
done nr.d the type of staff necessary to accomplish that work
within a given amount of time.

Continued improvements and refinements in the work measure-
ment system are possible, and the new social security agency
should work with 0MB and GAO to improve data collection and
time allocation-and to develop, standards for processing work-
loads. If implemented, the Panel's recommendation would encour-
age improvements in the workforce plan and thus enhance the Ad-
ministrator's ability to utilize effectively the agency's most valua-
ble resource-the tens of thousands of SSA employees.
Funding for long-term projects

The panel recommends that certain long-term projects be
funded for the life of the project rather than biennially. Full fund-
ing increases the likelihood that: (1) Detailed project planning will
accompany initial requests for approval and funding, and (2)
projects will be completed without interruption after they have
been approved. Annual funding may mean that a change in leader-
ship (in either the executive or legislative branch) may jeopardize
the project or delay it as the rationale for the project must be de-
fended anew. As with a biennial budget, a long-term project can
always be canceled through recisions if the President or the Con-
gress decides that drastic change is necessary. Examples of mul-
tiyear projects would include computer procurements and facilities'
construction.

V. TRANSITION, EVALUATION PLAN, AND ACCOUNTABILITY

The Panel believes that the benefits to be gained from these dele-
gations and expanded authorities dictate prompt action. It recom-
mends, therefore, at the earliest possible date after enactment of
legislation establishing a new social security agency, that the
President select an Administrator. In the interim, the Commis.
sioner or Acting Commissioner of Social Security would serve as
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Acting Administrator and would establish a transition task force
and conduct the transition until such time as the Administrator is
confirmed. The Acting Administrator would also begin to develop
a plan and negotiate criteria to evaluate the results achieved by
the newly constituted agency and would begin to negotiate appro-
priate oversight roles for the central management agencies.
The transition task force

As soon as practical after enactment, the President should desig-
nate the Administrator of the new agency. In the meantime, an
Acting Administrator should set up a transition task force, which
would be comprised of SSA and DHHS staff along with representa-
tives of OMB, OPM, and GSA. A detailed plan would be prepared
by the task force for the orderly transfer of responsibilities and au-
thorities and any organizational changes deemed appropriate. To
the maximum extent possible, the Administrator of the new agency
should be involved in planning and carrying out the transition.
(See appendix C to this report for additional details regarding the
suggested transition plan.)
A plan for evaluation

The Panel expects that the organizational independence and ad-
ditional authorities given to the social security agency will result
in improved program performance, public service, and productivity.
To ensure this result, the Administrator should develop objectives
for management improvements, an initial action plan, and criteria
to measure progress and final results. Although the objective; and
plan should be the new agency's statement of what it expects to
achieve, the involvement of OMB, OPM, GSA, and GAO are impor-
tant in developing appropriate and reasonable objectives and crite-
ria for short- and long-range evaluations.

As a minimum, the evaluation plan should address two major
topics: (1) Operational efficiency and effectiveness and (2) the abili-
ty to confront and resolve major management issues, including the
establishment of long-run planning capability.

Plans for resolving pressing operational issues should incorporate
SSA's internal measures of program performance, productivity,
and public service. While these measures are currently used to
monitor performance, their accuracy, reliability, and coverage of
the agency's operations should be improved. In addition, external
measures of public service should be developed to corroborate im-
provements indicated by internal measures and to discover wheth-
er these improvements have affected public opinion on the quality
of service.

Plans for resolving longer run management issues should ad-
dress: (1) The types and levels of public service to be provided; (2)
the future role of' the field offices, program service centers, and
other centralized operations; (3) the extent to which operations will
be automated and whether they will be centralized or decentral-
ized; (4) the extent to which staff reductions will result from auto-
mation and productivity improvement; and 05) the type of organiza-
tion that will be needed in future years.

After the Social Security Advisory Board has been set up, it
should participate in developing criteria for measurement and eval-
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uation, and it should assist the overall assessment of the new agen-
cy's program for improving managerial and operational perform-
ance.
Accountabilily

Marked improvement in agency management and operations can
be achieved only over an extended period. The evaluation criteria
developed to measure the agency's progress should recognize the
time required for substantial improvements to occur. In addition to
regular oversight by the newly created Social Security Advisory
Board, the Panel recommends that during the first 5 years after
enactment of this legislation GAO monitor and report on the
social security agency's use of the authorities and progress in im-
proving its program planning and operational efficiency and ef-
fectiveness. Five years after enactment of the legislation, GAO
should prepare a formal report to the President and the Congress.

VI. STRENGTHENED MANAGEMENT WITHIN DHHS

As noted in the Preface, the Panel's instructions from Congress
directed it to study how to remove SSA from DHHS and set it up
as an independent agency. Accordingly, the Panel has concentrated
on how an independent agency should be structured and managed.
However, the Panel believes that many of its recommendations
would improve the management of the agency should it remain
within DHHS. Even in the absence of action to create an independ-
ent agency, the Panel recommend,. that:
9 SSA have program responsibility only for old-age, survivors, and

disability insurance and supplemental security income,
# Strong professional management and continuity of leadership

for the agency be emphasized and the rank of the head of the
agency and deputy be raised.

9 The present provisions for quadrennial Social Security Advisory
Councils be changed to provide a permanent Social Security
Advisory Board within I)HHS, and

9 Operational accountability and responsibility be placed squarely
with the agency head by delegating to SSA specific manage-
ment authorities and by redefining the responsibilities of the
central control agencies.
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APPENDIX A

97 STAT. 132 PUBLIC LAW 98-21-APR. 20, 1983

ITUDY OONCUNINGO "i TAJ5UHMUE' OF TMe SocIAL SNCUErr

ADMIumMIUtAION Al AN INDVPZNDNT AoENCY

Joint Sud, O1c. 338. (a) There is hereby swtblished, under the authority of
Panel on tr* the Committ•e on Ways and Means of the House of Representatives
AdmnuiraLiont and the Committee on Finance of the Senate, a Joint study panel to
42 usc Wo2 notw be known as the Joint Study Panel on the Social Security Adminis.

tration (hereafter in this section referred to as the "Panel'). The
duties of the Panel shall be to conduct the study provided for in
subsection (c).

Membership M(bX) The Panel shall be composed of 8 members, appointed jointly
by the charmen of the Committee on Ways and Means of the House
oRepresentatives and the Committee on Finance of the Senate and
such chairmen shall jointly select one member of the Panel to serve
as chairman of the Panel. Members of the Panel shall be chosen, on
the basis of their integrity, impartiality, and good judgment, from
Individuals who as a result of their training, experience and attain-
ments, are widely recognized by professionals in the fields of govern.
meant administration, social insurance, and labor Mltions as experts
in those fields.

Vacanciss (2) Vacancies in the membership of the Panel shall not alTect the
power of the remaining members to perform the duties of the Panel
and shall be filled in the same manner in which the original
appointment was made.

Pay (3) Each member of the Panel not otherwise in the employ of the
United States Government shall receive the dail equivalent of the
annual rate of basic py payable for level Vof the Executive
Schedule under section 5316 of title 5, United States Code, for each
day during which such member is actually eongaed in the perform-
ance of the duties of the Panel. Each member-of the Panel shall be
allowed travel expenses in the same manner as any individual
employed intermittently by the Federal Government im allowed
travel expenses under section 6703 of title 5, United States Code.

(4) By agreement between the chairmen of the Committee on
Ways and Mean& of the House of Representatives and the Commit-
tee on Finance of the Senate, such Committees shall provide the
Panel, on a reImbursible basis, office space, clerical personnel, and
such supplies and equipment as may be necessary for the Panel to
carry out ita duties under this section. Subject to such limitations as
the chairmen of such Committees may jointly prescribe, the Panel
may appoint such additional personnel as the Panel considers neces-
ary and fix the compensation of such personnel as it considers

appropriate at an annual rate which does not exceed the rate of
basic pay then payable for GS-1B of the General Schedule under
section 5332 of title 5, United States Code, and may procure by
contract the temporary or intermittent services of clerical personnel
and experts or consultants, or organizations thereof.

Appropriation (5) There are hereby authorized to be appropriated to the Panel,
authornution. from amounts in the general fund of the Truury not otherwise

Ypropriated, such sums as are necessary to carry out the purposes
this section.

(cX0) The Panel &hall undertake, as son as possible after the date
of the enactment of this Act, a thorough study with respect to the

(43)
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PUBLIC LAW 98-21-APR. 20, 1983

implementation of nvng the.Social Security Administration
from the Nepartment of Health and Human Servmces and establish-
ing it as an independent agency in the executive branch with itsown independent administrative structure, including the possibility
of such a structure headed by a board appointed by tPresident, by
and with the advice and consent of the Senate.

(2) The Panel in its study under paragraph (1) shall address,
analyze, and report specifically on the following matters:

(A) the manner in which the transition to an independent
agency would be conducted;

(B) the authorities which would have to be transferred or
amended in such a transition;

(CJ the program or programs which would be included within
the*unsdiction of the new agency;

(D) the legal and other relationships of the Social Security
Administration with other organizations which would be
required as a result of establishing the Social Security Adminis.
tration as an independent agency; and

(E) any other details which may be necessary for the develop-
ment of appropriate Iqgslation to establish the Social Security
Administration as an independent agency.

(d) The Panel shall submit to the Committee on Ways and Means
of the House of Representatives and the Committee on Finance of
the Senate, not later than April 1, 1984, a report of the findings of
the study conducted under subsection (c), together with any recom-
mendations the Panel considers appropriate..The Panel and all
authority granted in this section shall expire thirty days after the
date of the submission of its report under this section.

97 STAT. 133

Matters to
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CONFERENCE REPORT ACCOMPANYING THE SOCIAL SECURITY
AMENDMENTS OF 1983 (P.L. 98-21)

G. STUDY OF SSA AS AN INDEPENDENT AGENCY

Present law
The Social Security Administration is currently part of the Department of HeIalth

and Human Services.
House bill

Authorizes a feasibility and implementation study with respect to establishing
SSA as an independent agency. Such study shall include but not be limited to the
following points: the feasibility of changing the current status of SSA; how to
manage the transition; what authorities would need to be transferred or amended;
what programs would be involved; what agency administrative relationships would
need to be adjusted, etc. The study would be conducted iin consultation with the
Commissioner of Social Security) by a panel of administrative experts appointed by
the House Committee on Ways and Means and the Senate Committee on Finance.
with a report and recommendations to be submitted to the Committees no later

A than January 1, 1984.
2 Senate amendment

Similar to the House provision except-
(1) commission would be appointed by the President with advice and consent

-• of the Senate,
(2) report would be due no later than April 1, 1984, and
M3) implementation, not feasibility, of independent SSA, is included in study

mandate.

(Conference agreement
The conference agreement provides for the following: In keeping with the recom.

mendations of the National Commission on Social Security Reform, a study shall be
conducted with respect to the establishment of the Social Security Administration
as an independent agency under a bipartisan board appointed by the President, by
and with the advice and consent of the Senate. The study shall be conducted by a
Commission consisting of experts widely recognized in the fields of government ad-
ministration, social insurance, and labor relations. The study shall address, analyze
and report to the Congress on: how to manage the transition, what authorities
would need to be transferred or amended, the programs) which should be included
within the jurisdiction of the new agency, the legal and other relationships of the
Social Security Administration with other organizations which would be required as
a result of establishing the Social Security Administration as an independent
agency, and any other details which may be necessary for the development of appro-
priate legislation to establish the Social Security Administration as an independent
agency.

The study would be conducted (in consultation with the Commissioner of Social
Security) by a panel of experts appointed by the House Committee on Ways and
Means and the Senate Committee on Finance, with a report and recommendations
to be submitted to the Committees no later than April 1, 1984.

(45)



[Excerpted From the Report of the National ('ommission on Social Security i(198 11

GREATER INDEPENDENCE FOR SOCIAL SECURITY PROGRAMS

Because the National Commission believes that significant improvements in the
operation of Social Security and related programs and the public's understanding of
those programs would result, it recommends the creation of an independent agency,
to be called the Social Security Board. The Board should be responsible/for adminis-
tering the Old-Age. Survivors, and Disability Insurance program, the Supplemental
Security Income program, and the Medicare and Medicaid programs. The day-to-day
operations of each program should be directed by three career employees-an execu-
tive director and two chief operations officers who would report to the executive di-
rector. One operations officer would be responsible for the cash benefits programs
and the other for the health care programs.

The independent agency the Commission recommends would resemble the origi-
nal Social Security Board in that it would be governed by a three- or five-member
board reporting directly to the President. The Board would be appointed by the
President with the advice and consent of the Senate. Not more than two members,
in the case of a three-member Board (or three in the case of a five-member Board),
at any one time could be members of the same political party. One member would
be designated by the President as Chair-man and would be appointed for a fixed
term which would coincide with the term of the President. The initial appointments
would vary so that no more than one term would expire in any calendar year.

DISSENTING STATEMENT ON AN INDEPENDENT SOCIAL SECURITY BOARD ANO ON
REMOVING SOCIAL SECURITY FROM THE UNIFIED BUDGET

(By Mr. Gwirtzman)

I am not impressed by the a'-gumcnt for removing the Social Security Administra-
tion from the Department of Health and Human Set-vices and setting it up as an
independent agency. Other programs financed through separate taxation and trust
funds, such as unemployment compensation and the Federal highway program exist
under the general supervision of Cabinet departments. The internal administrative
problems of the Social Security Administration seem to me to be of the type endem-
ic to any large government organization, and which would be neither helped nor
hurt by creating an independent board.

I am concerned that this proposal would mean further dismemberment of the De-
partment of Health and Human Services, which has already seen its education pro-
grams transferred to the new Department of Education. Severing Social Security,
Medicare, and Medicaid would result in the loss of about 60 percent of the Depart-
ment's personnel, and would leave little to justify its continued existence as a sepa-
rate Cabinet department.

NoTE: See dissenting view by Chairman Gwirtzman.
(47)



Ijzxcetrpet.d Fruom the IReport of the Naiotnnal Commni•,ion oun S•'wil ,urdtv Reform 19VI31]

SOCIAL, SECURITY ADMINISTRATION AS AN INI)KIENI)NT AGENCY

i2J2 The majority o/ the members of the National commission n b&ljhi-es-as(a broad,
general prinfciph,-that it w'ouhl be logical to hatve the S(cial Security Admini.s.-
tratin ha separate intlelpendent agency, ,,rh/aps Ihea(lehi by a bi-partisan bird.
The National commissionon recommends that a study should be made as to the
fi,asibility of doing th is.

The Social Security Administration is now part of the Department of ilealth and
Human Services. Its fiscal operations and the size of its staff are larger than those
of the remainder of the Department combined.

The National Commission has not had the time to look into the various complex
issues involved in such an administrative reorganization and, therefore, recom-
mends that a study group should be formed to look into this matter. Issues involved
include whether the leadership of such an independent agency should be assigned to
a single individual or whether there should be a governing board of several mem-
bers, selected on a bi-partisan basis, and whether the operations of the Medicare
program should be included in such an independent agency, or whether they should
remain as a subsidiary agency within the Department of Health and Human Serv-
ices, as at present.

SU IIIII.,M FNTA RY STATEM ENT

(By Commissioners Robert M. Ball, Martha Keys, Lane Kirkland, Daniel Patrick
Moynihan and Claude Pepper Imembers selected by the Democratic leadership of
the Congress))
We believe that it would improve the operation of the Social Security system and

strengthen public confidence in the integrity of the program if it were administered
as an independent agency under a bi-partisan Board as it was in the early days of
the program. We do not believe that an in-depth study is necessary, but rather any
study should be confined to the details of implementation.

(4! 11



APPIND1x B

A DRAFT BILL to establish the Social Security Administration as an independent
agency responsible for the administration of titles II and XVI of the Social Securi-
ty Act and certain related functions.

SEcrioN 1. This Act, with the following table of contents, may be cited as the
"Social Security Reorganization Act of 19-."

TABLE OF CONTENTS

TITLE I-DECLARATION OF PURPOSE

TITLE If--ESTABLISHMENT OF THE SOCIAL SECURITY ADMINISTRATION

Sec.

Sec.

Sec.

Sec.
Sec.
Sec.
Sec.Sec.

201.

202.
203.

301.
302.
303.
304.
305.

Establishment of the Social Security Administration as a separate, inde-
pendent agency; responsibilities ofrthe agency

Administrator of Social Security
Social Security Advisory Board

TITLE 111-ADMINISTRATIVE PROVISIONS
Personnel Provisions
Budget Provisions
Facilities Provisions
Procurement Provisions
Seal of Office

TITLE IV-MISCELLANEOUS AND CONFORMING AMENDMENTS
Sec. 401. Amendments to title If of the Social Security Act
Sec. 402, Amendments to title IV of the Social Security Act
Sec. 403. Amendments to title VII of the Social Security Act
Sec. 404. Amendments to title XI of the Social Security Act
Sec. 405. Amendments to title XVI of the Social Security Act
Sec. 406. Amendments to title XVIII of the Social Security Act
Sec. 407. Amendments to title IV of the Federal Mine Safety and Health Act of

1977
Sec. 408. Other Amendments
Sec. 409. Transfer of Functions and Savings Provisions
Sec. 410. Effective Dates

TITLE I-DECLARATION OF PURPOSE

SKCTION 101. The purposes of this bill are as follows:
(a) to establish the Social Security Administration as an independent agency,

separate from the Department of Health and Human Services;
(b) to charge the Social Security Administration with administration of the

Old-Age, Survivors, and Disability Insurance and Supplemental Security Income
programs and with part of the Black Lung program;

(c) to create the office of Administrator of Social Security and define the
powers and duties thereof;

(d) to create the Social Security Advisory Board and define its membership
and functions;

iel to provide for delegating major management authorities to the Adminis-
trator of Social Security.

(51)
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TITLE II-ESTABUISIIMENT OF THE SOCIAl, SECURITY ADMINISTRATION
S•:ixoN 201. (a) Title VII of the Social Security Act is amended by striking Sec-

tion 701 and inserting in lieu thereof the following new section-
".,(XIAI. PURITY ADMINISTRATION

"Sv.(. 701. (a) There is hereby established, as an independent agency of the execu-
tive branch of the government, a Social Security Administration hereinafter in this
section referred to as the Administration).

"(b) It shall be the duty of the Administration to administer the progrrams estab-
lished by titles II and XVI of this act and to discharge the duties and responsibil-
ities imposed (as of the date of enactment of the Social Security Reorganization Act
of 19-1 on the Secretary of Health and Human Services in connection with the ad-
ministration of the program established by title IV of the Federal Mine Safety and
Health Act of 1977.

"(c) There shall be in the Administration a General Counsel, who shall be ap-
pointed by and serve at the pleasure of the Administrator and who shall be the
principal legal officer in the Administration.

"(d) There shall be in the Administration an Inspector General appointed in ac.
cordance with the Inspector General Act of 1978 (as amended by section 409(a) of
the Social Security Reorganization Act of ).-

bx 1D Whenever any reference is made in any provisioii of law (other than this Act
or a provision of law amended by this Act), regulation, rule, record, or document to
the Department of Health and Human Services with regard to that Department's
responsibility for administering titles 11 or XVI of the Social Security Act or title IV
of the Federal Mine Safety and Health Act of 1977, such reference shall be consid-
ered a reference to the Social Security Administration as established by section 201
of this Act.

(2) Whenever any reference is made in any provision of law (other than this Act
or a provision of law amended by this Act), regulation, rule, record, or document to
the Secretary of Health and Human Services with regard to that Secretary's respon.
sibility for administering titles I1 or XVI of the Social Security Act or title IV of the
Federal Mine Safety and Health Act of 1977, such reference shall be considered a
reference to the Administrator of Social Security as established by Section 202 of
this Act. Whenever any such reference is made to any other officer or employee of
the Department of Health and Human Service, or the Department of Health, Edu.
cation, and Welfare, such reference shall be considered a reference to the appropri-
ate officer or employee of the Social Security Administration.

1c) The personnel employed in connection with, and the assets, liabilities, con-
tracts, property, records, and unexpended balance of appropriations, authorizations,
allocations, and other funds employed, held, used, arising from, available to, or to be
made available in connection with the administration of titles I1 and XVI of the
Social Security Act or those responsibilities imposed (as of enactment of the Social
Security Reorganization Act of 19- on the Secretary of Health and Human Serv-
ices in connection with the administration of the program established by title IV of
the Federal Mine Safety and Health Act of 1977, shall be transferred to the Admin-
istrator of Social Security (as established by Section 202 of this Act) for appropriate
allocation. Unexpended funds transferred pursuant to this subsection shall be used
only for the purposes for which the funds were originally authorized and appropri-
ated.

SICCrIoN 202. (a) Section 702 of the Social Security Act is redesignated section 711.
A new section 702 is inserted as follows:

"ADMINISTRATOR OF SOCIAL SECURITY

"S•ic. 702. (a) There shall be in the Social Security Administration an Administra-
tor of Social Security (hereinafter in this section referred to as the Administrator)
who shall be appointed by the President, subject to the advice and consent of the
Senate, who shall report to the President, and who shall be removable only for
cause.

"(b) The Administrator shall be compensated at the rate provided for Level II of
the Executive Schedule.

"(c) The Administrator shall be appointed for a term of four years coincident with
the term of the President. The Administrator may be appointed for additional terms
at the desire of the President.

"(d) The Administrator shall be selected on the basis of proven competence as a
manager of large organizations and a knowledge of Federal government operations.
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In making his selection for the pist of' Administrator. thefPresident shall take into
account candidates suggested to him by the Social Security Advisory lBoard estah-
lished in section 7163."6e( The Administrator shall be responsible for the exercise oft all powers and the
discharge oft all duties of the Social Security Administration, and shall have author-
ity and control over all personnel and activities thereof.

"if) The Administrator may assign duties., and delegate, or authorize successive re-
delegations of, authority to act and to render decisionss, with respect to all laws ad-
ministered by the Social Security Administration, to such officers and employees st
he may find necessary. Within the limitations of' such delegations, redelegations, or
assig.nnments, aill official acts and decisions of such officers and employees shall have
the same force and effect as though performed or rendered by the Admini,;trator.

"i4g The Administrator is authorized to prescribe such rules and regulations ats
the Administrator determines necessary or appropriate to administer and manage
the functions of the Administrator or the Administration.

"th; The Administrator is authorized to establish, filter, consolidate or discontinue
such organizational units or components within the Administration as he may deem
to be necessary or appropriate. Such authority shall not extend to the abolition of'
tany positions established by this Act.

"-id There shall be in the, Social Security Administration a tDeputy Administrator,
who shall be appointed by the President, subject to the advice and consent of the
Senate, and who shall be compensated at the rate provided for lA vel III of the Exe,'
utive Schedule."(ij) The Deputy Administrator shall perform such duties and exercise such powers
as thee Administrator shall from time to time assign or delegate. The )eputyL dmin-
istrator shall be-Acting Administrator of SocialSecurity during the absence or dis-
ability of the Administrator and, unl *ss the President shall dlesignate another offi-
cer oflthe Governmen, in the event oi' a vacancy in the office Iof Administrator.

"ik, The Administrator shall have the duty "of studying and making reconmmenda-
tions as to the most effective methods of providing economic security through social
insurance, and as to legislation and matters of administrative policy pertaining
thereto."

ibi Until such time a.s the President appl)oints nll Administrator, the ('ommissioner
for Acting ('ommissioner, if applicable) of' the current Social Security Administra-
tion shall serve as Acting Administrator.

Sw-rIoN 203. Section 703 of the Social Security Act is redesignated section 712, A
new section 7013 is inserted as Islows:

"IX'IAI, .('+URITY AISIOR)Y I HOARD

"-SI,'. 713. at There is established in the Social Security Administration a Social
Security Advisory Hoard hereinafter in this section rel'erred toi as the Hoard). The
Board shall consist of nine members, five of whom (no more than three from the
same political party? shall be appointed lly the President and two each of whom (no
more than one from the same political party; shall be ap)pointed by the Speaker of
the House of Represe,+atives and by tL.e Speaker Pro Tempore of the Senate. Mem-
bers shall bx -appointed with the i.-IIv6ce, and consent of' the Senate and shall be re-
movable only For cause. The President shall designate o(e of the members as,; ('hair-
man of the l'Ioard."b4b R ecommendattions and findings of the Hoard shall be by majority vote. Tie
votes (in the event of the absence of one or mi're members; will be broken by the
vote of the (Chairman. At least five Hoard members must be present iat full Board
meetings, as a quorum. in order to act as the Hoard.

"le iEach member of the Board shall serve for a term of six years, except that:
"(1) a member appointed to fill a vacancy occurring prior to the expiration of

the term for which his predecessor was appointed, shall be appointed for the
remainder of such term, and

"(2) the terms of service of the nine members first taking office after enact-
ment of the Social Security Reorganization Act of 19- shall expire as designat-
ed by the President, the Speaker or the I President Pro Tempore ait the time of
nomination, one lat the end of one year; two tit the end of two years; one ti the
end of three years; two ait the end of four years; one at th? end of five years;
two at the end of' six yetars. The Speaker and the President Pro Tempore shall
each make one of the initial appointments for two and six years.

"Id) The first nine Board members shall begin service effective six months after
enactment of the Social Security Reorganization Act of 19-. Term, of service will
end on the anniversary of six months after the enactment of said Act in the years

35-323 0 - 04 - 5
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designated in subsection (c), and all subsequent terms will end on the same date of
the applicable years."6e) Members of the Board may be compensated at the rate of $15,000 per year
and, for days when the Board or any authorized subcommittee thereof meets, may
receive additional compensation not to exceed $500 per day. When so serving away
from their homes or regular places of business, members may be allowed trave! ex-
penses. including per diem in lieu of subsistence, as authorized by section ,5703 of
title 5, United States Code, for persons in the Government employed intermittently.

"f) The Board shall meet at least bi-monthly to consider a specific agenda of
issues agreed to by the Chairman of the Board and the Administrator of Social Se-
curity.

"1g) The Board shall be exempt from the provisions of the Federal Advisory Corn-
mittee Act except for section 10 relating to Advisory Committee procedures.

"(h) Specific functions of the Board shall include, but not be limited to, the follow.
ing: "0l1 making recommendations from time to time as to the most effective

methods of providing economic security through social insurance;
"12) makin tin independent assessment of the annual report of the Board of

Trustees of the social security system and advising the President and the Con-
gress on the implications of the assessment sand transmitting that assessment
to the President and the Congress),

"t13 engaging in public dialogue and education about social security;
"14) suggesting to the President candidates to consider in selecting his nomi-

nee for the position of Administrator of Social Security;
"1.5 on its own initiative or as requested by the President or congressional

committees having legislative jurisdiction over social security, reviewing and as-
sessing major legislative proposals regarding social security, including an assess-
ment of the administrative feasibility and probable operational consequences of
those proposals;

"Cli6 reviewing and assessing the quality of service that the agency provides to
thepublic;"..I7 making an annual assessment of the Social Security Administration's
progress in upgrading its computer-based technology for support of program op-
erat ions;"(8) reviewing and assessing the Social Security Administration's progress in
developing needed management improvements;

"(!9) in consultation with the Administrator of Social Security, reviewing the
development and implementation of a long-range research and program evalua-
tion plan for the agency; and

"1101 reviewing and assessing any major studies ef social security as may
come to the Board's attention.

"(D In the event of a vacancy on the Board, whether because of the scheduled ex-
piration of a term or for any other reason, the President, the Speaker or the Presi-
dent Pro Tempore, as applicable, shall submit to the Senate the name of a candidate
to fill the vacancy no later than 30 days after the vacancy occurs. A vacancy on the
Board shall not impair the right of the remaining members to exercise all the
powers of the Board.

TITLE 111-ADMINISTRATIVE PROVISIONS
Sk-c"rimN 301. 1a) The Administrator of Social Security (hereinafter in this title re-

ferred to as the Administrator) is authorized to appoint and fix the compensation of
such officers and employees as may be necessary to carry out the functions of the
Administrator and the Social Security Administration. Except as otherwise provided
by law, such officers and employees shall be appointed and their compensation fixed
in accordance with title 5 of the United States Code (hereinafter in this title re-
ferred to as title 5).

ib) The Administrator shall have those authorities permitted to be delegated by
section 1104 of title 5 which are necessary for the Administrator to establish, within
the constraints otherwise imposed by title 5, the Social Security Administration's
own:

11) recruitment and examination program for entry level employees;
(2) classification and standards development system and pay ranges for those

job categories identified by the Administrator as unique and/or critical to
agency operations.

The Director of the Office of Personnel Management shall provide any assistance
requested by the Administrator in assuming these delegations.



ic The Administrator may obtain the services of experts and consultants in ac-
cordance with the provisions of section 3109 of title 5.

(d) The Administrator may appoint, without regard to the provisions or title 5 gov-
erning appointments in the competitive service, a number ito be determined by the
Administrator) of technical or professional employees and may compensate employ.
ees so appointed without regard to the provisions of chapter 51 and subchapter HI of
chapter 5:3 of title 5 relating to classification and General Schedule pay rates.

(e) Notwithstanding any requirements of section J13 i33 of title.5, the Director of the
Office of Personnel Management shall authorize for the Social Security Administra-
tion a total of Senior Executive Service positions, and the total number of such po-
sitions authorized in future years pursuant to the aforementioned section 3133 shall
not be less than [same number).

()0 In addition to the Executive Schedule positions specified in section 702 of this
Act, the Social Security Administration is authorized additional positions at Execu-
tive Levels IV and V.

Sw-r-ON :102. la) Notwithstanding any provision of title 31, United States ('ode, or
any other provision of law, or any requirement pursuant to law, the Administrator
shall prepare and submit to the President appropriations requests for the Social Se-
curity Administration on a biennial basis and all appropriations for the Social Secu-
rity Administration shall be made on a biennial basis.

ibi Appropriations requests For staffing and other personnel shall be based upon a
comprehensive workforce plan, as determined by the Administrator. The entire
amount of appropriations provided for the administrative costs of the Administra-
tion shall be apportioned in the time period provided in title :11 for apportionment
and shall be apportioned for the entire period of availability without restriction or
deduction by the apportioning officer or employee of the Oftice of Management and
Budget or any other entity within the Executive Branch, except as otherwise provid-
ed in this section.

(c) The report submitted pursuant to section 70.1 of the Social Security Act, as
amended by this Act, shall include a section reflecting the use of budget authority
provided to the Administration by quarters.

IdNI) Appropriations for administrative expenses of the Administration are au-
thorized to be provided on a biennial basis and authority for automated data proc-
essing procurement and facilities construction shall be provided in the form of con-
tract authority covering the total costs of such acquisitions, to be available until ex-
pended.

(ID Amounts necessary for the, liquidation of contract authority provided pursuant
to this section are hereby made available from the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance Trust Fund to the
",xtent that the Administrator. with the concurrence of the Secretary of the Treas-
ury. determines that such amounts are not necessary to meet the current obliga-
tions for benefit payments from the Funds.

1:1) Funds appropriated for the Administration to be available on a contingency
basis shall be apportioned only upon the occurrence of the stipulated contingency,
as determined by the Administrator and reported to the (Congress.

S.:(r•oN 303. The Administrator shall have all authorities permitted to be delegat-
ed under title 410 of the United States Code that are necessary for the acquiring,
operating, and maintaining of the facilities needed for administration of programs
for which the Administrator is given responsibility under this Act. The Administra-
tor of the General Services Administration shall provide any assistance requested
by the Administrator in assuming these delegations.

S:"rboN 3:0.1. The Administrator shall have the authorities permitted to be dele-
gated under section 759 of title .10 of the United States Code relating to the lease,
purchase or maintenance of automated data processing equipment. The Administra-
tor of the General Services Administration shall provide any assistance requested
by the Administrator in assuming these delegations. The Administrator shall have
the authority to contract for any automated data processing equipment or services
necessary for the efficient and effective operation of the agency.

S.crfiON 3:05. The Administrator shall cause a seal of office to be made for the
Social Security Administrator of such design as the Administrator shall approve.
Judicial notice shall be taken of such seal.

TITLE IV-MISCELLANEOUS AND CONFORMING AMENDMENTS
SrmON 401. Title 11 of the Social Security Act is amended as follows:

(a) by striking out wherever it appears therein "Secretary of Health and
Human Services' or "Secretary of Health, Education, and Welfare" and insert-
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ing in lieu thereof "Administrator of Social Security," except that the designa-
tion "Secretary of Health, Education and 'olfare" shall remain unchanged in
Section 201(g~l) (except for clause (ii) therein which is amended as indicated
earlier in this subsection) and in Section 201(aX3) which is amended by subsec-
tion (b) below.

(b) by striking out the words "Secretary of Health, Education and Welfare" in
Section 201(ax3) and inserting in lieu therEof "Administrator of Social Security
(hereinafter referred to as the "Administrator")".

(c) by inserting immediately after "Administrator" wherever it occurs in Sec-
tion 202(tXx4Di (except when it is directly followed by "of Veterans' Affairs")
the words "of Veterans' Affairs" and by striking out th word "Secretary" and
inserting in lieu thereof "Administrator of Social Security."

(d) by striking out wherever it appears therein "Secretary" (except when it is
directly foliowed by "of Health and Human Services" or "of Health, Education,
and Welfare") and inserting in lieu thereof "Administrator," but only if "Secre-
tary" refers to the Secretary of Health and Human Services (formerly Health,
Education, and Welfare), except:

(1) in sections 2011P1M5BXii), 226, and 226A the word "Secretary" shall be
amended, wherever it appears, to read "Secretary of' Health and Human
Services";

(2) Section 202(tX4XD) is amended as specified in subsection (c) above; and
(31) Section 231(c) is amended as specified in subsection ik) below.

(e) by striking out wherever it appears therein "Department of Health and
Human Services" or "Department of Health, Education, and Welfare" and in-
serting in lieu thereof "Social Security Administration, except that "Depart-
ment of Health, Education and Welfare" shall remain unchanged in sections
201(gXlXAXi) and 201(i).

Mf by striking out wherever it appears therein "Commissioner of Social Secu-
rity" and inserting in lieu thereof "Administrator of Social Security," except in
section 201(c) which is amended as specified in (g) below.

, g) by striking out in section 201(c) "The Commissioner of' Social Security
shall serve as" and inserting in lieu thereof "The Managing Trustee shall desig-
nate an individual other than one of the members of the Board of Trustees as

(hi Section 201(g) is amended as follows:
(1) by inserting immediately after "Secretary of Health, Education, and

Welfare" wherever it appears therein (except in clause (ii) and subpara-
graph 12), which are amended as specified in subsection (a) above) the words"and the Administrator of Social Security".

(2) Subsection (g411Asi) therein is amended by striking out "Department
of Health, Education and Welfare" and inserting in lieu thereof "Depart-
ment of Health and Human Services, the Social Security Administration".

(3) bv striking out "him and the" in clause (i) therein and inserting in
lieu thereof "him, the".

(4) by striking out "is responsible" in subparagraphs (A) and (B) therein
and inserting in lieu thereof "are responsible".

(i) Section 201(i) is amended by inserting immediately after "Welfare" the
words "or the Social Security Administration".

(j) Section 201(m) is amended by inserting immediately after "Services" the
words "or the Administrator of Social Security, as appropriate".

(k) Section 231(c) is amended by striking out "Secretary" and inserting in lieu
thereof "Administrator of Social Security and Secg'etary of Health and Human
Services".

SM-N'oN 102. Title IV of the Social Security Act is amended as follows:
1a) by striking out wherever it appears in section 4102 "Administrator" and

inserting in lieu thereof "Secretary".
(b) by striking out the first time it appears in section 411 "Secretary" and

inserting in lieu thereof "Administrator of Social Security".
Stx:-boN 403. Title VII of the Social Security Act is amended as follows:

(i) Section 704 is amended to read as follows: "The Secretary and the Admin-
istrator shall make full reports to Congress within one hundred and twenty
days after the beginning of each regular session, of the administration of the
functions with which they are charged under this Act. In addition to the
number of copies of such reports authorized by other law to be printed, there is
hereby authorized to be printed not more than five thousand copies of each
such report for use by the Secretary and Administrator for distribution to Mem-
bers of Congress and to State and other public or private agencies or organiza-
tions participating in or concerned with the programs, provided for in this Act."
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(b) Section 706 is amended:
U1) by striking out in subsection fa) "Federal Old-Age and Survivors Insur-

ance 'trust Fund, the Federal Disability Insurance Trust Fund, the Federal
Hospital Insurance Trust Fund," and inserting in lieu thereof "Federal
Hospital Insurance Trust Fund";

(2) by striking out in subsection (a) "old-age, survivors, and disability in-
surance program and the";

(3) by inserting after "public" in subsection b the words ", and shall ic,
clude individuals who represent the interests of groups most affected by
Medicare programs and policies";

(4) by striking out in subsection (c) "Department of Health, Education
and Welfare" and inserting in lieu thereof "Department of Health and
Human Services"; and

(5) by striking out paragraph (1) in subsection id) and by redesignating
paragraphs (2) and (3) paragraphs (0) and (2) respectively.

(c) Section 70!9(bx2) is amended by inserting immediatly after "Secretary" the
words "or the Administrator, as appropriate".

(d) Section 711 (as established by section 202 of this Act) is amended:
(1 by striking "Administrator" and inserting in lieu thereof "Secretary

of flea ith and Human Services";
(2) by inserting immediately before the period at the end thereof: "except

that nothing in this section shall be construed to require the Secretary to
make studies of our recommendations with respect to programs adminis-
tered by the Social Security Administration"; and

(3) by striking the title and inserting in lieu thereof "Duties of the Secre-
tary".

(e) Section 712 is amended:
(1) by striking "Administrator" and inserting in lieu thereof "Secretary";

and
(2) by striking the title and inserting in lieu thereof "Expenses of the Sec-

retary."
SECT-oN 404. Title XI of the Social Security Act is amended as follows:

(a) by adding a new section 1101(ax 10) to read as follows: "The term "Admin-
istrator", except where the context otherwise requires, means the Administra-
tor of Social Security.".

(b) Section 1102 is amended by inserting immediately after the word "Labor,"
the words "the Administrator of Social Security,".

(c) Section 1106 is amended:
(1) by striking out "Federal Security Agency" wherever it appears therein

and inserting in lieu thereof "Social Security Administration'; and
(2) by striking out "Secretary" wherever it appears therein and inserting

in lieu thereof "Administrator'.
id) Section 1107(bi is amended by inserting immediately after "Welfare" the

words "or to the Administrator of Social Security".
(e) Section II10la) and 1110Hb1) are amended by striking out wherever it ap-

pears therein "Secretary" and inserting in lieu thereof "Secretary or Adminis.
t rator".

(f Section 11 10(b2) is amended by striking out wherever it appears therein
"Secretary" and inserting in lieu thereof "Administrator".

(g) Section 1127 is amended by striking out "Secretary" and inserting in lieu
thereof "Administrator".

(h) Section 1131 is amended:
(1) by striking out in subsection laxl) "Secretary makes" and inserting in

lieu thereof "Secretary or Administrator make";
(2) by striking out in subsection (a)'•) "Secretary" and inserting in lieu

thereof"Secretary or Administrator"; and
(3) by striking out in subsection (bX2) "Secretary" and inserting in lieu

thereof "Administrator".
Smc'rboN 405. Title XVI (as it pertains to the Supplemental Security Income pro-

gram) of the Social Security Act is amended as follows:
(a) by striking out wherever it appears therein "Secretary" (except when it is

directly followed by "of Health, Education, and Welfare") and inserting in lieu
thereof "Administrator", but only if the word "Secretary" refers to the Secre-
tary of Health and Human Services (formerly Health, Education, and Welfare).

(b) by striking out in section 1602 "Secretary of Health, Education, and Wel-
fare" and inserting in lieu thereof "Administrator of Social Security".

I
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1c) by striking out in section 1631 WaOilB) "Commissioner" and inserting in
lieu thereof "Administrator".

Stc'r-oN 406. Title XVIII of the Social Security Act is amended as follows:
(a) by striking out wherever it appears in sections 1817(a) and 1817(l) "Secre-

tary of lHealth, Education, and Welfare" and inserting in lieu thereof "Adminis-
trator of Social Security".

(bi Section 140 is amended:
(l1 by striking out in subsection (aiD) "Secretary" and inserting in lieu

thereof "Administrator"; and
021 by striking out in subsection (aW2) "Secretary of Health, Education,

and Welfare" and inserting in lieu thereof "Administrator of Social Securi-
ty".

SEc'nroN 407. Title IV of the Federal Coal Mine Health and Safety Act of 1977 is
amended as follows:

(a) by striking out wherever it appears therein "Secretary of Health, Educa-
tion, and Welfare" and inserting in lieu thereof "Administrator of Social Securi-
ty", except

(1) in section 4021c which is amended as specified in (c) below, and
(2) in section 427.

(b) by striking out wherever it appears in parts A and B therein "Secretary"
(except when it is directly followed by "of Health, Education, and Welfare") and
inserting in lieu thereof "Administrator", but only if "Secretary" refers to the
Secretary of Health and Human Services (formerly Health, Education, and Wel-
fare), except in section 402(c) which is amended as specified in (c) below.

(c) A new section 402(c) is inserted as follows:
"10c The term "Administrator" where used in part B means the Administra-

tor of Social Security. The term "Secretary" where used in part C means the
Secretary of Labor."

(d) by striking out in section 435(aX3)B) "Department of Health, Education,
and Welfare" and inserting in lieu thereof "Social Security Administration."

SECTION 408. (a) Title 5 of the United States Code is amended as follows:
(1) by adding at the end of section 5313 the following new paragraph:

"Administrator of Social Security."
(2) by adding at the end of section 5314 the following new paragraph:

"Deputy Administrator of Social Security."
(3) by adding at the end of section 5315 the following new paragraph:

"Genera Counsel of the Social Security Administration.'
"- positions in the Social Security Administration."

(4) by adding at the end of section 5316 the following new paragraph:"Inspector General, Social Security Administration."
"A- positions in the Social Security Administration."

(5) by striking out wherever it occurs in section 8141 "Secretary of Health,
Education, and Welfare" and inserting in lieu thereof "Administrator of Social
Security".

(bN Title 7of the United States Code is amended as follows:
(1) by striking out in section 2015 "Secretary of Health and Human Services"

and inserting in lieu thereof "Administrator of Social Security.";
(2) by inserting immediately after "Services" in section 2026 "and the Admin-

istrator of Social Security".
(c) Title 14 of the United States Code is amended by striking out wherever it

occurs in section 707 "Secretary of Health and Human Services and inserting in
lieu thereof "Administrator of Social Security".

(d) Title 26 of the United States Code is amended by striking out wherever it
occurs in section 3121 "Secretary of Health, Education, and Welfare" and inserting
in lieu thereof "Administrator of Social Security".

(e) Title 38 of the United States Code is amended by striking out wherever it
occurs in section 3005 "Secretary of Health and Human Services" or "Secretary"
and inserting in lieu thereof "Administrator of Social Security".

(f) The Inspector General Act of 1978 (as amended) is amended
(1) in section 2(1), by inserting "the Social Security Administration" immedi-

ately after "Transportation,";
(2) in section 9(aXl), by inserting immediately after subparagraph In) the fol-

,, lowing new subparagraph
"(o) of the Social Security Administration, all functions of the Inspector General

of the Department of Health and Human Services relating to functions for which
the Social Security Administration was given responsibility by the "Social Security
Reorganization Act of 19 ";



(3) in section 11It1 by inserting "Administrator of the Social Security Admin-
istration, the" immediately after "Transportation or the";

(4) in section 11(2) by inserting "the Social Security Administra.tion, the" im-
mediately after "Transportation or the."

SECTroN 409. (a) There are transferred to the Social Security Administration (es-
tablished by section 701 of' the Social Security Act under the amendment made by
section 201 of this Act) all functions carried out by the Secretay of Health and
Human Services with respect to the administration of' programs and activities the
administration of which is vested in such Administration, by reason of this Act and
the amendments made thereby.

(b) There are transferred to the Social Security Administration (as established by
section 701 of the Social Security Act under the amendment made by section 201 of
this Act) all personnel, assets, liabilities, contracts, property, and records, which the
Director of the Office of Management and Budget determines to be employed, held,
or used by the Secretary of Health and Human Services primarily in connection
with the functions, activities, and programs which, by reason of this Act and the
amendments made thereby, are vested in or become the responsibility of such Ad-
ministration.

(c) All orders, determinations, rules, regulations, permits, contracts, certificates,
licenses, delegations of authority, and privileges-

I I which have been issued, made, promulgated, granted, or allowed to become
effective, in the exercise of functions (A) which were exercised by the Secretary
of Health and Human Services for his delegate), and (B) which relate to func-
tions which by reason of this Act and the amendments made thereby, are vested
in the Social Security Administration (as established by section 701 of the Social
Security Act under the amendment made by section 201 of this Act), and

(2) which are in 4ffect at the time this Act takes effect, shall (to the extent
that they relate to functions described in paragraph (1MBP)continue in effect ac-
cording to their terms until modified, terminated, suspended, set aside, or re-
pealed by the Social ,Security Administration (as established by section 701 of'
the Social Security Act).

(d) The provisions of this Act (including the amendments made thereby) shall not
affect any proceeding pending at the time this Act takes effect before the Secretary
of Health and Human Services with respect to functions vested (by reason of this
Act and the amendments made thereby) in the Social Security Administration (as
established by section 701 of the Social Security Act under the amendment made by
section 201 of this Act), except that such proceedings, to the extent that they relate
to such functions, shall continue before the Social Security Administration (as so es-
tablished). Orders shall be issued under any such proceeding, appeals taken there-
from, and payments shall be made pursuant to such orders, in like manner as if this
Act had not been enacted, and orders issued in any such proceeding shall continue
in effect until modified, terminated, superseded, or repealed by the Social Security
Administration (as so established), by a court of competent jurisdiction, or by oper-
ation of law.

(e) Except as provided in this subsection-
(li)the provisions of this Act shall not affect suits commenced prior to the

date this Act takes effect, and
(2) in all such suits proceedings shall be had, appeals taken, and judgments

rendered, in the same manner and effect as if this Act had not been enacted.
No cause of action, and no suit, action, or other proceeding commenced by or
against any officer in his official capacity as an officer of the Department of
Health andfHuman Services, shall abate by reason of the enactment o•" this Act.
Causes of action, suits, actions, or other proceedings may be asserted by or
against the United States and the Social Security Administration (as estab-
lished by section 701 of the Social Security Act under the amendment made by
section 2(01 of this Act), or such official of' such Administration as may be appro-
priate, and, in any litigation pending when this section takes effect, the court
may at any time, on its own motion or that of a party, enter an order which
willgive effect to the provisions of this subsection includingg, where appropri-
ate, an order for substitution of parties).

(fI These amendments shall not have the effect of releasing or extinguishing any
criminal prosecution, penalty, forfeiture, or liability incurred as a result of any
function which (by reason of this Act) is vested in the Social Security Administra-
tion.

(g) In the exercise of the functions vested in it under this Act (and the amend-
ments made thereby), the Social Security Administration shall have the same au-
thority as that vested in the Secretary of Health and Human Services with respect
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to the exercise of such functions immediately preceeding the vesting of thL same in
such Administration, and actions of such Administration shall have the same force
and effect as when exercised by such Secretary.

SECTION 410. (a) Title II of this Act is effective six months after enactment.
(b) Title III of this Act is effective upon enactment.
(c) Title IV of this Act is effective six month after enactment except that sections

408 (a)(1P, (•a2), aa3), (a04), and 408(f) are effective upon enactment.



APPENDIX C

SUGGESTED TRANSITION PLAN

A Transition Task Force should be established as soon as possible after enact-
ment. The incumbent Social Security Commissioner would be designated as Acting
Administrator of the new agency until a permanent Administrator has been ap-
pointed ahd confirmed and would carry out the transition plan until that time. The
Acting Administrator would establish an unbiased mediation/arbitration process as
soon as possible to resolve any disputed issues which may impede the progress of an
orderly transition. Arrangements for formally transferring all management delega-
tions I from GSA, OPM, and OMB should be agreed to as soon as practical after en-
actment of the legislation. Members of the task force would be di nwn from both
SSA and HHS and a time-phased action plan would be developed. A plan (with
target dates) would include the following activities/items:

Majr actmty/key itern Accountae morganizat/offn/1cii Target date'

A. Determination order-formal transfer of posi-
tions, personnel and other fiscal and real property
resources:

Identify all accounts for transfer; identify Secretary, HHS; Administrator, SSA; 2 Director, 30 days.
grants. Office of Financial Resources (OFR), SSA; DEp.

Asst. Secretary, Finance, HIIS.
Determ ine unobligated balances .......................... ...... do 3.......................................................................... 30 days.
Reach agreement between HHS and SSA on ...... do .......................................................................... 60 days.

final balance of accounts.
Receive OMB approval ............................................... do ..............................90 days.
Secure Treasury Department warrant (authori-.....do ........................................................................... 90 days.

zation for expenditures).
B. Continuation of services:

Identify those services which must be contin- Transition Task Force (TTF) Director; Associate 30 to 45 days.
ued for limited and/or indefinite periods. Commissioner, Office of Management, Budget and
(Example-payroll/personnel services pro- Personnel (AC, OMBP); Assistant Secretary for
vided). Management and Budget, HHS (ASMB).

Final/interim service agreements (including ...... do ......................................................................... 60 days.
cost) between HHS and SSA negotiated
and signed.

Interagency agreements signed ................................ do ........................................................................... 75 days.
C. Transfer of positions (included are overhead

positions currently paid for by agency lap):
Prepare final draft including numbers, proce. ..... do ........................................................................... 45 days.

dures, etc.
Negotiate/arbitrate agreem ent ............................. ...... do .......................................................................... 60 days.
Agreem ent signed ................................................ ...... do .......................................................................... 15 days.
Implement transfer as specified in the determi. ...... do .......................................................................... 90 days.

nation order.
D. Develop revised and/or new organizational struc-

ture:
Draft .................................................................... Administrator, SSA, TTF Director; AC, OMBP ............... 120 days.
Revision ............................................................... ...... do .......................................................................... 135 da ys.

' These delegations are essential to the Administrator's ability to proceed with the transition
implementation.

(61)
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Map acklly key ilem Accunlaf) oiRazdaton olffcial

Approved final organization including numbers
of positions, tentative grade levels and
functional statements and Federal Register
notice

F Prepare job descriptions for new positions
Draft
Classification of lop positions down to division

level and including lourneymar, ,,vel posi.
lion for each major function

Classification of all other positions
F Reassign staff

Designation of key officials (board members.
acting administrator, etc )

Notification letters to employees regarding pro-
cecures and informing of new positions,

G Union notification and negotiation, re methodolo-
gy and impact

Impact bargaining begins after management
team has established bargainable issues and
their strategy is cleared with top manage-
ment

Conclude with agreement or go to impasse or
proceed and assume settlement can be
reached later

H Budget
Assess all employee costs, services rendered,

and calculate cost obligations to transfer
date

Reach agreement between HHS and SSA on all
related costs and final accounting closeout,

Signed agreement.......
Closeout accounts in HHS and transfer obliga-

tions as appropriate in the determination
order

I Administrative support.
Review current inventories on all real property,

files, etc., and develop methodology and
draft agreement on transfer

Sign final real property transfer agreement
Implement agreement in conjunction with de-

termination order.
J Delegations of authority:

Establish procedure for transfer.,,og needed
programmatic and administrative authorities

ksue new authorities............
K Provide resources for transition.

Budget plan to include transition funding
Establish Transition Task Force .... ... ... ..
Establish unbiased mediation/arbitration proc-

ess
L Policy and procedures.

Identify and develop policies and p.;ocedures A
for the few agency in draft

tssue in final...............
M Interagency agreements-

Identify agreements ............... A
Negotiate new agreements, modify and secure

old agreements
Implement all agreements ....... ......

N. Contracts and procurements:
Identify any affected by transition........
Develop methodology to accommodate prob-

lems.
Implement new methods and procedures ...

do

AC, OMBP
do

do

President. Administrator

S..do

AC OMBP; Transition !ask force

do,

TIF Director. AC. OMBP, ASMB

.... do

.do
do

HF Director, AC, OMBP

do
do

180 days

120 days
135 days

180 days

I to 45 days

30 to 60 days

I to 90 days

180( # ) days

45 days

60 days

75 days
90 days

45 days

60 days
90 days

.. do . ............... ........ 30 days

• do

AC, OMOP
Adm nistrator .. ....
. do .....

,dministrator .....

60 days.

15 days
15 days.
15 days.

30 days

.. do .. ...... .. .. . ... . ... .......... _..... ... 60 days

.dmimstrator...
.do ......

15 days
45 days.

..do ............ . .. .. . 15 days

C, OMBP.... .... 30 days.
do 60 days.

...do .................. 90 days

Iargt djte'
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Ma•X eti~vtykey item A oinula , orfganzatim/offlaf Tarige date'

O. Regulation Aulthority/Secretarial Decisions
Action plan to transfer authorities not covered TTF Director. AC. OMBP. ASMB .... 30 days

in legislation
Set transfer date for decisions and initiating do ............ 45 days

new actions,
Implement plan to avoid issues, decisions, etc .. do ........... 60 days

being delayed.
P. Address any miscellaneous issues which arise nir Director...................... 180 days

such as changes in letterhead, buildings, official
seal or symbol, correspondence control, etc.

Q Prepare a final report summarizing all action ...... ... 1............ .......... . ...... . .......... 180 days
taken, the rationale and problems encountered
and a statement of all resources in the new
organization.

* Many activities will be pdp4rned concurrently All dates aie orom enactment
'Any respOns b,!te assigned to the Administralor will be performed by he Atcng Administrator until an Administtator is constrmed

S
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WITNK.SS•S AT PUI.Ic( MI.'rTINGS

Robert M Ball, Visiting Scholar, Center for the Study of Public Policy; ('ommis-
sioner, Social Security Administration, 1962-7t.

Charles Bernhardt, Labor Relations Specialist, National Federation of Federal
Employees.

William F. Bolger, Postmaster General, U.S. Postal Service.
Daniel P. Bourque, Deputy Administrator, Health Care Financing Administration.
Daniel Brier, Group Director for Welfare, Human Resources Division, General Ac-

counting Office.
Hale Champion, Executive Dean, John F. Kennedy School of Government, Har-

vard University; Under Secretary, Department of Health, Education, and Welfare,
1977-79.

Jacob Clayman, President, National Council of Senior Citizens.
Wilbur J. Cohen, Professor of Public Affairs, L3J School of Public Affairs, Univer-

sity of Texas at Austin; Secretary, Department of Health, Education, and Welfare,
1968-(69.

Carolyne K. Davis, Administrator, Health Care Financing Administration.
James E. Davis, M.D., Vice Speaker of the House of Delegates, American Medical

Association.
Alan L. Dean, Consiltant and Member, National Academy of Public Administra-

tion; Chairman, National Academy of Public Administration, 1977-81.
Francis D. DeGeorge, Deputy Inspector General, Department of Commerce;

Deputy Commissioner (Operations), Social Security Administration, 1979.
"Joseph Delfico, Associate Director, Income Security Programs, Human Resources

Division, General Accounting Office.
Robert A. Derzon, Vice President, ILwin and Associates; Administrator, Health

Care Financing Administration, 1977-78.
Herbert R. Doggette, Jr., Deputy Commissioner (Operations$, Social Security Ad-

ministration.
Thomas Dowdal, Group Director for Medicare, Human Resources Division, Gener-

al Accounting Office.
Louis D. Enoff, Acting Deputy Commissioner (Programs and Policy), Social Securi-

ty Administration.
Frank Ferris, Director, Negotiations Department, National Treasury Employees

Union.
Robert P. Fleminger, President, National Council Social Security Management As-

sociations, Inc.
Richard L. Fogel, Director, Human Resources Division, General Accounting

Office.
John Harris, Special Assistant to the National President, American Federation of

Government Employees; Council President, National Council of SSA Field Oper-
ations Locals, American Federation of Government Employees, 1979-83.

Patricia Roberts Harris, Professor of Law, National Law Center, George Washing-
ton University; Secretary, Department of Health, Education, and Welfare/fHealth
and Human Services, 1979-81.

Timothy P. Kilcullen, Associate, Gibson-Hunt Associates; Deputy Project Manag-
er, Social Security Task Force, President's Private Sector Survey on Cost Control
(Grace Commission), 1982-83.

Lewis J. Krulwich, Partner, Price Waterhouse; Project Maneger, Federal Manage-
ment Systems Task Force, President's Private Sector Survey on Cost Control (Grace
Commission), 1982-83.

Andrew Kulanko, Group Director for SSA Retirement, Human Resources Divi-
sion, General Accounting Office.

((65)
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Jerome Kurtz, Partner, Paul, Weiss. Rifkind, Wharton & Garrison; Commissioner,
Internal Revenue Service, 1977-40.

John W. Lainhart IV, Director, Office of AI)I Audits and Technical Support.
Office of the In.ipector General. Department of Transportation; Group Director For
Human Services, Information Management and Technology Division, General Ac.
counting Office, 19,x3-S.l.

Marshall S. Mandell, Deputy commissioner r ISystemsi, Social Security Administra-
tion.

.John L. McLucas, Executive Vice President and ('hief Strategic Officer, ('ommuni-
cations Satellite Corporation; Administrator, Federal Aviation Administration.
1975-77.

Martha A. McSteen, Acting Commissioner, Social Security Administration.
Rufus E. Miles, Jr., Writer and Consultant; Assistant Secretary for Administra-

tion, Departnment of Hlealth, Education, and Welfare, 1961-6;5.
William A. Morrill, President, Mathematica Policy Research, Inc.; Assistant Sec-

retary for Planning and Evaluation, Department of Ilealth, Education, and Welflare,
1973-77; Assistant Director, Office of Management and Budget, 1972-73.

Thomas D. Morris, Inspector General, Department of tlealth, Education, and Wel-
fare, 1977-79.

Robert J. Myers, Consulting Actuary; Executive Director, National ('ommissiov on
Social Security Reform, D 9t2-83; I)eputy Commissioner, Social Security Administ ra-
tion, 1981-82.

Richard P. Nathan, Proflessor of Public and International Affairs, The Woodrow
Wilson School of Public and International Affairs, Princeton University; Deputy
Under Secretary, Department of I health, Education, and Wellare, 1971-72.

Paul If. O'Neill, Senior Vice President, Paperboard and Packaging, International
Paper companyy ; Deputy Director, Office of Management and Budget, 197.1-77.

Jack W. Owen, Executive Vice President and Director of' the Washinkton Office,
American IHospital Association.

Robert E. Rinehimer, Consultant in IH health Insurance Administration; President,
Pennsylvania Blue Shield, 1970-81.

Stanford G. Ross, Partner, Arnold and Porter; (Commissioner, Social Security Ad-
ministration, 1978-79.

Nelson J. Sabatini, Acting D)eputy Commissioner iManagement and Assessment).
Social Security Adininistration.

Leonard 1). Schaeffer, President and Chief Executive Officer, Group Hlealth, Inc.;
Administrator, Health ('are Financing Administration, 1978-80.

Richard S. Schweiker, President, American Council of Life Insurance; Secretary,
Department of Ilealth and Hluman Services, 1981-4,2.

Lawrence T. Smedley, Associate Director, Department of' Occupational Sallty,
Health, and Social Security, AFL-CIO.

Peter IL. Szanton, Policy and Management Consultant, Ilamilton, Rabinovitz, &
Szanton, Inc.; Associate Director, Office of Management and Budget, 1977-7!).

Barry Tice, Group Director for Disability Programs, Human Resources D)ivision,
General Accounting Office.

Edward L,. Toby, Immediate Past President, National Council Social Security
Management Associations, Inc.

Barry L. Van Lare, Staff l)ir,,ctor, ('ommittee on gunman Resources, National
Governors Association; Associate Commissioner. Social Security Administration,
1977-80.

Aubrey J. Wagner Consultant; Director and Chairman of the Board, Tennessee
Valley Authority, 19611-7s.

Edward T. Weaver, Executive Director, American Public Welfare Association, Inc.
Paul RI. Willging, Executive Vice President, National Council of' Health Centers;

Vice President, Blue ('ross/Blue Shield of Greater New York, 1982-83; Deputy Ad-
ministrator, Health Care Financing Administration, 1981-8-2.

Suzanne 1I. Woolsey, Partner, Health, Education, and Legal Services Consulting
Group, Coopers & Lybrand; Associate Director, Office of Management and Budget,

1977-80.
Don 1. Wort man, Management Consultant; Project D)irector, Federal Management

Deregulation Project, National Academy of Public Administration, 1982- 83; Deputy
Commissioner and Acting Commissioner, Social Security Administration, 1977-78;
Acting Administrator, Health Care Financing Administration, 1977.

John D. Young, Professor of' Public Management, American University; Assistant
Secretary for Management and Budget, D)epartment of Health, Education, and Wel-
fare, 1977; Assistant Secretary, Comptroller, Department of Health, Education, and
Welfare, 1973-77.



APPENDIx E

SOCIAL SECURITY AiMINISTRATION: PROGRAM AND ORGANIZATIONAL HISTORY

The following chronology briefly describes the major program and organizational
events in the evolution of the Social Security Administration. It does not catalog
every change in program coverage or eligibility; only those program changes which
had a significant impact on the mission and organization of the agency are included.

1935-Passage of the original Social Security Act established old age annuity, un-
employment insurance, aid to dependent children, and aid to the blind programs
under the jurisdiction of the Social Security Board (SSBJ, an independent, three-
member bipartisan board. The SSB created an executive director withresponsibility
for administration, three operating bureaus, live service bureaus, and twelve region-
al offices.

1937-Report of the President's Committee on Administrative Management
(Brownlow Committee) recommended that the independent Federal agencies that
had proliferated during the early New Deal years be consolidated into new or exist-
ing departments. The report formed the basis for President Roosevelt's reorganiza-
tion plan discussed below.

1939-Passage of the 1939 Social Security Amendments significantly broadened
the basic social security program by establishing survivors and dependents benefits.
In addition, Reorganization Plan No. I created the Federal Security Agency (FSA)
and placed the Social Security Board under the FSA. The plan required that the
"Chairman (of the SSB) shall perform such duties as the Administrator (of FSA)
shall direct." The Plan also transferred the United States Employment Service from
the Department of Labor to FSA/SSB; in 19445 the Employment Service was re-
turned to DOL.

1946-Reorganization Plan No. 2 abolished the Social Security Board and created
a Commissioner for Social Security within the Federal Security Agency.

1950-Major expansion of coverage included farm and domestic workers, self-em-
ployed, and others.

1953-The Department of Health, Education, and Welfare replaced the Federal
Security Agency. Disability "freeze" legislation passed, presaging the disability in-
suriaice program. SSA established r Division of Disability Operations in 1954.

1954--Coverage expanded to include self-employed farmers and professionals,
most homeworkers, state and local government employees if accepted by referen-
dum, and ministers if they opted for coverage.

1956-Disability insurance program enacted to provide benefits for workers age
50-64 and disabled children age 18 and over.

1958-Benefits extended to dependents of disabled workers in same manner as de-
pendents of retired workers.

1963-Reorganization of HEW separated Bureau of Public Assistance and Chil-
drens Bureau from SSA and created a Welfare Administration in HEW.

1965-Passage of Medicare led to creation of Bureau of Health Insurance in SSA.
1972-Enactment of Supplemental Security Income program (replacing aid to

aged, blind and disabled administered by Social and Rehabilitation Service) led to
creation of Bureau of Supplemental Security Income in SSA in 1973; OASDI bene-
fits indexed to cost-of-living effective in 1975.

1975-Internal SSA reorganization reduced Commissioner's span of control by
consolidating bureaus under an office of program operations.

1977-HEW reorganization created Health Care Financing Administration
(Bureau of Health Insurance moved to HCFAI and abolished the Social and Reha-
bilitation Service (AFDC and child support enforcement programs shifted to SSA;
medicaid shifted to HCFA; and Grants to States for Social Services (Title XX) was
established in a new agency, the Office of Human Development Services).

(67)
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1979--Department of Education established, consolidating education functions.
New Department of Health and Human Services organized with 4 operating bu-
reaus. SSA, HCFA, Public Health Service, and Human Development Services.

1979--Internal SSA reorganization abolished program bureaus and created func-
tional offices, expanding the Commissioner's span of control by providing direct re-
porting by each Regional Commissioner.

1981-83-Internal realignments added two deputy commissioners (in addition to
existing deputies for (1) operations and (2) program and policy, deputies for (3) sys-
tems and (4I) management and assessment were created).

SUMMARY OF PROGRAM (CHAN(;GS

Old-age. surviv'ors insurance
Old-age annuities established in 1935; survivors and dependents benefits added in

1939; sundry eligibility modifications (decreasing age of eligibility from 65 to 62, etc.)
made over the years.

Disability insurance

Initial "freeze" legislation passed in 1953, allowing years in which worker is dis-
abled to be dropped in calculation of retirement benefits; disability benefits for
workers passed in 19{56; survivors and dependents benefits added in 1958.

Hospital a md supplemental medical insurance
Passed in 1965; SSA administered program from 1965 until 1977 when HCFA was

created.

Aid to dependent children
("Mother's Pensions") passed in 1935; SSA administered this State grant-in-aid

program until 1963 when the Welfare Administration was created. Program re-
turned to SSA in 1977 when the successor to the Welfare Administration (Social and
Rehabilitation Service) was disbanded.
Aid to the aged. blind and disabled

Established ir, the original 1935 act; SSA administered these State grant-in-aid
programs until 1963 when they were transferred to the new Welfare Administra-
tion. In 1972 these programs were replaced by the Supplemental Security Income
program, with direct Federal administration by SSA.

Child support enforcement
Created in 197.5, this State grant-in-aid program was administered by the Social

and Rehabilitation Service until SRS was disbanded in the 1977 reorganization of
HEW.

Black lung benefits
Enacted in 1969; SSA administered direct Federal payments to coal miners dis-

abled by pneumoconiosis and to their widows and certain dependents. Since the
Black Lung Benefits Act of 1972, SSA has been responsible for miners' benefits filed
between 1969 and June 30, 1973, or for claims filed within (6 months after the death
of a minor or widow already on the beneficiary roll established by SSA. The Depart.
ment of Labor is responsible for claims filed after June 30, 1973, although SSA con-
tinues to accept claims and to forward them to DOL for adjudication and payment.
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PREFACE

The Social Security Amendments Act of 1983 created a Joint Study Panel to

"conduct a thorough study with respect to the implementation of removing the

Social Security Administration from the Department of Health and Human

Services and establishing it as an independent agency in the Executive Branch,

with its own independent administrative structure, including the possibility of such

a structure headed by a board appointed by the President, by and with the advice

and consent of the Senate."

The Congressional Panel on Social Security Organization which has been

established to carry out this study has contracted with the National Academy of

Public Administration (NAPA) to assess changes in management authorities and

capabilities which could improve SSA's capacity to manage effectively', using as a

basis the recently issued report of a NAPA Panel entitled "Revitalizing Federal

Management: Managers and Their Overburdened Systems." A number of members

of the National Academy and other persons knowledgeable about SSA and public

administration reforms were consulted in the preparation of the report (ste

Attachment A). This report provides recommendations to the Congressional Panel

as to management reforms which should be considered when Congress moves

toward its ultimate decision on organizational independence.

J. Jackson Walter

President, National Academy of

Public Administration
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INTRODUCTION

The debates of the past two years and more culminated in the report of the

National Commission on Social Security Reform and the passage of the Social

Security Act Amendments of 1983, which made substantial revisions in the

legislative definition of the social security system-a major effort to meet the

widely expressed concerns of the American public about the soundness of the

system and the adequacy of its funding.

Part of this public concern also dealt with the reliability and effectiveness

of the management of these programs and the quality of leadership of the Social

Security Administration which administers them. The National Commission stated

in its report that "the majority of the National Commission believes...as a broad

general principle... that it would be logical to have the Social Security

Administration be a separate, independent agency, perhaps headed by a bipartisan

board."

The Social Security Act Amendments of 1983 called for the creation of a

Joint Study Panel to *conduct a thorough study with respect to the

implementation of removing the Social Security Administration from the

Department of Health and Human Services and establishing it as an independent

agency in the Executive Branch, with its own independent administrative

structure, including the possibility of such a structure headed by a board appointed

by the President, by and with the advice and consent of the Senate."

Neither the National Commission nor the Congress spelled out the

organizational or management advantages or disadvantages of SSA as an

independent agency reporting to the President, and this now becomes one of the

principal tasks of the Congressional Panel on Social Security Organization. The
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Panel, in its deliberations, will compare the independent agency with options for

granting SSA greater autonomy and independence within the HHS structure; in

addition, the form of a government corporation will be evaluated to determine

whether it offers any compelling advantages which are not attainable in the more

traditional federal agency organization.

This report, prepared for the Congressional Panel, is about management

issues rather than program or policy matters. Nor does it attempt to spell out the

details of legislative language dealing with managerial authority. Instead, it deals

with the management probleuas faced by large operating institutions such as SSA,

the management constraints within which SSA mumt function, and the

opportunities which exist to improve SSA's management performance, either as an

independent agency or in its current departmental location. Making SSA

independent does not, in itself, assure its greater effectiveness or responsiveness

to public ne"•d But the Congressional consideration of how to implement

organizational independence creates a unique opportunity to rethink what it is

that does make an organization like SSA manage well or poorly. This reFort is

essentially an exploration of these opportunities.

The report should be read with the idea in mind that effective management

in any institution, including a public agency, depends more on leadership, positive

motivations for excellence and service, and the willingness to work hard and

effectively, than it does on compliance with an array of management regulations

and constraints. In addition, the quality of management in SSA will in the ave.ar

future depend heavily on the flexibility given to its commissioners and top staff to

cope with change rather than stable routines-change created by the new law

governing the program; change induced by the impact of new technology: and

change growing from a heightened public concern that public organizations must

meet more stringent tests of cost restraint and management effectiveness.
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1. SSA LEADERSHIP AND AUTHORITY

The question of SSA leadership is a critical one, and an array of options,

including several forms of board concepts and mechanisms was examined. While

the main concern has been the management implications of alternative forms of

leadership, it simply is not possible to consider the management role without

understanding the political and policy consequences of these alternatives as well.

The most feasible alternatives for leadership are these:

1. A single authoritative commissioner.

2. A full-time Board of Directors responsible for direction of the

agency and which may or may not have an operating head.

3. A single commissioner, plus a part-time policy board.

4. A single commissioner, plus a part-time advisory board.

The baric question is: "From a management view, which of these

alternatives would achieve the greatest management effectiveness?" The

following conclusions were drawn:

I. In management terms, the most important point is that it is

almost universally agreed that single administrators are far

more effective and accountable than multi-person boards or

commissions, bipartisan or otherwise.

2. Again in management terms, a board is not a necessity and is

not desirable. Even if a board's role is carefully defined and its

membership carefully selected, history strongly suggests that it

is almost impossible to kep such a board from interjecting

itself into the management of the organization which it

stewards. While such interjections are occasionally useful, the

likelihood is that they would end up confusing and debilitating

- I -
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the authority of the agency head, creating conflict for the

staff, and becoming another layer of management which adds

little and detracts much. Furthermore, the composition of such

boards becomes an issue in itself, and all too often breeds

preoccupation with diversionary issues of balance,

representativeness, or political fairness, rather than the ability

of such boards to contribute to the success of tbe program.

3. Where boards attempt to manage programs directly without an

authoritative manager (administrator. executive director) they

have proved most often to be ineffective.

Thus, to the extent that management needs dictate the form of leadership,

it is strongly advocated that a single commissioner be appointed and that the use

of a board be avoided as neither necessary or desirable.

It is further recommended that the commissioner of SSA continue to be

appointed by the President with Senate advice and consent. The commissioner

should serve at the pleasure of the Pre:iident, because it is felt that political and

policy reality is such that a fixed term appointment would not assure any real

"protection" against the strains and conflicts of the political arena, and would not

really guarantee the continuity of leadership which is so widely hoped for. A term

appointed commissioner in a hostile administration, or one lacking the confidence

of the Congress, simply could not be effective.

The best prospect for achieving continuity and leadership stability lies in the

appoirtment of top quality career people in the balance of leadership positions in

SSA. The added flexibility now provided in the Senior Executive Service, including

the combination of SS Career Reserved and SES General positions, and the

authority of the agency head to direct the reassignmnitnt of senior executives "for

- z -
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the good of the agency", is more than adequate to assure a responsive career

staff, and substantially mitigates the need for political appointments in other than

the commissioner's post.

The magnitude and importance of the managerial dimensions of the

commissioner position are so great that the President should select a person of

recognized management capability and experience in that position, and it would be

desirable for the Congress to so stipulate in its legislation.

Returning to the idea of an SSA board, it is reiterated that such a board

cannot be justified for management reasons. If, however, the Congress judges

such a board to be necessary for other reasons, the following additional points are

made:

1. The feasibility of any form of effective board is markedly less

if SSA remains inside HHS. It is extraordinarily difficult to

define the role of any board which would not seriously confuse

the policy authority of the HHS Secretary, and there is the

added risk that it would freeze out participation of the SSA

Commissioner and the important policy formulation resources

of the agency.

2. There is a concern that, if SSA is an independent agency, its

Commissioner would lack the clout and resources of a cabinet

department in dealing with other major elements of the

Executive Branch in coordinating the "policy and politics" of the

program with other principal interests-the Secretaries of HHS,

Labor and Treasury, the Council of Economic Advisers, and the

Executive Office of the President. If a board can help as a

means of assisting and facilitating these important policy

- 3 .
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coordination relationships, then it might have value. To meet

this purpose, an advisory board appears to be a feasible model.

Such a board would be composed of cabinet members, plus some

public members who could serve to facilitate relationships

within the Executive Branch. Or, it might be composed mainly

of able, well respected public members who would create public

confidence that balanced judgments will be made about the

program, and the best interests of the public will be served.

The SSA Commissioner would be a full member of this board

and benefit from it as a somewhat more formal means for

achieving governmentwide policy coordination. This form of

board could also work with SSA as a part of HHS, but the need

for it appears markedly less since the TIHS Secretary and the

top political officers would presumably serve the policy

coordination role.

-4-
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II. BUDGET AND FINANCIAL MANAGEMENT

A. Budget Formulation

SSA already enjoys an especially advantageous position in the formulation

and review of its budget. Major benefit program and administrative fund

requirements are provided by categorical social security taxes paid directly by

both employees and employers, and are placed in a special Trust Fund in the

Treasury Department to provide a safety reserve and to assure that the funds

cannot be spent for other purposes. This assured reserve is matched in Congress

by almost automatic permanent authorizations (subject only to normal

Congressional authority to consider changes in authorization). The agency's

administration and management expenses are also paid from the Trust Fund.

While budget estimates are reviewed by OMB and by the appropriations

committees and initiafly financed from general revenues, SSA costs are ultimately

paid out of the Trust Fund. Thus, the Congress, in an extraordinary way, has

committed itself to funding social insurance programs at whatever level of

demand results from statutorily defined program criteria.

There are several improvements in SSA's budget formulation process that

can be made which build on this stable revenue/authorization base.

I. A biennial budget

One of the serious management problems which characterize the budget

process across the whole Federal Government is its heavy procedural overburden.

In recent hearings in the House Rules Committee's special Task Force on the

Reform of the Budget Process (chaired by Congressman Bielenson), many

important witnesses stated that the idea of moving the Federal government

toward a biennial budget had substantial merit and warrants serious further

consideration. A number of those witnesses, as well as other sources including

- 5 -
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NAPA's report "Revitalizing Federal Managemento* have recommended that one

or more demonstrations should be undertaken with agencies or larger programs to

test the feasibility of the biennial budget. SSA could become the basis for such a

demonstration program because of the extreme reliability of its funding and

authorization, and the relative stability of its program execution.

The managerial advantages which would result center around the potential

to cut back draraatically on the costly staff time and effort in dealing with budget

procedures and paperwork. This would be especially true in an independent SSA

outside of HHS where the whole layer of departmental budget justification would

be eliminated. Little would be lost by either OMB or Congress since program

expenditures In the short run are closely predictable (through SSA's actuarial

analyses) and administrative costs do not charge rapidly from year to year.

2. Workforce planning

This area of management is now wrongly focused on use of detailed line-by-

line personnel estimates shown in budget schedules, rather than on broad, forward-

looking general planning for staffing needs. As a consequence, overly detailed

reviews are conducted In HHS, in OMB, and in Congress. Yet one of SSA's most

important management, resources is its workforce, and the ability of the SSA

Commissioner to plan and deploy that workforce is one of the most important

tools for achieving management effectiveness.

Operating managers throughout government have long advocated major

improvements in the latitude and authority given to managers to control this total

workforce. An independent SSA could be given the following additional authority:

a. A shift away from submission to OMB and Congress of detailed

position-by-position schedules of all positions required for

future years. Instead, SSA would submit a Workforce Plan

- 6 -
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which defines and justifies the total workforce requirement, and

spells out areas of increase or decrease planned as a result of

any changes in programs or administrative operations. SSA is

particularly able to do this since it has a fully developed system

of work-related personnel standards and work measures which

tie staffing needs to workload.

b. Congress would be able to evaluate these plans as a total

workforce estimate of need, related accurately to the real

program needs which justify the workforce. Congress would

accept ov modify the plan and would need to refrain from acting

on individual positions or organizational units.

c. OMB or congressional limitations would be shifted to limiting

total dollars to be authorized, and would not be expressed in

terms of either total numbers of employees, or total full time

equivalents or work-years of staffing effort.

d. Within the overall total dollar limitations established by

Congress or OMB, the SSA Commissioner should have flexibility

to control the number of employees, the mix between

permanent and temporary employees, the pace at which

employees are added (or removed) from the staff, their

organizational placement, and the grades and salaries (as

defined by law and regulation) to be paid.

This revitalization of SSA control over its total workforce resource can add

immeasurably to optimum use of the 82,000 employees which are SSA's greatest

resource, for these reasons:
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o The substantial cost and workload burden of detailed workforce

budgeting would be greatly reduced.

o The quality and realism of workforce planning and management

would be greater.

o The authority and leadership of the SSA Commissioner in this

critical area would be visibly enhanced.

o Real cost savings can be realized because workforce can be

more precisely matched to program needs and overstaffing

eliminated.

o Chianges in staffing can be made more quickly and readily to

meet changing program needs.

One important specific workforce planning element for the future which SSA

should submit for congressional approval are needs for special authority or waivers

of position limits so that SSA has positions available in which to carry employees

who are in retraining programs resulting from the introduction of new computer-

based systems and procedures which will occur in the next few years through

implementation of the System Modernization Plan discussed in Section IV of this

report.

Further improvements in personnel management systems and practices are

discussed in Section IM of this report.

3. Budget Oversight

Budget oversight would change only moderately for SSA in the various

options for organizational independence. If independent but still in HIUS, it would

normally be expected that appropriate departmental scrutiny of the budget would

continue unless the Congress deliberately denies in legislation the application of

that oversight. This would not be likely if the decision is made to keep SSA in the
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department in the first place. The addition of a social security board would mean

that the role of that board would need to be spelled out in relation to both the SSA

Commissioner and the Office of the Secretary. In generals a board might be

expected to contribute best by confining its role to one of facilitating and

participAting in 'front-end" discussions, but would leave the presentation and

justification of the budget to the Commissioner.

In the case of an independent SSA reporting to the President, the present

advantages or disadvantages of clearing the budget to the HHS office of the

Secretary are foregone. SSA leadership would then deal directly with OMB and

the Executive Office of the President. It is likely that the substance of the

budget wotld be little different, because the importance and economic

significance of the program means it is a priority for OMB ard the President in

any event.

In the case of SSA being set up as an independent government corporation,

the Congress would need to make explicit decisions as to the budget oversight and

accountablity it will demand. Organizational independence, even in the corporate

form, does not change the need for political oversight and accountability, and

SSA as a corporation should still be subjected to the oversight of both the

Congress and the Executive Office of the President. Some exceptions to this

generalization will be discussed in other sections of this report dealing with

specific management systems.

It is recognized that this process-oriented discussion of budget formulation

is an element of broader kinds of concern about bow social security programs fit

into the overall budget strategy which deals with such questions as whether these

programs should be off-budget, or whether they should be placed in competition

with other federal programs in the congressional limits established through the
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first and second Concurrent Budget Resolutions. Organizational independence Is

not sufficient in itself to Justify any substantial relinquishment of critical policy

and budget oversight. Nor should it be assumed that direct oversight by the

Executive Office of the President will make budget oversight any easier or more

sympathetic.

OMB budget reviews and Its general approach to Executive Branch oversight

are often the source of conflict with individual agencies, not only over budget

levels but also over management systems and controls which can inhibit agencies'

latitude and freedom of action. The NAPA report points out that, in serving

short-term budget imperatives, OMB oversight can become shortsighted and can

inhibit agency efforts to do intelligent longer term management planning, or to

sustain its own management reform initiatives, independence from SSA must

clearly be based on the understanding that, while it will respond constructively to

the President's oversight, it must be free to manage its own affairs, and strong

enough in its management talent to make its own choices and carry out its own

plans.

B. Budget Execution

After congressional passage and presidential approval, and the subsequent

issuance of Treasury apportionment warrants and OMB apportionment, agencies

like SSA are finally officially authorized to begin to translate the approved budget

into internal implementation of programs. At this point, the budgets meld into

agency program controls, financial management systems, and internal financial

controls.

Budget execution is less policy and political and more managerial than.

budget formulation, and yet the best ways to improve SSA's budget execution rest

primarily in the hands of the Congress.
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There are two budget areas in which Congress could help SSA if it wishes to

do so:

1. Reduction in Congressional *line-iteming" or micro-budgeting.

Over the course of years it has been evident that there is a tendency to

accrete or accumulate surprisingly large numbers of specific detailed instructions

or directions or requirements which the Congress imposes through authorizing

legislation, appropriations language, oversight requirements or other means. Many

of these specifics are obviously needed to define program requirements, but many

others are constraints or limitations on administrative or management authorities

or procedures. Others are requirements for reports or data.

The evaluation of an independent SSA is an ideal time for the Congress to

reassess these detailed requirements and constraints, and eliminate those which

are no longer necessary, or to smplify as much as possible those which must be

kept. The advantages are twofold:

o experience indicates that these requirements create a surprising

burden of administrative process and paperwork. Each detailed

requirement perpetuates itself and gets built into the system.

This in turn leads to further tracking of these small details, and

the related requirements for reports, statistics, expenditure

statusing, and staff follow-up. Any elimination which is

possible can pay off handsomely in reducing costly red tape.

o Rigidities and blocks in the form of detailed procedures or

limitations built into the budget process also reduce the

fler.ibflity of operating officials to exercise their own judgment

and freedom of action for which they are presumably paid.

Where managers believe they see ways to be more efficient or
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cost-effective, but are constrained from doing so, their

motivation for high perform %nce is seriously impaired.

2. Thresholds for deferrals or rescissions

Part of the actions taken by Congress to reform its own budget process

culminated in the Impouadment Control Act of 1974, which required agencies to

report all impoundments, no matter how insignificant. The Congress had

concluded that there had been significant under-reporting of impoundments under

previous ground rules, and more stringent rules were required.

Now, 10 years after this legislation, GAO has assessed recent experience and

has recommended that reasonable thresholds be established for deferrals and

rescissions. This is a desirable improvement. The recent Supreme Court decisions

invalidating legislative vetoes has made the deferral provisions of the

Impoundment Control Act inoperable. With the present concern over the

effectiveness of SSA, it is an excellent time to review such actions as they relate

to SSA and to provide reasonable thresholds where possible. The management

concern is that stringent requirements for referrals to Congress have had a

chilling effect on potential genuine savings in agencies through economies or

management efficiencies, or productivity improvements. Provision could be made

in any legislation dealing with SSA to build back into the system incentives to

encourage cost-effective behavior.
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MI. PERSONNEL MANAGEMENT

There has probably never been a more important time in SSA's history to

plan for the future of its workforce and to strengthen the hand of its

commissioner as the manager of that workforce.

There are few agencies in government which are more "people intensive" in

character, or which will have to change more as a result of the impact of new

ADP technology. The following kinds of changes can be expected:

o Processes for receiving applications for benefits, establishing

eligibility, and computing amounts of benefits will be

increasingly automated and automatic.

o Procedures for maintaining reliable lists of payees and paying

out checks will be linked electronically and made more

automatic (i.e. "paper free").

o Claims representative and service representative functions will

be increasingly automated, more data will be in computers and

there will be fewer person-to-person responses.

As these changes take place, there will be a high likelihood that the total

numbers of people needed to administer SSA programs will decline-and this

development will cause human problems.

At the same time, the nature of many SSA jobs will be changing. There will

be a need for many more people who have computer skills, including the skills of

development and maintenance of software and communications systems, as well as

equipment capabilities. This means that, even among those employees not

displaced, there will be a major need to retrain people in new skills, and to move

people around to match changes in organization, job groupings, and skill mixes.

Some of these changes may be geographical, as SSA seeks to realign its extensive

field structure to take advantge of new communications potentials.
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Another major change which SSA now faces is the need to master the

challenge of managing its major new project for the implementation of its

Systems Management Plan. In the next few years, this project will need a new

style of disciplined control of a project of finite time duration which cuts across

all existing lines of authority within the agency. While the computer aspects of

the project will be centrally managed by the systems staff, it will force

fundamental changes in the future management of most of SSA, and will require

that all other line and staff elements rethink how they will respond. The Systems

Modernization Plan must be the servant of line management, and cannot become

another obtrusive system which ends up being an end in itself. And, as jobs

change, SSA must have far greater latitude to define jobs peculiar to its own work

and ,-lassify those jobs at levels which are realistically competitive with the

private sector "market" for these talents.

As these changes take place, SSA employees threatened by job

displacements have a right to as much help as possible in remaining employed with

SSA through retraining or equitable internal competitions for dwindling current

jobs or newly defined positions. In addition, however, the very speed with which

change will happen and the more technical nature of new positions mean that it is

very likely that SSA will need to bring new talent into the agency which has high

technical skill and experience beyond the capacities which can be developed by re-

training. This may be especially true in a few key senior positions because, under

present salary levels, thc Federal Government has extreme difficulty in being

competitive for top talent in the computer/ADP industry which is one of the most

competitive and best paying in the U.S.

Even without considering the major people-oriented challenges which SSA

faces, it is apparent that there have been significant opportunities to redefine the
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role of the SSA Commissioner in the arena of personnel management. The

following sections, therefore, define a new "package" of personnel authorities

which recommends some accommodations in regular personnel functions, and some

special authorities which go to the heart of SSA's special needs.

A. Employee Recruiting and Selection

HIIS has given SSA as much delegation of personnel authority as it can,

subject to controls which are applied by the central Office of Personnel

Management. The real limitations which constrain SSA recruitment and hiring

stem from those central controls.

SSA has traditionally relied heavily on the hiring of numbers of college

graduates into beginning positions as claims representatives and service

representatives and for entry level talent in many other administrative and

management positions. The quality of these initial hires can be very substantially

improved if SSA people are able to personally recruit, interview and hire those

people whom they believe will perform best in SSA. Timing has always been

important in college recruiting, and the ability to make immediate job offers at

competitive salaries often spells the difference between getting desirable or

marginal people.

In recent years, a temporary system of filling entry level positions (caused

by an out-of-court settlement of a lawsuit) has severely altered this preferred

hiring practice. SSA is now required to concentrate on potential internal efforts

to fill its entry level professional positions through "promoting from within" (out

of the clerical st•,ff) before it can move to hire college graduates. In addition,

where college hires can be sought, they may only be hired uider "Schedule B"

authority, which is normally used for temporary hiring and which does not

normally lead to permanent career status. Because of these limitations, SSA is
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not able to recruit successfully among college graduates, and there is a perceived

lou of quality in its entry level workforce, and, over the longer term, in the

personnel who may be advancing into supervisory and management positions. For

hiring into other positions in the workforce, SSA has done little or no recruiting of

its own, and has had to select from registers of "walk-in" candidates furnished by

OPM. OPM is charged with finding a governmentwide solution to the "Schedule B"

problem described above, but this constraint is hurting SSA at a particularly

unfortunate time in terms of its ability to tailor its staff for future needs.

At a minimum, SSA should be given authority by OPM to recruit,

competitively examine, and select all SSA hires in positions for entry level claims

representatives, service representatives, or other entry level positions normally

filled by college graduates. If OPM is unable or unwilling to make such

delegations, consideration ought to be given to special waivers for SSA from civil

service statutes or regulations r-elating to the appointment and tenure of personnel

which would permit SSA to set up a merit system (subject to the merit principles

contained in the Civil Service Reform Act of 1978) which would provide tenure for

employees similar to that of the civil service system, and which would permit

interchangeability of employment without loss of tenure or benefits. This waiver

authority can be given specifically to the SSA Commissioner to be exercised only

on a showing of specific need, and only for five years, or until such time as

general recruitment and hiring regulations have been redefined to satisfy the legal

constraints of the court order.

B. Classification Authority

An important part of the total package of basic personnel authority is the

control exercised over the classification of positions--that is, the formal

description of the duties of a position, and the grade level justified by those
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duties. Traditionally, OPM has maintained a governmentwide classification

system which rests on standards for jobs prepared by OPM, and on classifications

performed and approved by personnel experts. But in recent years, the basic

classification system has failed to keep its body of standards current. Many are

now obsolete, and there is a great and growing backlog of revisions to be madJ, or

entirely new standards to be written for new jobs in government. In addition, the

great range, variety, and growing sophistication and complexity of jobs all over

the Federal government has increasingly thrown into question the accuracy and

reliability of this huge centralized system as a means to describe positions

effectively or permit fair and realistic grade levels to be established for them.

As the problems of the centralized system have grown, agency managers

have been forced to point out the increasing lack of its reliability and the belief

that personnel classifiers are not reflecting workplace and labor market reality.

Line managers have become increasingly frustrated with the system, an'! feel that

it fails to meet their needs. OPM has been reluctant to delegate authority for

development of classification standards to agencies, feeling that the needs for

central system uniformity and consistency outweigh the advantages of permitting

agency managers to control their own personnel tools. In its report "Revitalizing

Federal Management" the NAPA Panel disagreed with this view, and advocated a

better sharing of the classification responsibility. It urged OPM to concentrate its

efforts on the development of governmentwide standards, for the professional

level positions (i.e. the "journeyman" positions) but to place more trust in

individual agencies by delegating to them the authority within broad OPM

guidelines to develop classification standards and to do position classification at

all other levels within an occupation.
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SSA is well suited to exercise this kind of direct classification authority. It

is a very large employer in its own right and must maintain a substantial personnel

staff. It has many jobs which are specific to its programs, and has superior

knowledge of what the duties of those positions should be. Therefore, it is

recommended that OPM delegate authority to the SSA Commissioner to develop

classification standards for positions unique to SSAf subject to OPM approval.

There is precedent for this in a number of other agencies, but it is most relevant

that IRS was granted similar authority when it automated its programs and went

to its present organization and method of operation.

An attractive option to consider would be for the Congress to authorize the

to I SSA to undertake a major personnel test and demonstration program of the kind

authorized by the Civil Service Reform Act of 1978. The concept of an overall

test and demonstration program involving a broader range of management

authorities is more fully discussed in Section VII of this report.

C. Management of SSA's Senior Executive Service

The best way to improve SSA management and achieve highly necessary

continuity and stability of leadership is to make all of the principal positions in

SSA other than the commissioner part of the Senior Executive Service, and then

see to it that these positions are filled by the best, and most able, and most

experienced people possible.

The Senior Executive Service is not yet five years old. It created new and

more flexible authority for agency heads to reassign SES people, and it created a

combination of Reserved positions which can be held only by career people, plus

General positions which may be held by either career or non-career people. And,

it authorized the development of executive bonus systems and a performance

evaluation to link reward to performance.
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The changes in statute were aimed at opening up the freedom of agency

heads to manage more effectively their cadres of senior managers. Some agencies

have been more effective in accepting and utilizing this authority than others, and

there remain other opportunities to be realized in this area. The Civil Service

Reform Act, for example, did not attempt to deal with the most important issue

of executive compensation, except in the limited area of bonuses.

Five years of experience have shown where other improvements in the

functioning of the SES are still possible. The following recommendations

represent further substantial improvements which could be made possible for SSA:

1. Executive salaries: Great stress has been placed on the

necessity for SSA to be able to bring stability and continuity to

its leadership -and excellence as well-by being able to put

top quality people into its SES positions. Recent increases in

SES salary levels have done much to mitigate the disturbing

rate of departure of top experienced career executives of only

two years ago. But, SSA will continue to be heavily dependent

on its ability to attract and retain exceptionally capable people

in a marketplace competition with some of the best paying

industries in the United States. Congress should, therefore,

consider granting authority to the SSA Commissioner to pay a

limited number of executives (perhaps 5-10) up to $Z0,000 per

year in excess of the salary level of ES-6 without regard to the

limitations of Section 5383(6) of the Civil Service Reform Act

(which precludes compensation above that of Executive Level

I). This authority would be exercised only where the

Commissioner could show that an executive with urgently

needed technical/managerial skills could be hired or retained

only through the additional compensation.

- 19 -



93

137

Z. Numbers of SES Positions: A principal control on employment

numbers is exercised with respect to senior executive (SES)

positions. OPM allocates these positions throughout the whole

federal establishment. In HHS, a further allocation is made for

elements of the department, and it is "competitive" in the sense

that total demand for such positions may exceed the authorized

number. Thus, SSA needs may be subordinated to the overall

balancing act both in HHS and in government as a whole, and

even granting good intentions, this kind of centralized

allocation approach may fail to meet the genuine needs of a

given agency.

Congress can consider the option of dealing with the needs

of an agency more directly. There is precedent over many

years in the statutory definition of the numbers of Executive

Level positions, and levels authorized to agencies in their

authorizing legislation. Another precedent is again shown in the

case of IRS, where Congress, in authorizing a general increase

in the numbers of GS-16 through 18 positions, directed that a

specific number be given to IRS to buttress its top management

cadre.

3. Executive development: A third major opportunity, but one

perhaps not of direct congressional concern is executive

development. Neither individual agencies, nor OPM for the

whole Federal Government have adequately responded to the

impetus of the Civil Service Reform Act by developing strong

positive ways to develop the executive talent of the Federal

Government and promote excellence through mobility as a

35-323 0 - 84 - 7
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broadening experience, or by building executive skills of

decision-making, risk-taking and innovation. Congress can

address this issue at least in terms of language which mandates

that SSA must develop and maintain an executive development

program within its own ranks, including the encouragement of

the most able and highly motivated people to prepare

themselves to compete for SSA's future executive

opportunities. While it would still be up to the commissioner to

develop such programs, congressional recognition of this need

would do much to give it the credibility and visible support

which it now seems to lack within the Executive Branch.

D. Other Personnel improvements

1. Technical expert salaries: SSA, as well as many other agencies which

must compete in the rich computer technology market, is often unable

to compete for certain skilled technical people such as systems design

experts, software/applications systems specialists, or contract

management personnel technically competent to monitor contracts for

sophisticated technology development. Therefore the SSA

Commissioner could also be given special authority, similar to that

advocated for senior executives, to pay up to an additional $10,000 a

year without regard to the normal limitations defined in federal pay

authority, and subject to a similar showing of need to hire or retain

specifically defined skills.

2. Training and Redeploymer.t of the Workforce: As the new Systems

Modernization Plan is implemented it will be necessary to retrain and

redeploy the workforce. In some cases, this latter may also involve

geographic moves.
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While normal operations must be continued, it will be important

to permit persons to be retrained and to have adequate resources to

conduct training. At issue will be personnel ceilings and dollars for

retraining. No new authority for training will be needed, but SSA

should move quickly to identify retraining needs as soon as possible,

and develop proposals for congressional scrutiny which show where

personnel ceiling special dispensations may be needed to carry

employees through such retraining periods, or when extra funds may be

needed to finance such programs. It is assumed that these needs can

be fully justified in the normal course of congressional program and

budget oversight and that they will be perceived as legitimate

expenditures from the Trust Fund.

3. Labor Relations: SSA's labor relations would not be fundamentally

different as an independent agency as compared to being a part of

HHS. It might be significantly changed, however, if SSA were

established as a government corporation, and if its employees ceased

to be federal employees in the usual sense and thus no longer governed

by the Federal Labor Relations Act and Title VII of the Civil Service

Reform Act. The creation of a government corporation would presume

the shift of labor-management to those laws and regulations which

govern in private sector employment, and would undoubtedly broaden

the base of issues-including salaries and the right to strike-over

which employees might become entitled to bargain. The implications

of such changes are very great; sufficient in themselves to mitigate

against the feasibillity of SSA becoming any form of government

corporation.
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IV. COMPUTERSt INFORMATION RESOURCES MANAGEMENT, AND

PROCUREMENT

A. Background

SSA is one of the largest processors of data and heaviest users of computers

in the Federal Government. On the payments side, it manages the payment of

monthly benefits to 36,000,000 people or 432 million checks each year, plus the

related workload of determining eligibility and benefits. On the "input" side, SSA

handles 380 million transactions each year in the process of recording earnings

from W-2 forms and posting these earnings for subsequent use.

The cost to operate and maintain SSA's current data base and future

revisions of it are estimated at $1.6 billion over the next five years. In addition,

Its Systems Modernization Plan estimates that $478 million will be needed in the

FY 82-87 time period to modernize its total ADP/information processing system.

Furthermore, it appears to be almost the consensus of the General

Accounting Office, the President's Private Sector Survey on Cost Control (Grace

Commission), and other outside evaluators, that under past management systems

and practices, SSA has not been able to cope adequately with its data processing

needs and has been in a protracted period of ADP difficulties. The following

assessment made in 1982, was reported by the Grace Commission: 1

1 "Report on the Social Security Administration,"a report of the President's
Private Sector Survey on Cost Control. U.S. Government Printing Office,
Washington, D.C. 19,3.

- 23 -



9A

141

o In terms of its main processing needs, SSA's 1982 workload

capacity was 2,000 hours per month. Its estimated total

workload was 4,500 hours per month, and even its "critical"

workload was 3,000 hours per month.

o In terms of its teleprocessing needs, its capacity was 410,000

input units. Its total actual demand was 700,000 units, and its

"critical" needs were 620,000 input units.

o In its Data Operations Centers, which handle income reporting

from W-Zs, there was an estimated three year backlog of

actions.

"o More than 90 percent of its ADP hardware was, by comparison

with more modern available equipment, judged to be obsolete.

"o Its operations were considered inefficient, slow, labor intensive

error prone, hopelessly backlogged, and burdened with wholly

inadequate software systems and internal work procedures.

The Grace Commission report concluded that "SSA ADP operations are close

to collapse, through years of neglect and mismanagement."

The identified causes or symptoms of this massive management problem

make it clear there has L.-en a broad general failure of the total way in which

SSA, and other elements of the Federal Government, have defined and controlled

ADP mnagement. The diagnosis of SSA difficulties includes the following:

o There has been a lack of firm, continuous, uninterrupted top

management support--not only in SSA but in TVIS.

o More than 90 percent of equipment had been allowed to become

technologically obsolete. (.New equinm,-nt ',as now been

purchased and installed.)
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"o Total ADP capacity is inadequate for total workload.

"o Applications systems and programs have grown obsolete and

inefficient.

"o Workload backlogs have necessitated heavy Investments of time

and money in catch-up or fix-up efforts.

"o The systems have been heavily error prone, and further time

and effort is needed to catch and correct errors.

"o There has been a lack of proper internal management controls,

change control apparatus, data base management, and attention

to user needs.

"o Lack of proper systems documentation has prevented effective

operation and maintenance ('13 million lines of unmanageable

patchwork code").

B. The SSA Systems Modernization Plan

Until recently, one of SSA'tt major shortcomings was the lack of an approved

plan to revitalize and modernize its total ADP capability. A number of planning

efforts were tried in the past and failed to come to fruition, apparently in large

part because of the magnitude of such planning in itself, but also because of the

enormous time rad effort required to clear such plans throughout the rest of the

Federal government.

In 1982, SSA finally was able to obtain approval of its current Systems

Modernization Plan (SMP) which is now being implemented. The SMP is a five-

year plan for total revitalization of the ADP payments system. Its estimated cost

over five years is $478 million and it is divided into three phases:
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Phase I-Survival

o increase in short-term computer capacity

o salvage and upgrade of existing software

o upgrade of data communications links to eliminate backlogs

o upgrade of some tape drives and introduction of some

magnetic disk capability

o new management controls and operating procedures

Phase fl-Transition

o software salvage completion

o conversion of master files to magnetic disk

o addition of intelligence capacity to field organization

terminals

o more increases in computer capacity

Phase rn-Completion

o a new payment system

o introduction of data base management

o completion of a full electronic communications net

o advanced system architecture

The approval of the Systems Modernization Plan and the initiation of its

implementation has been a vital first step in the long road to revitalization.

Already, SSA's obsolete large computers have been replaced, and important

progress is being made in upgrading its telecommunications links and replacement

of its tape drives. The problems which have been encountered, and the magnitude

of the tasks remaining are perhaps the best possible "case study" of the urgent

need to recognize the importance of SSA as a Management organization, above

and beyond its policy formulation role.
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Obviously this report is not the vehicle for intensive diagnosis of these very

complex SSA problems, nor can it make very precise detailed analysis of SSA's

internal management. What is apparent, however, is that SSA shares most of the

characteristic difficulties which were identified and evaluated in NAPA's

"Revitalizing Federal Management." Based on that report and other data, the

following section evaluates potential management improvements which should be

considered in legislative actions relating to the establishment of SSA as an

independent agency.

C. ADP/Information Resource Management Reforms

1. External reviews of ADP/IRM Plans

Current laws and regulations give very substantial authority to GSA and

OMB as central agencies of government charged with achieving the best possible

use of ADP/IRM capabilities throughout government. These governmentwide

authorities are primarily conveyed through PL 89-306, amendments to the Federal

Property and Administrative Services Act (the "Brooks Bill"), and PL 96-511, the

Paperwork Reduction Act of 1980. These statutes mandated the creation of the

Office of Informatior. and Regulatory Affairs in OMB, and directed agency heads

to appoint information resource managers (IRMs) in their agencies. They also give

to the GSA Administrator powerful central control over this IRM structure, as an

addition to er.isting direct authority over all computer acquisition. In fact, it is

the GSA A~dministrator who delegates authority to agency IRM's (not to agency

heads) for all aspects of ADP information management. These IRMa are, in turn,

responsible to the SSA Administrator for all activities defined under the statute.

The motive behind these statutes is clear; it reflects the strong concern that

central agency authority be brought to bear to become the guarantor of agency

performance and compliance with central uniform requirements and procedures
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for the planning and implementation of ADP/informatlon management systems,

and for ADP acquisition. As the Academy report attempts to point out however,

legislative mandates have given OMB, GSA, and inevitably, HHS, a big share in the

total decisionmaking with respect to SSA's ADP management.

It is difficult to quarrel with the basic intent of these statutes, and the

necessity for responsible governmentwide oversight of ADP/information

management resources. Such concentration of centralized control however, has

often led to "trade-offs* against the flexibility and managerial authority left in

the hands of program managers such as the SSA Commissioner. The most

important need for the SSA Commissioner is to use his computers to handle SSA's

internal program data processing-to make eligibility determinations, compute

benefits, process claims, and-above all-to get benefit checks out on time. SSA

is an excellent example of an agency where ADP capability is heavily integrated

with, and a critical element of, total benefit program management. It is not a

separate servdce function. If the SSA Commissioner can be relied upon by the

President to direct the agency, that official should also be competent to

administer its ADP capabilities.

Options for greater IRM/ADP authority. If the Congress wishes to recognize

the importance of the IRM/ADP responsibilities and their inseparable link to

program success, it must consider options which mitigate some portion of external

control exercised by HHS, OMB, and GSA. If SSA were established as an

independent agency reporting to the President, it would avoid the issues of its

relationships with the departmental level staffs. But whether SSA is an

independent agency, or is given greater independence in HHS, there remain the

more important authorities exercised by GSA and OMB.
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Option I. SSA could be given its own direct authority by legislation

for IRM and ADP planning, and ADP for procurement.

Option Z. The GSA Administrator could be directed to make a full

delegation of both IRM and ADP planning and acquisition authority to

SSA as now permitted by law. This would leave GSA and OMB roles

for policy oversight, planning approvals, and procurement oversight

intact, but would not permit the GSA Administrator to withdraw

those delegations in the future.

Option Z should be seriously considered. It provides a more realistic

delegation of authority directly to the SSA Commissioner. It would reduce HHS,

GSA, and OMB involvement in specifics, but would permit those agencies to

exercise their appropriate policy and oversight roles. While SSA is now, after a

number of years, making significant progress under its new SMP, it should be

recognized that this is not a static plan, but one which must be kept flexible and

dynamic. The technology itself will dictate further future change. An agency like

SSA could benefit very much from more direct authority to make changes more

swiftly in the future than it has been able to do in the past.

2. Budgeting for ADP acquisition

The approval of the five-year Systems" Modernization Plan was a critical

management accomplishment for SSA, and it also provided OMB and the Congress

with an entire program plan so that the full public cost of this crucial

revitalization could be seen and debated. Congress has authorized the SMP, but it

did not accompany that authorization with comparable financial backing. The

NAPA report argues for greater governmentwide use of multi-year "life of

project" funding; In the SSA case, it could have meant a full five-year

authorization authority for the five-year plan plus a full five-year appropriation of
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the estimated cost. Funds have been appropriated through FY 83 (and these funds

are appropriately "no year" funds), but critical appropriations for the balance of

the project in fiscal years 1984, 1985, 1986, and 1987 are still not assured and will

be subject to the uncertainties of four additional congressional appropriations

cycles. If Congress is willing to do so, a multi-year appropriation of funds to

complete the balance of the SMP would add great certainty to its Implementation

because it would assure funds for contract management, hardware purchase,

systems design costs, and new software development. Through this funding

certainty, SSA could be helped to keep to its tight time schedule, and avoid costly

time delays or cost increases occasioned by untimely appropriations.

3. The policy of effective procurement competition

A bill entitled "The Competition in Contracting Act of 1983," which was

introduced in the Senate last year, sought to revise the procedures for soliciting

and evaluating bids for government contracts. This bill is in accord with the

Administration's policy to increase the level and effectiveness of competition in

government contracting. It would permit agencies to prepare specifications which

will obtain effective competition with due regard to the nature of the property or

services to be acquired.

The real issue is a policy one: should specifications for n-w computer

acquisitions be written so that any manufacturer can bid, or may they be written

so that a sufficient number can bid to assure effective competition, even though

some companies cannot bid? The issue stems from the fact that agencies like SSA

with large complex ADP systems are already heavily committed to some specific

software laituage or applications systems which are not compatible with some

computers. Any process of defining and justifying acquisition requirements is

extraordinarily expensive and time-consuming. Such a process is however
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extremely more complicated if it must aim for "full" competition (i.e. any

manufacturer can bid) in order to meet GSA and congressional requirements. The

Grace Commission points out the cost and time loss which this broadening entails,

and the consequences which might follow if a winning bid required that SSA

replace not only its hardware, but the basic applications systems and internal

procedures which are an integral part of its whole management structure. As the

Grace Commission stated, "Never again should SSA find itself in a position where

every facet of its operation needs to be replaced at the same time."

Use of the concept of effective competition rather than full competition

would permit swifter procurement and avoid potential serious disruption of SSA's

existing ADP system without abrogating the fundamental concept of competition

in federal procurement, and the Congress can make clear that SSA would be

authorized to pursue this course.

D. Other Procurement Issues

SSA is entering into a new, more complicated, and in many ways more

sophisticated era in its management role. The addition of new program

authorities in recent years (SSI, black lung, etc.), the increase in volumes of

procedural actions, the multiplication in the numbers of field elements, and

especially the challenges of the technological revolution in automation and

electronic data transmission, are all demanding more management from SSA

leadership than ever before.

Other things are changing as well. There is an iLcreasing demand for cost

effectiveness in government. It is not sufficient for an agency merely to cope

with its responsibilities. In an era of tight budgets, every agency must meet the

test of delivering quality service but at minimum feasible cost to the taxpayer. In

this environment, increasing attention is being given to alternatives for effective

management which might not have gotten active consideration a few years ago.
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One of the inevitable consequences of the implementation cf SSA's Systems

Modernization Plan for the revitalization of its ADP capability is that 5SA must

now learn how to become an effective manager of private sector contracting.

SSA has already selected a systems integration contractor to plan, organize, and

direct systems design and development, computer acquisition, systems

installations and testing-all activities which will be done in full or in part by

private companies under contract.

In addition, government policy over the last 10 to IZ years has shifted

substantially in the direction of more careful explorations of where the work of

Federal agencies can be carried out by the private sector. This trend, combined

with other approaches which seek to shift administration of programs to state or

local governments, is causing many agencies to rethink whether they continue the

2 traditional sole reliance on public employees in the performance of the public's

business.

Finally, budget pressures and growing taxpayer concern for the cost of

4 government, the complexity of government procedures, and the burden of federal

red tape are properly forcing greater attention on the need to streamline all

federal processes and procedures.

The federal procurement system has not escaped the general trend toward

managerial overburden and overregulation which characterizes other

management systems. As SSA increasingly enters this new era of greater private

sector contracting opportunities, it is an ideal time to link the prospects for

reform of its procurement system to the initiative to determine how SSA should

be established as an independent agency.

Based on its report, "Revitalizing Federal Management," and its assessment

of the general intentions of federal procurement reform, the National Academy of
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Public Administration believes that the following impro-;ements in SSA

procurement authority and systems should be examined:

1. A-76 determinations.

Traditionally SSA, like other fedeaoal agencies, performs the great bulk of its

work through a staff of civil service employees. Like most other agencies, SSA

has authority to enter into contracts with private sector companies to provide

goods and services.

In recent years, many public agencies at federal, state and local levels have

been examining more closely the potential to place out on contract to the private

sector activities now performed "in-house" by its civil service work force. In the

Federal government, the policies for considering such options have been defined

by OMB Circular A-76, which also specifies in detail the process for estimating

the cost-effectiveness of contractor performance of a specific activity versus

federal in-house performance.

The Office of Federal Procurement Policy has estimated that there are

many instances where converting to contractor-operated activities can save large

sums of taxpayers' money without reduction in performance. In recent years, this

potential for cost saving has led to increasing Executive Branch emphasis on

initiating such A-76 determinations. The Reagan Administration, through its

Reform '88 procurement reform program, has made such assessments a major

management reform priority.

It is recognized that the idea of taking activities traditionally performed by

civil servants and placing them in the hands of contractors is disturbing to

employees and many managers. Nevertheless, where such determinations can be

shown to be of benefit to the cost-effective management of SSA programs, any

legislation designed to establish the independence of SSA from existing constraints

must clearly provide for authority of this kind.
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Those agencies which are experienced in the use of commercial contracting

have demonstrated that it is perfectly possible to assure that federally-appointed

officials supervise such contracts while fully protecting the public's interests, and

keeping essential decisionmaking and financial controls in the hands of

government officials. But it is desirable to establish clearly the policy view that

reliance on the private sector is a valid alternative for SSA leadership where such

reliance can be shown to be in the public interest.

*: Within this policy, SSA should be free to conduct the kinds of determinations

spelled out in Circular A-76, even in work areas which have been traditionally

performed by civil service staffs.

2. Procurement Overburden

The heaviest reviews and constraints on procurement mat,.. for SSA

appear to be those exercised by elements of HHS rather than GSA or OMB. For

example, GSA has delegated authority to HHS for acquisition of ADP equipment

and software up to a level of $10,000,000; but HHS in turn (after approval of

overall progi-am and computer acquisition plans) requires that SSA obtain pre-

clearance of additions or changes to the basic plan which exceed $150,000. Any

other contract in excess of $100,000 must be pre-approved by HHS, and

departmental approvals for other categories of contracts are similarly tight: over

$100,000 for sole source contracts; $50,000 for telecommunications contracts;

$5,000 for audio visual contracts, and so forth. SSA can expect a round of

clearances at the HHS level which normally includes its Office of Procurement,

Assistance, and Logistics and also the Office of the General Counsel. IAthen there

are policy decisions needed as part of procurement (as for example certain socio-

economic matters like equal employment goals, or environmental impact

assessments), HHS clearances may become markedly broader and more
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complicated. Even with the best of motives, this elaboration of departmental

oversight acts to add layers of review, complicate each action, add to the long

lead times required to reach decisions, and run up the cost to the taxpayer. But

why can't SSA make these decisions for itself? SSA people are fully capable of

reading and understanding the laws and regulations which establish the

procurement system. If SSA people are competent to manage programs costing

$200 billion each year, why can't they responsibly control their own management

systems?

The nature of this discussion Is such that it argues that there can be valuable

enhancements of the management authority of the SSA Commissioner, and

significant reductions in the managerial overburden if SSA is an independent

agency reporting to the President, compared to an SSA remaining within, and

reporting to the HHS departmental superstructure. However, it is within the

power of the HHS Secretary to delegate greater latitude to the SSA Commissioner

and to end micro-management overburden from elements of the department.
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V. ADMINISTRATIVE SERVICES MANAGEMENT

Administrative services management is a general term which describes the

management of an agency's land and buildings; the maintenance, repair and

modification of these facilities; and normal office services like, heat, light,

telephones, and physical secitrity. In addition, it includes administrative support

such as printing and reproduction, provision of supplies and equipment, and

procedures to support official travel.

These services affect almost every employee in SSA. If these services are

poorly provided adverse consequences are felt throughout its internal operations,

and in turn by the general public which gets less effective public service. None of

these kinds of activities are so complex or difficult that they are beyond the

capabilities of any reasonably run institution. And yet, there is a history in the

Federal establishment of serious concerns with all these functions. Study after

study, audit after audit, has confirmed an astonishing fact: the preponderance of

difficulties which have been complained about deal with overall government

systems and controls, and not solely with problems within individual agencies. In

other words, the provision of relatively straightforward administrative support

services for a given agency seems to become less efficient, more costly, and

definitely more time consuming when it is forced to become part of a

government-wide management system.

The central agency which defines governmentwide policy, systems ani

regulations for all of the administrative services listed above, with the exception

of printing and reproduction, is the General Services Administration. Printing is

controlled in the Executive Branch of the government by the extraordinary

apparatus of i Joint Congressional Committee on Printing, which in turn mandates

that Federal printing above a certain size must be procured through the

Government Printing Office.
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The logic behind such centralized systems as property acquisition, buildings

management, printing, supply management and the others is that someone needs

to mandate standard uniform procedures and best practices in these activities;

that services can be more efficient if provided by a single government-wide

service organization which realizes economies of scale; and that the government

will benefit if purchases are consolidated and the presumed market leverage of

"volume purchasing" is realized. In fact, the history of each of these functions has

been the long-term inability of our present systems to realize these hoped-for

advantages. If one looks beyond the management concepts and policies stated in

law and regulation, and looks hard at how things really operate, the view is totally

disturbing. Two very recent reports in a long line of such assessments confirm

these problems:

o Administrative services are too highly centralized and

controlled by GSA and detract from the ability of agency heafs

to control their own operation.

o Such divided authority also weakens agency accountability for

its own performance.

o The result has been a reduction of real service to agency

operations.

2 See "Revitalizing Federal Management: Managers and Their Overburdened
Systems," report of a panel of the National Academy of Public Administration,
Wtshington, D.C., November 1983, pp. 55-66. See also: Report on Real
Property Management; Report on Lands.tFacilities/Personal Property; Report on
Procurement/Contracts/Inventory Management (single volume), reports of the
President's Private Sector Survey on Cost ControL U.S. Government Printing
Office, Washington, D.C., 1983.
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o These systems are all overburdened with duplication of effort,

managerial inefficiencies, excessive paperwork, and

unwarranted delays in long paperwork channels before even

small actions can be undertaken.

For agencies such as SSA which are part of departments, these issues of

duplication, paperwork and delay are compounded, since actions which must be

processed and approved by GSA, or services which must be ordered from and

provided by GSA, must also pass through duplicrative channels at the department

level.

There is little quarrel with the general idea that GSA should be the Federal

Government's central authority to set management policy within law and statute

defined by Congress. Nor is there much quarrel with the idea that GSA can serve

as an independent evaluator of how well agencies comply with necessary policy,

regulation, and audit. However, there is serious disagreement about the degree to

which GSA has insisted on retaining control of operations-either as a direct

provider of services, or through its detailed review and approval of individual

actions. For many small agencies, it may be appropriate to have GSA provide

their administrative services. It is difficult, however, to make the case that a

large agency such as SSA should not be fully in charge of its own administrative

services and fully accountable for them. For example, in discussing office space

management, the NAPA report says: ... the consensus is that GSA has become

far too operational and has insisted on controlling even minor building

maintenance and renovation actions. It is hard to believe that only GSA can

efficiently control the paperwork and contracting for thousands of minor work

orders all over the United States, and the preponderance of evidence over many

years indicates the weakness of this management approach. It is generally
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irrational to believe that federal agencies, which control programs having outlays

of more than $700 billion per year, cannot competently manage their own office

space.'

But GSA is not the only element to consider in the matter of delegations and

controls. In fact, GSA can and does make delegations and is now making greater

efforts to step up the pace of negotiating appropriate delegation to many

agencies. Often, however, the limitations which constrain managers come from

within their own departments. In many instances, HHS has effective delegations

from GSA, but has failed to translate much flexibility down to its component

organizations. In its procurement system, for example, it appears to be the

department rather than GSA which places tight constraints on service contracts,

consultant contracts, or relatively minor changes to previously approved major

management plans and their related procurement actions.

SSA is a large agency which is very "people intensive" and "systems

intensive*-that is, the quality of its program delivery is heavily reliant on the

effectiveness of its internal systems and procedures and the effectiveness of its

large workforce. To the extent that the management of administrative services is

not under the control of the SSA Commissioner, the agency loses an important

element of responsiblity in achieving program effectiveness, and is seriously

hampered in its ability to make changes in its own operations.

In offering solutions to these governmentwide problems, the NAPA report

and other assessments offer two main avenues for reform: delegation and

competitiveness.

A. Delegations of Authority

GSA's enabling statutes already provide that GSA can delegate to agencies

the power to operate these services for themselves, subject to proper retention of
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GSA's overall authority to set policy and standards and assess performance.

Experience dictates the wisdom of GSA making maximum feasible delegations of

this operational authority to agencies such as SSA, and this same reasoning applies

to delegations made by HHS. NAPA recommends at least the following

delegations:

o authority to own or manage real estate

o authority to manage all aspects of building leasing,

maintenance, repair, renovation, service, and security

o authority to control its own utilities including

telecommunications

o authority to administer Its supply system, including revised

authority to use small purchase procedures' for actions up to

$25,000 (now authorized in a new statute) and authority to

transfer personal property to or from other agencies up to

$10,000 per action (vs. the present limit of $2,000)

o authority to contract directly with private industry for printing

and binding (instead of being required to funnel such contracts

through the Government Printing Office)

o authority to conduct its own travel management program.

All of these objectives except printing would be realized if such full

delegations of authority were made by the GSA Administrator. The alternative

would be to require such delegations by statute, or in the ultimate case, to give

these authorities directly by statute to the SSA Commissioner.

Such delegations to the SSA Commissioner are desirable whether SSA is in

HHS or not. The advantages for SSA are the same in terms of greater control and

more opportunity to be cost-effective. In terms of duplication of effort and
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GSA's overall authority to set policy and standards and assess performance.

Experience dictates the wisdom of GSA making maximura feasible delegations of

this operational authority to agencies such as SSA, and this same reasoning applies

to delegations made by HHS. NAPA recommends at least the following

delegations:

o authority to own or manage real estate

o authority to manage all aspects of building leasing,

maintenance, repair, renovation, service, and security

o authority to control its own utilities including

telecommunications

o authority to administer its supply system, including revised

authority to use small purchase procedures for actions up to

$Z5,000 (now authorized in a new statute) and authority to

transfer personal property to or from other agencies up to

$10,000 per action (vs. the present limit of $Z,000)

o authority to contract directly with private industry for printing

and binding (instead of being required to funnel such contracts

through the Government Printing Office)

o authority to conduct its own travel management program.

All of these objectives except printing would be realized if such full

delegations of authority were made by the GSA Administrator. The alternative

would be to require such delegations by statute, or in the ultimate case, to give

these authorities directly by statute to the SSA Commissioner.

Such delegations to the SSA Commissioner are desirable whether SSA is in

HHS or not. The advantages for SSA are the same in terms of greater control and

more opportunity to be cost-effective. In terms of duplication of effort and
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for the planning and implementation of ADP/information management systems,

and for ADP acquisition. As the Academy report attempts to point out however,

legislative mandates have given OMB, GSA, and inevitably, HlS, a big share in the

total decisionmaking with respect to SSA's ADP management.

It is difficult to quarrel with the basic intent of these statutes, and the

necessity for responsible governmentwide oversight of ADP/information

management resources. Such concentration of centralized control however, has

often led to "trade-offs" against the flexibility and managerial authority left in

the hands of program managers such as the SSA Commissioner. The most

important need for the SSA Commissioner is to use his computers to handle SSA's

internal program data processing-to make eligibility determ!.ations, compute

benefits, process claims, and-above all-to get benefit checks out on time. SSA

is an excellent example of an agency where ADP capability is heavily integrated

with, and a critical element of, total benefit program management. It is not a

separate service function. If the SSA Commissioner can be relied upon by the

President to direct the agency, that official should also be competent to

administer its ADP capabilities.

Options for greater IRM/ADP authority. If the Congress wishes to recognize

the importance of the IRM/ADP responsibilities and their inseparable link to

program success, it must consider options which mitigate some portion of external

control exercised by HHS, OMB, and GSA. If SSA were established as an

independent agency reporting to the President, it would avoid the issues of its

relationships with the departmental level staffs. But whether SSA is an

independent agency, or is given greater independence in HHS, there remain the

more important authorities exercised by GSA and OMB.
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Option 1. SSA could be given Its own direct authority by legislation

for IRM and ADP planning, and ADP for procurement.

Option Z. The GSA Administrator could be directed to make a full

delegation of both IRM and ADP planning and acquisition authority to

SSA as now permitted by law. This would leave GSA and OMB roles

for policy oversight, planning approvals, and procurement oversight

intact, but would not permit the GSA Administrator to withdraw

those delegations in the future.

Option 2 should be seriously considered. It provides a more realistic

delegation of authority directly to the SSA Commissioner. It would reduce HHS,

GSA, and OMB involvement in specifics, but would permit those agencies to

exercise their appropriate policy and oversight roles. While SSA is now, after a

number of years, making significant progress under its new SMP, it should be

recognized that this is not a static plan, but one which must be kept flexible and

dynamic. The technology itself will dictate further future change. An agency like

SSA could benefit very much from more direct authority to make changes more

swiftly in the future than it has been able to do in the past.

2. Budgeting for ADP acquisition

The approval of the five-year Systems Modernization Plan was a critical

management accomplishment for SSA, and it also provided OMB and the Congress

with an entire program plan so that the full public cost of this crucial

revitalization could be seen and debated. Congress has authorized the SMP, but it

did not accompany that authorization with comparable financial backing. The

NAPA report argues for greater governmentwide use of multi-year 'life of

project" funding; in the SSA case, it could have meant a full five-year

authorization authority for the five-year plan plus a full five-year appropriation of
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the estimated cost. Funds have been appropriated through FY 83 (and these funds

are appropriately "no year" funds), but critical appropriations for the balance of

the project in fiscal years 1984, 1985, 1986, and 1987 are still not assured and will

be subject to the uncertainties of four additional congressional appropriations

cycles. If Congress is willing to do so, a multi-year appropriation of funds to

complete the balance of the SMP would add great certainty to its implementation

because it would assure funds for contract management, hardware purchase,

systems design costs, and new software development. Through this funding

certainty, SSA could be helped to keep to its tight time schedule, and avoid costly

time delays or cost increases occasioned by untimely appropriations.

3. The policy of effective procurement competition

A bill entitled "The Competition in Contracting Act of 1983," which was

introduced in the Senate last year, sought to revise the procedures for soliciting

and evaluating bids for government contracts. This bill is in accord with the

Administration's policy to increase the level and effectiveness of competition in

government contracting. It would permit agencies to prepare specifications which

will obtain effective competition with due regard to the nature of the property or

services to be acquired.

The real issue is a policy one: should specifications for new computer

acquisitions be written so that any manufacturer can bid, or may they be written

so that a sufficient number can bid to assure effective competition, even though

some companies cannot bid? The issue stems from the fact that agencies like SSA

with large complex ADP systems are already heavily committed to some specific

software language or applications systems which are not compatible with some

computers. Any process of defining and justifying acquisition requirements is

extraordinarily expensive and time-consuming. Such a process is however
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extremely more complicated if it must aim for "full' competition (i.e. any

manufacturer can bid) in order to meet GSA and congressional requirements. The

Grace Commission points out the cost and time loss which this broadening entails,

and the consequences which might follow if a winning bid required that SSA

replace not only Its hardware, but the basic applications systems and internal

procedures which are an integral part of its whole management structure. As the

Grace Commission stated, "Never again should SSA find itself in a position where

every facet of its operation needs to be replaced at the same time.'

Use of the concept of effective competition rather than full competition

would permit swifter procurement and avoid potential serious disruption of SSA's

existing ADP system without abrogating the fundamental concept of competition

in federal procurement, and the Congress can make clear that SSA would be

authorized to pursue this course.

D. Other Procurement Issues

SSA is entering into a new, more complicated, and in many ways more

sophisticated era in its management role. The addition of new program

authorities in recent years (SSI, black lung, etc.), the Increase in volumes of

procedural actions, the multiplication in the numbers of field elements, and

especially the challenges of the technological revolution in automation and

electronic data transmission, are all demanding more management from SSA

leadership than ever before.

Other things are changing as well. There is an increasing demand for cost

effectiveness in government. It is not sufficient for an agency merely to cope

w'th its responsibilities. In an era of tight budgets, every agency must meet the

test of delivering quality service but at minimum feasible cost to the taxpayer. In

this environment, Increasing attention is being given to alternatives for effective

management which might not have gotten active consideration a few years ago.
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One of the inevitable consequences of the implementation of SSA's Systems

Modernization Plan for the revitalization of its ADP capability is that SSA must

now learn how to become an effective manager of private sector contracting.

SSA has already selected a systems integration contractor to plan, organize, and

direct systems design and development, computer acquisition, systems

installations and testing-all activities which will be done in full or in part by

private companies under contract.

In addition, government policy over the last 10 to 12 years has shifted

substantially in the direction of more careful explorations of where the work of

Federal agencies can be carried out by the private sector. This trend, combined

with other approaches which seek to shift administration of programs to state or

local governments, is causing many agencies to rethink whether they continue the

traditional sole reliance on public employees in the performance of the public's

business.

Finally, budget pressures and growing taxpayer concern for the cost of

government, the complexity of government procedures, and the burden of federal

red tape are properly forcing greater attention on the need to streamline all

federal processes and procedures.

The federal procurement system has not escaped the general trend toward

managerial overburden and overregulation which characterizes other

management systems. As SSA increasingly enters this new era of greater private

sector contracting opportunities, it is an ideal time to link the prospects for

reform of its procurement system to the initiative to determine how SSA should

be established as an independent agency.

Based on its report, "Revitalizing Federal Management," and its assessment

of the general intentions of federal procurement reform, the National Academy of
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Public Administration believes that the following improvements in SSA

procurement authority and systems should be examined:

1. A-76 determinations.

Traditionally SSA, like other federal agencies, performs the great bulk of its

work through a staff of civil service employees. Like most other agencies, SSA

has authority to enter into contracts with private sector companies to provide

goods and services.

In recent years, many public agencies at federal, state and local levels have

been examining more closely the potential to place out on contract to the private

sector activities now performed "in-house' by its civil service work force. In the

Federal government, the policies for considering such options have been defined

by OMB Circular A-76, which also specifies in detail the process for estimating

the cost-effectiveness of contractor performance of a specific activity versus

federal in-house performance.

The Office of Federal Procurement Policy has estimated that there are

many instances where converting to contractor-operated activities can save large

sums of taxpayers' money without reduction in performance. In recent years, this

potential for cost saving has led to increasing Executive Branch emphasis on

initiating such A-?6 determinations. The Reagan Administration, through its

Reform '88 procurement reform program, has made such assessments a major

management reform priority.

It is recognized that the idea of taking activities traditionally performed by

civil servants and placing them in the hands of contractors is disturbing to

employees and many managers. Nevertheless, where such determinations can be

shown to be of benefit to the cost-effective management of SSA programs, any

legislation designed to establish the independence of SSA from existing constraints

must clearly provide for authority of this kind.
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Those agencies which are experienced in the use of commercial contracting

have demonstrated that it is perfectly possible to assure that federally-appointed

officials supervise such contracts while fully protecting the public's interests, and

keeping essential decisionmaking and financial controls in the hands of

government officials. But it is desirable to establish clearly the policy view that

reliance on the private sector is a valid alternative for SSA leadership where such

reliance can be shown to be in the public interest.

Within this policy, SSA should be free to conduct the kinds of determinations

spelled out in Circular A-76, even in work areas which have been traditionally

performed by civil service staffs.

2. Procurement Overburden

The heaviest reviews and constraints on procurement matters for SSA

appear to be those exercised by elements of HHS rather than GSA or OMB. For

example, GSA has delegated authority to HHS for acquisition of ADP equipment

and software up to a level of $10,000,000; but HHS in turn (after approval of

4 overall program and computer acquisition plans) requires that SSA obtain pre-

clearance of additions or changes to the basic plan which exceed $150,000. Any

other contract in excess of $100,000 must be pre-approved by HHS, and

departmental approvals for other categories of contracts are similarly tight: over

$100,000 for sole source contracts; $50,000 for telecommunications contracts;

$5,000 for audio visual contracts, and so forth. SSA can expect a round of

clearances at the HHS level which normally includes its Office of Procurement,

Assistance, and Logistics and also the Office of the General Counsel. When there

are policy decisions needed as part of procurement (as for example certain socio-

economic matters like equal employment goals, or environmental impact

assessments), HHS clearances may become markedly broader and more
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complicated. Even with the best of motives, this elaboration of departmental

oversight acts to add layers of review, complicate each action, add to the long

lead times required to reach decisions, and run up the cost to the taxpayer. But

why can't SSA make these decisions for itself? SSA people are fully capable of

reading and understanding the laws and regulations which establish the

procurement system. Jf SSA people are competent to managL programs costing

$200 billion each year, why can't they responsibly control their own management

systems?

The nature of this discussion is such that it argues that there can be valuable

enhancements of the management authority of the SSA Commissioner, and

significant reductions in the managerial overburden if SSA is an independent

agency reporting to the President, compared to an SSA remaining within, and

reporting to the HHS departmental superstructure. However, it Is within the

power of the HHS Secretary to delegate greater latitude to the SSA Commissioner

and to end micro-management overburden from elements of the department.
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V. ADMINISTRATIVE SERVICES MANAGEMENT

Administrative services management is a general term which describes the

management of an agency's land and buildings; the maintenance, repair and

modific,'tion of these facilities; and normal office services like, heat, light,

telephones, and physical security. In addition, it includes administrative support

such as printing and reproduction, provision of supplies and equipment, and

procedures to support official travel.

These services affect almost every employee in SSA. If these services are

poorly provided adverse consequences are felt throughout its internal operations,

and in turn by the general public which gets less effective public service. None of

these kinds of activities are so complex or difficult that they are beyond the

capabilities of any reasonably run institution. And yet, there is a history in the

Federal establishment of serious concerns with all these functions. Study after

study, audit after audit, has confirmed an astonishing fact: the preponderance of

difficulties which have been complained about deal with overall government

systems and controls, and not solely with problems within individual agencies. In

other words, the provision of relatively straightforward administrative support

services for a given agency seems to become less efficient, more costly, and

definitely more time consuming when it is forced to become part of a

government-wide management system.

The central agency which defines governmentwide policy, systems and

regulations for all of the administrative services listed above, with the exception

of printing and reproduction, is the General Services Administration. Printing is

controlled in the Executive Branch of the government by the extraordinary

apparatus of a Joint Congressional Committee on Printing, which in turn mandates

that Federal printing above a certain size must be procured through the

Government Printing Office.
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The logic behind such centralized systems as property acquisition, buildings

management, printing, supply management and the others is that someone needs

to mandate standard uniform procedures and best practices in these activities;

that services can be more efficient if provided by a single government-wide

service organization which realizes economies of scale; and that the government

will benefit if purchases are consolidated and the presumed market leverage of

"volume purchasing" is realized. In fact, the history of each of these functions has

been the long-term inability of our present systems to realize these hoped-for

advantages. If one looks beyond the management concepts and policies stated in

law and regulation, and looks hard at how things really operate, the view is totally

disturbing. Two very recent reports in a long line of such assessments confirm

these problems:

"o Administrative services are too highly centralized and

controlled by GSA and detract from the ability of agency heads

to control their own operation.

"o Such divided authority also weakens agency accountability for

its own performance.

"o The result has been a reduction of real service to agency

operations.

Z See "Revitalizing Federal Management: Managers and Their Overburdened

Systems," report of a panel of the National Academy of Public Administration,
Washington, D.C., November 1983, pp. 55-66. See also: Report on Real
Property Management; Report on Lands./Facilities/Personal Property, Report on
Procurement/Contracts/Inventory Management (single volume), reports of the
President's Private Sector Survey on Cost Control U.S. Government Printing
Office, Washington, D.C., 1983.
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o These systems are all overburdened with duplication of effort,

managerial inefficiencies, excessive paperwork, and

unwarranted delays in long paperwork channels before even

small actions can be undertaken.

For agencies such as SSA which are part of departments, these issues of

duplication, paperwork and delay are compounded, since actions which must be

processed and approved by GSA, or services which must be ordered from and

provided by GSA, must also pass through duplicative channels at the department

level.

There is little quarrel with the general idea that GSA should be the Federal

Government's central authority to set management policy within law and statute

defined by Congress. Nor is there much quarrel with the idea that GSA can serve

as an independent evaluator of how well agencies comply with necessary pviicy,

regulation, and audit. However, there is serious disagreement about the degree to

which GSA has insisted on retaining control of operations-either as a direct

provider of services, or through Its detailed review and approval of individual

actions. For many small agencies, it may be appropriate to have GSA provide

their administrative services. It is difficult, however, to make the case that a

large agency such as SSA should not be fully in charge of its own administrative

services and fully accountable for them. For example, in discussing office space

management, the NAPA report says: ... the consensus is that GSA has become

far too operational and has insisted on controlling even minor building

maintenance and renovation actions. It is hard to believe that only GSA can

efficiently control the paperwork and contracting for thousands of minor work

orders all over the United States, and the preponderance of evidence over many

years indicates the weakness of this management approach. It is generally
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irrational to believe that federal agencies, which control programs having outlays

of more than $700 billion per year, cannot competently manage their own office

space."

But GSA is not the only element to consider in the matter of delegations and

controls. Ir fact, GSA can and does make delegations and is now making greater

efforts to step up the pace of negotiating appropriate delegation to many

agencies. Often, however, the limitations which constrain managers come from

within their own departments. In many instances, HHS has effective delegations

from GSA, but has failed to translate much flexibility down to its component

organizations. In Its procurement system, for example, it appears to be the

department rather than GSA which places tight constraints on service contracts,

consultant contracts, or relatively minor changes to previously approved wajor

management plans and their related procurement actions.

SSA is a large agency which is very "people intensive" and "systems

intensive"-that is, the quality of its program delivery is heavily reliant on the

effectiveness of its internal systems and procedures and the effectiveness of its

large workforce. To the extent that the management of administrative services is

not under the control of the SSA Commissioner. the agency loses an important

element of responsiblity in achieving program effectiveness, and is seriously

hampered in Its ability to make changes in its own operations.

In offering solutions to these governmentwide problems, the NAPA report

and other assessments offer two main avenues for reform: delegation and

competitiveness.

A. Delegations of Authority

GSA's enabling statutes already provide that GSA can delegate to agencies

the power to operate these services for themselves, subject to proper retention of
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GSA's overall authority to set policy and standards and assess performance.

Experierce dictates the wisdom of GSA making maximum feasible delegations of

this operational authority to agencies such as SSA, and this same reasoning applies

to delegations made by HHS. NAPA recommends at least the following

delegations:

o authority to own or manage real estate

o authority to manage all aspects of building leasing,

maintenance, repair, renovation, service, and security

o authority to control its own utilities including

telecom munications

o authority to administer its supply system, including revised

authority to use small purchase procedures for actions up to

$25,000 (now authorized in a new statute) and authority to

transfer personal property to or from other agencies up to

$10,000 per action (vs. the present limit of $2,000)

o authority to contract directly with private industry for printing

and binding (instead of being required to funnel such contracts

through the Government Printing Office)

o authority to conduct its own travel management program.

All of these objectives except printing would be realized if such full

delegations of authority were made by the GSA Administrator. The alternative

would be to require such delegations by statute, or in the ultimate case, to give

these authorities directly by statute to the SSA Commissioner.

Such delegations to the SSA Commissioner are desirable whether SSA is in

HHS or not. The advantages for SSA are the same in terms of greater control and

more opportunity to be cost-effective. In terms of duplication of effort and
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paperwork, the greatest savings would be realized if SSA is an independent agency

reporting to the President, because the departmental oversight would be removed

as well. It must be said, however, that if HHS took seriously its obligation to free

SSA from burdensome restraints, a case could be made that there is advantage in

having the authority and leverage of a Cabinet Secretary to count on in dealing

with GSA and the other central agencies.

The arena of printing and binding Is, as always, a special problem in the

Federal government, since it is controlled directly by Congress, and there is a

special risk for Executive Branch people in arguing printing issues. SSA generates

about $30 n, lion each year in printing and reproduction. The immediate issue is

not the policies and regulations of the Joint Congressional Committee on Printing,

but the requirement that all printing (excluding most simple reproduction needs)

must be sent to the GPO. Federal agencies, OMB, GAO, and other observers all

appear to agree: GPO is the most expensive and slowest of all alternative ways

for obtaining printing. The private sector printing industry is generally cost-

effective, high quality, reliable and nationally available; and unless a given agency

can show some specific in-house superiority, utilization of the private sector

should be the objective of federal printing policies. As the NAPA report stated:

it: "... printing in GPO appears almost always to exceed agency cost

expectations, sometimes by as much as 100 percent. GPO routinely requests

additional production time in order to accommodate its in-house schedule.

Agencies thus feel that they receive excessively slow and uncertain service at

prices which often exceed contractor printing prices."

GPO also handles printing contracting for agencies. In fact 75 percent of all

printing goes out to industry through contracts which GPO totally controls. An

agency such as SSA could easily do this contracting itself. It must indeed process
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its own printing needs anyway, and when also required to go to GPO, the work is

reprocessed there, which normally takes four to six weeks. Agencies are not

permitted to deal directly with contractors and thus lose control over their own

work, since GPO can and does overrule agencies and require them to accept work

which they would not accept themselves. Congress should give an independent

SSA its own authority to contract directly with the printing industry, subject to

JCP policy and standards.

B. Competitiveness

Throughout the whole range of administrative services discussed above,

there are numerous opportunities to seek out and use competitive alternatives to

services provided by, or controlled by, GSA. In buildings management, for

example, service contracts have proved attractive for maintenance, cleaning,

repairs, renovations, and security. SSA's large and widely dispersed field structure

means that SSA must pay serious attention to its own service needs, but -dso

offers many opportunities to take maximum advantage of highly competitive

market opportunities in the private sector. If SSA is given these authorities, it

might choose to use GSA-provided service (or GPO contracting services) but only

where there is a competititve advantage in doing so.

C. Accountability

The proposals described above place greater direct authority in the hands of

the SSA Commissioner and permit him/her to be more fully accountable for the

actions of the agency. The role of GSA would change only in the sense that it

would relinquish some degree of control over operating details, but would retain

its role in policy, standards-setting and oversight over SSA ,erformance.The GPO

would no longer be the mandated source of printing or control of printing

contracting. This is a fully responsible pattern of accountability, superior to the

present more diffuse pattern of authorities.
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VI. SUMMARY

As Congress makes its final decision about establishing SSA as an

independent agency, it must decide what management authorities will be

exercised by the agency. In the special case of the creation of a government

corporation, Congress would need to be specific: it could either permit such a

corporation to be fully independent of the kinds of management systems

authorities discussed in this report, or it could address each of these authorities

and make deliberate decisions as to which if any would apply. In the past, two

general approaches to such decisions have been used. One is to say "all general

laws and regulations will apply except .*..*." The other is to say "none will apply

except ... ." The attractions of government corporations have been of two kinds-

-iirst, that it will somehow be freed from the application of political or policy

oversight; and second, that it will be freed from the *normal" administrative and

management requirements and constraints which would not permit the corporation

to operate in a "businesslike" fashion. But NAPA feels that SSA cannot and should

not be divorced from political and policy oversight. In addition, the purpose of

needed management reform is not to enable SSA to operate like a business, but to

help it operate more effectively as a federal agency. Thus, NAPA does not

support the idea of making SSA a government corporation, either as part of HHS

or as an independent entity.

Another form of organizational independence which is feasible is to keep

SSA in HHS, but to define for it a special set of management authorities

legislatively conveyed directly to the SSA Commissioner, essentially bypassing the

HHS Secretary and the normal exercise of the departmentwide oversight.

However, the fundamental decision is whether SSA needs to be a part of

HHS, and that decision should not be made on managerial considerations. SSA
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should remain in HHS if there are compelling policy reasons for keeping it there,

or if it is clear that social security program interrelationships with other elements

of the department dictate its retention.

In the SSA situation, the question is whether there are elements of

management where the roles played by HHS are so critical or important that they

compel the retention of SSA in the department. One of the principal elements of

this question Is whether HHS, in its oversight, provides a degree of accountability

or enforcement which SSA cannot or will not achieve without such supervision.

Very large organizations (such as the Internal Revenue Service and the Federal

Aviation Administration) can function well and with considerable autonomy within

departments. But the existence of large complex independent agencies such as

the National Aeronautics and Space Administration, the Environmental Protection

Agency, and the Veterans Administration, does demonstrate that such agencies

can be effectively managed-and fully accountable to the President and Congress-

-without being part of a departmental structure.

Making SSA an independent agency reporting to the President creates

substantial managerial advantages: it removes it from the administrative

overburden which departmental oversight inevitably entails. It essentially

requires the legislative authorization of a full and complete set of management

authorities to the commissioner, and it makes the commissioner more fully and

completely accountable for the performance of the agency.

No amount of legislation can create excellence in management. But the

recommendations of this report would strengthen the hand of the SSA

Commissioner, and offer better tools for management effectiveness for the

future.
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VI. A SPECIAL PROPOSAL: A TEST AND DEMONSTRATION PROGRAM FOR

SSA MANAGEMENT

While many of the proposals and recommendations of this report deal with

matters which are appropriate congressional considerations, others deal with the

kinds of improvements which can and should be taking place within Executive

Branch agencies on a regular basis.

There are vigorous efforts within the Reagan Administration to precipitate a

broad range of management reform, and hopefully, agencies like SSA will benefit

from these initiatives in the future. But in a sense, the very number of current

reform being conducted (including 2400 recommendations in the Grace

Commission report) is a revealing commentary on the degree to which

management improvement has failed to keep pace with dynamic changes taking

place in federal management. The SSA's own ADP Systems Modernization Plan is

a good example of the major efforts which are needed to keep up with that rapidly

changing technology.

The failure to keep federal management current and effective is also a

measure of the serious stultifications built into its systems, and the extreme

efforts now required to achieve change. AF the NAPA report stated it:

"..N. attempts to change governmentwide systems have become highly

complex, time consuming efforts to negotiate consensus among

conflicting internal interests. And, because most programs have

major impact outside of government, with client groups, state/local

governments, contractors, and individual citizens, further broader

consensus is often needed with these interests and the Congress as

well. But, in fact, it has become almost impossible to negotiate

change. Even comparatively modest changes are beyond the
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managers' authority--and where change efforts fail, management

systems have experienced protracted periods of neglect and potential

obsolesence."

One of the solutions which the NAPA study recommended called for the

creation of special "test and demonstration authority" to be given to one or more

of the central agencies of the Federal Government, or to the line agencies

themselves. This authority would be broad enough to permit major statutory

and/or regulatory waivers for extended periods of time so that-under controlled

conditions-new and innovative management ideas or techniques can be tried out,

or improvements in existing procedures can be given a fair trial. There is a good

precedent for this kind of authority in the Civil Service Reform Act of 1978 which

permits the Office of Personnel Management to prepare plans for and to execute

such tests.

NAPA proposes that the Congress consider giving special test and

demonstration authority to the SSA Commissioner under which a formal plan

would be prepared for the approval of Congress to undertake a five-year

"Management Improvement Test and Demonstration Program which would

incorporate improvements such as those recommended in this report, as well as

others which SSA believes would enable it to modernize its management and

permit it to achieve more effective program delivery. Such a program plan would

be reviewed by other Executive Branch agencies to improve its quality and

relevance, but its final approval would be given by the Congress. Progress under

the plan would be reviewed as part of regular White House and congressional

oversight with full opportunity for soliciting the assessments of OMB, GSA, and

OPM as the test and detsionstration proceeds.
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