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Executive Summq 

Purpose The Social Security Administration (SSA) touches the lives of almost all 
people hving in the US. and accounts for about one quarter of the fed- 
eral budget. While aspects of social security policy, such as eligibility or 
benefit levels, have always received public and congressional attention, 
less attention has been given to SSA’S management. GAO reviewed SSA’S 
management to determine how SSA could improve program operations 
and better prepare for the future. 

Background In fiscal year 1986, SSA employed about 78,000 people and spent $3.9 
billion to administer programs that paid $200 bilhon in benefits to about 
37 million people. Its two largest programs, which provide retirement, 
survivors, and disability income, are funded through two trust funds. 
Other programs are funded from general revenue. 

Results in Brief To most of the people who receive social security benefits, SSA &ms to 
run well. They often receive courteous service, and SSA says most pay- 
ments are timely and accurate. But, SSA has serious management prob- 
lems that are not clearly visible to the public, have contributed to crisis 
situations in the past, and could interfere with SSA’S ability to effectively 
accomplish its mission m the future. To fix these weaknesses and meet 
future challenges, SSA needs: 

l Both strong and stable leadership, a condition that has not existed for 
the past decade. The Congress and administrations have not dealt effec- 
tively with this situation. 

l Better management of its effort to modernize SSA computer systems so 
that progress in critical areas, mcluding software development, is 
improved 

l Better plannmg to prepare for a future in which its operational and 
human resource needs are likely to change. 

l More focus on financial management to alleviate problems caused by 
unclear and confusmg responsibilities. 

. Better controls over service delivery to identify inefficient and ineffec- 
tive operations. 

l Better work force management to improve the work climate. 

The new commissioner, Dorcas Hardy, has begun to address SSA’S prob- 
lems. But congressional actions, such as establishing a fixed term for the 
commissioner, are essential if actions to improve management are to be 
sustamed. 
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Executive Summary 

Principal Findings 

Strengthen and Stabilize 
Leadership 

Over the last decade, SSA has had seven commissioners or acting commis- 
sioners with an average tenure of 17 months; it was managed by acting 
commissioners for almost half the time. These short tenures, along with 
commissioners’ differing priorities and management approaches, 
resulted in frequent changes of direction, dimmlshed accountablhty, and 
little long-term operational planning (See p 40.) 

SSA’S functional organizational structure has not helped fill the vacuum 
created by mstability m top leadership It diffused accountability for 
programs and functions across the agency with little provision for mte- 
grating or controlling component activities. Consequently, SSA has been 
unable to correct significant long-standing problems m management and 
service delivery, provide a clear and consistent sense of direction te its 
components, adequately control its daily operations and its computer 
system modernization efforts, or focus on personnel management. (See 
p. 54.) 

Better Manage Computer 
Modernization 

SSA’S slow progress in dealing with its most urgent and critical 
problem-difficulties m modernizing its computer system-is largely 
attributable to instability of leadership and the accompanymg changes 
in direction since 1975. The most recent modernization effort, begun m 
1982, has substantially improved computer hardware But SSA has made 
only limited progress m one of its most important problem areas- soft- 
ware. As a result, much of its work and management information must 
be processed manually, which is slower, more expensive, and more 
error-prone than automated processing. Other factors contributmg to 
slow progress mclude msufficient techrucal leadership and skilled per- 
sonnel, an inadequate decision-making process, mcomplete and unen- 
forced software standards, and madequate project tracking and 
integration (See p. 134.) 

Provide Clearer Direction SSA plans to spend over $600 milhon to modernize its computer system 
and must implement a major staff reduction. However, it lacks (1) a 
clear sense of how it wants to deliver services and checks in the year 
2000, when only about 20 percent of the people receiving benefits now 
will still be beneficiaries, and (2) adequate assurance that its modern- 
ized system will meet future service delivery needs. The absence of a 
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Executive Summary 

long-term operational plan has been a primary cause of thus srtuation. 
Ninety-two percent of SSA'S senior executives believe such a plan is 
needed and/or desirable. Efforts to develop such a plan have been mitl- 
ated on several occasions, but have been abandoned as commissioners 
changed. (See p 100 ) 

Plannmg for future resource needs 1s crltlcal to SSA. Over the next 5 
years, 41 percent of SSA'S senior executives, 47 percent of its grade 15 
and 40 percent of its grade 14 managers will be eligible to retire at their 
option Despite this, SSA does not have a plan nor has it systematically 
acted to identify and develop future leaders and managers. (See p 206.) 

Improve Financial 
Management 

Because of inadequate controls, SSA cannot assure workers that their 
wage records are accurate, and it makes substantial overpayments 
annually. For example, SSA estimated that it made about $2 billbn m 
overpayments m 1984, and it expects a net recovery of about $870 mil- 
lion (44 percent). Although SSA is aware of problems in its key financial 
management systems, it has been unable to fix them rapidly due to frag- 
mented responslblllty and lack of financial management leadership. For 
example, W’S four deputy commrssloners each had some responsibility 
for its maJor debt management system, 30 orgamzatlonal units were 
involved, and no one other than the comnussioner could integrate com- 
ponent activities (See p 74.) 

Enhance Controls Over 
Operations 

SSA’S limited emphasis on efficiency has allowed wide varlatlons in effl- 
ciency among similar units to persist Previous commissioners have com- 
mitted to correcting these problems, but left before accomplishing their 
goal (See p. 168.) 

Also, SSA has neither established nor used measurable, national bench- 
marks for service quality or timeliness for certain post-entitlement 
workloads. As a result, several service delivery problems went unidentl- 
fied or uncorrected for long periods. These problems included unrespon- 
sive service to Medicare beneficiaries, untimely changes of beneficiary 
addresses, and unclear or incorrect notices that confused the public 
about benefit changes (See p. 184.) 

Better Work-Force 
Management 

At least two-thirds of SSA’S employees report satisfaction with many 
aspects of their Immediate work climate. Many employees, however, are 
uncertain about their future and report dissatlsfactlon in several areas, 
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mcludmg excessive emphasis on certain production goals and a percep- 
tion that management is not concerned about then development or well- 
being during periods of change (See p. 200.) 

Commissioner’s 
Actions 

GAO briefed Commissioner Hardy on June 26,1986-the day she took 
office-regarding SSA’S management problems and possible solutions. 
She committed to moving quickly and has begun to implement a number 
of management rmprovements. Specifically, she established a central 
planning staff, ssA-wide objectives, and a tracking system to monitor 
progress and hold managers accountable. Further, she has made leader- 
ship changes for SSA’S computer modernization effort and taken steps to 
improve financial management and service delivery. 

Recommendations Among GAO’S key recommendations is that the Congress establish a fixed 
8-year term for the commissioner This term should give a comnuss?oner 
adequate time to develop and begin carrying out a long-range opera- 
tional plan, as well as to deal with issues requiring sustained efforts, 
such as computer modernization and how to best organize to provide 
high-quality service to the public 

GAO is making other recommendations to the Congress and the commis- 
sioner to improve management direction and control over agency activl- 
ties and to enhance personnel management. 

Agency Comments The commissioner generally agreed with the report’s findings and rec- 
ommendatlons. Other former ss~ and HHS officials commentmg on the 
report also generally agreed with the findings. However, differences of 
opuuon exist on how to Improve stability in agency leadership and 
improve Its orgamzatlon. (See pp. 52 to 53 and 69 to 72.) 
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Introduction 

This section sets the background for examining the origins and develop- 
ment of management problems at the Social Security Administration 
(SSA). The following areas are highlighted: (1) the growth in numbers 
and complexity of SSA programs and authority, and the massiveness of 
the organization in place to deliver services; (2) changing trends in both 
workload and the availability of resources (primarily over the past 
decade) and the influences of other organizations over SSA operations; 
and (3) the management challenges presented by the dilemma m which 
mcreased external pressures to reduce administrative expenses clash 
with an internal culture that places a high value on operating with an 
unchanging set of pnonties. 

We conclude the section with a discussion of the methodology we used 
to evaluate SSA’S management effectiveness. To obtain information on 
management issues affecting SSA’S major programs and operations, we 
employed an integrated approach that relied on interviews wit& current 
and former top SSA officials; questionnaires; and the review of docu- 
ments prepared by SSA, contractors, and others characterizing SSA opera- 
tions and supporting and explaining various policies and decisions. 
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Social Security: A Large and 
Changing Organization 

The original Social Security Act, as passed m 1935, provided for a pro- 
gram to help protect aged Americans against the loss of income due to 
retirement. Survivors insurance was added as part of the 1939 amend- 
ments creating the Old-Age and Survivors Insurance (OASI) program. 
Since then, the original program has been liberalized and expanded and 
SSA’S responsibilities increased The Disability Insurance program (DI), 

another msurance-type program, was added in 1956, and the Medicare 
program, also insurance based, was added in 1965. Also, the Black Lung 
Benefits program was added to SSA’S responsibilities m 1969. 

One of the biggest changes in SSA took place m 1972, when the Supple- 
mental Security Income (SSI) program was legislated. When the program 
was effective in 1974, it added substantially to SSA'S responsibihties 
Under this program, SSA’S field offices had to deal directly with chents 
other than those who had an “earned right” to benefits on the basis of 
their contributions to trust funds (as authorized by titles II and XVIII of 
the Social Security Act.) The 1972 legislation required SSA to dZermme 
the ellgibihty of recipients for payments on the basis of their level of 
income and the amount of assets they owned. In 1977 another welfare 
program, Aid to Families with Dependent Children, which dates back to 
1935, was returned to ss~, where it had been from its inception until 
1963. Several smaller programs- Low Income Home Energy Assistance, 
Refugee and Entrant Assistance, and Child Support Enforcement-were 
transferred to SSA between 1977 and 1980. 

These additional programs increased the volume and complexity of SSA'I 

activities and expanded the areas requiring the attention of SSA manage- 
ment. Major additions plus continual changes to the programs created a 
heavy burden on SSA’S computer system. 

Since the late 1970’s, SSA has been relieved of some of this burden The 
Medicare program was transferred to the newly formed Health Care 
Financing Administration (HCFA) in 1977;l by 1986 all programs-excep 
the title II retirement, survivors, and disability programs; the title XVI 
SSI program; and part of the black lung program-were removed from 
SSA and placed in the Family Support Admimstratron m the Department 
of Health and Human Services (HHS). The administration hoped this 
would reduce the competition for SSA management’s attention and allow 
the agency to more effectively manage its programs. 

‘SSA contmues to perform substantive actwltws m support of the M&care program and its 
beneficianes 
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chapter 1 
SocialSecurity:ALargeand 
Changhg Organhtion 

Social security touches the lives of nearly everyone living m the Uruted 
States. As of 1985, it covered about 95 percent of these people age 65 or 
over, paid benefits to about 37 million people, and posted about 200 mil- 
lion earnings items. It paid out almost $200 billion in benefits in 1985, 
while incurring about $3.9 billion in admirustrative expenses, to account 
for about one quarter of the entire federal budget. SSA is one of the 
largest federal agencies, employing about 78,000 full- and part-time per- 
sonnel nationwide in fiscal year 1986. This represents about 77,000 full- 
time equivalent staff. 

Organization and 
Service Delivery 
Network 

In the early days of social security, the Social Security Board was gener- 
ally responsible for program administration. But m 1946, the board was 
replaced by a commissioner of the new Social Security Administration, a 
part of the newly formed Federal Security Agency. In 1953, SSA was 
transferred to the new Department of Health, Education and Welfare, 
which was redesignated as HHS effective in 1980. There has been cvnsid- 
erable congressional interest in SSA’S organization, as evidenced by 
numerous bills introduced since the early 1970’s to make SSA an mdepen- 
dent agency. The most recent was introduced m January 1987. 

The agency’s commissioner is nominated by the President, SubJect to 
Senate confirmation, and directly responsible to the Secretary of HHS. 

The commissioner is assisted by five deputy commissioners, whose pri- 
mary responsibilities are to (1) focus on operations to ensure the effi- 
cient and effective delivery of services to the public, (2) develop and 
issue operating policy and procedures, (3) formulate legislative policies 
and deal with external affairs, (4) develop and maintain the automatic 
data processing (ADP) and telecommumcations systems essential to the 
day-to-day operation of the agency, and (5) provide overall management 
of SsA’s resources and assessment and evaluation activities. SSA'S orgam- 
zational structure is shown m figure 1.1 
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Chapter 1 
SocialSecnrity:ALargeand 
f2mglng Organbation 

Figure 1 .l : Orgamzation of the Social Security Administration (December 1986) 
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Chapter 1 
Social Security. A Large and 
Changing Organuation 

To provide services to the public, SSA operates the following facilities 

. 10 regional offices and 75 area offices, which oversee the activities of 
SSA’S field offices. The regional offices also oversee the 54 state Disa- 
bility Determination Services (DDSS)2 and perform the administrative 
functions needed for field operations. 

. 1,312 district and branch offices, which are the primary point of face-to- 
face contact between SSA and the public. 

. 34 teleservice centers, which provide mformation to the public over the 
telephone for routine inquiries. 

l 3 data operations centers (DCXS), which annually examine and record 
millions of wage reports from employers and input these data to the cen- 
tral computer complex at headquarters. 

. 7 program service centers (pscs), which perform certain review func- 
tions, maintain paper records for all social security beneficiaries, and 
process disability cases for applicants age 59 to 65.3 In addition, pscs 
handle computer exception processing, issue notices to beneficiarieF 
regarding post-entitlement changes to their accounts, and each year 
manually recompute benefit amounts for beneficiaries who continue to 
work after retirement, but whose recomputation cannot be done by com- 
puter. There are 6 geographically disbursed pscs, which handle domestic 
cases and 1 headquarters international PW, which handles cases for ben- 
eficiaries who reside in other countries. 

SSA program operations include four basic functions: (1) issuing social 
security numbers (enumeration), (2) maintaining earmngs information 
(ear-rungs maintenance), (3) making initial eligibility determinations for 
benefits (initial claims), and (4) making changes to beneficiaries’ 
accounts that affect then- benefit payments (post-entitlement). Also, SSA 

operates an Office of Hearings and Appeals (OHA) with 133 field hear- 
ings offices to judge cases in which the decisions of SSA’S operational 
components or DDSS are appealed. 

SA'S ADP operations, centered m Baltimore, serve a crucial support func- 
tion for SSA programs. SSA carries out its daily operations on large-scale 
computer systems, while a number of medium- to small-scale special- 
purpose computers perform various other tasks. Also, $8~ maintains an 

‘The law reqmres SSA to contract with states to make the medxal eb@blbty determmatlons for its 
titles II and XVI disabihty programs There are 54 DDSs, mcludmg the 50 states (there are 2 agencies 
m South Carolma), the Dlstnct of Columbia, Guam, and Puerto Rico 

3The Office of Disablhty Operations at headquarters processes d~&lhty cases for apphcants under 
age 59 
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extensive nationwide communications network, giving field offices 
access to beneficiary data stored m the headquarters computer. Thus, 
much of the quality of SSA’S service to the public depends on how well its 
ADP systems operate. 

Workload and 
Resource Trends 

Throughout most of its history, SSA, while expenencmg increasing work- 
loads and budgets, has not faced severe budgetary constraints. Over the 
last several years, however, this situation has changed At least since 
1980, SSA’S major workloads, including initial claims, began to decline. 
SSA’S six most labor-intensive workloads4 declined in volume to the point 
where in 1985 they were 24 percent lower than m 1980 (see figure 1.2). 
During this period, SSA’S total staffing was reduced by 3 percent. There 
was a 6.5-percent reduction in the work-years associated with the SIX 
workloads. But as the figure shows, SA’S overall administrative 
expenses increased by 51 percent -45 percent for expenses dirzctly 
associated with the six workloads. Thus, SA’S unit costs are substan- 
tially above their 1980 levels As shown in figure 1.3, since 1980 the 
unit costs of processing the six most labor-intensive workloads have 
experrenced increases ranging from 46 to 183 percent, depending on 
workload 

40verall, SSA records 66 workloads for statlstlcal purposes The SIX most labor-mtenslve workloads 
represent about 50 percent of the work-years expended and 60 percent of the total adnurustrative 
expense for the agency m each year smce 1980 
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Figure 1.2: Trends in SSA Costs, Work- 
Years, and Workloads (1980-85) 
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Figure 1.3: Growth in Unit Cost for the 
Six Most Labor-Intensive SSA 
Workloads (1980-85) 200 Percent Difference Fmm 1980 Levels 
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Our data show that about 21 percent of each unit cost increase is due to 
inflation in federal government salaries. We believe that the remaining 
79 percent is prunarily attributable to (1) the increased complexity of 
SSA’S work (resulting m added processing effort) due to legislative 
changes and court actions and (2) the fact that ss~ has kept its staffing 
levels fairly constant while its workloads have decreased. 

SA officials believe that showing the trend of reducing workloads 
without reflecting the increases m staff time that ESA shows it used to 
process the workloads may be misleading. They estimate that the work 
SSA accomplished m 1985 was about 5 percent greater than in 1980, 
when changes m the workload mix and the increased complexity of 
work are factored m with the decreased volume of work. We agree that 
these factors should be considered, along with the labor-saving improve 
ments m manual processing, increased automatron, and technology, 
when comparing unit costs and work output among years. However, 
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data are not available in SSA to fully and accurately compute and com- 
pare the effects of work complexity, mix, or operational improvements 
on staff needs. As a result, it cannot be determined whether the staffing 
levels maintained by SA during this period were appropriate given the 
reduced volume of work. 
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SA’S operations and the ability to carry out its mission have been 
heavily influenced by internal and external factors. Chief among the 
mternal factors is an organizational culture or value system that 
stresses the accuracy and timeliness of benefit payments and high- 
quality public service with less emphasis on cost or operational effi- 
ciency. Externally, various factors have affected m-many over which 
it has had little or no control. These include (1) court actions and the 
frequent enactment of legislation, often with short lead times, that make 
the programs mcreasingly complex; (2) sometimes conflicting views 
between or within the administration and/or the Congress on how SSA 
should operate; (3) the need to comply with decisions or requirements of 
central management agencies; and (4) a high degree of dependence on 
other organizations and the public to provide the data needed to admin- 
ister its programs. In addition, SSA has had to devote staff and computer 
support to help other agencies perform their missions. 

The Influence of SSA’s SSA’S internal culture is rooted m its history. From its inception m the 

Internal Culture 
1930’s through the early 1970’s, SSA had adequate fundmg and 
resources for its programs, as well as congressional and executive 
branch support for frequent expansion and liberalization of its pro- 
grams As a result of this environment, management has tended to focus 
its attention on paying benefits on time and accurately and has given 
less attention to the costs mvolved. With this focus, SSA has traditionally 
provided a high degree of public service, has garnered a reputation for 
management excellence, and during the 1980’s has contmued to improve 
various aspects of public service, such as 

. decreasmg the times it takes to issue social security cards and to post 
individuals’ annual earnmgs to SSA records, 

l intensifying efforts to identify overpayments, and 
. establishing initiatives to address various long-standing problems. 

Starting m the mid-1970’s, SSA began to face a string of crises. For 
example, it had serious problems implementing the SSI program, which 
required it to establish a complex communication and computer system, 
acquire 15,000 new employees, and transfer records for 3 million recipi-i 
ents from over 1,300 state and local governments-all within a 14- 
month period These problems caused high error rates, long processing 
times, and computer systems problems Other crises SA encountered m 
the late 1970’s and early 1980’s included: 
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l A computer systems crisis that resulted in large processing backlogs, 
poor service, and substantral manual effort to process work. 

. Procurement improprieties mvolvmg fraudulent activities and acquisi- 
tion of computer equipment that did not consistently meet performance 
requirements. 

. Widespread public and congressional charges of unfair and msensitlve 
treatment caused by aggressive efforts to collect debts from overpaid 
beneficiaries and to remove disabled clients from the beneficiary rolls 
through continuing reviews of their ability to work. 

. Trust fund shortages occurrmg m the late 1970’s and early 1980’s. 

These crises have eroded SSA’S reputation for management excellence. In 
addition, the past problems with trust fund shortages, together with the 
current increase m the federal budget deficit, have generated interest by 
both legislative and executive branches m controlling the growth of ben- 
efits and the cost of providmg them. Pressures to control costs are likely 
to continue. 

Significant changes m the demographics of the beneficiary population, 
as proJected by SsA’s actuaries, will likely require that .%A alter its ways 
of doing business in the future as well as increase demands for cost- 
effective program administration. Several important factors-such as 
the post-World War II “baby boom” generation reaching retirement age, 
higher labor force participation by young women, lower birth rates, and 
increases m life expectancy-portend maJor changes m the composition 
of the population. In addition, by the year 2000, only 20 percent of those 
receiving benefits in 1985 will still be beneficiaries. Also, by 2025, the 
number of beneficiaries will approximately double compared to the 
1986 level, while the ratio of social security covered workers available 
to support each retirement/disability beneficiary will declme. For 
example, in 1960 there were about 5.1 workers for each beneficiary and 
in 1985 there were 3.3 By 2025, this ratio is expected to drop to about 2 
workers for each beneficiary. 

New beneficiaries who are more accustomed to modern conveniences 
will likely accept and demand more flexible service delivery methods 
than SSA now offers. They may desire more mail and telephone service 
and less reliance on face-to-face contact. Also, changes in the worker-to- 
beneficiary ratio and increased attention to reducing the cost of govern- 
ment mdicate that pressures for more efficient program admuustration 
will grow. SSA will have to consider how it can mamtam quality service 
while substantially decreasing the costs of providmg service. 
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Pressures to reduce admmistrative expenses and change established 
patterns of service, have been met with resistance due to SSA’S culture, 
which tends to maintain the same priorities for face-to-face public ser- 
vice, large numbers of field offices, and consistently high staffing levels. 
This resistance to change has been difficult for commissioners and 
acting commissioners to deal with and will present a challenge for SA’S 
new management. 

Social Security Social security programs are complicated to administer due to (1) fre- 

Programs Are Complex 
quent legislative changes which have hberalized and expanded pro- 
grams, (2) the deference of social security law to state law in certain 
mstances, (3) complex mterrelationships among SSA’S programs and 
between SSA and other federal agency programs, and (4) the effects of 
court decisions on national social security policy 

In the 1940’s, under the basic social security program, only retirees, 
their dependents, or their survivors received benefits. Today, benefits 
are paid to many different types of beneficiaries, including early 
retirees, widows/widowers, the disabled, and persons age 70 and over 
regardless of work status. From 1977 to 1985, 100 laws were enacted 
containing about 470 provisions governing SSA programs. These provi- 
sions, for example, changed the age of entitlement, increased benefit 
rates, and liberalized ellgibillty criteria. Since the enactment of the social 
security program, there have been 92 changes in the monthly benefit 
calculation and 26 changes m the earnings test (the amount of earnings 
certain retired beneficiaries can make before their benefit amounts are 
reduced). These changes have caused (1) increased burdens on SSA’S 

ability to automate legislative provisions; (2) increased reliance on 
costly, error-prone manual processmg; and (3) pressures on existing 
staff to consistently implement huge volumes of rapidly changing poh- 
ties and procedures mvolving complex criteria and exceptions 

In some situations, social security law defers to state law, which compli- 
cates program admmistration. For example, entitlement to children’s 
benefits is based on various state laws that define child-parent relation- 
ships The exceptions, differences, and loopholes in each state’s law 
make determmmg child-parent relationships difficult 

The interrelationships among SSA programs and between SSA programs 
and other federal and state agency programs also can create admmistra- 
tive difficulties. For instance, the amount of SSI benefits paid to a recip- 
ient is at least partially offset by the amount of social security benefits 
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received, and social security disability msurance benefits can be reduced 
by the amount of workers’ compensation and black lung benefits 
received. Consequently, accurate comparison and adjustment of benefit 
payments must be made by SSA to avoid underpayments or overpay- 
ments according to the law. 

In addition, court decisions and decrees have impeded the consistent 
application of W’S policies and added work and cost to its programs. 
For example: 

l Since the early 1980’s, the Supreme Court has granted review of more 
than 100 cases raising due process issues under the Social Security Act. 
This has increased the workload and expanded the activities of SSA 
personnel. 

. The courts have ordered SSA to act on their decisions within specified 
time frames, which may require SSA to divert staff resources fromday- 
to-day responsibilities and delay processing of claims. 

l Court decisions have expanded the classes of mdividuals entitled to ben- 
efits, which has added to SSA’S workload. 

l Court decisions have overturned some of W’S policies and required SSA 

to issue regulations. 

Short Legislative Lead Many changes to social security law have provided relatively short 

Times Can Adversely 
implementation lead times. This has often hmdered SSA’S ability to issue 
adequate implementing regulations and operating instructions to its 

Affect Implementation employees and to properly develop and test computer systems to auto- 
mate the changes. As a result, SSA has had to rely on error-prone, labor- 
intensive manual processes. For example: 

l In 1972, SSA was given 14 months to implement the SSI program. This 
was an enormous task involving transferring state and local benefi- 
ciaries to federal rolls, implementing complex eligibility and benefit cri- 
teria, automating the new process using data from all the individual 
states, hiring and training new employees, and opening new social 
security field offices. To meet the effective date of the legislation, SSA 

could not automate all of the processes needed, but had to use many 
manual processes. SSA also made eligibility decisions that later were 
determmed to be improper and cost the program millions of dollars 
Additional work to reverse bad decisions and collect overpayments 
made during the early stages of the program was also required. 

l The Social Security Disability Amendments of 1980 had 14 provisions 
with lead times ranging from 23 days to 18 months, and the Omnibus 
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Budget Reconciliation Act of 1981 had 13 provisions with lead times 
ranging from 17 days to 16 months. (See p 126 for a detailed explana- 
tion of why these lead times were inadequate to accomplish automation 
of the legislated provisions ) 

In part, the underlying cause of SSA’S current ADP software problems (see 
p 126) can be attributed to the shortcuts taken to rapidly automate the 
requirements of frequent legislative changes with short lead times 
These shortcuts were taken to modify the ADP systems software, but 
often resulted m an undocumented patchwork of software that led to 
error-prone systems 

Dilemmas Resulting Various congressional committees and subcommittees have policy- 

From Trying to Serve 
making, fiscal, and oversight responsibility for SSA. Their actions are not 
always consistent among themselves nor with actions taken bythe exec- 

Conflicting Interests utive branch This poses a dilemma for SSA’S management, making it dif- 
ficult to establish a clear, consistent sense of direction. For example, 
frequent legislative changes (increasing SSA’S workload responsibility) 
from several committees required SSA to upgrade computer capacity 
However, other legislation, which requires full competition for major 
procurements, imposed restrictions that SSA felt delayed acquisition of 
needed equipment. This meant that SSA had to rely on manual, error- 
prone processes to implement the legislation on time due to the lack of 
ADP resources. 

In another case, the Office of Management and Budget (OMB) called for 
an SSA staff reduction of 17,000, to be accomplished between 1985 and 
1990. In addition, it proposed that SSA begin a comprehensive effort to 
consolidate field offices to achieve the most efficient geographic deploy- 
ment of its resources. As SSA’S management u-utiated planning for the 
staff cut, however, the House Appropriations Committee reJected the 
staff reduction and included funds m SSA’S budget to support 1,000 posi- 
tions above the staff level included m the President’s budget for 1986. In 
addition, an SSA field office study, which had been m process several 
years before OMB became involved, was met with outcries from indi- 
vidual congressmen, employees, unions, and others. The House and 
Senate Appropriations Committees stated m respective reports m Sep- 
tember 1985, that no funds were to be provided for office closmgs until 
a study of the impact on public service was completed. Smce then, SSA 
has made only minimal changes to its field structure. 
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The inconsistency between the desires of the Congress and the adminis- 
tration has dissuaded SSA’S management from taking certain actions that 
could improve operations. SSA has been reluctant to (1) do formal long- 
range planning; (2) announce the full impact on staff of its computer 
modernization efforts; and (3) make operational changes that would 
enhance efficiency if they involved staff reductions, mvoluntary reloca- 
tions, or office closings. 

Central Management 
Agencies Influence 

The Office of Personnel Management (OPM), OMB, and the General Ser- 
vices Administration (GSA) also have influenced management of SSA’S 
programs and activities. For example, OPM policies and procedures on 

Operations salary levels have made it difficult for SSA to recruit and retam com- 
puter specialists. Since 1981, GAO has reported* that ss~ has a serious 
shortage of computer specialists, and has linked this shortage to the fact 
that oPM-established federal salary rates are not competitive with those 
of private industry. The lack of sufficient computer specialists has- 
delayed some ADP modernization projects as well as the automation of 
new legislated program changes. 

OMB has adopted a role of increasing involvement in SSA’S management, 
which constrains management’s flexibility in making operational deci- 
sions. OMB called for a reduction in staff of 17,000 by the end of fiscal 
year 1990 and gave SSA specific baseline numbers for accomphshmg the 
reduction. It required SSA to streamlme its operations through specific 
initiatives and gave SSA targeted budgetary savings to be achieved 
through fiscal year 1990. In the early 1980’s, OMB proposed legislation, 
enacted by the Congress, to eliminate or reduce social security benefits 
and also required EEA to identify and contract for admuustrative func- 
tions that could be more efficiently carried out by the private sector 
These are major operational changes that have required SSA’S manage- 
ment to take a reactive rather than proactive approach to design and 
implementation 

Since 1980, GAO has reported and testified2 that GSA experienced prob- 
lems m acquiring sufficient office space for SSA. Many of the SSA officials 

‘Solvmg Social Secunty’s Computer Problems Comprehenswe Corrective Action Plan and Better 
Management Needed (HRD82-19, Dee 1981). and Social Secunty Adnumstratlon’s Computer Systems 
Modermzatlon Effort May Not Achieve Planned Objectives (GAO/IMTEC-85-16. Sept 1985) - 

‘Status of Social SecuntyReldace Needs (HRD81-64, March 1981), and testunony before 
the Subcommittee on Social Security of the House Comnuttee on Ways and Means on duly 30, 1984. 
and Apnl23, 1985 
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we interviewed also complained about poor or slow GSA maintenance or 
repair service. 

SSA Is Highly 
Dependent Upon 
Others to Accomplish l 

Its Mission 

. 

. 

. 

. 

SSA is highly dependent upon states, other federal agencies, businesses, 
and the public to successfully carry out its mission. For example: 

The medical aspect of determming eligibility for disability payments 
under the social security title II and .SSI disability programs is admims- 
tered by 54 state disability determination services under a regulatory 
relationship with HHS. While the overall management of these programs 
rests with SSA, the DDSS make the original determination of disability, 
evaluate medical issues in mitml and continuing disability determina- 
tions, and develop additional medical evidence that may be needed for 
decision making. 
The Internal Revenue Service (IRS) provides earnings informatlpn to SSA 
for self-employed individuals for posting to their earnings records. 
The Veterans Administration (VA) provides data for updating its benefit: 
on the SSI master record to prevent SSI overpayments due to underre- 
ported or unreported veterans’ benefits. 
Schools, as well as students themselves, provide data to SSA to identify 
students not entitled to social security benefits due to the existence of a 
disqualifying event, such as less than full-time attendance or marriage. 
The Immigration and Naturalization Service (INS) provides %A with data 
for determining (1) the validity of INS documents, (2) conditions under 
which aliens are admitted, and (3) whether ahens are authorized to 
work. 
Employers (businesses, state governments, and individuals) supply 
reports of earnings for posting to each employee’s account to establish 
social security coverage and benefit amounts 
Accurate information on current earnmgs, entitlement events (marriage, 
death, etc.), and changes of address must be reported to SSA to prevent 
overpayments and underpayments. We reported3 that as of September 
1984, about $1.3 billion in outstanding overpayments were caused by 
beneficiaries who misreported, reported late, or did not report events 
that would reduce or eliminate benefits. 

3Need to Strengthen Social Secunty’s Ekneflnary Reportmg Requirements and Enforcement 
Authonty (GAO/HRD85-12, March 1985) 
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Operational Support 
Provided to Others 

In addition to admmlstermg its programs, SSA must provide substantial 
support to other federal and state agencies. For example, this includes 
taking black lung and food stamp applications for use by the Depart- 
ments of Labor and Agriculture, and processing annual reports of earn- 
ings from employers and providing the data to the IRS for tax 
admmistration SSA contmues to handle some Medicare functions. For 
example, it determines program eligibility, issues Medicare cards, mam- 
tams beneficiary records, deals with Medicare mqun-ies, and collects 
Supplementary Medical Insurance premiums. Some Medicare computer 
programs are operated on SSA’S computer equipment, and the vast 
maJority of health insurance data are transmitted over SSA’S telecommu- 
nications system. ss~ estimated that 4,769 work-years would be required 
to perform activities for IFIS and HCFA in fiscal year 1986. 

Also, .%A participates in a variety of data exchanges with other federal 
and state agencies that use SSA’S computerized records of earnings and 
other mformation to determine eligibility and payment amounts for- 
associated assistance programs. For example, SSA’S records of social 
security numbers, earnings, and payment data support functions (to 
establish benefit offsets, taxes paid, and work status, respectively) of 
the VA, IRS, and the INS, as well as other federal and state agencies. These 
data exchanges are likely to contmue with even more emphasis in the 
future as a means to reduce the amount of improper payments and to 
control the growth of federal spending 
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The objective of our management review of SSA was to conduct an 
agency-wide assessment of management systems and administrative 
support functions and develop specific recommendations on how SSA can 
bring about and sustain needed improvements. Our specific ObJeCtiVeS 

were to 

1. Assess SA'S management effectiveness in 

l preparing for the future. That is, did SSA have the strong stable leader- 
ship and management processes necessary to chart a course on how it 
wants to do business in the future? 

. providing quality public service m a cost-efficient manner. 

. providing a favorable work climate to enhance work-force quality. 
SSA’S employees work in an environment in which budgetary staff cuts 
significant systems improvements, and major workload shifts among 
organizational units all are taking place at about the same time. We 
looked at the effects of this environment on morale, product&y, and 
public service as well as how SSA management was dealing with 
change. 

2. Identify key actions that should be taken by current and future mana 
gers to restore the confidence of the Congress and the public m the man 
agement of SSA following such problems as a computer system crisis, 
insensitive treatment of thousands of disabled beneficiaries, and a pro- 
curement scandal. We sought to identify specific improvements that 
would demonstrate that SSA'S management can establish priorities, 
develop a plan for addressing the aforementioned problems, and mitiatc 
actions to correct problems over time. 

3. Facilitate implementation of the actions we identified as needed by 
performmg an nnmediate, comprehensive follow-up review to this man- 
agement review, 

Our review was done at SSA headquarters in Baltimore and at various 
field locations nationwide. We conducted interviews and collected and 
analyzed information at 50 locations in 9 of SSA’S 10 regions. Our 
detailed fieldwork took place between January and September 1986. 
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Questionnaires 
Administered to 
Employees and Mid- 
Level Managers 

We sent a questionnaire on personnel and operational issues to 1,094 
lower-level SSA employees, and another questionnaire to 813 mid-level 
SSA managers. Through the latter we generally sought the perspectives 
of managers on the continued existence of previously identified prob- 
lems at SSA and potential problem areas identified by organizational 
researchers who have studied large organizations. For detailed informa- 
tion on the sample selection process used, refer to our report Question- 
narre Responses From SSA Mid-Level Managers and Employees 
Regarding Management and Personnel Issues (GAO/HRD87-7% which 
supplements this report. 

SSA Employee 
Questionnaire 

SSA Mid-Level Manager 
Questionnaire 

A standardized questionnaire was mailed to SSA employees in March 
1986 at grade levels between GS-4 and GS-13. Responses were received 
by September 1986. We designed it to obtain data about such personnel 
and operational issues as morale, work assignments, supervision, co,m- 
puter systems and automation, training and development, and perform- 
ance appraisals. A stratified random sample was drawn from 6 of the 11 
largest job series m terms of numbers of employees. The 6 Job series 
comprise about 58 percent of all SSA employees. Our sample was strati- 
fied into three groups so that a valid projection could be made for the 
responses for each group individually. (Group I consists of claims repre- 
sentatives and service representatives; group II consists of benefit/ 
claims authorizers, claims clerks, and heanngs assistants; and group III 
consists of computer specialists, analysts, and programmers.) Our sam- 
pling plan was designed to yield an expected sampling error of plus or 
minus 5 percent at a 95-percent confidence level for each group. Our 
sample of 1,094 employees was adjusted to 1,077 to exclude individuals 
who were no longer SSA employees. Of the 1,077 employees m our 
adjusted sample, 905 (about 84 percent) responded, making the results 
statistically projectable at the desired confidence level. 

The standardized questionnaire we mailed to mid-level managers in June 
1986 was designed to obtain mformation on issues related to SSA’S organ- 
ization, operations, performance management, morale, priorities, and 
other management functions based on their opnuons and experiences. 
Responses were received by September 1986. Of the 813 questionnaires 
sent to mid-level managers, 300 were sent to district and branch office 
managers and 513 to headquarters and other field managers. These 
sample sizes were adjusted to 291 and 490, respectively, to exclude mdi- 
viduals who were no longer SSA managers. 
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The 490 headquarters and field managers included all headquarters 
managers at the following levels: deputy associate commissioners, office 
and division directors, and deputy office and division directors. Posi- 
tions m the Office of Management, Budget, and Personnel (OMBP) were 
generally excluded because they are primarily responsible for adminis- 
trative and support functions that were being reviewed. But we included 
OMBP managers in the Office of Assessment because they review the 
quality of SSA’S mission-related activities. 

All field managers were included at the following levels: deputy regional 
commissioners, assistant regional commissioners, area directors, psc 
directors, m/Retirement and Survivors Insurance (RSI) process branch 
managers, regional chief admimstrative law judges, administrative law 
judges-in-charge in field hearings offices, and DOC managers. 

Our adjusted random sample of 291 district/branch office managers was 
selected from a universe of 1,3 11. Our sampling plan for district and 
branch offices was designed to yield an expected sampling error of plus 
or minus 5 percent at a 95percent confidence level. 

Two hundred sixty-one district/branch office managers (about 90 per- 
cent) responded to our questionnaire, making the results statistically 
proJectable nationwide to the universe of district/branch office mana- 
gers. Of the 490 headquarters and other field managers, 384 (78 per- 
cent) responded. The overall response rate for both groups was 83 
percent. 

Senior Executives, Mid- To obtain detailed information, we mtervlewed selected %A employees. 

Level Managers, and 
We were particularly interested in obtanung the perspectives of mem- 
bers of the Senior Executive Service (SES) on the management problems 

Employees Interviewed were interviewed. and successes SSA has experienced in recent years. The following staff 

l 37 semor executives, including all of the deputy commissioners, asso- 
ciate commissioners, regional commissioners, PSC du-ectors, the chief 
actuary, and office directors in the Office of Disability Operations (ODO), 

Office of Program Service Centers, and the Office of Central Records 
Operations (ocR0); 

l Directors of 2 of the 3 bocs, disability program directors m 3 SSA regions 
7 area directors, 14 district office managers, 3 branch office managers, 
and HHS personnel officers in 3 regions; 
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l 54 psc employees, 64 district office employees, 17 branch office 
employees, 7 telephone service center employees, 9 OHA employees, 2 
state DDS employees, 4 not employees, and 129 headquarters employees 

Major SSA Programs, Our review included coverage of SSA’S maJor programs mcludmg ~31, DI, 

Management Functions 
and SEX, and maJor management functions and processes In examming 
these activities, we* 

and Processes Covered 
. Examined m-generated operational data and management mformation 

to determine its usefulness m managing SSA programs and where 
improvements could be made. Such operational and management data 
included budget and financial data, quality assurance reports, work 
measurement data, SES contracts and merit pay plans, ADP contracts, 
training course descriptions, staff allocation procedures, and debt collec- 
tion activity data. We did our review m accordance with generally 
accepted government auditing standards. For the purposes of this- 
review we did not consider it necessary to verify the accuracy of all 
information produced by ~SA’S computer systems. 

. Reviewed reports issued during the last several years by GAO, the HHS 

Inspector General, SSA, and contractors regarding ss~ activities and 
programs. 

l Assessed the management functions of plannmg, budgeting, financial 
management, personnel, information resource management, produc- 
tivity, decisionmaking, and leadership. We also assessed ?&A’S headquar- 
ters organizational structure 

Discussions Held With We discussed .%A management and its problems with outside experts and 

Consultants and 
Former SSA 
Commissioners 

former HHS and !%A officials, including five former SSA commissioners or 
acting commissioners We obtained their views, based on their experi- 
ence at ss~ and/or m other organizations, regarding management issues, 
functions, and processes. Following are the former commissioners we 
interviewed and their tenures 

Table 3.1: Former SSA Commissioners 
Interviewed Commissioner Tenure’ 

James B Cardwell 

Don Wortman (Acting) 

Stanford G Ross 

1 O/73 - 12177 

12177 - 09178 

09178 - 12179 

Herbert R Doggette (Acting) 

Martha A McSteen (Acting) 

oijai - m/al 
09183 - OS/S6 

aTlme frame from date designated or conflrmed to date reslgned 
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Report Comments SSA, as well as former HHS Secretary Wilbur Cohen and former Commis- 
sioners Robert M. Ball and Stanford G. Ross, commented on a draft of 
this report. Their comments largely concerned the subjects of leadership 
and organization which are drscussed in chapters 4 and 5. Those com- 
ments are discussed at the conclusion of those chapters. Comments on 
other aspects of this report were less extensive and broader m nature, 
and are discussed in Sections III, IV, and V. (See app. II for SSA’S 
comments.) 

Although SSA did not comment specifically on each of our recommenda- 
tions, it began taking action on many of the problems we identified after 
our June 1986 briefing for Commrssioner Hardy. We have identified 
SSA’S actions where appropriate in this report, but have not evaluated 
their effectiveness We plan to evaluate SSA’S actions durmg a follow-up 
review which should begin m the summer of 1987. 
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Providing Stronger and More Stable Leadership 

Various circumstances and conditions have combined over the years to 
undermine confidence of the Congress as well as many of SSA’S 
employees in the leadership and management of %A. For example. 

. In the past decade, SSA has not had consistent or fully empowered lead- 
ership because of frequent changes in commissioners and extensive 
periods of leadership by senior executives serving as acting 
commissioners. 

. SSA has an organizatronal structure that diffuses accountability for both 
programs and key management functions, such as financial manage- 
ment, among many components, Until the fall of 1986, when it estab- 
lished an agency-wide planning staff, it lacked an mstitutional 
capability to integrate related activities of components. 

l Finally, %A had an unstructured decrsion-making process that drd not 
promote the (1) identification or sufficrent analysis of alternatives and 
risks, (2) involvement of key agency officrals, and (3) communi.&ion of 
results. 

These problems, together wrth others discussed in this report, have con- 
tributed to many of SSA’S operational and managerial problems and 
made it difficult to implement change and adequately prepare for its 
future 

SSA can improve its decrsion-makmg process relatively easily, and Com- 
missioner Hardy has taken steps to do this. On the other hand, strength- 
ening and stabilizing its leadership and dealing with its organizational 
problems are steps more difficult to implement and sustain. Changes m 
elected officials, limitations on salaries, and other factors make turnover 
in leadership inherent m our system of government. Beyond encouraging 
appointed officials to complete their terms, there is little that SSA or the 
administration can do to prevent management turnover SSA must create 
a more favorable orgamzational environment and lessen the disruption 
that can accompany changes XI leadership by strengthening its institu- 
tional capability to manage its mission. 

In this regard, Commissioner Hardy has begun to address problems 
caused by SSA’S fragmented structure. She has established a small staff 
to help provide central direction and to integrate the activities of SSA’S 

various components. She also implemented a short-term planning and 
tracking system to identify prionties, performance targets, and respon- 
sible officials. She plans to hold these officials accountable for results. 
Further, she appointed a chief financial officer to provide a focal point 
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for agency fmancial management, effective March 1, 1987 These 
actions should considerably strengthen SSA’S leadership. 

We are recommendmg that SSA take addrtional actions to create a more 
favorable and stable organizational environment. These actions include 
(1) establishing a career general deputy position to help run SA'S daily 
operations and oversee the integration of component activities; (2) 
developing a long-term plan that clearly delineates SA'S future goals and 
methods to accomplish them (see Section III), and (3) making a long- 
term assessment of additional organizational changes that could better 
facilitate decision making, implementation of long-term plans, better 
accountability, reduced levels of review. and clearer delineation between 
line and staff. With such changes, SSA could operate more efficiently and 
effectively. It could maintain accountability for addressing maJor prob- 
lems and initiatives while being flexible enough to accommodate 
changes or lapses m political leadership. 

Finally, the Congress and the President can further facilitate more 
stable leadership at SSA. The Congress should enact legislation to create 
a fixed term for the commissioner. The President should try to reduce 
the time that SA operates under an acting commissioner through prompt 
nomination of candidates to fill vacancies when they occur 
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During the past decade, SSA has experienced frequent turnover among 
its politically appointed commissioners. Further, it has operated for 
extensive periods under the du-ection of career executives serving in an 
acting capacity as commissioner and in other senior-level positions This 
situation has adversely affected SSA by depriving it of top leadership 
with political ties to the admuustration and the strong, stable senior 
leadership necessary to provide a clear sense of direction, adequately 
prepare for the future, effectively modernize operations, and resolve 
long-standing problems. 

Instability in In sharp contrast to its previous history, SSA has had frequent turnover 

Leadership 
m its commissioners during the past 10 years (see table 4.1). Since late 
1977, there have been seven different commissioners or acting commis- 

Undermines Effective stoners and through former Acting Commissioner McSteen’s term 

Management (ending m June 1986), they have had an average tenure of about 17 
months Between December 1977 and Commissioner Hardy’s confirma- 
tion, four acting commissioners managed ss~ for about 47 months- 
about half of this 8-l/2 year period. 

Table 4.1: SSA Commissioner’s 
Tenures (1946-86) July 1946-December 1977 December 1977-Present 

Name Months Name Month! 
Arthur J AitmeveP ai Don Wortmanb I( 
Wllllam L Mltchellb 7 Stanford G Ross l! 
John W Tramburg 

Charles I Schottland 
Wtlliam L Mltchell 

a Herbert R Doggetteb (2 day< 
53 Willlam J Driver 1; 

39 Herbert R Doaaetteb 1 

Robert M Ball 132 John A Svahn 21 
Arthur Hessb 

James B Cardwell 
6 Martha A McSteenb 

50 Dorcas R Hardv 

3: 

in office 

‘Served also as a member and chalrman of the Social Security Board from 1937 to 1946 

bServed In an acting capacity 

Similar leadership instability has also existed among SSA’S senior execu- 
tives Since the late 1970’s, SSA has experienced an average yearly 
vacancy rate-unfilled positions or positions filled by officials m acting 
status-of about 25 percent in its allocated SES positions. Further, SSA 
was only permitted to fill 76 SES positions through Acting Commissioner 
McSteen’s tenure. She was unsuccessful at getting HHS approval to fill 
the 12 other established positions 
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Leadership instability particularly has affected the top echelon of SSA'S 

executives. Former Acting Commissioner M&teen served m an acting 
status for 2-3/4 years. Also, three of the four deputy commissioners 
under her were in an acting status for extensive periods. The deputy 
commissioners for management and assessment and programs and 
policy were acting for more than 2 years. The previous deputy comnus- 
sioner for systems was acting for about 2 years. 

Leadership in the critical systems area has also been a problem. It 
requires years to plan, design, and build a computer system of the mag- 
nitude needed by SSA. Yet, smce 1976, there have been six top executives 
for the systems area, and three of these, mcluding the mcumbent, served 
in an acting status for a total of nearly 4 years. 

Our mterviews with SSA’S senior executives showed their concern over 
SSA’S unstable leadership. Overall, 28 percent identified SA’S lack of 
leadership as the agency’s single most important problem-citing 3 
almost twice as often as the next most frequently selected item--ssA’s 
organizational structure. Also, in discussing management with SSA'S 

senior executives, 33 of 36 identified at least one maJor problem related 
to SW’S vacancy rates or the long-term acting status of officials. For 
example: 

l Two-thirds said it affected the willingness or ability to do long-term 
planning 

l 53 percent spoke to the reduced clout or effectiveness of acting officials. 
. Half cited adverse effects on decision making and addressing long- 

standing problems. 

Most of the adverse consequences resulting from lack of leadership, 
including long-term acting status or turnover, appeared to center on the 
commissioner’s position Two-thirds of the senior executives told us that 
frequent turnover in commissioners had a negative effect on SSA. For 
example, 15 said the lack of strong stable leadership hampered SSA in its 
dealings with HHS and OMB over such matters as issumg timely regula- 
tions and developing long-range operating plans Others said the turn- 
over contributed to SSA’S computer modernization problems, interrupted 
actions being taken on major uutiatives, and resulted m disruptive and 
harmful reorganizations. 

Former commissioners attributed several significant problems to the 
acting status or frequent turnover of SSA commissioners over the last 
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several years. For example, former Acting Commissioner M&teen said 
that: 

l The size and complexity of SSA’S ADP problems made it difficult for new 
commissioners with short tenures to grasp them. Therefore, new com- 
missioners often focused on one or two aspects of the ADP problem 
rather than addressing all comprehensively. Consequently, SSA fell fur- 
ther and further behind. 

l The msufficient political support given to acting officials hindered her 
ability to bring certain matters to final resolution with HHS or OMB, such 
as issuing regulations or filling vacant sEs positions. 

l Acting status precluded her from taking significant actions involving 
SsA’s organizational structure. 

Other previous commissioners also identified problems with commis- 
sioner turnover or acting status. 

l Commissioner Ross said his short tenure (15 months) curtailed his long- 
term initiatives and full implementation of his maJor organizational 
change He believed his reorganization would not have been perceived so 
negatively had he continued on as commissioner 

l Acting Commissioner Wortman characterized his tenure (10 months) as 
that of a caretaker. 

l Acting Commissioner Doggette (4 months) said that, as an acting offi- 
cial, he was reluctant to begin long-term planning even though he recog- 
nized the need for it. 

Finally, former Commissioner Ball commented that he believed SA’S 
leadership has not played a strong enough role m managing the various 
issues it faced m recent years. In particular, he cited as examples (1) the 
handling of SA’S relationship with the courts arising from its disability 
benefit termmation actions m the 1980’s and (2) OMB'S imposition of an 
arbitrary staff cut of 17,000 by 1990. He said that SSA needs to be 
stronger m anticipating court decisions, reasonably reacting to them, 
and in managing differences between the Congress and executive branch 
rather than reacting to the fallout from their colhsions. 
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Leadership Changes 
Disrupted Efforts to 

The turnover of commissioners and other senior executives has hindered 
%A efforts to correct numerous problems Among the senior executives 
who said that commissioner turnover has negatively affected SSA, 25 

Address Long-Standing percent attributed this to changing agendas and priorities. 

Problems 

Frequent Changes in 
Modernization Strategies 
Largely Attributable to 
Turnover 

One of the clearest examples of the problems caused by leadership 
changes involves SSA'S efforts to modernize its ADP systems begmning in 
the mid-1970’s In 1975, Commissioner James B. Cardwell initiated an 
effort to develop an ADP system to carry SSA through the 1990’s To 
accomplish this goal, he established a new Office of Advanced Systems 
reporting directly to him. That office was responsible for designing and 
developing new ADP systems, and subsequently it established a four- 
phase master plan to implement a 6-year improvement project. Work on 
phase I was completed m mid-1977 Phase II was then started and Eo- 
ceeded until early 1979, when a new commissioner changed SSA'S ADP 

improvement goals. 

In January 1979, shortly after his appointment, Commissioner Stanford 
G. Ross reorgamzed SSA. As a part of the reorganization, he merged the 
Office of Advanced Systems with a newly created Office of Systems and 
changed the course of the modernization effort The Office of Systems’ 
responsibilities were to provide ADP support for daily operations and to 
plan and implement short-range improvements. The Office of Systems 
abandoned the four-phase plan and in its place developed a “parti- 
tioning strategy” that would replace computer hardware m manageable 
segments. Commissioner Ross said he made these changes because SSA’S 
systems were contmumg to deteriorate during the implementation of the 
four-phase plan. While recognizing that some of the work of the Office 
of Advanced Systems was valuable, he said the office was orgatuzation- 
ally isolated and its work not sufficiently integrated with and related to 
agency operations. Further, the existing four-phase plan called for a 
massive overhaul of SSA'S systems, whereas he favored making more 
incremental changes. 

In 1982, Commissioner Svahn refocused SSA'S ADP modernization efforts 
for a third time because the partitionmg strategy was a redesign for an 
existing system, was oriented primarily toward replacing hardware, was 
not focused sufficiently on improvmg software, and required at least 10 
years to complete. He then formulated the 1982 Systems Modernization 
Plan (SMP), which focused extensively on improving software because 
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that was an important and integral part of modermzation. In several 
respects the 1982 SMP was similar to the system enhancement plan pre- 
pared under Commissioner Cardwell m 1977. 

During Acting Commissioner McSteen’s term, SSA made further adJust- 
ments to the SMP. It added a new initiative to automate its management 
mformation needs. It also shifted many of its more experienced systems 
staff from maintenance of its day-to-day operations to its systems rede- 
sign effort, replacing them with programmer “tramees.” Further, it 
estabhshed a task force to study a distributed data processing concept 

Long-Range Planning 
Adversely Affected by 
Leadership Problems 

Long-range plannmg is another area that has been adversely affected b; 
SSA’S leadership situation. Ninety-two percent of SSA’S senior executives 
said that SSA’S lack of a long-range operational plan was a significant 
problem. Without such a plan, SSA lacks a clear sense of direction and 
has no mechanism to institutionalize agency goals. A long-range plan 
helps to provide contmulty and stabilize the organization during leader- 
ship changes. Also, it can provide managers and employees with a sense 
of where the organization is headed and how they fit mto the picture 

Despite the strong mternal feelings about the need for a long-range oper 
ational plan, SSA’S leadership situation hindered efforts to develop a 
plan. For example, although one acting commissioner recognized the 
need for such a plan, he was reluctant to begin the effort because he 
believed that long-range plannmg represented a significant action and 
should be done by an appointed commissioner. Another acting commis- 
sioner did initiate a planning effort; however, HHS would not officially 
endorse the plan because it involved options and choices of a political 
nature In another mstance, the newly appointed Commissioner Svahn 
curtailed an ongoing planning initiative until he could examine SSA’S 
planning process. Commissioner Svahn resigned, however, before rees- 
tablishing the plannmg effort 

Other Long-Standing 
Problems Go Unresolved 

Several other problems have not been resolved, at least partly due to 
SSA’S lack of strong, stable leadership. Former Acting Commissioner 
McSteen recognized this situation when she established initiatives to 
address several of these problems. She placed the initiatives under the 
direction of top officials m an attempt to focus and mstitutionahze 
efforts to correct the problems. Mrs. McSteen’s uutiatives were targeted 
at the followmg long-standing issues: notices, claims modernization, 
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operating mstructions, agency management, disability program, man- 
agement information, case control, public mformation, and annual wage 
reporting. 

Various aspects of these problem areas are discussed in other parts of 
this report. A brief overview of three follows. 

l Notices. Since at least 1978, SSA has had significant problems with the 
clarity, conciseness, and accuracy of notices it issues to the public con- 
cerning their benefits or eligibility Despite numerous past efforts to 
improve notices, many of these same problems persist today. According 
to the prodect director of SSA’S present notice improvement uutiative, 
earlier efforts were not effective because of inadequate management 
support and the urgency of higher priority issues. (See p, 187.) 

l Operating instructions. Since at least 1975, SSA has recognized the need 
for and made several attempts to improve operating instructions foLits 
employees In 1979, GAO briefed Commissioner Ross about field office 
problems with pohcy and procedural instructions. Although stating that 
the problems would be resolved, he left office before completing action 
SSA’S latest initiative to improve its instructions began m March 1984 
and is still underway. SSA employees, however, continue to report major 
problems with operating instructions. (See p. 123.) 

l Management information. Since at least 1975, SSA has recognized the 
need to automate time-consuming manual workload countmg and 
reporting. In March 1982, we reported that despite repeated recommen- 
dations, field offices still lacked an automated management mformation 
system to meet their needs. Today, only a part of SSA’S workload 
reporting efforts are automated. Almost all post-entitlement-related 
work still is manually counted to provide managers with workload mfor- 
mation. (See p 136 ) 

Another long-standing problem cited by both current and former offi- 
cials has been SSA’S slowness to change the way it does business due to 
its strong organizational culture. SSA’S founding leadership had instilled 
a strong value within the organization to provide high-quality public 
service through personal, face-to-face mteraction with clients m its field 
offices This value system has fostered a strong degree of dedication and 
commitment among SSA’S employees and largely been a positive source in 
fostermg high-quality pubhc service. However, it has also served as a 
strong force that has resisted efforts to modernize the way SSA does bus- 
mess, including givmg greater emphasis to providing service by mail or 
telephone and modermzmg its computer system. For example, several 
officials commented on difficulties associated with attempts to change 
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SSA’S culture or the organization’s ability to outlast short-term commis- 
sioners attempting to make changes. The Office of Technology Assess- 
ment also emphasized SSA’S cultural resistance to change and innovation 
as one of the major causes of slow progress in its computer moderniza- 
tion effort. (The Social Security Admmistration and Information Tech- 
noloe;y, Office of Technology Assessment, October 1986.) 

Options for Addressing Several options exist for strengthening and stabilizing SSA’S leadership. 

Leadership Instability 
These include (1) increasmg the commissioner’s salary, (2) minimizing 
the designation of acting commissioners, (3) fixing the commissioner’s 
term, (4) making ss~ independent of HHS, and (5) establishing SSA as a 
government corporation. Although these actions cannot guarantee 
strong and stable leadership, any one or a combination of them could 
increase its likelihood. A brief description of each option follows. 

Increasing Salaries The salary paid to top government officials is a factor that can affect 
the ability to attract and retain SSA commissioners as well as the heads 
of other federal agencies. GAO and others have reported on inadequate 
pay levels for government executives. For example, we advocated the 
development of an executive pay system that will provide meanmgful 
pay distinctions and incentives for recruiting and retaining top federal 
executives. (See GAO/FPCD80-72.) In 1984, the Congressional Panel on 
Social Security Organization stated that the pay level of the commis- 
sioner (Executive Level IV-then $74,500) was inadequate for the 
responsibilities of the position and recommended an increase to Execu- 
tive Level II-then $77.400. 

Although direct comparisons of government and private sector salary 
levels for top executives are difficult to make, recent data show that 
pay levels for government executives are substantially lower. In June 
1986, Forbes magazine reported the median compensation for chief 
executives of the 793 largest U.S. companies m 1985 to be $620,000. 
Further, Forbes reported the median compensation paid to chief execu- 
tives of 37 U.S msurance companies (a business that in many ways par 
allels SSA operations) included in its study was over $600,000 

In December 1986, further information on the need to mcrease the 
salary of top government officials became public. The Commission on 
Executive, Legislative, and Judicial Salaries, citing srgnificant differ- 
ences m pay levels between private sector and government and a 40- 
percent erosion m the purchasing power of senior government officials 
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since 1969, recommended that the President make maJor increases m 
federal executive salaries. For example, for the Executive Level IV posi- 
tions, it recommended the salary level be changed from $74,500 to 
$120,000. However, citing the federal deficit situation, the President 
proposed sigmficantly smaller mcreases m executive salaries-an 
increase to $77,500 for Executive Level IV, which became effective m 
February1987 

Minimizing Acting Status Beyond increasing salaries, other actions can provide SSA with more 
stable leadership For example, the President should expedite the 
appointment of commissioners and mnumize the appointment of acting 
commissioners who, by virtue of their status, lack the political support 
necessary for effective leadership m government. Further, when 
selecting officials to serve as commissioner, the President can stress the 
importance of a long-term commitment and the need to deal with long- 
standing problems. 

Fixing the Commissioner’s 
Term 

One option for improvmg leadership stability would be for the Congress 
to establish a fixed term for the commissioner, such as exists for the 
director of the Federal Bureau of Investigation who has a lo-year term. 
We believe the term for SSA'S commissioner should be 8 years This 
should give a commissioner enough time to identify and develop an 
effective long-range operational plan for SSA and to carry out those 
plans as well as deal with issues requirmg sustained long-term efforts, 
such as computer modernization and how to best organize to provide 
high-quality services to the public. 

With a fixed term, the commissioner would still be appointed by the 
President with the advice and consent of the Senate. The fixed term 
hopefully would encourage appointed commissioners to complete theu- 
terms while mamtammg their accountabihty to the President and offi- 
cials in the executive branch. Further, we believe that if the President 
removes the commissioner he should inform the Congress of the reasons 
for the removal. 

Making SSA Independent Another option that the Congress has been considering involves making 
SSA an independent agency In 1986 the House passed H.R. 5050. This 
bill provided for, among other things. 

l Separating %A from HHS and establishing it as an mdependent agency 
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l Establishing a three-member board to govern SSA. The President would 
have appointed the members, subject to Senate confirmation, for 6-year 
terms and could have removed them only for cause. The President 
would have designated the chairperson of the board. 

9 Having the board appoint a commissioner of social security as chief 
operating officer for a 5-year term, with provision for removal by the 
board only for cause. The board would also have appointed a deputy 
commissioner 

In 1984, the Congressional Panel on Social Security Organization 
reported on ways to establish SSA as an independent agency. The panel 
recommended keeping SSA under the direction of a single administrator 
with an advisory rather than governmg board. It said this arrangement 
would achieve the greatest management effectiveness. It said that from 
a management perspective, (1) a single administrator is far more effec- 
tive and accountable than multiperson boards or commissions and (2) 
history strongly suggests that it is almost impossible to keep a board 
from interjectmg mto the management of the organization and creating 
conflict/confusion. 

GAO work tends to confirm these findings. In 1979, we reported on man- 
agement problems at the Federal Commumcations Commission1 resultiq 
from operating under the board form of organization. Similarly, we will 
shortly be reporting on problems at the Consumer Product Safety Com- 
mission. These problems included (1) untimely decisions, (2) interjection 
of commission members m the daily operations of the agency, (3) a lack 
of insulation from short-term political and economic pressures, and (4) 
high turnover m commission members and executive directors. 

Establishing a Public 
Corporation 

Another option available to the Congress is making SSA a pubhc corpora- 
tion The Congress has chosen this approach in the past to provide for 
greater flexibility and efficiency of operation to agencies engaged in 
various types of activities. Also, as it has done in the past, the Congress 
could exempt the corporation from those government-wide admuustra- 
tive requirements it beheves hamper %A operations. 

‘Orgamzmg the Federal Commumcatlons Comnusslon for Greater Management and Regulatory Effw 
tweness (CED-79-107, July 30, 1979) 
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Conclusions SSA needs strong and stable leadership to resolve its problems and to 
better prepare for the future. However, providing for the needed leader- 
ship stability is difficult because our political system fosters turnover. 
Given the serious nature of SSA’S management problems and the impor- 
tance of providing our citizens with a well-run social security system, 
GAO believes that the Congress should establish a fixed, 8-year term for 
the commissioner. This should give a commissioner enough time to iden- 
tify and develop an effective long-range operational plan for SSA and to 
carry out those plans as well as deal with issues requiring sustained 
long-term efforts, such as computer modernization and how to best 
organize to provide high-quality services to the public 

In addition, the President can help strengthen SSA’S leadership by (1) 
limiting the appointment of acting commissioners and (2) when making 
nominations for commissioner, stressing the importance of a long-term 
commitment to solvmg SSA’S problems and preparing it for the future. 
Even with a fixed term and such presidential action, however, comi?us- 
sioners cannot be prevented from resigning before completing their 
terms. Thus, we also believe SSA needs to make internal admstments to 
help it deal with complex operational problems and to chart and follow 
a future course of direction 

These internal adjustments can be accomplished by enhancing SSA’S 

organization structure and establishing better management systems and 
processes to direct, control, and promote efficient operations Recom- 
mendations to accomplish these adJustments are contained in the fol- 
lowing chapters. In addition, actions to address the problem areas 
covered by former Acting Commissioner McSteen’s initiatives should be 
continued even if different approaches to resolvmg them are considered 
preferable by subsequent commissioners. 

While the above actions should help improve operations, questions 
remam regarding whether the salary of the commissioner (currently 
$77,500) is high enough to attract and retam the caliber of leadership 
needed. Questions also exist about whether the personnel and other 
admuustrative requirements that SSA must follow are sufficiently flex- 
ible to enable a strong leader to effectively address many of the prob- 
lems we and others have noted in the management of social security 

Thus, over the long term, the Congress and the President need to assess 
these issues as they affect the ability of a commissioner to improve SSA’S 
management If, in the long term, experience shows that such factors as 
personnel or other administrative constraints are prime inhibitors to 
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effectively and efficiently managing %A, additional alternatives shoulc 
be explored. Among these could be the waiving of certain pay or proce 
dural requirements, or establishing a public corporation with appro- 
priate controls and accountability to the Congress, but without some o 
the salary and other restraints that may prevent the hning and 
retaining of top-quality personnel and the use of more efficient 
procedures. 

The Congress has also considered whether SSA could be a more effectrv 
agency by making it independent of HHS. Although the House passed 
H.R. 5050 in the 99th Congress, the Senate did not take up the bill. The 
100th Congress will be addressing this issue during 1987. Therefore, w 
would be remiss in not discussing this Issue, given the support for inde 
pendence in the House last year. 

Those favoring independence for SSA see social security as a unique prc 
gram because of its self-financing nature and the implied agreement 
with people contributing to social security to have the government pay 
their “earned” benefits. Therefore, those favoring independence want 1 
insulate the social security programs from short-term fiscal pohcy deci 
slons. They believe that this msulatlon would be more hkely to occur if 
SSA were independent and governed by a bipartisan board. Various pro 
posals have been made concernmg the relationship that such a board 
would have with the commlssloner. Most, however, would have the 
board directly involved in all policy matters, as well as having a direct 
mvolvement in the oversight of .%A operations. They also believe that 
independence would provide for more stabrlity of top leadership and 
result m a better run agency. 

Opponents, on the other hand, argue that it is unrealistic and unwise to 
expect that the programs of an agency that cost the taxpayers more 
than $200 bllhon annually should not be considered when making fiscal 
decisions affecting the government. They also point out that SSA will 
continue to remam in the executive branch, and thus, regardless of 
whether it is an independent agency, would still be subJect to budgetaq 
and policy reviews by both OMB and the President. Opponents argue fur 
ther that an independent SSA would lose the benefit of cabinet-level rep- 
resentatron and that economic and policy decisions related to other 
benefit programs admmlstered by HHS should be made m comunction 
with policy decisions on social security. 

From the perspective of our work, independence has merit to the extent 
that it could enhance the stature of the commissioner, thereby 
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enhancing the government’s ability to attract and retain a top-flight 
mdividual Also, independence for SSA holds the potential benefit of pro- 
moting greater leadership stability-a fundamental need if we are to 
have a well-run agency. To the extent that mdependence would enhance 
contmuity of pohcy and direction and clarify for the Congress and the 
American public who is directly accountable for runnmg the social 
security programs, independence has further merit. 

But one aspect of various proposals for independence is troubling to 
us-the establishment of a governmg board. Establishing an mdepen- 
dent SSA under a governing board arrangement could be detrimental to 
agency management. The argument for a board revolves around the 
belief that it will insulate SA activities and decisions from political 
interference because board members have fixed and staggered terms 
that overlap presidential terms However, with regard to management, 
there has been considerable criticism about the effectiveness of boards 
Problems cited include (1) untimely decisions, (2) interference byBoard 
members m the daily operations of the agency, and (3) diffused account- 
ability For example, with respect to accountability, whom should the 
Congress and the public look to under a board arrangement? The Presi- 
dent? The board? The commissioner? Therefore, while a board could 
provide more stability m leadership, it would seem to do so at the 
expense of effective management and accountability In that context, 
independence could be detrimental. 

However, whether or not it is an independent agency, it is clear that the 
head of SSA should be able to seek advice and guidance from outstanding 
individuals concerned about the management and effectiveness of our 
social security programs. Thus, we see merit in having an advisory 
board to the commissioner regardless of the organizational status of SSA. 

But, we must emphasize that on balance we do not believe that mdepen- 
dence of SSA is essential to solving the serious management problems 
identified m our report Independence is not the panacea 

Recommendations to 
the Congress 

To provide more stable leadership for .%A, we recommend that the Con- 
gress enact legislation fixing the term of the commissioner of social 
security at 8 years. In case of removal, the President should be required 
to inform the Congress of the reasons. In addition, the Congress should 
periodically momtor SA’S progress m solving its managerial and opera- 
tional problems. If, in the long term, the Congress believes the actions 
we are recommending are insufficient, it should consider other orgamza- 
tional alternatives to admmlster social security programs. 
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Recommendations to 
the President 

In recogmtion of the critical importance of social security to the nation 
and the problems SSA has experienced with instability of leadership and 
frequent changes m direction, especially regarding computer systems 
modernization, we recommend that in the future the President: 

. Limit, to the extent possible, the appointment of commissioners of social 
security on an acting basis. 

l When nommatmg persons to fill the commissioner’s position, focus on 
individuals who (1) view the position as one requiring long-term com- 
mitment, (2) are inclmed to focus attention on resolving significant long- 
standmg problems, (3) are comfortable adhering to long-term opera- 
tional and computer systems modernization plans, unless maJor changes 
are Justified and concurred in by the Secretary of HHS and reported to 
appropriate congressional committees, and (4) are committed to the pro- 
grams’ goals and to providing high-quality, efficient service to social 
security recipients. 

Report Comments and Commissioner Hardy, former HHS Secretary Wilbur Cohen, and former 

Our Evaluation 
SSA Commissioners Robert M. Ball and Stanford G. Ross commented 
extensively on the issue of providing quality leadership for SSA. There 
was a general consensus among them that SSA’S leadership needs to be 
stabilized However, as discussed below, each had different views about 
the nature of the problem and ways to correct it. 

Commissioner Hardy 
Believes Acting Status of 
Commissioners Is Prime 
Cause of Leadership 
Problems 

Commissioner Hardy agreed that SSA’S critical role requires strong, 
stable leadership and that the rate of top leadership turnover should 
clearly be a priority of any administration and Congress. However, she 
said the ideal of one commissioner serving a lengthy tenure may not be 
possible to achieve. Further, she said SSA’S leadership vacuum is more a 
function of it having so many acting commissioners (whose limited 
authority results m delay of important actions and decisions while the 
organization awaits new permanent leadership) than the number of 
appointed commissioners durmg this period. Regardless of its leaders’ 
tenure, she said SSA’S most important ObJective is to ensure stability of 
direction Thus, she is working toward formulating a more structured ‘a 
and definitive strategic plan for the next 10 to 15 years to provide the 
vision and direction that will guide SSA into the next century. 

As discussed in this chapter, we concur with Commissioner Hardy’s 
view that commissioner acting status is a significant part of SSA’S leader- 
ship problems. However, we believe also that turnover u-t appointed 
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SSA’S functional type of organizational structure impedes effective man- 
agement of its programs and operations and causes problems that are 
visible across many of SSA’S activities. The structure hinders 

l the correction of long-standing problems related to issuing clear notices, 
establishing usable program mstructions, and improving financial 
management; 

l program management by making court orders difficult to comply with 
and regulations difficult to issue; and 

. efforts to improve the efficiency of activities that service multiple orga- 
mzations, such as installing new computer equipment and improving 
case control systems 

Although a logical and time-proven organizational technique, functional 
structures become less effective for organizations that operate out of 
many locations or manage widely differing programs as does %X In 
such an environment, decision making is slowed, pinpointing accounta- 
bility for programs and problems IS difficult, and line and staff working 
relationships are blurred. Largely this is because only the organization’s 
chief executive has authority commensurate with his or her responsi- 
bihty. Lower level executives must coordinate and cooperate with each 
other to achieve obJectives. While this is necessary m any organizational 
structure, it is true to a greater degree m the functional arrangement 
When coordination and cooperation break down, problems such as those 
mentioned occur. 

Organizational Orgamzational structures provide the framework m which mdividuals 

Structure: Fkwpose and 
work and cooperate with one another to get the Job done Enterprises 
organize by (1) identifying components-distmct areas, divisions, or 

History at SSA branches-over which a manager has authority to perform designated 
activities, and (2) logically grouping units to assist the department man- 
agers in working together to accomplish a set of goals. An organization 
structure graphically depicts areas of operational authority, superior/ 
subordmate relationships, and lmes of commumcatlon to be followed in 
coordmating work and getting decisions made. 

Various organizational approaches can be taken, mcludmg setting up 
components by territory covered, functions performed, or programs 
operated. There IS no single preferred approach Instead, a structure has 
to be tailored to an organization’s goals and circumstances because each 
structure possesses characteristics that enhance or detract from its 
ability to facihtate the management of certain situations 
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For most of its history, SA’S orgamzatronal structure was strongly ori- 
ented toward the programs it admmlstered. MaJor operating components 
were bureaus that administered specific programs and were largely self- 
sufflclent. Each bureau had its own policy, plannmg, management mfor- 
mation, and quality assurance activities 

With the growth m the number of programs administered and develop- 
ment of technology, SSA established specialized functional components 
responsible for data processing and field office operations. The evolu- 
tion of independent functional components created a mixed program and 
functronal structure. But the program bureaus remained as first-line 
management points and provided a strong emphasis on program man- 
agement SSA'S organization structure in 1973 and how it emphasized 
program admnustratlon are shown m figure 5.1 
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Figure 5.1: SSA OrganizatIonal Structure In 1973 
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In 1975, Commissioner Cardwell sigmficantly reorganized SSA to reduce 
the number of units reporting directly to him. He did this by having the 
program directors report to an associate commissioner for programs. 
While this reduced the direct mvolvement of the commissioner in pro- 
gram decisions, the structure continued to maintain a program focus. 

In 1979, newly appointed Commissioner Ross dramatically changed .%A’! 
headquarters organization structure to a highly functional one that 
established accountable management units for functions that together 
made up the programs that SSA administers. These units covered such 
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functions as public affairs, policy, systems, operational pohcy and pro- 
cedures, central operations, assessment, family assistance, and the 
regional commissioners. 

The functional structure that Commissioner Ross established had a wide 
span of control. Over 20 maJor functional components reported to the 
commissioner’s office Two deputy commissioners assisted m adminis- 
tering and coordmatmg SSA’S programs. One concentrated on operations 
to ensure the effective and efficient delivery of services. The other con- 
centrated on program policy issues, public affairs, and mtergovern- 
mental relations. 

Commissioner Ross reorganized SSA because he believed the commis- 
sioner was too insulated from day-to-day program decisions, and he 
wanted to make maJor changes m the way SSA did business. To do this, 
he believed he had to break up existing decision making and commumca- 
tion networks and lines of authority He wanted to bring in “new rood” 
to generate different ideas and perspectives. He also wanted to eliminate 
duplication and better integrate headquarters and field components. 
Thus, he established a functional structure that tends to force issues 
that cross functional lines (both program and operational) to the com- 
missioner’s office for decision. However, after 15 months and starting 
SSA down this new path, he resigned as commissioner and did not com- 
plete the reorganization and other agenda items 

Several reahgnments have been made to the functional structure estab- 
lished by Commissioner Ross In 1983, Commissioner Svahn doubled the 
number of deputy commissioners to reduce the wide span of control 
SSA’S four deputy commissioners supervised the performance of activi- 
ties m four maJor functional areas. operations, management and assess- 
ment, systems, and programs and policy 

Other maJor changes have occurred since 1979 s.% has increased the 
number of associate commissioners by elevatmg certam Office of Sys- 
tems’ activities and program pohcy writmg components to this level and 
transferred back to HHS admuustrative responsibility for Family Assis- 
tance Programs In addition, to faclhtate the implementation of the 1984 
Disability Amendments, the associate commissioners for disability and 
hearings and appeals reported directly to Acting Commissioner McSteen 
during much of her tenure At her departure, they were organizationally 
returned to the direction of the deputy commissioner for programs and 
policy. Figure 5.2 shows SSA’S functional orgamzation structure as of 
September 1986 In October 1986, Commissioner Hardy added a fifth 
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deputy commissioner by splitting programs and policy into separate 
functions. She also established a small planning unit in her office to 
facilitate agency-wide planning. 

Figure 5.2: SSA’s Functional Structure as of September 1986 
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SSA’s Functional SSA’S functional organizational structure impedes effective management 

Structure Complicates 
because it serves neither the management of its programs nor its opera- 
tions well. The structure causes complications that can be seen m (1) 

Management SSA’S ability to resolve various operating problems, (2) the concerns of 
its executives and managers, and (3) various studies of its operations 

Structure Frustrates the 
Correction of Problems 

We observed how several efforts to correct operating problems were 
adversely affected by SSA'S organizational structure For example, for 
years SSA has experienced financial management problems that it had 
difficulty resolving Numerous GAO and Inspector General audit reports 
have identified significant weaknesses in SSA benefit payment processes 
These weaknesses involved (1) inadequate posting and reconciliation of 
earnmgs to SSA'S records; (2) internal control problems with initial 
claims, post-entitlement, and SSI payment programs; and (3) inadequate 
debt collection systems. Also, .%A has paid insufficient attention to - 
improving its cash management practices and debt prevention 

Effective financial management is important to SSA. Each year, it collects 
and pays out billions of dollars m administering its various programs. 
But there is no focal point m SSA’S structure responsible for assuring 
sound financial management. Instead, financial management activities 
are diffused throughout the organization. For example, SSA uses four 
basic processes to make benefit payments (enumeration, earnmgs mam- 
tenance, initial claims, and post-entitlement). Four deputy commis- 
sioners are responsible for portions of the benefit payment process. To 
illustrate, the deputy commissioner for 

. operations oversees the authorization and entry of claims and post-enti- 
tlement data into program systems by SSA’S 1,300 district and branch 
offices, its Office of Disability Operations, and its pscs; 

. programs oversees the policies used to authorize claims and post-entitle- 
ment changes; 

. systems establishes requirements for the data entry process and oper- 
ates the computer systems that process transactions, and 

l management and assessment reviews the effectiveness of these 
processes 

Further, the deputies have subdivided their functional operations 
among various offices, branches, and divisions to support their specific 
benefit payment responsibihties. The extent of fragmentation can be 
illustrated by the number of SSA offices mvolved with application activi- 
ties of the Retirement Survivors and Disability Insurance disbursement 
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system Thirty orgamzatlonal units are mvolved with one drsbursemenl 
subsystem-debt management. Consequently, extensive coordination 
and cooperation must take place among units to improve fmancral man 
agement. As described m chapter 6, this approach has hindered %A 
efforts to resolve fmancral management problems. 

Nor are the organizational complexities flowing from SSA’S functional 
structure unique to financial management We observed similar prob- 
lems in other aspects of SSA’S programs and operations For example, in 
January 1986 one psc sent a memo to SSA headquarters listing over 30 
situations m which the staff found confhctmg mformatron among the 
Program Operation Manual System (~0~s) sections. The POMS sections 
are prepared by different organizational units. According to pohcy per- 
sonnel, conflicts occur because information on a given subject often 
appears in more than one POMS section and changes may not be made in 
all appropnate locations. This occurs because there is inadequate coor- 
dination or another component gives the change a lower priority and rt 
1s completed later. When this occurs, conflicting instructions exist con- 
cernmg how to handle certain matters, which creates operatmg errors. 

To illustrate the problem. 

. One POMS section concerning the payment of certain Railroad Retlremenl 
Board (RRB) benefits required that all payments be held m suspense 
pending a jurisdiction determmation. Another section, however, drd not 
require all these payments to be placed m suspense. 

l SSA’S initiative to resolve problems with the rssuance of erroneous and 
confusing notices provides another example of functional structure 
problems. Because the responsibrhty for notice quality was fragmented 
among several organizational components, Acting Commissioner 
McSteen designated a project director to lead an improvement effort 
Although the imtrative has led to improvements, we contmued to find 
confusing, incorrect, or poor quality notices. Problems relating to lan- 
guage and sequencmg of the paragraphs were scheduled to be resolved 
soon according to SSA personnel involved m the project. But notice 
quality wlli still be a problem m the future, project staff said, due to 
computer system problems that are not scheduled for correction for sev- 
eral years We were unable to pinpoint accountabrlity for SSA’S slow 
progress m addressing the notice problem over the years. Officials we 
contacted from SSA’S components said (1) they were only responsrble for 
certain aspects of the problem, (2) they could not direct others to per- 
form necessary activities, (3) the problem was someone else’s fault, or 
(4) the problem was not important enough to warrant priority attention. 
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l The interface of SSA activities with those of other federal agencies posed 
other problems to which SSA’S functional structure did not effectively 
respond. Specifically, for years SSA’S field offices sought assistance m 
improving their liaison with HCFA relative to beneficiary problems with 
Medicare. (SSA accepts and processes applications for Medicare, main- 
tains records of hospital and medical services, and conducts other 
related services.) When SSA’S regions encountered such Medicare prob- 
lems as program changes, contractor problems, or entitlement issues, 
they could not get satisfactory assistance because, before early 1986, no 
unit was responsible for addressing these problems. 

SSA Executives Concerned SSA’S organization structure was among the most pervasive management 
About Coordination and concerns identified during our review. Top officials and managers 

Cooperation throughout the agency consistently expressed concern about SSA’S struc- 
ture and attributed many different problems to it In all, 89 percentqf 
SSA’S senior executives we interviewed said that some organizational 
realignment was needed to improve management effectiveness, and 
about 40 percent said !%A needed Just one deputy commissioner. 

Many persons expressed concern about SSA'S structure. Former Acting 
Commissioner McSteen said the structure impeded management efforts 
by diminishing program accountability, blurrmg staff/line relationships, 
and vesting responsibility for all agency activities m four coequal func- 
tional deputies. She also said fragmenting responsibility for developing 
program policy, preparing operating mstructions, providmg ADP sup- 
port, and delivering services among the four functional deputies made 
program integration difficult. To improve decision making, she fre- 
quently found it better to meet only with the deputies directly affected 
by a decision. She said these meetings reduced the amount of extended 
discussions over decisions and helped to clarify line and staff relation- 
ships that had gotten blurred m the functional structure. 

Mrs McSteen said her uutiatives to resolve several long-standmg prob- 
lems portray many of the management problems posed by the functional 
structure She appointed proJect managers to implement her initiatives 
because, under the functional structure, no one had overall responsi- 
bility for the issues With a proJect manager (deputy commissioners 
served as executive managers and SES personnel usually served as pro- 
Ject directors), she created a focal point to implement the uutiatives. 
Although she believes this approach was useful, she said it still had dif- 
ficulties overcoming and fully resolvmg “turf problems.” 
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Our mterviews with 36 of SSA’S senior executives showed that most ha 
concerns similar to Commissioner McSteen’s. With regard to SSA’S func 
tional structure, 

. 69 percent said it adversely affects program accountability, 
l 61 percent said it tends to generate conflicting signals among units, 
. 75 percent said it delays decisions, and 
. 53 percent said it blurs unit roles and responsibilities. 

The functional organization structure also caused operating problems, 
the executives said, citing examples: 

l It tended to slow decisions and obscure accountable units, according to 
several regional commissioners, caused delays m (1) addressing prob- 
lems related to the continumg disability review process, (2) determuun 
how to implement a nationwide outreach program for SSI, (3),preparml 
district offices for the installation of equipment as part of S&A’s Claims 
Modernization ProJect, and (4) deciding whether to return responsibiht 
for taking applications for social security numbers and examining 
related proofs of identity for welfare recipients from the states to the 
federal government. 

l The functional structure caused problems in integrating various !%A 

activities, such as case control systems; addressing security concerns; 
preparing technical training for staff; preparing regulations; and com- 
plying with court orders. 

Mid-Level Managers 
Concerned About 
Coordination and 
Cooperation 

SSA’S mid-level managers also expressed concern about the orgamza- 
tional structure. In our questionnaire, we listed 16 management and 
operational issues that could concern them. We asked them to (1) pick 
the three issues they would change given the opportunity and (2) mdi- 
cate the priority they would assign to such changes. 

Mid-level managers often placed SSA’S organizational structure among 
the top issues where change was needed. Overall, of the 16 issues con- 
sidered high-priority for change, orgamzational structure was the 
second most frequently identified issue by managers m headquarters, y 
regional offices and PXS, and OHA. 

Responses of district and branch office managers differed noticeably 
from those of the other organizational units. Generally, district and 
branch managers expressed little concern for organizational problems, 
probably because field staff primarily look to the regional offices for 
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guidance and assistance Further, field operations (service delivery) are 
more established, set m patterns, and geographically dispersed, thus not 
as directly affected by orgamzatlonal changes at headquarters Head- 
quarters, regional office, and service center managers, however, deal 
with the structure on a daily basis and are more likely to experience the 
frustrations caused by it. 

Excessive layers of review and poor coordmatlon, confhctmg prrorrtles, 
and poor communication among SSA units were also subJects of concern 
among mid-level managers who rated their experience with several 
kinds of orgamzatlonal problems. Overall, 53 percent rated at least 1 of 
10 potential organizational problems we hsted as causing problems to 
erther a great or a very great extent (see table 5 1). Once agam, their 
responses were closely related to the concerns expressed by SSA’S senior 
executives. 

Table 5.1: Concerns of SSA Mid-Level 
Managers Surveyed About Potential 
Organtzational Problems 

Potential organtzatlonal problem 
Excessive layers of review 

Degree of concern 
expressed (percent) 

Great/very 
Some great 

81 29 

Poor coordmatlon SSA components among 81 23 

Confltctlng prtorltles among SSA components 84 31 
Poor commumcatlon amona SSA comDonents 81 22 

Manager concerns about accountability, coordination, and slow decision 
making were based on situations that occurred dally For example, m 
1983 a federal court ordered %A to remstltute an accountmg system for 
representative payees-people designated to receive and manage a ben- 
eficiary’s payments- which it had suspended m June 1978 as a work- 
saving measure. The planning of the effort was disorganized, according 
to a unit involved with implementing the accounting system The unit 
(1) recerved no mstructlons for processmg the workload until after the 
work started arriving, (2) received mformation and mstructlons from at 
least 16 different organizational components involved m declslons 
regarding the workload, and (3) was unable to ldentrfy an accountable 
point to resolve confusion over mstructlons emerging from several dlf- 
ferent sources. 
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Studies Concerned About 
Effectiveness of 
Organizational Structure 

In addition to managerial concerns, several studies were highly critical 
of SSA’S headquarters organizational structure A September 1983 
Deloitte, Haskins and Sells study on SSA’S problems and needs listed the 
functional structure as a high-priority problem. The study said the func 
tional organization (1) limits SSA’S top officials’ ability to manage daily 
operations, (2) restricts decision makmg, (3) impedes development of ax 
overall plan, and (4) does not establish clear accountability as to the 
respective roles of components m fulfilling ss~ objectives. The study ret 
ommended realigning the agency along programmatic lines, delegating 
authority to the lowest possible level, and clearly defining long- and 
short-range organizational roles. Two other consultant reports prepared 
by former !%A senior executives in 1980 and 1984 also cited the need for 
organizational changes to enhance SSA’S efficiency and piannmg for the 
future. One report included recommendations to reduce layering in F&A’s 

field operations as well as the headquarters structure 

In 1985, SSA did its own internal study of its staff component operationa 
contributions-commonly referred to as the contributions analysis. One 
issue raised related to organizational structure. The survey questioned 
whether the orgamzational structure and its layering of functions mhib- 
ited efficiency. It raised this concern because it found that m 
headquarters: 

l On the average each component had only two to three components 
reporting to it at the next lower organization level 

l The supervisor/employee ratio was too low m some components. 
l Growing numbers of staff had been added at high organization levels, 

outside the regular structure. 
l Over 200 staff positions had deputies that created further review 

layers. 

Several of SSA’S senior executives commented to us about the cause of 
the organizational layering discussed in the contributions analysis. Two 
senior executives said that part of SSA’S layering situation stems from 
previous reorganizations that did not fully achieve their objectives. For 
example, one objective of the 1979 reorgamzation was to reduce duplica- 
tion of unnecessary positions. But rather than have a reduction in staff, 
ss~ found other positions for those displaced by the reorganization. The 
net result was the creation of additional positions. 

The contributions analysis also raised questions about the number of 
offices m ss~ headquarters that perform possibly overlappmg duties. 
For example, it noted that components under the deputy commissioner 
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for programs and pohcy devoted staff time to assessment actlvltles slm- 
ilar to those provided by the Office of Assessment, under the deputy 
commissioner for management and assessment: The Office of Pohcy 
devoted 9 positrons to such matters as selecting valid samples, designing 
surveys and experunents, while the policy-writing components (SSI, RSI, 

and DI) devoted 22,8, and about 50 positrons to planmng, studies and 
evaluations. 

Causes of SSA’s 
Organizational 
Problems 

Two factors underlie SSA’S organizational problems First, functional 
structures are not well suited for managing such diverse missions and 
operations as SSA’S. Second, SSA’S functional structure lacked adequate 
mechanisms to effectively integrate its many activities. 

Characteristics of 
Functional Structure 
Complicate SSA’s 
Operations 

Although a logical and time-proven organizational method, functiorral 
structures become less effective for organizations that have multiple 
locations or manage widely differing programs1 This occurs because 
accountabihty for an orgamzatlon’s end-line products/programs rests 
only with the top executive. As a result, effective operation of func- 
tional structures requires close coordmatlon and cooperation among 
component functions to effectively integrate the organization’s actlvl- 
ties. Coordination, however, becomes more complex when orgamzatlons 
are geographically dispersed and cooperation more difficult to achieve 
when functional units must provide services to multiple programs as 
well as support to other agencies 

SSA operates about 1,400 field, regional, and headquarters offices 
throughout the country. Further, it admmrsters several distinct pro- 
grams, including the RSI, DI, SSI, and Black Lung programs. These pro- 
grams also necessitate working relatlonshlps wrth other federal agencies 
such as, IRS, the Department of the Treasury, RRB, and HCFA. 

Structure Did Not 
Effectively Integrate and 
Coordinate Activities 

An additional characteristic of a functional structure 1s that it tends to 
deemphaslze an organization’s overall ObJeCtiVeS. Because personnel and 
managers operate in specialized departments, they can have difficulty 
seeing operations as a whole, which makes coordmatlon among them 

lAMA Management Handbook, Wlham K Fallon. 2nd ed (AMACON Special ProJects Dwsion Amer- 
scan Management Assoclatlons, 1983), pp 41 and 42 

John A Edds, Management Audltmg-ts and Practices, (Kendall/Hunt Pubhshmg Co , 1984) 
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more difficult. As a result, a strong effort is needed to integrate activi- 
ties in a functional organizational structure 

SSA’S structure lacked effective integrating mechanisms and units to 
assist in getting the necessary coordination and cooperation. It did not 
provide the commissioner with a career general deputy who (1) had an 
organization-wide perspective and experience, (2) could share the 
burden of managmg this large agency, and (3) could provide stability a~ 
changes in commissioners occur. It had no long- or short-term planning 
processes to articulate the organization’s operational goals and define 
strategies to achieve them. The commissioner’s office also lacked a des- 
ignated group to help monitor and integrate the myriad of activities tha 
constitute SA. Only at the top-with the commissioner-was this broac 
perspective on delivering program services focused. All other officials, 
including the four deputy commissioners, managed functions under the] 
jurisdiction 

In the absence of an effective integrating component, CBA’S four deputy 
commissioners attempted to perform this role as well as manage their 
functional areas. As part of SSA’S top management team, the deputies 
were asked to look at SSA as a whole so that their functional activities 
could be integrated m the agency’s best interests. 

That the integration efforts of the deputies were not fully effective was 
suggested by our interviews with SSA senior executives. For example, 
our interviews with SSA’S senior executives did not have a specific ques- 
tion that asked how well the four deputies cooperated and coordinated 
with each other in carrying out their duties. Nevertheless, one-third 
commented that, among the deputies, there was a tendency to protect 
their turf that had hampered decision making 

SSA needs an effective mechanism for mtegratmg and coordinating its 
many functions. The lack of an effective mechanism was particularly 
evident for activities that required agency-wide action Examples 
include plannmg and budgeting, productivity improvement, information 
resources management, coordmation with other agencies, and the notice 
problem. In these cases, each SSA component (the four deputies, OHA, and 
the Office of Disability) was left to come together-with varying 
degrees of success- without a sufficiently recognized focal point other 
than the commissioner or, in some cases, designated project directors. 
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Conclusions Identifying management problems on the basis of structural and other 
causes is difficult Many aspects, some more tangible than others, can be 
related to a given problem. For example, conflicts with mdividual per- 
sonalities, weaknesses in management processes or systems, commls- 
sioner turnover, and the frequent or long-term acting status of 
commissioners can be important factors Nevertheless, the many exam- 
ples of problems identified, coupled with (1) the pervasiveness and 
intensity of concerns among SSA’S senior executives and managers, (2) 
the general pitfalls associated with using a functional structure m large, 
complex organizations, and (3) the lack of effective mechanisms to mte- 
grate numerous functional activities, strongly suggest that SSA’S current 
highly functional structure impedes rather than facilitates effective 
management. 

Correctmg organizational problems is not, however, a simple or short- 
term task. Reorganizations are disruptive to operations and personnel 
They cause changes m roles, responsibilities, authorities, and reporting 
relationships. Before such changes are made, they should be carefully 
considered and then made with an eye to the organization’s future goals. 

Consequently, we believe SSA should proceed to address its orgamza- 
tional problems in phases. In the short term, it can take several actions 
to strengthen its ability to effectively manage its mission. m, it should 
establish a single general deputy or comparable position, preferably 
from the career service, to share the burden of agency management with 
the commissioner. The deputy position should be established regardless 
of what the Congress decides to do about the commissioner’s term or 
independence for SSA. The deputy would assist the commissioner m man- 
aging the agency and provide contmuity as commissioners change by 
being an experienced and well-positioned spokesperson to explain the 
bases and purposes of past decisions. The deputy’s exact duties and 
responsibilities would depend on the relationship between that person 
and the commissioner. Second, SSA should maintain a small staff m the 
commissioner’s office to perform central plannmg, momtormg, and mte- 
grating duties for agency-wide mltiatives and to oversee coordmation 
with other agencies, such as IRS. Neither of these changes should be 
excessively disruptive to current operations Further, central planning 
relative to SSA’S future operational methods and goals should be done 
before maJor organizational changes are made. 

In the long term, more substantive organizational changes appear desir- 
able. Although no organizational structure is perfect, we believe SSA 
would be better served by a structure that focuses more attention on the 
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programs it administers. Such changes can be accomplished m many 
ways but should be made only after SSA decides how it will operate and 
provide services in the future. 

As requested by Commissioner Hardy during our June 26,1986, 
briefing, we present and discuss in appendix I five alternatives for 
addressing SSA’S organizational problems. The alternatives share certain 
common features, such as establishment of a single deputy commis- 
sioner and high-level focal points for financial management and admm- 
istrative activities. They vary, however, in their approaches to 
enhancing program accountabihty: 

l Alternative A combines under one management point program policy 
development and assessment with operating components that deliver 
services. 

l Alternative B depicts a divisional approach with separate management 
points for (1) program policy and assessment, (2) program delivery, and 
(3) central operations common to all programs. 

l Alternative C combines under one management point program pohcy 
development and assessment with the Office of Systems to bring 
together program admmlstration and ADP operations vital to effective 
management 

. Alternative D is similar to alternative A except that OHA is independent 
from program management and certain ADP support groups are placed 
under program management. 

l Alternative E represents a structure that keeps the ADP function as a 
first-line management component rather than a subordinate service 
activity. 

These alternatives are presented only as suggestions on ways to enhance 
program management and address the various problems discussed in 
this and other sections of our report. Other alternatives are possible and 
may represent more desirable arrangements. 

Recommendations to 
the Commissioner 

We recommend that the commissioner improve SSA’S organizational 
structure so that it is better able to sustain efforts to address problems 
when confronted by the changing priorities and agendas of different 
commissioners. The commissioner should take the following short-term 
actions to improve accountability for SSA’S programs and maJor 
initiatives: 
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l Establish a general deputy commissioner, or comparable position, pref- 
erably from the career service, to share responsibihty for managmg SA’S 
daily operations and to enhance stability during transitions in 
commissioners. 

. Maintain a small central policy, plannmg, and management staff, 
reporting to the commissioner’s office, to (1) facilitate agency-wide plan- 
ning; (2) monitor and integrate component plannmg and activities; and 
(3) oversee performance of such agency-wide initiatives as improvmg 
productivity, issuing clear notices, improvmg mformation resource man- 
agement, and modermzing SA’S operations. This staff should also facili- 
tate effective coordination with other agencies. 

For the longer term, the commissioner should consider the major 
changes needed in SSA'S headquarters and field structure to best facih- 
tate (1) making decisions and policy, (2) developing and implementing 
plans, (3) improving program and functional accountability, (4) reducing 
levels of review, and (5) establishing clearer delineation between 1Ge 
and staff. 

Report Comments and 
Our Evaluation 

Ross commented on our evaluation of SSA’S organizational structure. 
Except for Mr. Ross, all generally agreed that SSA’S structure was a sig- 
mficant issue but said they did not favor immediate and major orgamza- 
tional changes. In contrast, Mr Ross believes we were overly 
emphasizing the issue and SubJecting SSA’S functional structure to mordi- 
nate criticism. However, Mr. Ross also said he agreed with our short- 
term recommendations to improve SA’S structure 

As discussed m the following sections, we believe our recommendations 
are in substantial agreement with SSA’S and Messrs. Cohen’s and Ball’s 
comments because they give SSA sufficient flexibihty to address orgam- 
zational problems in due course We also believe the report fairly recog- 
nizes the concerns of Mr. Ross. We found a number of his comments on 
the mterrelationship of leadership, culture, and organizational structure 
to be constructive In response to them, we have added material to 
address these concerns and improve the clarity of the report These 
additions are contained m the precedmg chapter on leadership because 
of their close relationship to that topic 
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GAO Is Not Recommending SA and Messrs. Cohen and Ball commented on SSA’S current organiza- 
Immediate and Extensive tional structure. ss~ recognized that its critical role in the lives of so 

Reorganization many individuals requires that the agency be well managed. However, it 
said that the extensive reorganization we suggested would not cure cur- 
rent management problems- at least not at this time. In particular, .%A 
said its extensive computer modermzation effort was laying the founda- 
tion for faster and more efficient service in the future. Although recog- 
nizing and feeling an urgency to achieve a business-like operating 
environment, SSA believes it cannot do everything at once and continue 
to move forward. Therefore, it does not favor major structural changes 
at this time because they would detract from agency effectiveness, 
become a false priority, and represent an excuse for not dealing with 
more basic management and operational problems. 

Mr. Cohen said that SA’S structure was a very important issue; how- 
ever, he believed it is overstated m relation to the personnel needs in 
local offices. He also said he liked the idea of establishing a general 
career deputy commissioner because it would give the commissioner 
more time to be fully informed on the complex and controversial actu- 
arial and financial aspects of social security. 

Mr. Ball also said he very much liked the recommendation for an overall 
deputy commissioner. He said this would enhance leadership by letting a 
commissioner spend a great deal of time on broad policy and goal set- 
ting-activities that only a commissioner can perform in dealing with 
Congress and other levels of government, educating the public, and 
mspnmg the work force. 

Fmally, Mr Ross also agreed with many of our suggestions to improve 
SSA’S structure. These included having a single deputy, a central plan- 
rung committee, improved systems, and improved focus on financial 
management. 

We believe the report is m full agreement with the thrust of these com- 
ments. The report breaks our recommendations into short- and long- 
term actions In the short term, we recommend just three actions, which 
are designed to improve communication and coordination among SSA’S ‘> 
components: (1) setting up a single deputy, whose focus would be the 
daily admmistration of SA operations; (2) establishing a small staff in 
the commissioner’s office to perform central planning, momtormg and 
integrating duties for agency-wide activities; and (3) establishing a con- 
troller position (see ch. 6). We recommend no other immediate organiza- 
tional changes We note that SA has implemented at least a part of our 
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short-term recommendations by establishing (1) an Office of Strategic 
Planning which reports to the commissioner and 1s tasked with several 
central planning functions and (2) an Office of the Chief Financial 
Officer which is currently being designed. 

In the long term, we recommend more substantive organizational 
changes, but only after SSA has provided needed direction for its future 
We believe it will probably be some time before such direction is pro- 
vided and receives sufficient political support. Thus, we believe our rec- 
ommendations are consistent with these views In particular, the short- 
term recommendations are intended and were developed to be helpful 
rather than disruptive to established workmg relationships 

Report Is Consistent With Commissioner Ross said our evaluation of SSA’S functional structure is 

Former Commissioner SubJect to question. Basically, he said the report: 

Ross’s Concerns 
. Overly emphasized the structure issue by assuming that leadership and 

structure are alternatives to achieving better management. He said lead- 
ership and structure are interactive and we should make this mterrela- 
tionship clear. He urged us to state that leadership is the top priority 

. Needs more balance on the structure issue. He said the programs are 
complex and interrelated, causing mador problems that cut across all of 
them and calling for a functional approach. He added that all structures 
are to some extent hybrids 

In the executive summary, we reported that the structure has not 
helped to fill the vacuum in leadership. We did not say or mean to imply 
that leadership and structure are equal alternatives. Our point simply is 
that m the absence of effective leadership, an organization relies, at 
least m part, on its structure to continue carrying out its business Our 
rationale underlying this point is that, while the structure itself cannot 
fill the leadership void, it can certainly either help or hinder operations. 

We also belleve that the report clearly stresses the need for leadership 
as a top priority. The report consists of five sections The second section 
is concerned with the need for stronger and more stable leadership. 
Organizational structure is only one of several subissues discussed m 
this leadership section. Thus, we beheve leadership is already clearly 
stated as a top priority 
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Regarding Mr. Ross’s point on program complexity, his comment 
embodies the foundation of our analysis. Specifically, if it is difficult to 
bring program activities together with senior career executives who are 
at organizational levels below the commissioner’s office, the difficulty in 
bringing these same program activities together at the commissioner 
office level is compounded because the commissioner (1) has several 
complex programs rather than one to bring together and (2) likely lacks 
the long career experience of working daily with the details of the pro- 
gram. In essence, this arrangement is an adverse aspect of a functional 
structure. all final product accountability comes together only at the 
top. In an organization like ss~, such high level accountability places a 
difficult burden on the commissioner. 

Regarding Mr. Ross’s points on the benefits of a functional structure and 
the hybrid nature of all structures, we believe the report is consistent 
with his comments. The report recognizes that some operating problems 
cut across all program lines and these cannot be easily addressed in a 
program structure. That is why we concluded that, in the long term, SSA 
would be better served by a structure that places more rather than abso- 
lute emphasis on programs. In support of this conclusion, the alternative 
structures described in appendix I are all hybrid structures 
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Improve Financial Management Accountability 

In 1985, SSA made benefit payments totaling about $200 billion to 37 
nullion beneficiaries and collected over 10 percent ($26.8 bilhon) of the 
annual receipts for the trust funds. The magnitude of these activities 
confers a special financial management responsibility on SSA to (1) 
emphasize proper acquisition and use of resources and (2) effectively 
manage and mamtain integrity over social security funds. But financial 
management activities are fragmented throughout the organization and 
given a relatively low priority. As a result, SSA has many long-standing 
financial management problems. 

SSA should establish a controller as a focal point in its management 
structure to provide the leadership needed to solve long-standmg prob- 
lems and to focus on financial management issues so that they receive 
prompt and appropriate attention. Further, the controller should work 
with the deputy commissioners to strengthen efforts to implement the 
Federal Managers’ Financial Integrity Act (FIA) and begin work&g with 
the Board of Trustees for Social Security’ for the preparation, issuance, 
and audit of a complete set of financial statements for the social 
security trust funds. 

SSA Has a Complex SSA programs are funded from three sources: (1) trust funds, (2) appro- 

Financial Management 
priated funds, and (3) income taxes paid on social security benefits. Two 
trust funds, maintained by the Treasury Department, support benefit 

Environment payments under the RSI and DI programs. Responsibihty for maintaining 
accounting records for the two trust funds is divided among SSA, IRS, and 
Treasury as follows. 

l SSA computes, controls and accounts for benefit payments and disburse- 
ments made for its administrative expenses. In addition, SSA transfers 
trust funds to the RRB so that it can make joint RF&social security ben- 
efit payments. In fiscal year 1985, SSA transferred about $2.4 billion to 
the RRB. 

. IRS collects, controls, and accounts for payroll taxes from the private 
sector, which totaled $169 9 billion m fiscal year 1985 for the RSI and DI 

programs 

‘Ths board has five members Three serve by vutue of their positions-the Secretanes of the Trea- 
sury, Labor, and HHS Two public members also serve under provwons of the Social Secunty Amend- 
ments of 1983 (F’ubhc Law 98-21) The Secretary of the Treasury 1s designated as the managmg 
trustee and the comnussloner of so4 secunty 1s designated as the board’s secretary Sectlon 
201(C)(2) of the Social Sewnty Act requires the board to report on the operations and status of the 
trust funds annually 
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l Treasury maintains general ledger accounts based on information 
reported by IRS and SSA It invests the difference between receipts and 
disbursements in Treasury securities. 

Historically, in SSA, the term financial management has generally been 
used to refer to budgeting processes and systems. This narrow view of 
federal financial management inhibits SSA'S ability to achieve the overall 
ObJective of financial management-to insure that financial resources 
are acquired and used lawfully, efficiently, and effectively to achieve 
organizational goals. In assessing how well SSA performed its financial 
management functions, we used a much broader concept of federal 
financial management promulgated by OMB m its March 1985 circular on 
financial management and accounting ObJectives. Under this concept, 
financial management consists of all systems-both manual and auto- 
mated-that are used to collect, classify, analyze, and report data on 
financial transactions and resources and generate financial information 
m support of the agency’s missions. Examples of components of ds 
financial management system under this broader concept include pro- 
grammatic systems used to disburse social security and SSI benefit pay- 
ments, debt management, cash management, SSA'S administrative 
financial accounting systems, as well as budget formulation and execu- 
tion systems These systems are described m our Technical Summary 
Financial Management Profile of the Social Security Administration 
(AFMD-84-15-5, Aug. 10, 1984). 

The nature, size, and complexity of SSA'S operations impose a significant 
need for effective financial management that accelerates cash flow into 
the trust funds and mimmizes cash outflow. To accomplish this, SSA 
needs effective, well-controlled financial management systems and prac- 
tices that (1) make accurate and timely benefit payments, (2) collect 
overpayments, (3) mamtam earnings records, (4) manage cash receipts, 
and (5) maximize the funds’ interest income from investments m govern- 
ment securities Under SSA’S organizational structure, these financial 
management activities have not received the needed attention. 

Fragmented Structure As discussed in chapter 5, SSA had organized itself around four maJor 

Diminishes Focus on 
functional areas. programs and pohcy, systems, operations, and manage- 
ment and assessment, headed by coequal deputy commissioners Each 

Resolving Widespread deputy was responsible for a portion of the processes used to make ben- 

Financial Management efit payments and must compete m the ss~ budgetary process for the 

Problems 
resources necessary to make his or her portion of the process work 
effectively. Therefore, accountability and responsibility for financial 
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management is fragmented across SSA’S entire organizational structure. 
For example, responslbihty for the proper authorlzatlon and entry of 
claims and post-entttlement data into programs systems rests with 
supervisors m SSA’S 1,300 district and branch offices, the Office of Disa- 
bility Operations, and 7 pscs. These functional umts report to SSA 
through their respective chains of command to the deputy commissioner 
for operations. On the other hand, responslbllity for the policies used to 
carry out the authorization and data entry process are established by 
the deputy comnussroner for programs and policy and the deputy com- 
missioner for systems, the latter of whom also was responsible for SW’S 
automated processing activities. 

Further, the deputies have subdivided their functional offices to support 
their benefit payment responsibilities. For example, the Office of Sys- 
tems Requu-ements, one of the components under the deputy commls- 
sloner for systems, has 7 divisions with 14 branches working 0~ 
functional orgamzatlon duties, 12 drvisions with 42 branches working 
on benefit payments processes and systems, and 3 groups working on 
programming requirements for SMP. Other deputy commissioners also 
have multiple organizational units involved. 

SSA’S financial management problems cover a wide range of benefit pay- 
ment and debt collection activities. Further, they extend to specific 
financial management activities, such as cash and debt management as 
well as S&A’s joint operational relationships with other organizations. 
Over time, the fragmented structure has led to fmanclal management 
problems, made them difficult to identify, and hindered their resolution. 

Weaknesses Exist in Benefit Four maJor processes are required to make benefit payments: enumera- 

Payment Processes tion, earnings records maintenance, uutlal claims, and post-entitlement. 
These processes involve a complex set of automated and manual sys- 
tems to account for, control, validate, and maintain massive amounts of 
data provided by beneficiaries and employers SSA personnel use the 
data to determine eligibility and compute monthly benefit payments. 

The four processes are highly dependent on accurate reporting of data 
by employers and beneficiaries, correct entry of these data into SSA’S 
systems, timely processing by automated systems, and tamely posting to 
master files The processes also depend on the timely and accurate 
interchange of data with other orgamzations, such as Treasury, IRS, 
DDSS, and RRB. 

Page 76 GAO/HRD-9739 SSA Management Review 



Chapter 6 
Improve Financial Management 
Accountability 

For each of these processes, management has established numerous 
internal controls that are carried out by accounting systems m many dlf- 
ferent locations. There, however, 1s no single focal point at which it is 
determined whether the total set of controls for each process 1s effec- 
tive. Moreover, the internal controls and accounting systems are made- 
quately documented, making it difficult for SSA management to focus on 
its total control environment. Recognizing this lack of focus, SSA’S Office 
of Assessment has a proJect underway to develop more effective 
approaches to reviewing both SSA’S programmatic benefit payment and 
administrative accounting systems. Slmllarly, SSA’S Office of Systems 
recently undertook efforts to improve the documentation of automated 
systems. 

Internal control weaknesses in SSA’S earnings records and the initial 
claims and post-entitlement processes as well as the SSI payment system 
and SSA’S debt collection activltles are well documented m reports dstmg 
back to the 1970’s by GAO, the HHS inspector general, SSA private contrac- 
tors, and consultants. While SSA has corrected some of these weaknesses, 
it has reported that most will not be corrected until SMP is completed As 
discussed in chapter 11, however, SMP has experienced numerous delays 
and is not scheduled to be completed until the 1990’s. 

Problems With Postmg and 
Reconcilmg Earmngs Records 

One of SSA’S most basic functions 1s to accumulate and mamtam earnings 
records. SSA’S data base contains about 300 million individual earnings 
records against which SSA processed about 200 million updating transac- 
tions in 1985. These earnings records are used primarily to determine 
social security entitlement and benefit amounts SSA also uses mforma- 
tion m this system to determine if beneficiaries who continue to work 
while receiving benefits comply with wage-reportmg requirements. 1 

SSA has no focal point for managing or resolving problems with the earn- 
ings records processes. Responsibility for these processes 1s fragmented 
across three deputy commissioners As a result, SSA has had problems in 
posting the earnings of mdlvlduals to the proper accounts. Further. until 
January 1986, discrepancies in employer-reported wages made to SSA 

and IRS accumulated for 8 years before efforts were started to resolve 
them. These problems can cause SSA to under or overpay beneficiaries 
and require extra work to correct entitlement amounts. In a September 
23, 1982, heanng before the House Subcommittee on Social Security, the 
commlssloner recognized the size of the earnings-credltmg problem but 
did not offer mdlvlduals much hope that unresolved earnings would be 
credlted. The commlssloner said: 
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“It 1s true that we are contuuung to accumulate reports of earnings which we cannc 
post to persons’ accounts at the present time We have over $88 bilhon in earmngs 
which are not posted to people’s accounts We have a proJect designed to reduce tha 
amount and to get those earnings posted to accounts, but the fact of the matter IS 
that too often the only way a person can be sure his earnings have been posted accu 
rately 1s for that individual to check once every 3 years ” 

The same problems exist today. As of August 1985, SSA had about 162 
million wage items it could not post to individual earnings records. In 
recent years, the number of wage items that could not be posted to mdi- 
vidual wage records ranged from 5 to 6 million per year, or about 2.5 
percent of the individual items received. 

SSA also has been slow to resolve discrepancies in wage earnings 
reported separately to it and IRS. ss~ has never reconciled wage data on 
W-2’s it receives from employers with data reported to IRS in employer 
payroll tax returns. Available information shows that during flie years 
1978-83, employers have filed with IRS about 3.5 million payroll tax 
returns that appear to be missing from, or to substantially disagree 
with, SSA records. %A has just begun pilot projects to determine the 
causes for the differences and estimates that it may take as many as 
2,500 work-years to correct the discrepancies for the years 1978-83 
alone. Additional errors have likely occurred m 1984 and 1985 and will 
continue to occur unless SSA identifies and corrects the cause of the dif- 
ferences. SSA has budgeted a total of only 860 work-years in fiscal years 
1986-88 to begin efforts to reconcile about 1 million of the 3 5 million 
employer reports and will have to budget additional work-years in the 
future if the reconciliation is to be completed. 

In July 1982, we disapproved the design of the Earnings Records Systen 
because control weaknesses m the design of the system that have been 
reported by GAO and the HHS inspector general still need to be corrected. 

SSA has made some progress m correcting deficiencies m its Earnings 
Records System. For example, it can now post workers annual earnings 
in about 7 months, versus the 29 months it took to post the 1979 earn- 
ings. While SSA is addressing the system’s remaining problems, the Office 
of Systems has stated that solutions wrll not come quickly or easily The 
remammg problems are complex, stemming in part from control weak- 
nesses m the ADP system and m part from erroneous reporting by 
employers and individuals, 
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Internal Control Problems With 
Imtial Claims, Post-Entitlement and 

RSI and DI payments are processed by a system with 28 automated sub- 

SSI Payments 
systems. In fiscal year 1985, the system generated monthly benefit pay- 
ments to 36.8 million beneficiaries SSA has no focal pomt for managing 
or resolving problems with these payment processes because responsi- 
bility for them is fragmented across numerous organizational compo- 
nents under four deputy commissioners. 

In 1983, a private contractor reviewed the initial claims and post-entitle- 
ment portions of the system and found weaknesses in both manual and 
automated internal controls. Based m part on an analysis of GAO and 
inspector general reports dating back to the mid 1970’s, the contractor 
concluded that controls (1) were not sufficiently documented, (2) did not 
ensure that only authorized transactions are entered mto the automated 
systems and that those entered have been processed, and (3) did not 
ensure that all automated output is produced and distributed 

Also, internal control weaknesses precluded adequate assurance thzt 
benefits paid under title II of the Social Security Act were proper m all 
cases, as we pomted out m 1984 2 Specific weaknesses included the 
following* 

l Automated controls could be manually overridden. 
l Computer program changes were not fully tested and their impact on 

systems operations was unknown 
. Inadequate methods for entering data mto the computer were used 

resulting in erroneous postings. 
. Error inputs identified by computer edits were not adequately con- 

trolled and sometimes reentered into the computer without correction. 
l Computer edit checks could be overridden and unedited data could be 

input mto the automated files. 

Similar problems exist with the SSI benefit payment systems, which dis- 
burse about $10 billion each year m benefit payments. In our August 
1984 financial management profile, we summarized past weaknesses in 
the SSI systems and pointed out that internal controls appeared made- 
quate. Specifically, we said that 

l manual and computer overrades of application verification steps caused 
erroneous mformation to be processed and resulted in erroneous benefit 
payments and 

2TechrucaI Summary Fmanclal Management Profile of the Social Secunty Admuustratlon (GAO/ 
AFMD-84-15-5, Aug 10, 1984) 
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l incomplete venfication of payments for individuals receiving SSI as we1 
as RSI or DI benefits caused SSI benefit overpayments. 

In August 1985, the acting deputy commissioner for management and 
assessment issued a report which also highlighted similar problems ant 
the need to improve SSI controls 

Weaknesses in Debt Management 
Systems 

Each of SSA’S benefit payment systems uses different debt management 
systems and procedures. The systems have many manual processes and 
do not perform many necessary accounting functions. The lack of sounc 
management systems for collecting and preventing debt has resulted in 
substantial overpayments as well as weaknesses in accountability for 
and untimely recoveries of government funds. Between fiscal years 
1979 and 1985, SSA detected about $11 billion in overpayments. Despite 
this, SSA’S organizational structure has not provided a focal poTnt for 
debt management. As a result, efforts to correct problems m this area 
have been both fragmented and slow. 

Over the years, SSA has attempted to improve the debt management of 
its programs. In the early 1970’s, it established a recovery of overpay- 
ment accounting and reporting system for the RSI and DI system. 
Although useful, this system remains limited in scope For example, 
while it maintains automated information to account for overpayments, 
it lacks an effective automated funds recovery mechanism (which 
includes billing, follow-up, and inquiry capabilities). Similarly, overpay- 
ment recovery mechanisms supporting the SSI and Black Lung programs 
remain largely manual processes. 

In March 1981, SSA expanded efforts to deal with its fragmented 
approach to debt management. It established a project to establish uni- 
form policies, procedures, and practices for debt collection. The project 
attempted to identify and document the functional specifications for a 
national debt management system for %A. Once the specifications were 
developed, the project team had only a momtormg role, leaving SSA with 
no single focal point for actively managing SSA debt collectron and pre- 
vention efforts. 

The debt management project did, however, provide short-term relief 
for SSA’S debt collectron problems by implementing an automated interim 
billmg and follow-up system for RSI and DI as well as the SSI system in 
August 1984. The interim system provided monthly billings, improved 
remittance processing, and supported follow-up activities for delinquent 
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debts. But the system still does not meet SA’S total debt collection needs. 
It cannot control changes in account status, post activities to fmancial 
ledgers, age debt, issue automated overpayment notices for the SSI pro- 
gram, and provide statistical information needed by managers to eval- 
uate recovery efforts. 

While SSA has made some progress m improvmg its debt collection sys- 
tems, it has been slow to focus on improvmg debt prevention SSA over- 
payments are costly. With respect to the $2 billion of overpayments in 
1984, SA’S Office of Management and Assessment estimated that (1) 
$650 million3 would be written off as uncollectible m future years, (2) 
$250 million in annual interest would be lost, and (3) $230 million would 
be spent on collection efforts. Therefore, in effect, SA will recover only 
$870 million-about 44 cents on the dollar of all overpayments made m 
1984. 

SSA has only recently undertaken efforts to prevent overpayments% 
has made efforts to clarify reportmg requirements. In addition, it has 
started sending questionnaires to selected groups of beneficiaries to 
identify mdividuals likely to have changes m circumstances that could 
result in decreases m monthly benefit amounts. By encouraging benefi- 
ciaries to estimate and report earnings in the year they are earned, SSA 

was able to reduce earnings-related overpayments m 1985 by about 
$300 million from 1984 levels Finally, SSA has taken or plans to take 
additional preventive actions For example, it 

. is developing a check-intercept process which will stop the delivery of 
an estimated 282,000 mcorrect checks per year m fiscal year 1988, 

l has prepared a legislative package to strengthen and expand its penalty 
authority to encourage timely reporting, and 

. has developed specific objectives to increase debt prevention and detec- 
tion as part of Commissioner Hardy’s new tracking system 

While these are positive steps, other problems still need to be overcome. 
SA should determine that the actions underway to develop SMP subsys- 
tems will address such problems as (1) duplicate postings of earning 
records and (2) untimely processing of termmations. Where SMP is not 
addressing these weaknesses or is not scheduled to address them soon, 
SSA should determine if alternative cost-effective controls can be 
established. 

3SSA’s estunate LS based on hlstoruxl percentages of past wnte-offs of overpayments 
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Further, SSA should determine if additional cost-effective action can be 
taken to: (1) provide clearer conunumcation of reporting requirements 
to beneficiaries who are not likely to report, (2) develop periodic ques- 
tionnaires addressed to additional groups of beneficiaries who are likel: 
to have changed circumstances that they have not reported, and (3) 
establish goals to reduce overpayments. 

Jnsufficient Attention to 
Cash Management 

SSA’S organizational structure does not provide a focal point for cash 
management. As a result, SSA cash management improvement actions 
have been slow and reactionary to Treasury and OMB government-wide 
initiatives and/or mspector general audit reports. Moreover, to address 
cash management problems, SSA has used project managers who lack tht 
organizational stature necessary to resolve identified problems 
promptly. 

In fiscal year 1985, SSA collected and deposited about $26.8 billion in the 
social security trust funds and Treasury’s general revenue accounts. SSA 
has a number of opportunities to improve its cash management prac- 
tices, such as (1) adopting incentives for speeding up supplemental SSI 
payments from states and (2) making better use of lock boxes to accel- 
erate other cash receipts. 

Encouragmg Acceleration of SSI 
Supplements 

Cash management improvements are possible m the SSI program, but 
progress has been slow. Under federal/state admmistrative agreements, 
.%A makes payments to beneficiaries on behalf of 26 states that supple- 
ment federal SSI benefits. These agreements require that states (1) esti- 
mate the amount of the supplemental payments and (2) compensate SSA 
for them on or before the date benefits are paid. The agreements, how- 
ever, have no provision for interest or penalty in the event of late pay- 
ment. While most states comply with these requirements, some have 
not. 

An inspector general’s February 1984 draft report recommended that 
SSA charge states Interest on late payments to the SSI program for their 
state supplements to the federal benefit level. SSA disagreed, questioning 
whether it would be cost effective and being concerned that it would 
strain this unique federal/state partnership. 

In light of SSA’S comments, the inspector general reevaluated his recom- 
mendation and concluded the proposal was indeed cost effective Fur- 
ther, he noted that there IS no incentive for states to make timely SSI 
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supplemental payments and that the interest for late deposits is merely 
a deterrent and should not adversely affect federal/state relations. SSA 

continues to disagree on the basis that it is not cost effective. We agree 
with the inspector general’s position on this. 

Lockboxes Can Accelerate Cash 
Receipts 

In August 1980, OMB, reportmg on its cash management project, pointed 
out that the federal government could save substantial sums by stream- 
lining the way it collects, processes, and deposits its receipts One recom- 
mended improvement was to establish a “lockbox procedure.” SA 
efforts to use lockboxes in its cash receipts operations have been slow, 
in part because of the lack of a focal point for cash management. 

A lockbox is a postal rental box serviced by a commercial bank. Agency 
debtors mail payments to the lockbox, the payments are picked up by 
the bank and are quickly processed so the funds get transferred to Trea- 
sury’s Federal Reserve account on the same day payment was receTved 
at the lockbox. After processing the payment, the bank transmits 
accounting documents to an agency so that it can post accounts receiv- 
able, assess late fees, and prepare accountmg statements. Lockbox sys- 
tems achieve savings by (1) accelerating the availability of cash for 
agency use or investment purposes and (2) potentially reducing per- 
sonnel by shifting the agency’s function to the bank. 

%A did not begin efforts to establish a lockbox until, as part of the 
Reform 88 Cash Management Project in November 1982, OMB and the 
Treasury Department initiated an interdepartmental audit of SSA’S col- 
lection and deposit practices. Based on this effort, it was determined 
that substantial savings could be realized by SSA using lockboxes. 

To implement the lockbox process, SSA had to first complete improve- 
ments m its billing and collection process. This was done m 1984, and 
S.A began work on the lockbox process m 1985. SSA recently validated 
the software for it and m September 1986 began to operate the lockbox 
system on a pilot basis. Implementation of the process ssA-wide was 
scheduled for November 1986 but has been delayed because the partici- 
pating bank has problems with its software for the lockbox process. SSA 
advised us that the new implementation date for the lockbox system is 
March 1987. 
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No Focal Point for Joint In carrymg out its responwbihties, SSA performs many processes and 
Financial Management 
Activities 

procedures Jointly with RRB, state DDSS, Treasury, and IRS. Responsibihty 
for these Joint activities is also fragmented across SSA Under SSA’S strut 
ture, problems are taking years to identify and correct Following are 
examples of problems for which SSA needs to complete corrective action: 
to establish effective control over funds it transfers to RRB and state 
DDSS 

In 1951 legislation was enacted creating a special relationship with the 
social security program to make payments to retired railroad workers 
who receive both railroad retirement and social security benefits.4 
Between 1958 and 1985, $27 billion m social security funds have been 
transferred to the railroad retirement program-and RRB estimates an 
additional $42 billion in transfers through the year 2000. In two other 
GAO reports published in April 1983 and February 1986,” we identified 
control problems, such as lack of audit and failure to reconcilediscrep- 
ancies between RRB and SSA records. These problems resulted m maccu- 
rate fund transfers and incorrect payments to thousands of beneficiaries 
over a number of years. With respect to mcorrect payments, officials at 
each agency blame their counterparts in the other agency for limited 
action In June 1986, SSA and RRB negotiation teams developed 37 recom- 
mendations designed to improve the fund transfer process in the future. 
However, the agreement did not address the correction of past 
discrepancies. 

The inspector general also reported on SSA management of and 
accountmg controls over benefit data and funds transferred to RRB. As 
early as 1980, he found a large backlog of unreconciled discrepancies 
and recommended that SSA (1) work with RRB to resolve payment dis- 
crepancies, (2) establish a monitormg system, and (3) study causes of 
discrepancies m the !%A payment system. Although SSA developed a mon- 
itoring system and improved criteria for identifying and reconciling dis- 
crepancies, our February 1986 report showed that the discrepancy 
backlog has increased since the 1980 report. 

SSA also works closely with state DDSS, which make disability eligibility 
decisions. Since 1981, ss~ has been trymg to establish effective control 
over funds it transfers to state DDSS to pay for states’ costs of admmis- 
termg the disability portions of the social security and SSI programs. 

4The nature and extent of SSA’s fmancml mvolvement mth RRB IS described m our report, Ralroad 
Retn-ement-Federal Fmancml Involvement (GAO/HRD86-88, May 9,1986) 

5GAO/HRD83-2 and GAO/HRD86-3 
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States are reimbursed for the full cost of making disability determina- 
tions by SSA from social security trust funds and .%I appropriations and 
have received $2 5 billion for these costs for fiscal years 1981 through 
1985. 

SSA has been slow to act to gain control over DDS operatmg costs. In June 
1981, SSA announced its intention to establish standards for costs of 
operating the DDSS. However, it did not begin efforts to develop the 
system for this purpose until September 1982. Development efforts on 
the system were completed in December 1985, but SSA expects that it 
will take 3 to 5 more years before it is fully automated and imple- 
mented. When fully implemented, the Cost Effectiveness Measurement 
System is expected to give SSA a more effective means of (1) properly 
allocating funds, (2) streamlining the budgeting process, and (3) per- 
forming oversight of the state operating costs for DOSS. 

Strengthen Efforts to SSA has not yet effectively implemented the m-a government-wide ml- 

Implement the 
tiative to improve federal financial management. To date, its efforts 
have focused on assessing how well field offices comply with estab- 

Financial Integrity Act hshed administrative and program procedures, but have neither consid- 
ered the adequacy of established control procedures nor sufficiently 
tested ADP controls and accounting systems 

Better Internal Control 
Evaluation Needed 

During the first 3 years of implementmg FIA, SSA’S mternal control evalu- 
ations were generally limited to determmmg whether field offices were 
m compliance with established procedures Little attention was given to 
evaluating the adequacy of existing internal control procedures or deter- 
mmmg whether additional controls were needed to ensure that benefit 
payments are accurate. 

Several factors contribute to this situation First, the designated internal 
control officer lacks the orgamzational stature needed to implement the 
act effectively because he is located two layers below the deputy com- 
missioner. Second, SSA’S functional organization requires extensive coor- 
dination and cooperation to carry out agency internal control initiatives. 

Adequate consideration of FIA matters is particularly important in SSA, 

which has begun a maJor modernization of its ADP systems. SSA needs to 
coordinate its FL4 review and redesign efforts so that 
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l completed segments of redesigned systems are evaluated to determine 
whether they correct known internal control problems and operate in 
conformance with the Comptroller General’s requirements, 

. all material weaknesses discovered through redesign efforts are 
reported as part of the year-end FIA report, and 

l current FIA efforts to correct weaknesses focus on problems that will no 
be dealt with by new systems designs in the near future. 

Testing of ADP Controls 
and Accounting Systems 
Inadequate 

Although SSA depends heavily on ADP for its operations, it has not ade- 
quately evaluated its ADP controls and has relied on its ADP security pro- 
gram established in response to OMB Circular A-71. This circular, which 
focuses on physical security controls, does not include evaluations of 
controls related to specific computer applications. Further, the security 
program reviews do not adequately document the work performed to 
test ADP controls. Likewise, SA has not adequately tested its aaountmg 
systems to determine if they are operating in accordance with estab- 
lished policies and procedures. 

In view of the long history of weak controls in SSA’S automated benefit 
payment processes and accounting systems, adequate testing is essential 
to determine whether internal controls and accounting systems are oper 
ating as designed and m accordance with established policies and proce- 
dures. Testing requires an initial investment of agency resources. Once a 
system has been adequately tested and the results documented, how- 
ever, fewer resources should be required to reevaluate the system m the 
future. Through adequate testmg,6 agency managers should know 
whether their internal control and accounting systems are m place and 
operating as intended. 

Audited Financial 
Statements Could 
Benefit Social Security 
Trust Funds 

A complete set of financial statements for the social security trust funds 
is not prepared and issued by federal officials responsible for managing 
them. The preparation, audit and issuance of such statements could pro- 
vide more comprehensive financial information on the status of the 
trust funds. 

%etalled procedures for testmg system operations are presented 111 GAO’s CARE Audit Methodology 
to Revrew and Evaluate Agency Accountmg and Fmanc~al Management Sye, whxzh was issued m 
July 1986 While the methaogy focuses on evaluatmg the operations of agency accounting and 
financial management systems, It can be applied to testmg mtemal control systems and nonfmancml 
operations 
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Existing Information 
Inadequate 

Financial statements for the trust funds, now published by the Socral 
Security Board of Trustees and Treasury, are based m large part on 
unaudited data generated by SSA’S accounting systems, many of which 
are in poor condltron. For example, financial data on accounts receivable 
resulting from overpayments 1s generated by accounting systems that do 
not perform such necessary accounting functions as mamtammg general 
ledgers, preparing trial balance reports, and utlllzmg suspense files. 
Without these functions, SSA cannot rely on the accuracy of overpay- 
ment data. 

Financial Statement Audits 
Would Focus Attention on 
Resolving Problems 

Periodic audits of a complete set of annual financial statements pre- 
pared in accordance with the Comptroller General’s prmciples and stan- 
dards would be an important step toward building and mamtammg 
effective financial control over the social security programs Over time, 
audited financial statements can help improve the 

public reporting of and confidence m the results of the government’s 
stewardship of SSA’S benefit programs, 
management Information for SSA offrclals, and 
organizational discipline necessary to develop and maintain adequate 
systems of internal control and program accounting. 

Further, fmancial audits could reveal and focus attention on financial 
management problems affecting the trust funds, such as the absence of 
adequate controls over benefit payment processes. Periodic disclosure of 
such weaknesses in reports and footnotes to annual trust fund financial 
statements could help focus attention on these problems and foster the 
organizational discipline to correct them. 

For example, SSA wrote off as uncollectible a total of $1 billion of Its 
overpayment receivables u-t fiscal years 1983, 1984, and 1985-a major 
increase over the average write-off of $40 million m previous years. SSA 
officials told us the increase resulted from a major effort to “clean up” 
receivable accounts by writing off those too old and costly to collect. 
Audited financial statements would require that mformation on the 
increase m wrote-offs be disclosed and would provide users a better 
basis upon which to evaluate these trust fund activities. 
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Conclusions %X’S financial rnanagement problems are complex and long-standing, 
and they adversely affect program operations. SSA’S fragmented organi 
zational structure and the absence of a high-level focal point for fman- 
cial management activities has hindered progress m resolving many of 
the problems. In our opmion, corrective actions will require timely and 
focused efforts that involve dealing with manual and automated sys- 
tems as well as interaction with organizations both inside and outside 
SSA. 

The establishment of a focal pomt for fmancial management-namely 2 
controller or comparable official reporting to the commissioner-would 
provide the contmumg leadership needed in SSA’S top management strut 
ture to help resolve financial management problems. Additionally, it 
would increase the likelihood that future financial management issues 
would receive prompt and sufficient attention. As a focal point for 
financial management, the controller could be charged with supervising 
and coordmatmg the wide variety of SSA financial management activitie 
and preparing the annual .%A financial reports and statements. Althougl 
officials in SSA’S Office of Financial Resources, responsible for compiling 
and formulating annual budget presentations, have made budget pohcy 
and allocation decisions in the past, we do not believe such decisions 
should rest with the controller. Generally these activities are outside of 
the controllership function. However, we do beheve that responsibility 
for objectively formulatmg budget presentations, monitoring budget 
execution, and providing useful reports to SSA management should be 
within the purview of the controller. 

While a controller can provide the needed focal point for SSA financial 
management activities, SA’S management commitment and disciplined 
efforts will be needed to make lastmg improvements m financial man- 
agement. We believe that improved efforts to implement FIA and joint 
efforts with other federal entities to prepare and audit a complete set of 
annual fmancial statements are two important steps that should be 
taken. 

Recommendations to We recommend that the commissioner 

the Commissioner . establish a controller or comparable position to consolidate and enhance 
the importance of financial management at SSA, 

. require SSA’S deputy commissioners to work with the controller to 
improve .%A’s financial management systems and to perform FTA reviews 
of SSA benefit payment processes, 
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l direct the controller to work together with the Social Security Board of 
Trustees to develop an auditable set of financial statements for social 
security programs, and 

l work with HHS’S inspector general and Treasury to arrange for an inde- 
pendent audit of the financial statements. 
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SSA has lacked a formal structured decrsion-making process to requrre ( 
assure that (1) adequate analyses of options are performed, (2) the 
views of knowledgeable or affected persons are considered, (3) pertine 
issues are identified and surfaced to the appropriate level in the organ 
zation, and (4) program policies are developed and comply with federa 
regulations. As a result, SSA has made decisions without sufficiently COI 

sidering alternatives or risks and involving or informing affected offl- 
cials and 1s vulnerable to makmg poor future declwons. 

Historical View of For many years, .%A had a formal structured decision-making process 

SSA’s Decision-Making 
that provided extensive guidance and criteria for decisions or actions 
that requu-ed the involvement of the commissioner and the top execu- 

Processes tive staff. The process detarled the types of issues that had to be sub- 
mitted to the commissioner to facilitate complete staff discussion and 
consideration. These issues included 

. any new rule, regulation, pohcy, or a revision or interpretation involvin 
a substantial change in pohcy; 

l all notices of proposed rulemaking, regulations, and related matters to 
be published m the Federal Register; 

. changes in policy or procedure that would have a major impact on the 
allocation of resources; 

. proposed policies, procedures, or actions that significantly affected the 
rights of claimants and beneficiaries to SSA benefits and services; 

l proposed significant SA personnel policies and organizational changes; 
. proposed planmng documents affecting agency dlrectlon and/or slgnifi- 

cant resources, such as major systems planning; and 
l opening or closing of field offices 

Detailed mstructlons were also provided on how to develop the decision 
memorandum Little judgment was allowed those preparing the decision 
memorandum as to what information to include and the memorandum’s 
level of detail. 

Between 1979 and 1983, SSA’S structure for decision making had eroded 
to the point where important decisions were made informally or by vari 
lous officrals throughout the organization without documented analyses 
or review by higher level officials. Commlssloner turnover, reorgamza- 
tlons, and the amount of time and paperwork required contributed to 
this erosion 
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In December 1983, Acting Commissioner Martha A. McSteen reactivated 
a more structured process. Under this process, any issue that required 
the commissioner’s personal decision and involved other components 
had to be submitted using the Commissioner’s Decision Memorandum, 
which had a preferred format. This memorandum usually was to include 
a statement of the issues, facts pertinent to the problem, a discussion of 
the various options for dealing with the problem, the advantages and 
disadvantages of each option, and a recommendation. The memorandum 
also stated that each office could use its own judgment as to which mat- 
ters require the use of this preferred format. Despite former Acting 
Commissioner McSteen’s December 1983 memorandum, SSA still relied 
heavily on an informal decision-making process through her tenure 

Shortcomings in SSA’s An effective decision-making process requires data on issue or problem 

Decision-Making 
Process 

diagnosis, alternative solutions along with criteria to judge among t&e 
alternatives, and a recommended course of action. In addition, a forum 
should be provided for full staff discussion and consideration of the 
issue or problem by knowledgeable and affected staff and a mechanism 
established to formally commumcate the decision. Specific criteria 
should also be provided for what decisions must involve the commis- 
sioner and executive staff. When significant decisions on SSA’S computer 
systems are involved, the views of mdependent technical experts should 
be obtained to determine that alternatives and risks have been appropri- 
ately considered. 

Our analysis of SSA’S decision-making process suggests it has served 
neither the commissioner nor the agency well It did not provide suffi- 
cient assurance that key decisions were sound, economical, or m accor- 
dance with the best interests of SSA’S values and objectives. More 
specifically, it permitted important decisions to be made without (1) 
involving or infornung key knowledgeable or affected officials or (2) 
performing adequate analysis of alternatives, risks, or costs and 
benefits. 

SSA’S poor or inadequate decision-makmg process was one of the most 
pervasive management concerns identified m our review In all, 78 per- 
cent of SSA’S senior executives, as well as former Acting Commissioner 
McSteen, believed that improvements were needed. Mid-level managers 
also expressed strong concerns about decision making. Out of 16 man- 
agement issues m our questionnaire, mid-level managers m both head- 
quarters and the field consistently selected the need to improve the 
clarity, timeliness, and appropriateness of policies and decisions as one 
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of the top priorities for change. The following represents concerns 
expressed by SSA'S senior executives we interviewed: 

l Decisions are not documented. 
l Affected individuals are not informed in a timely manner. 
l Key staff lack mvolvement m major issues 
. Too many decisions are made by those lower in the organization who 

should not make them 
l Opposmg views and candid discussion are not mvited or encouraged 
l A systematic process does not exist to surface issues. 
l Alternatives are not discussed or documented. 

Key Officials Not Involved Except for legislative and regulatory proposals or changes that had to 

in or Informed of Decisions be sent to the commissioner, SSA lacked criteria or guidance for what 
decisions had to be made through the formal process reactivated in 
December 1983 It was a matter of judgment as to what issues required 
the commissioner’s involvement and thus use of the formal process 
Also, the December 1983 memorandum lacked criteria on who (e.g., 
deputy, associate, or regional commissioners) could make other types of 
pohcy decisions below the commissioner’s level SSA’S formal delegations 
of authority in the policy area do not clarify this issue, although such 
delegations are rather specific in admmlstrative areas. 

Sometimes, officials have committed SSA to a policy position or course of 
action without involvement or sufficient review by the commissioner or 
top management. For example, without involvmg top management, the 
ss~ Chicago Regional Office m 1980 and 1981 issued two policy du-ec- 
tives to clarify headquarters pohcy concernmg evaluation of the degree 
of mental impairments necessary for disability program eligibility A 
federal court found these directives to be void because they were (1) in 
violation of federal law and regulations and had never been properly 
published m the Federal Register, and (2) contrary to SSA headquarters 
policy. Among other things, the court mandated that .%A put all those 
mentally impaired who were terminated m the Chicago region back into 
payment status. Former Commissioner Svahn, on January 3, 1983, noti- 
fied all regional commissioners, that effective immediately, all program 
policy was to be issued only at the national level. However, several SSA 
officials said this pohcy was not effective, was not uniformly imple- 
mented, and was later changed by former Acting Commissioner 
McSteen. 
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SSA does have a review and approval process covenng the Issuance of 
policies, instructions, or clarifying interpretations by its components. 
Due to the large volume of such issuances, however, and the need per- 
ceived by component managers to issue supplemental mstructlons to 
their staffs so they can process work, it is difficult for SSA to review and 
approve them before they go mto effect. (See p. 123 ) 

As another example, in March 1984 HHS, m response to an OMB request, 
asked SSA for estimates on staff-year savings that would result from 
SSA’S claims modernization effort. Later in 1984, SSA’S Office of Systems 
gave HHS data-which later went to OMB-On estimated staff year and 
cost savings from claims modermzatlon and computer equipment 
upgrades at PXS in connectron with proposed procurements 

The Office of Systems estrmated that, starting in the late 1980’s, SSA 

would save $80 mrllion annually through claims modermzatlon and222 
nullion annually through the PSC equipment upgrades Although these 
estimates were cleared through the commissioner, other components- 
which would be most affected by the staff reductions-were not 
mvolved in the process of estimating the savings that would be achieved 
from claims modernization. There had been considerable disagreement 
on the issue. Furthermore, SSA’S Office of Financial Resources, which is 
responsible for preparing the budget, was neither involved m the pro- 
cess of estimating the savings nor informed of the estimates at the time 
they were made and given to HHS and OMB. From the mformatlon avall- 
able, it appears that SSA’S inability to reach agreement and respond to 
requests from HHS and OMB for staff-year savings and the resulting estl- 
mates from the Office of Systems contributed to SSA’S being in an essen- 
tially reactive posltlon to OMB'S call for a 17,000 staff reduction 

Insufficient Analysis of 
Alternatives and Risks 

SSA has made several key decisions without sufflclent justification or 
adequate analysis of alternatives and risks. We discuss one of these, its 
decision to acquu-e nonprogrammable computer termmals for its field 
office processing functions, below Additional examples of problematic 
decisions are discussed in chapter 11 

Despite an earlier study demonstrating the advantages of programmable 
over nonprogrammable computer terminals and a plan to acquire them 
as part of SMP, in 1983 SSA changed its plans and decided to purchase 
nonprogrammable terminals for claims modernization. This decision was 
made without (1) sufficient documentation to justify the change, (2) a 
cost/benefit analysis, (3) adequate conslderatlon of alternatives, and (4) 
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the involvement of others in the organization who would have to use the 
equipment and were dependent upon automation to improve or maintaiI 
quality public service. It also appears to have been made without 
obtaining the views of independent experts. 

Previous SSA analyses and our work have shown that programmable ter 
minals have several advantages that SSA should have considered. These 
include the ability to (1) record, tabulate, and analyze workload data, 
much of which is done manually in field offices; (2) reduce telecommun 
cations costs due to the ability to store data locally and transmit it in 
batches rather than “on-line”; (3) program terminals locally to perform 
complex calculations not on SSA’S national system; and (4) achieve sav- 
ings by not having to manually rekey data lost or distorted between the 
field offices and SSA’S main computers. A major disadvantage of pro- 
grammable terminals, however, is that they present greater security 
risks. But no analysis of this risk or possible ways to deal withit was 
done m conjunction with the 1983 decision, officials said. 

The decision to purchase the nonprogrammable terminals for claims 
modernization was made, according to SSA officials, by former Commis- 
sioner Svahn and the former deputy commissioner for systems without 
detailed analyses or discussions of advantages and disadvantages with 
key SSA officials who would be affected by the decision. One key senior 
executive, for example, said he was not aware of the decision to change 
terminal types until after it had been made, even though he was signifi 
cantly affected by it. Furthermore, in January 1985, the HHS inspector 
general reported on a situation in which the decision to switch from prc 
grammable to nonprogrammable terminals had not been communicated 
to all those affected The inspector general found that some SSA per- 
sonnel were preparing requirements for claims modernization on the 
basis set forth in SSA’S 1982 SMP, which called for local processing with 
programmable terminals, because they had not been informed of the 
change to central processing. 

In addition to the extra effort caused by the poor communication of thi 
decision, SSA could be losing opportunities to improve operating effi- 
ciency. For example, m 1980 SSA estimated that it could save 1,123 
work-years annually beginning m fiscal year 1984 by using program- 
mable terminals in its field offices to automate just 4 of 10 applicatiom 
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proposed at that time * Whether SSA made a reasonable decision, how- 
ever, is not known because alternatives and risks were not analyzed. 

This is not the only example of SSA’S not fully justifying a terminal 
acquisition. For example, in 1981, SSA’S justification for the acquisition 
of over 1,800 Paradyne terminals was not based on specific types or 
volumes of workloads that the termmals would have to process or the 
timing and turnaround restrictions for a given workload. This contrib- 
uted, in part, to SSA acquu-mg a data communications system that did 
not begin to consistently meet contractual performance requirements 
until nearly 2 years after the first terminals were installed 

More Formal Decision In June 1986, Commissioner Dorcas Hardy issued instructions specifying 

ProCeSS Reinstituted by 
the types of actions or decisions she expected to approve or review She 
also adopted a preferred format for decision memorandums. Informa- 

Commissioner Hardy tion to be presented to the commissioner includes the issue, pertmert 
facts, all available options with pros and cons of each, and recommenda- 
tions. Our review focused on SSA’S decision process used before Commis- 
sioner Hardy’s arrival. Therefore, we are not m a position to discuss the 
process in effect after she took office. 

Conclusions SSA needed a more structured decision-making process. Its unstructured 
process (1) allowed decisions to be made without appropriate input of 
knowledgeable and affected parties or adequate analysis of alternatives, 
(2) allowed resources to be needlessly expended due to poor commumca- 
tion, and (3) failed to document the rationale of major decisions so that 
future decisions involving major changes m direction could be made 
with a historical perspective Furthermore, there may be some cases in 
which it would be helpful to make a well-documented analysis and ratio- 
nale available to affected managers or employees so they can better 
understand the need for or desu-ability of change. This might help alle- 
viate their concerns (see pp. 107 and 200) about the extent to which SSA 
management considers human factors during change and managers’ con- 
cerns about the lack of a clear sense of direction Although a formal 
process could tend to slow down decision making, we believe it can also 
reduce the risks of makmg poor decisions. 

‘Solvmg Social Secunty’suter Problems Comprehenswe Correctwe Action Plan and Better 
Management seeded (HRD-82-19, Dee 10, 1981) 
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Recommendation to the In addition to recommendations we are making on p. 157 concerning 
. _ AnP-related decisions. we recommend that the commissioner maintain 

C;ornmissioner for sigmficant decisions a formal and structured decision-making pro- 
cess that sets forth (1) who can make what decisions; (2) the documen- 
tation that must be prepared, including analyses of alternatives and 
risks; (3) how and when the views of knowledgeable or affected 
employees and outside independent experts should be obtained; and (4) 
how decisions should be commumcated to employees who need to know 
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Section III 

Ektter Define and Communicate 
Agency Direction 

SSA’S lack of strong, stable leadership has contributed to the agency’s 
problems in providing uniform policies for the public and direction for 
its employees. SSA lacked (1) a system for central long- or short-term 
operational planning, (2) a process for preparing an administrative 
budget that is sufficiently hnked to plans and policies and that appropr 
ately determines resource needs and allocations, and (3) effective 
processes for developing program regulations and operating instruc- 
tions. These are problems that SSA has addressed over the years but 
remain unresolved. Short legislative lead times to implement program 
changes have also hindered SSA. 

As a result, SSA has not always been able to provide uniform or appro- 
priate services to its clients. Further, ss~ has not provided clear direc- 
tion to its managers or employees on its operational goals and objectives 
how it wants to do business in the future, and its resource needs. This, 
m turn, has resulted in the lack of an operational blueprint to guide its 
computer system modernization and staff reduction efforts and insuffi- 
cient integration of related activities planned or carried out by its 
components 

Commissioner Dorcas Hardy agreed that .%A needs to better define and 
commurucate its purpose and activities to the public, the Congress, HHS, 

and its employees. In this regard, she has acted to better direct agency 
activities. She established a central plannmg function and initiated 
efforts to develop an agency-wide, long-term operational plan. She 
implemented a system for short-term operational planning and tracking 
with specific objectives, activities, and time frames. She also agreed that 
the processes for pohcy formulation, regulations, and program mstruc- 
tions need to be streamlined. In this regard, the Office of Policy will 
oversee efforts to establish a central clearance process and to improve 
the quality of its notices to the public. 

The Congress can facilitate SSA’S efforts by providing sufficient lead 
time to implement legislative program changes that require regulations, 
operating mstructions, and computer system modifications. 
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SSA lacked a central agency-wide operational plannmg process for devel 
opmg long- or short-range plans. As a result, SSA’S components did not 
have a good sense of overall agency direction because existing planning 
efforts have been narrow m scope and did not effectively integrate 
related activities. This created problems in implementmg major imtia- 
tives, such as SMP and the 17,000 staff cut, and m addressing problems. 

In addition, without a long-term plannmg process, SSA has not been m a 
good position to adequately prepare for its future. As discussed on page 
25, SSA can expect long-term substantial increases in its beneficiary pop 
ulation and decreases m the number of workers paying into the trust 
funds, resultmg in a decreased ratio of the funds available to operate it! 
programs compared to the costs of the programs. It can also expect 
changes m the composition of its beneficiary population, which may 
prefer to do business with SSA differently than existing beneficiaries, 
partly as a result of changing technology. SSA needs a systematic proces; 
for identifying and considermg likely changes m its environment and fo 
plannmg how it will address them. 

Several factors have inhibited SSA'S efforts to develop a planning pro- 
cess. These mclude (1) the frequent changes in leadership, (2) compo- 
nent reluctance to accept central planning direction, and (3) 
management’s contmuing concern about the public and the political 
repercussions of formally articulating its plans 

Most of SSA’S senior and mid-level managers believe that a long-range 
operational plan would be beneficial to SSA as a whole and would have a 
positive effect on component operations. During our June 26, 1986, 
briefing for Commissioner Hardy, we stressed the need for and impor- 
tance of an agency-wide planning process. She agreed, saying this was 
consistent with the observations she made while preparing to assume 
her new position In September 1986, she established a central planning 
function. 

Planning-A Tool for Planning is the process of surfacmg issues, formulating goals and ObJeC- 
’ 

Directing Agency 
tives, considering alternative strategies for achieving them, selecting 
and laying out a course of action, and integrating activities of different 

Activities umts. Operational plannmg is beneficial at all agency levels; however, it 
is critically important at the central level to set overall agency direction 
and facilitate a cohesive, unified approach for setting priorities, allo- 
cating resources, and providing support services. A central operational 
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planning process should (1) produce an agency-wide, long-range opera- 
tional plan that outlines the agency’s major long-range goals and ObJec- 
tives over a 3- to 5-year period together with the policies and strategies 
for accomplishmg them and (2) detail how the agency will implement 
the long-range plan over a l- or 2-year period. 

SSA’s Planning Efforts SSA’S components carry out a variety of planning efforts related to spe- 

Provide Insufficient 
Central Direction 

cial uutiatives, short-term component operations, and regulations and 
legislation. These efforts are generally narrow in scope, however, and do 
not effectively integrate related efforts among components As a result, 
they do not (1) provide a clear sense of direction for guiding SSA’S future 
operations, (2) identify emerging problems m .%A, and (3) allow it to uu- 
tiate change smoothly and avoid crisis situations. Consequently, SSA has 
assumed a reactive posture toward outside influences and sometimes 
has addressed program changes m an uncoordinated or inefficient 
manner. 

Recent Planning Efforts 
Narrow in Scope 

Former Acting Commissioner Martha A. McSteen stated that long-term 
plannmg during her tenure was accomplished by establishing SSA’S 

values and identifying objectives to be addressed over a multiyear 
period through special initiatives. Accountability was established for 
these initiatives by including them m the SES contracts of the deputy 
commissioners. For the most part, however, these initiatives focused on 
solving specific operational problems. As such, they did not constitute a 
statement of SSA’S long-term objectives. 

The other major planning efforts in SSA included development of compo- 
nent operating plans and other single-purpose plans Component oper- 
ating plans range from formal written plans, such as the Office of 
Systems’ 5-year modernization plan or annual ADP plans, to mformal 
nonwritten plans, such as those provided verbally by the deputy com- 
missioner for programs and pohcy to his subcomponents. Single-purpose 
plans relate to regulations and implementation of legislation. Regula- 
tions planning is an annual effort under Executive Orders 1229 1 and 
12498, designed to reduce regulation burden and duplication. Legislative 
implementation plannmg refers to all activities and projects required to 
implement specific legislation In the case of major legislation for which 
implementation activities will cross component lines, a project manage- 
ment team IS established to serve as a single point of responsibility and 
control to coordinate the actions of all the components. 
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Insufficient Integration of 
Component Activities 

Largely due to the lack of an agency-wide operational planning process 
no one in SSA has been effectively assembling total computer support 
needs, determining the most appropriate and efficient way to meet the5 
needs, or integrating the separate efforts of different components. Con- 
sequently, various individual efforts are planned or underway by SSA 
components to improve operations through the acquisition of computer 
equipment, software, and related telecommumcations for (1) modern- 
izing claims processing; (2) training; (3) management information, word 
processing, and administrative functions; and (4) state DDS activities. 

In addition, SSA is considering automating its operating instructions 
manual, which could require additional computer support. Although 
SSA’S goal was to have a fully integrated system, it lacked fully devel- 
oped mechanisms -such as an agency-wide operational plan or an mte- 
grating staff-to achieve that goal. According to senior SSA officials, 
without the ability to integrate component plans, ss~ runs the&k that 
the computer hardware and telecommunications may be duplicative am 
the system may result in inefficient processing. 

SSA already has encountered some difficulty in developing plans for 
enhanced office automation because there is no agency-wide plan that 
details the agency’s overall automation needs. The Office of Disability 
has been trying since the fall of 1985 to get a delegation of procurement 
authority to get the computer resources necessary to convert, at HHS'S 

request, the operation of the Cost Effectiveness Measurement System 
for state DDSS from a private contractor to an in-house system. But such 
delegation has been delayed because SSA has not yet been able to satisfy 
HHS'S request for information on the relationship of this system to its 
ADP modernization plan. SSA prepared a Cost Effectiveness Measurement 
System/Systems Modernization integration plan and released it to HHS 

on September 9, 1986. SSA is now awaiting HHS'S response. 

Problems Resulting 
From the Lack of a 
Planning Process 

As a result of the lack of an agency-wide operational plannmg system, 
SSA has experienced several problems. These include (1) the lack of an 
operational blueprint to guide its computer modernization, (2) difficul- 
ties in implementing the 17,000 staff reduction imposed by CJMB, and (3). 
no systematic way to surface operational issues. 

No Operational Plan to 
Guide SMP 

Without a long-range operational plan, the Office of Systems had to base 
its development of SMP on assumptions about future service delivery 
goals and methods of operations. Systems assumed there would be no 
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maJor changes in operations and, accordmg to SSA officials, has been pre- 
paring functional requirements for the new system at a general level 
Systems did this because it lacked information on specific workloads, 
desired processing times, service quality or locations, and the mterrela- 
tionships among the various elements of the system and the integration 
of those elements into an overall system. This type of mformation 
directly affects the type of ADP technology needed for the new computer 
system, the design of the software for transaction processing, the organ- 
ization of the data bases and file structure, and the type of commumca- 
tion system needed to support data transmission. 

The importance of preparing functional requirements based on specific 
operational workloads and performance expectations can best be illus- 
trated by problems SSA experienced m the early 1980’s with its contract 
with the Paradyne Corporation to mstall over 1,800 ternunals in its field 
offices As we reported in July 1984 (GAO/IMTEC-84-15), SSA'S expression 
of its requirements in general rather than specific terms contributa to 
the acquisition of a data communications system that did not begin con- 
sistently meeting SsA’s performance requirements until nearly 2 years 
after the first terminals were installed. 

If SSA should decide to change service delivery methods or expectations, 
such as issuing social security cards upon application or moving to 
totally computerized processing with no paper files or folders, it would 
have to change SMP'S design. This possibility, as well as the possible lack 
of common assumptions among various groups working on SMP about 
future operations, could result m the expenditure of funds on unsatis- 
factory systems improvements, Such improvements might not meet 
future needs, could lunit SSA’S future service delivery options, or might 
result in a new system in which all elements did not sufficiently interre- 
late. If the various parts of SMP are not adequately integrated, mefh- 
cient, error-prone processing could result 

Difficulties Implementing 
17,000 Staff Reduction 

In October 1983 executive branch hearings before OMB on SSA'S fiscal 
year 1985 budget, SSA was asked to assess the effect of SMP on SSA'S staff 
over the next 5 years. OMB believed that systems modernization could 
yield large staff reductions, perhaps starting as early as fiscal year 
1986 But because SSA lacked an integrated plan, it was unable to pro- 
vide an agency-wide response, according to former Acting Commissioner 
McSteen. OMB later imposed what appears to be an arbitrary staff cut of 
17,000 on SSA, to be achieved by the end of fiscal year 1990. Because it 
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had no agency-wide, long-range plan, ss~ lacked both an argument 
against and a blueprint for implementing the staff reduction. 

In an attempt to develop a master plan for implementing the staff reduc- 
tion, SSA in December 1984 asked its components to submit plans on how 
they would implement the staff reduction. These plans were to be con- 
solidated mto an agency-wide plan. But the components responded that 
they could not do so because top management still needed to make maJor 
decisions affectmg future resource needs. Decisions needed to be made 
on such issues as service delivery goals, the configuration of field 
offices, the future role of the PXS, and SA’S future service delivery 
methodology. 

A long-range plan could have been the tool for focusing top manage- 
ment’s attention on these major issues for decisions. Instead, SSA has 
been accomplishing the staff cut year by year through variousynrelated 
processes and initiatives, such as attrition, the redistribution of work- 
loads, and annual productivity improvements, which are then reflected 
in each year’s budget. 

In June 1985, the deputy commissioner for operations began developmg 
an operational plan to provide information he believed necessary for 
decision making on the staff reduction. This effort, completed in late 
1985 and reported to SA’S executive staff on January 9,1986, was to be 
the basis for developing an agency-wide, long-range plan. But HHS cur- 
tailed development of the plan before it was completed. In the absence 
of a comprehensive work-force plan, the deputy commissioner believed 
that attrition would result in staff unbalances and inefficient operations 
in many SSA locations. Our review has shown that imbalances have 
already begun to appear. (See p 177.) Comnussioner Hardy has uutiated 
efforts to develop a staff reduction plan to better balance staffing and 
workloads and to address these problems. 

No Systematic Way to Without a central plannmg process, SSA lacked a top management focus 
Surface Operational Issues on surfacing operational issues. We believe this has contributed to the 

contmuation of several problems, including unclear notices to the public, 
unclear operating instructions to its staff, inadequate management 
information, little emphasis on operational efficiency, and the many 
problems that have surrounded SSA’S DI program over the last several 
years. 
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Partly because of this absence of central planrung, SSA has been largely 
reactive to external events, mcludmg congressional pressure to (1) 
establish service delivery goals and ObJectives for DDSS, (2) penodically 
review the contmumg ehgibihty of disabled beneflclarres, and (3) 
improve program management. Courts also have played a substantial 
role in defuung how the disablhty program should operate. Both pro- 
grams and pohcy and operations officials told us that a long-range plan- 
ning process would have given SSA a greater opportunity to surface and 
address program issues internally and to chart more systematically the 
future shape of the DI program, making it less vulnerable to change from 
external sources 

According to one operations senior executive, several operational 
aspects of the disability program, such as case development procedures, 
have needed to be examined for some time. One reason they have not 1s 
the lack of a systematic process for surfacing such issues. The official 
said that the strategic planning effort started by operations m June 
1985 provided a good vehicle for raising these kinds of issues and 
should be continued 

Long-Range Planning Although for years SSA has recognized the need for planning and on 

Hindered by Several 
Factors 

occasron attempted to establish an agency-wide plannmg process, two 
factors have primarily inhibited progress* frequent change in SSA'S lead- 
ershlp and the lack of a priority for planning. Since 1974, GAO, OMB, and 
other organizations have recommended that SSA institute long-range 
planning, prlmarlly to serve as the basis for planning and setting pnori- 
ties for needed computer systems improvements. 

Need for Long-Range Plan 
Recognized by Many 

The need for a comprehensive long-range plan has been recognized by 
SSA and others over the past decade. On numerous occasions since 1975, 
ss~ attempted to institute a long-range strategic plan, primarily to guide 
ADP systems development, but also to provide a basis for addressing cur- 
rent problems For example, m discussing the need for a long-range plan 
in 1981, SSA stated that without it, the agency was evolving rather than 
progressmg into the future, problems that resulted m crisis sltuatlons 
were becoming more frequent, and the orgamzatlon seemed to be unre- 
sponsive to management direction. Some recommendations that have 
been made for establishing a long-range plan include the following. 
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l Since 1974, GAO recommended on four occasions that .%A establish long- 
range goals and objectives to serve as the basis for its ADP systems 
design efforts. 

. In 1981, OMB and GSA stated in testimony before the Subcommittee on 
Legislation and National Security of the House Committee on Govern- 
ment Operations that SSA needed a long-range plan to guide its ADP sys- 

tems development activities. OMB testified that SSA’S failure to develop a 
long-range plan was probably the most significant contribution to SSA’S 
systems problems. GSA testified that SSA’S past long-range planning had 
been separated from its short-term efforts, and as a result, current 
efforts to solve problems were not matched to SSA’S long-term goals and 
objectives. 

l In 1983, the Grace Commission called it imperative that SSA develop an 
agency-wide, long-range plan to lay out the agency's objectives to guide 
SSA’S systems efforts. Also, in 1983, Deloitte, Haskins and Sells, under a 
contract to study SSA'S systems problems and to develop ideasfor future 
automation, reported that the agency needed to develop, implement, ant 
publicize an agency-wide plan. Lacking such a plan, it said, SSA had been 
operating without a clear statement of goals and objectives, limitmg its 
management to reacting to change 

l In 1984, the Congressional Panel on Social Security Organization, in 
studying whether SSA should be an independent federal agency, recom- 
mended that ss~ develop a long-range planning system. The panel 
believed such a system would give SSA the data needed to measure its 
progress in meeting its goals, and that the lack of such a system had 
been a deficiency in SSA’S management for the last decade. The panel 
added that ADP plannmg should be incorporated as an integral part of 
the agency-wide planning process. 

Several Factors Contribute SSA’S efforts to establish long-range planning were either redirected or 
to Lack of Agency-Wide abandoned as changes in leadership occurred For example, in 1975, SSA 

Planning established an advanced systems organization, reporting directly to the 
commissioner, to develop a comprehensive plan for guiding ADP develop- 
ment as well as to design and develop a new computer system employing 
the latest technology. This effort was abandoned following an ssA-wide 
reorganization in 1979 as a result of a change in commissioners. Fol- ’ 
lowing the reorganization, the Office of Advanced Systems became a 
component of the Office of Systems, and thus, no organization within SSA 

was specifically responsible for long-range planning. 

In 1982, newly appointed Commissioner John Svahn curtailed an 
ongoing initiative to develop a long-term plannmg process and delayed 
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estabhshmg one until he could examine SSA'S plannmg activities to either 
reaffirm or modify them where necessary. However, he left before 
estabhshmg a comprehensive long-range plannmg process 

Various components have been reluctant to go along with a central plan- 
ning function as long as it is admmistered by the Office of Management, 
Budget and Personnel, which is orgamzationally responsible for such 
planning. This reluctance seems to be based on the perception that too 
much power would rest with that office m directing SSA’S activities 
through a plannmg system. Also, we were told by former Acting Com- 
missioner McSteen that SSA has been reluctant to formally plan its activi- 
ties because anytime it decides on an operational change, it offends 
some pohtically powerful group, such as employees, the Congress, or the 
admuustration Then actions are taken to block SSA'S move. As a result, 
E&A’s management chose to keep its plans unstated and informal. 

SSA Employees Believe Ninety-two percent of SSA’S senior executives stated that a long-range 

a Plan Is Needed 
plan is needed or desirable. Furthermore, 56 percent of the executives 
said that SSA lacks a clear sense of direction regarding such factors as its 
service delivery approach, its ADP systems configuration, and/or the 
types and number of personnel needed to perform operations 5 to 10 
years m the future. 

For example, some senior executives we interviewed highlighted bene- 
fits to be derived from long-range plannmg. They said an agency-wide, 
long-range plan would help to 

. clarify component roles m achievmg agency objectives, 

. address the effect of external factors on operations, 
l reduce crisis management, and 
. establish a-wide priorities, thereby reducing the number of conflicting 

priorities among components. 

In addition, many middle managers who responded to our questionnaire 
believed that SSA'S existing planmng activities did not give their units a 
sense of direction and guidance for the future. As shown below, many 
middle managers believed that planning activities did not provide ade- 
quate mformation on how the following factors would affect their units’ 
operations. 

. Improvements u-t manual processes (38 percent). 

. Potential legislative changes (35 percent). 
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l Future service delivery options (40 percent). 
l Number and types of future staff needs (31 percent). 
. Types of work procedures (33 percent). 

Middle managers also said that a formal, agency-wide, long-range plan 
would have a positive effect on the followmg aspects of their units’ 
operations: 

Crisis management would be reduced (50 percent). 
Future operations knowledge would improve (84 percent). 
Morale would improve (64 percent) 
Recruitmg efforts would improve (63 percent). 
Trammg would improve (76 percent). 
Their staffing allocation level would be more appropriate (64 percent). 
Accountability for operations would increase (57 percent). 
Relations among organizations would improve (50 percent). - 

More than 20 percent of SSA'S employees and more than one-third of its 
mid-level managers who indicated low morale for their units attributed 
this, at least in part, to uncertainty as to the future of their unit or the 
future of their job. A formal, agency-wide planning process could help 
reduce employees’ uncertamty, thereby possibly improving morale. 

Commissioner Hardy Commissioner Hardy is orgamzmg a small executive planning staff. It is 

Has Established a New 
headed by an sEs-level director, who reports directly to the commis- 
sioner and is responsible for establishing and implementing a framework 

Planning Process for the effective long- and short-range planning of all of SA’S projects, 
activities, and resource management, in accordance with applicable law 
and regulation. The staff-eventually 11 people-will coordinate, 
develop, and publish SSA’S plans, subject to approval by the commis- 
sioner, and ensure that each component’s planrnng and operational 
needs are appropriately integrated and reflected m the agency-level 
planmng and decision-making processes. As of February 19, 1987, this 
planning unit had eight staff members m addition to a director 

Conclusions Although many SA staff have long recognized the need for planning, for 
many years SA has not had a formal, comprehensive operational plan- 
ning system that would provide needed guidance and direction for cur- 
rent and future operations. As a result, it has found itself in a reactive 
rather than a proactive position to external influences and not ade- 
quately preparing for the future. Neither managers nor employees have 
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a clear sense of direction to guide operations or serve as a basis for plan- 
ning and setting priorities on major SSA imtiatives, including its systems 
modernization effort. 

In our opinion, SSA cannot afford to operate without the clear sense of 
direction that a good operational plannmg system can provide. There- 
fore, we support Commissioner Hardy’s efforts to establish an executive 
planning staff and a central planning process. These efforts should help 
SSA prepare for the future. To fully realize the benefits of these efforts, 
SSA needs to (1) mvolve political and public groups in determmmg future 
service delivery methods, (2) hold managers accountable for imple- 
menting the plan, and (3) sustam the plannmg process. 

Recommendations to We recommend that the commissioner 

the Commissioner l develop and implement agency-wide, long- and short-term operational 
plans; 

l consult with HHS, OMB, congressional committees, states, client groups, 
and others as to how SSA should do business m the future as part of the 
process of formulatmg a long-term plan; and 

l use the plan to guide policy, budget, and ADP systems decisions and hold 
managers accountable for adhering to it 

Recommendation to the To help sustam the planning process established by Commissioner 

Congress 
Hardy and to encourage SSA to follow the long-term plan developed, we 
recommend that appropriate congressional committees hold periodic 
hearings on the status of the process and the plan. The committees and 
%A should try to agree on the thrust of the long-term plan and the 
actions and support needed to achieve it. Such agreement would help 
focus subsequent oversight on progress, problems and their causes, and 
substantial changes to the plans. 
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SSA’S budget estimates have not been as accurate as possible, have not 
provided a good basis for allocating resources, and have not been suffi- 
ciently helpful in controlling operations by providing a good basis 
against which to compare actual performance. This is because SSA com- 
ponents have not always provided their budget office with adequate ar 
timely input, and operatmg staff budgets have been based on the actua 
time it takes to complete tasks rather than the time it should take. The: 
conditions have existed largely because top management has not fully 
supported or effectively used the budget process as a management tool 
To maximize SW’S efficiency, this process must work well. 

SSA’s Budget Process The budget provides a systematic process through which (1) manage- 
ment can articulate its plans, policies, and priorities; (2) components ca 
articulate what resources they believe will be needed to implement 
plans; and (3) management can control operations by periodically com- 
paring planned and actual expenditures and making adjustments. 

SSA’S budget has two parts (1) program benefit payments and (2) the 
administrative costs of paying benefits. In this chapter, we deal with 
SSA’S admirustrative budget. For fiscal year 1987, the administrative 
part of S&Y’s budget accounts for about $4 billion of SSA’S total annual 
expenditures of $230 billion. About 48 percent of the $4 billion repre- 
sents funds for SSA’S lme operating staff, who account for about 90 per- 
cent of total staff. The other 52 percent includes funds for (1) support 
staff in SSA’S headquarters and regional offices, (2) state DDS operations 
and (3) services and equipment. 

The Office of Financial Resources (OFR) bases SA’S budget on input fron 
components, as follows. 

. The operating staff portion of the budget is based on the time estimated 
to handle the projected workloads for each operating component To cal 
culate the estimate, SSA first determines the actual time required to pro- 
cess existing workloads for the most recently completed year. This time 
is then adjusted to reflect anticipated changes in complexity of the 
workload as well as expected improvements m operations, and to 
attempt to correct prior year workload and staff imbalances. Using pro- 
jected workloads and adjusted time, SA then develops the operating 
staff budget. (OFR follows the same basic process for computing needs 
for state DDS operations.) 

l The process used to develop the support staff bud@ has varied over 
the years. Generally, components submit justifications in response to OF 
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instructions. In the past, OFR usually mstructed components to justify 
any changes in their support staff needs from their current allocation. 
Since fiscal year 1985, however, SSA has tried to reduce support staff by 
the end of fiscal year 1990, as part of the 17,000 staff reduction. 
Because of this, OFR reduced all support staff by 2.5 percent m fiscal 
year 1985 without requesting justifications from components. For fiscal 
year 1986, OFR notified SSA components in advance that their staff would 
be reduced and asked them to demonstrate how they would meet the 
reductions 

. For the remaining items m their administrative budget, such as special 
expenses, consultant services, research, trauung, space, telephone, and 
construction, SSA components generally submit budget requests for 0~~‘s 
review. OFR Judges these submissions to arrive at the appropriate level 
of funding for final decision by the commissioner 

Budget Process Keeds 
More Structure and 

plme to make it an effective tool for determining funding priorities and 
for providing direction to components It has several deficiencies that 

Discipline undermine its effectiveness and will require greater management sup- 

port to address: 

1 Until May 1986, SSA had no permanent, formal budget instructions 
describing the mformation needed, who should submit it, and when it 
was due. Instead, each year OFR issued new and different budget mstruc- 
tions as circumstances or commissioners changed. 

2 The budget process has operated without a clear sense of SSA’S future 
goals and ObJectlves. SA has not had a central planning process to sys- 
tematically surface issues and set forth agency-wide plans for dealing 
with them. In addition, management has not always informed compo- 
nents of the policies to be pursued during the budget period 

These conditions often left OFR and components with little insight mto 
SSA’S future direction upon which to base their budget requests and con- 
tributed to an undisciplined budget process, as the followmg examples 
illustrate 

l In early 1986, OFR had to prepare its fiscal year 1988 budget without 
central pohcy or plannmg guidance from SSA’S top management on its 
plans or policies for staff reductions or other major issues. Conse- 
quently, OFR-without top management or component input-had to 
identify the significant issues having budget implications, such as 
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whether SSA should ehmmate certain workloads or modify certain oper 
atmg procedures. 

. In 1985, OFR did not receive the requested budget submissions from the 
project managers m charge of the commissioner’s uutiatives on the 
impact of automation and on effectively managmg the disability pro- 
gram. Submissions from the project managers on several other of the 
commissioner’s uutiatives were also not specific enough to determine tk 
effect they would have on ss.4-wide resource needs. Therefore, OFR had 
to identify and develop mformation from alternative sources-such as 
the ADP plan or the state DDS budget-and then make additional assuml 
tions about these projects to estimate their effect on SSA’S budget. 

l In May 1984, the Office of Systems had not submitted its request for 
fiscal year 1986 ADP-related expenses on time. As a result, OFR did not 
know what level of resources Systems needed. OFR notified Systems 
that, if it did not submit the mformation, it would have to request 
$192.1 milhon, the same as the previous year. Because OFR did-not 
receive the requested data, SSA’S budget justification stated that the est 
mates might have to be changed; subsequently, SSA’S request for ADP- 
related expenses was lowered to $160.6 million and $139.6 milhon at th 
HHS and OMB levels, respectively. 

l Until 1986, SSA’S Office of Systems’ planning cycle was not completed 
before SSA had to submit its budget to HHS. As a result, because OFR 
lacked complete data from the Office of Systems, it made its own 
assumptions about the effect of systems improvements on operating 
staff needs. This left SSA with some doubt that its budget request for 
operating staff to HHS was reasonable and reliable. 

Since November 1984, OFR has tried to develop a more structured budge 
process and to improve the quality and timeliness of the information it 
receives from SSA components For example, OFR has taken steps to 
improve its access to mformation on proposed systems changes identi- 
fied during the ADP planning process so as to incorporate these changes 
into SSA'S budget m a timely manner 01% has also tried to establish 
formal budget requirements for SSA components to follow. These efforts 
have not been totally successful because, according to OFR, It lacks 
authority over other SSA components and thus is not m a position to 
require them to comply with its information requests. Further, it did no 
have top management’s support m getting components to cooperate. 

In the past three years, OFR has taken steps to establish formal budget 
requirements. In 1984, the director of OFR and the acting deputy commit 
sioner for management and assessment had a requirement m their SEX 
contracts to develop a budget schedule that (1) established due dates fo 
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products required of SSA deputy commissioners, (2) allowed enough time 
for commissioner decisions, and (3) enabled SSA to meet the demands of 
the government-wide budget cycle. The budget schedule was to be com- 
pleted in time to be implemented at the start of the fiscal year 1987 
budget cycle (Dec. 1984). Additional objectives of this project, as 
described in a November 1, 1984, proposal were* 

l To develop a budget that was driven by the commissioner’s goals, objec- 
tives, and projects. 

l To build the budget on existing processes, and to make those processes 
serve both plannmg and budget needs, thus conserving staff resources. 
Specific goals were to lmk the budget schedule, as much as possible, to 
the ADP planning process and to develop a budget that reflected opera- 
tional policy, legislative, and regulatory changes. 

l To develop a schedule that allowed enough time to obtain key decisions 
from SSA executive staff so that the budget request effectively reprz- 
sented SSA needs, as seen by SSA executives, not SSA’S budget staff. 

l To develop a budget schedule that allows components to participate m 
developing budget estimates as much as possible 

The proposal outlined the information expected from each deputy com- 
missioner and the due dates. It recognized that components had to coor- 
dinate their activities to develop an accurate, complete budget request. 
But for a number of reasons, the proposal did not sigruficantly improve 
the quality or timeliness of the mformation it received, according to OFR. 

First, the acting commissioner did not implement the proposal before the 
fiscal year 1987 budget cycle began. Although the proposal called for 
information to be submitted to OFR in January and February 1985, the 
acting commissioner issued no budget mstructions until March 5, 1985, 
and these only described the detailed mformatlon needed by OFR on each 
of the commissioner’s initiatives. The mstructions did not address the 
proposal’s broader objectives. 

Second, according to OFR, it received no better quality or more timely 
information on the commissioner’s initiatives m response to the commis- 
sioner’s instructions OFR did not receive the requested mformation on 
two of the commissioner’s uutiatives (managing the impact of automa- 
tion and effectively managing a national disability program), and the 
information received on some other initiatives was not specific enough 
to allow OFR to estimate their effect on SSA'S resource needs. 
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In November 1985, OFX issued a draft guide that described the types of 
mformation required for budget development. This guide constituted 
OFR’S budget directions for developing the fiscal year 1988 budget. The 
guide described the information required from SSA components and the 
date due. Issued in final form m May 1986, it constitutes SSA’S perma- 
nent instructions on budget development. These instructions are one in a 
series of instructions being issued by OFR on different aspects of 
budgeting. It is part of SSA’S administrative system and components are 
supposed to comply with these instructions. Despite this guidance, how- 
ever, the Offices of Disability and Systems still did not meet the 1986 
deadlines for submitting information on state DDSS and on Anp-related 
expenses needed to develop SSA’S fiscal year 1988 budget request to HHS. 

We recognize OFR’S efforts to develop a more permanent and structured 
budget process, but believe that these new mstructions can be strength- 
ened by more fully addressing the broader objectives of the Noyember 1, 
1984, proposal. Although the November 1984 proposal attempted to link 
plannmg and budgeting, the May 1986 mstructions do not require that 
SSA’S budget be linked to any agency planning process. Further, although 
the November 1984 proposal established specific dates for components 
to provide OFR information on proposed changes in operations to be 
mcluded m SSA’S budget, the May 1986 mstructions do not establish such 
time frames. Without specific time frames, OFR has had to prepare bud- 
gets in the past without needed planning guidance and timely adequate 
information on proposed changes m operations. 

Improvements Needed Another budgeting problem relates to the method SSA uses to compute 

in Method Used to 
Compute Operating 
Staff Needs 

field operating staff needs. To reliably determine these staff needs, SSA 
should have information about the volume of future workloads and the 
amount of time it will take to complete them SSA'S work volume esti- 
mates are based on actuarial and statistical projections, which we do not 
question. But, we do have questions concerning how SSA estimates the 
time needed to complete work and the budget estimates that result. 

As discussed m the preceding section, OFR has trouble receiving complete 
and timely information from components on changes in operations that 
affect the time needed to complete work. Also, SSA has not established 
standards or expectations for the time it should take field components to 
complete work. Because standards or expectations are not used, SSA does 
not know whether the resulting budget estimates represent the amount 
of time it should take field components to complete work. 
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In our August 1986 report’ on the development of SSA’S budget for field 
office operating staff, we compared SSA’S actual budget estimates for 
fiscal years 1979 through 1984 with our estimates of what SSA’S staff 
needs would have been had SSA based these estimates on the time it 
should have taken to complete workloads. Using fiscal year 1979 as our 
base period, we calculated that m 1984, SSA’S estimated staff-year needs 
exceeded our estimate by more than 2,500 staff-years. The report recog- 
nized the difference m staff-year estimates may not be mdicative of 
overstaffing because we did not conduct an engineered study to deter- 
mine what the unit times should have been and we do not know the 
appropriateness of SSA’S fiscal year 1979 estimates. The report demon- 
strated, however, that by not using a standard-either an engineered 
standard or one that reflects the performance of its better performing 
field offices-m’s staff year budget is based largely on the time it does 
take rather than the time it should take to process workloads. 

We recommended that SSA develop engineered time standards on a plot 
basis to determine the feasibility and cost effectiveness of using such 
standards on a wider basis. In response to our report, HHS was opposed 
to estabhshmg engineered standards at that time, and as of February 
1987, SSA had not established such standards. We have found that large 
variances m efficiency among SSA’S field offices and pscs still exist (see 
p. 175). As a result, SSA’S budget may mclude funds for inefficient 
operations 

Conclusions SSA’S budget office has made diligent efforts to prepare good budgets. Its 
efforts, however, have been frustrated by the lack of (1) sufficient coop- 

eration from some ss.4 components, (2) support from top management to 
have an effective and efficient budget process based on its policies and 
plans, and (3) use of standards or expectations to determine operating 
staff needs. Consequently, SSA’S budget process has driven pohcy and 
planning rather than the other way around. To correct these problems, 
.%A needs a more structured budget process. It should be based on prede- 
termmed policies and plans as well as performance standards or expec- 
tations and have a greater degree of top management support 

lNeed to Improve LJmt Tunes for Estlmatmg Field Office Staff Budge> (GAO/GGD-86-90. Aug 6. 
1986) 
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Recommendations to 
the Commissioner 

We recommend that the commissioner take the following actions to 
improve budget development in SSA: 

l Expand on the May 1986 permanent agency-wide annual budget instruc 
tlons covering all components m SSA to adhere to the ObJectives set forth 
in the November 1984 proposal submitted by the acting deputy comnus- 
sioner for management and assessment 

l Hold managers accountable for adherence to budget policy and 
requirements. 

l Establish standards for the amount of time SSA should take to complete 
its varrous workloads and use those standards in developing SSA'S 

budget for operating staff. These standards could be based on engi- 
neering studies or on actual times required by better performing offices 
to do the work. Any adJustments to the standards should be based on 
careful study reflecting the appropriate time needed to implement oper- 
ational changes. 
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Policy Formulation and Implementation 
Hindered by Several Factors 

To implement legislation, SSA must prepare policies and regulations, 
develop ADP systems specrficatlons, develop and test its computer 
system, and put out operating instructions to field offices. But often SA 
is unable to implement legislated program changes promptly and effec- 
tively. This stems from (1) the complexity and slowness of the regula- 
tory development process, (2) problems m developing and 
communicating operating instructions before regulations are completed, 
and (3) ADP limitations. Each of these problems, in turn, is partly attrib- 
utable to short lead times m legislation. These difficulties have impalrec 
SSA’S ability to provide its employees and others operational direction 
and support and to fulfill its mission to provide the public with tunely 
and accurate benefit payments as well as other services. 

Slow Regulatory 
Development and 
Approval Process 

Beneficiaries, courts, admimstratlve law judges, lawyers, and public 
interest groups rely on regulations as them prime source of information 
about SSA’S policies. SSA has a history of issuing implementing regula- 
tlons after the effective dates required by laws. Much of the difficulty 
stems from the complexity of the regulation development process and 
the issues themselves, short effective dates in law, and the internal SSA 
clearance process. Actions taken by SSA to speed up the internal process 
for issuing regulations have been of limited help. 

Regulations Not Timely Very few regulations implementing maJor legislative changes enacted 
from 1980 to 1984 were published by their effective dates, either as 
notices of proposed rulemakmg or as final regulations, as table 10.1 
shows This stems in part from short effective dates that do not provide 
sufficient time to complete the requirements of the rulemaking process. 
(See p 126 for dlscusslon of short effective dates.) 

Table 10.1: Regulations issued by 
Effective Dates 

Pubhc Law (enactment date) 
96-265 (June 1980) 

Proposed Ftna 
Number of regulations regulation5 
provisions issued by issued bl 
requirmg a effective effective 
regulation date dats 

17 1 ( 
97-35(Aug 1981) 12 4 1 

97-248(Sept 1982) 5 0 c 
98.21(Apr 1983) 34 2 1 

98-460 (Ott 1984) 12 0 C 
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According to its data, SSA’S ability to develop and publish regulations m 
a timely manner has been decreasing rather than improving. The 
increase in average times to process regulations through SSA, OMB, and 
HHS between 1982 and 1985 is shown m figure 10.1 l 

Figure 10.1: Days Needed to Process 
Regulations (Issued From 1982-85) 
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SSA Has Little Control Over 
Regulatory Development Process 

The process required to issue regulations 1s time consuming. In some 
instances, research must first be done to better understand complex 

‘The average processmg tmes for SSA mclude the tune for regulations that were delayed mtentlon- 
ally This happens when the enactment of pendmg leglslatlon could substantially change the regula- 
tions, the relationship of one regulation to another 1s such that the sequence of pubhcatlon IS 
Important. and the necessary ADP systems changes cannot be made UI time to Implement the 
regulation 
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issues. For example, m revismg regulations for determining individuals’ 
eligibility for benefits due to mental impairments, SSA worked with 
outside groups- experts from professional associations, advocacy 
groups, and state agencies- so that the latest findings in diagnosis, eval 
uation, and treatment would be reflected. Once the regulation is pre- 
pared, a notice of proposed rulemakmg is issued for a 45-to-60-day 
public comment period. Analysis of comments often takes considerable 
time due to the volume of comments received and varying positions 
taken. For example, after ss~ published the proposed mental impair-men 
regulations m February 1985, over 2,000 comments were received from 
over 1,000 different sources. It took ss~ until August 1985 to respond to 
these public comments and publish the final regulations. Also, if the 
first public comments result m substantive changes to the proposed reg- 
ulations, a second notice of proposed rulemaking must be published for 
public comment. Finally, all proposed regulations must be approved by 
HHS and OMB before publication m the Federal Register. If eiths HHS or 
OMB requires additional mformation, each step of the clearance process 
has to be repeated if the regulation is substantively changed. 

SsA’s Internal Clearance Process 
Slows Regulation Development 

While external factors slow the process, SSA’S internal process also con- 
tributes to late issuance. Many of SSA’S organizational components as 
well as HHS'S Office of General Counsel are involved in the regulation 
clearance process, This is due to (1) the complexity of the law, (2) the 
relationships both among SSA’S programs and between SSA’S programs 
and other federal programs, and (3) the functional organizational struc- 
ture in which no one SSA component has complete responsibility for a 
program According to SSA'S 1984 analysis of the time to process 10 reg- 
ulations, the average times to complete two major steps in the approval 
process were as follows: 

l 52 weeks from the time drafting began to the completion of level 1 
review (which typically included at least 3 reviews by HHS'S Office of 
General Counsel and multiple reviews by other offices). 

. 6 weeks for completion of level 2 clearances (approvals at the associate 
commissioner level and the authorizmg component and by HHS'S Office 
of General Counsel). 

To further compound the delays, often there are 50 to 60 regulations in 
process at any given time. When multiple regulations are in process, 
individuals mvolved with one regulation are also needed for others. This 
creates scheduling problems and backlogs. 
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In May 1984, ss~ acted to improve its control over regulations and to 
streamline the issuance process. First, it developed a tracking and moni- 
toring system that produced monthly and biweekly reports identifying 
regulations m process, their due dates, stages of development, and the 
actions still required of each organizational component. SSA also began 
requiring concurrent, rather than sequential, review and requiring man- 
agers to resolve policy issues earlier. 

Despite these efforts, ss~ did not reduce the time required to complete 
regulations. This has occurred, ss~ officials said, because the new pro- 
cess has not been followed by all components, and some regulations 
have been developed outside the new process. They also said that 
emphasis is given to preparmg the program operating instructions 
instead of issumg the regulations first. SSA believes, however, that the 
actions taken have reduced the time to issue regulations during 1986 

Federal Courts Admonish Federal courts have found fault with ss~ policies for determinmg disa- 
SSA for Implementing bility benefits and with its failure to publish what amounted to regula- 

Policy Without Regulations tlons m the Federal Regm in accordance with the Admuustrative 
Procedure Act. In these circumstances, the courts have sometimes over- 
turned the SSA policres that caused the denial or termmation of benefits. 
SSA’S policies sometimes are inconsistent with the regulations, resulting 
in problems at different levels of ad,mdication. For example, the pro- 
gram operating mstructions, which are m use long before the regula- 
tions, guide those making the uutial determinations of ehgibihty or 
contmued eligibility, but in reaching their decisions courts rely on the 
regulations, which may be mconsistent with the mstructions 

In two separate class action suits, the courts have found that SSA did not 
appropriately develop and implement agency regulations. In Mental 
Health Association of Minnesota et al v. Schweiker, 554 F. Supp. 157 
(1982), a federal district court found that SSA'S policy for determmmg 
mentally ill individuals’ ehgibihty for disability benefits was not only 
arbitrary and capricious, but also irrational and an abuse of discretion. 
Specifically, the court found that directives issued by SSA'S Chicago 
Regional Office to clarify headquarters pohcy concerning the evaluation 
of mental impairments were void because they had not been properly 
published m the Federal Regm The court overturned all benefit 
denials based on the regional pohcy directives and ordered SSA to (1) 
review claims denied on or after March 1, 1981, (2) restore benefits to 
those denied, and (3) determme beneficiaries’ entitlement to retroactive 
benefits 
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In my of New York et al. v. Heckler, 578 F. Supp. 1109 (1984), a U. S. 
District Court found that the basis upon which benefits were denied to 
certain mentally 111 mdivlduals by ss~ from 1978 to 1983 was arbitrary 
and contrary to the Social Security Act and the relevant regulations. In 
particular, the court held that, from 1978 until at least the early month: 
of 1983, SSA engaged in a covert pohcy to deny class members an mdi- 
vidualized assessment of each claimant’s capacity to engage m substan- 
tial gainful activity. The court held that this violated the stnctures of 
the Social Security Act and the regulations enacted thereunder. As a 
result of this decision, SSA was required to review the decisions denying 
or terminating benefits dating back to April 1980, and to redetermine 
eligibility. 

To promote use of uniform standards m disabihty determinations at all 
levels of adjudication and use of public notice, comment, and rulemakin: 
procedures under the Admmlstrative Procedurem Act to develop such 
standards, the Congress enacted Public Law 98-460. But SSA’S ability to 
implement this law without slowing down the entire pohcy unplementa- 
tlon process depends on improving the time it takes to develop and pub- 
lish regulations. 

Problems in Developing 
and Communicating 
Internal Operating 
Instructions 

SSA’S primary vehicle for conveymg program pohcy and procedures for 
admmistermg its programs is the program operations manual system. 
Field office personnel use POMS to determine eligibility for benefits and 
payment amounts. But there are many problems with the POW manual 
and the methods for updating it that adversely affect its usefulness As 
a result, the field office personnel have received internal operating 
instructions that are conflicting, unclear, or incomplete, and in quanta- 
ties that are extremely difficult to manage Furthermore, different 
regional office interpretations may occur because of the large number of 
regional office supplements to either correct or clarify the headquarters 
instructions. Even though there 1s a process to control the issuance of 
regional supplements, the number of these supplements makes control 
difficult. 

The above problems have been caused by a variety of factors, including 

the process for issuing mstructlons, 
lack of managerial support for improving mstructlons, 
frequent turnover m commissioners, and 
fragmented responslblhty for the instructions system. 
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POMS-A Difficult System POMS is a paper reference system that contains about 38,000 pages of 
to Manage instructions Updating the manual is handled by issuance of mserts 

Headquarters mstructions that become permanent additions to POMS are 
prmted on white paper. Other supplements, which are additions to the 
mam body of the mstructions, are printed on different colored paper 
depending on their purpose. POMS is also changed by teletype messages, 
memorandums, regional office supplements, and program circulars 
Users must understand and file these various changes. 

From fiscal year 1983 to 1985, SSA headquarters issued 2,066 permanent 
instructions and 155 program circulars to update or clarify these 
mstructions. In 1985, the regional offices issued 1,694 regional supple- 
ments and 2,529 program circulars to clarify the headquarters mstruc- 
tions or to provide guidance to meet local office needs Currently SSA is 

prmtmg program instructions at an average rate of 4,083 pages per 
month. According to an SSA official, if users m the field office received a 
copy of every page of the mstructional material they needed to doTheir 
Jobs, each would have received about 17,000 pages of instructions m 
1984 

POMS has been a problem smce 1975, as highlighted m internal and 
external studies. Followmg is a summary of the principal findings 

l Five SSA studies from 1975 to 1978 showed that its field staff were 
experiencing problems with POMS For example, instructions were 
unclear and far too apt to change or be totally rescinded almost before 
they could be read. Also, transmittals were received with such fre- 
quency and m such volume that few people were able to keep them filed 
correctly 

l A 1980 SSA study concluded that the real solution to the POMS problem 
was to develop an automated mstruction system, because operating 
manuals quickly became outdated when users did not file the mstruc- 
tions promptly, and processing errors began to occur. 

l GAO informed SSA in a briefing in 1979 and a report in 1982 (GAO:IIKD-~~- 

47, Mar. 19, 1982) that SSA field offices received instructions with such 
frequency and volume that they had problems keeping up with changes 

. In 1983, the Grace Commission stated that there is an obvious risk that 
policy will not be applied consistently and that some transactions will be 
handled under obsolete procedures because POMS is frequently supple- 
mented by other instructions, which are not m the POMS format and do 
not replace pages m POMS. 

l In 1983, Deloitte, Haskms and Sells found POMS to be very cumbersome, 
poorly indexed, and confusmg. 
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l An SSA study u-r 1984 found that field offices still complained about the 
number of mstructions, the time it takes to issue them, the poor organ1 
zation of POMS, excessive regional office instructions to correct or clarif 
headquarters instructions, printing errors, and incomplete, inadequate 
and generally outdated indexes 

SSA’s Efforts to Improve 
POMS 

. 

. 

. 

ss~ has taken several actions since 1978 to improve the instructions 
system. In 1978, it began to consolidate over 230 different mstruction 
manuals into one unified manual-PoMs. While the maJority of manual? 
were converted into the POMS format by 1981, some 5,600 pages (about 
15 percent) were not incorporated until 1986. 

In 1980, .%A implemented a tracking system to establish a more disci- 
plined process for issuing policy and procedural changes. This process 
was abandoned m 1984, however, because it proved too burdensome to 
use. Also in 1980, ss~ established a review process by which each maJo 
headquarters operating component and selected regional offices were 
given the opportunity to review proposed instructions for clarity, mten 
effect on work, and training needs. According to SSA, this process has 
been unsatisfactory because user feedback is received too late to chang 
instructions before publication. 

The most recent effort to improve POMS, which began m March 1984, 
included the followmg uutiatives: 

Establishing an SSA component with the responsibility for managing the 
instructions process. 
Establishing content standards for POMS. 

Developing a production schedule for POMS issuances. 
Developing a comprehensive and standard mdex for POMS. 

Improving production and distribution methods. 
Determming the appropriate orgamzation, format, and writing style am 
quality for the mstructions. 
Determmmg the best way to make instructions available and accessible 
to field offices. 
Determinmg how to promote the effective use of POMS. 

There is little consensus regarding what 1s causing SSA’S difficulties m 
fully resolving POMS problems. Some officials attribute the problems to 
the skill level of users and the lack of adequate training. Others believe 
field office managers do not put enough emphasis on managing POMS 
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updates. Furthermore, a difference of opinion exists among SSA’S offi- 
cials as to whether POMS should provide a “cookbook” solution for any 
situation that needs adjudication or be less specific and allow for 
judgment. 

While many factors undoubtedly contribute to the problems, it appears 
that the lack of sustained top management attention and the absence of 
a central focal point for managing the entire POMS process are at the 
heart of the dilemma. No one official has been given the responsibility 
for overseeing and coordinating the various components mvolved in the 
process. About 10 different components are involved in writing, pub- 
lishing, and distributing POMS, with more than 800 writers of POMS 

instructions from the policy offices, the Office of Systems, and on occa- 
sion the field offices. In addition, there have been numerous starts and 
stops as commissioners have changed. An official involved in the most 
recent effort to improve the instructions stated that POMS was nevey_ 
given the management attention it deserved until former Acting Com- 
missioner McSteen made it a major initiative. 

Users Still Burdened 
Despite Actions Taken 

Despite s&4’s efforts to improve POMS, over half of SSA'S employees 
responding to our questionnaire reported various problems with POMS, as 
table 10 2 shows. 

Table 10.2: Percent of SSA Employees 
Citing Problems With POMS 

POMS problem areas 

Percent who 
view area as 

a problem 
Too frequent changes 72 

Unclear. Inconsistent. ambiauous Instructions 74 

Chanaes that rewire supdements 81 

Instructions not on time 

Too much matenal to manaae and imdement 

52 

75 

Also, a majority of district and branch office managers did not see much 
improvement m the understandabihty, timeliness, or usefulness of the 
POMS over the last 2 years, as table 10 3 shows. 
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Table 10.3: POMS Improvement Over 
Last 2 Years as Seen by Dishct/Branch Degree of tmprovement in POMS 
Office Managers Some, little Great ( 

improvements or none Moderate very grel 
Understandabhty 58 26 

Tlmehness 53 28 

Usefulness 59 25 

External and Internal ss~ is often unable to adequately automate new legislated program 

Factors Hinder 
Automation of 
Program Changes 

changes by their effective dates. Such dates often present unrealistic 
tune frames to develop or modify ADP systems. Therefore, SSA frequentl, 
relies on manual processmg, which is costly and error-prone, until the 
systems modifications can be made. 

Also, shortcuts frequently have been taken to speed up the process. 
These have resulted in system designs that are error prone anhrequire 
manual intervention and are more difficult to maintain and modify. In 
addition, the Office of Systems does not have enough experienced staff 
to perform the work needed to implement new legislation, maintain 
existing operations, and work on systems modernization. This is due to 
problems in both hiring and retaining highly qualified ADP personnel. 

SSA recently has made some progress in improving its ADP software and 
overcoming personnel limitations that prevent timely and efficient auto 
mation of new statutory requirements. Computer programs are more 
readable and understandable, and there has been an increase in the 
numbers of skilled and tramed ADP personnel. Real improvement will no 
be achieved, however, until .%A completes its software documentation 
standards, makes additional software improvements, and modernizes 
the computer system. Until then, SSA is still partially dependent on the 
knowledge of programmers of its existing systems to make the neces- 
sary modifications to automate new legislation. Therefore, effective 
dates for legislation need to consider W’S personnel and software limi- 
tations. Adequate time should be provided to design, program, and vah- 
date the software to avoid error and the need to rely on manual 
processing. 

Effective Dates Present 
Unrealistic Deadlines for 
Automation 

Since 1980 effective dates for legislatively mandated changes have 
ranged from no days to 32 months. The Congress often sets effective 
dates to achieve budget savings and to meet other policy objectives ever 
though %A asks for more time to facilitate proper systems development. 
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Of the 43 legislative provisions requiring automation, 29 had an effec- 
tive date of 6 months or less and 19 provisions had an effective date of 2 
months or less. This was not enough time to make the necessary modifi- 
cations to the computer systems, as table 10.4 shows. 

Table 10.4: ProwsIons Automated by 
Effective Dates 

Public Law (enactment date) 
96-265(June 1980) 

Prowsions 
Number of ProvIsIons not 
provisrons automated automated 

requmng by effective by effective 
automation date date 

14 1 13 

97-35(Auq 1981) 13 3 10 

98-21 (ApT 1983) 11 3 8 

98-460 (Ott 19841 5 1 4 

Three examples of situations in which SSA was unable to promptly or 
effectively automate legislative program changes follow. 

l SSA had to delay implementation of the provision m Public Law 98-21 
that entitled divorced spouses to certain benefits for several months 
beyond the effective date to complete software development, After the 
change was implemented, a software problem created overpayments. 
Additional software improvements were still needed as of the summer 
of 1986 to enable SSA systems to compute and apply partial offsets due 
to the beneficiary’s earnings. This computation had to be performed 
manually. 

l SSA installed a semiautomated process to implement a provision m the 
Disabihty Amendments of 1980 requiring that disability benefits be 
offset by SSI benefits This meant that the universe of claims had to be 
manually calculated These workloads were labor-intensive and error- 
prone. Each case required about 2 hours of manual effort to process, 
including about 1 hour to perform the offset calculation 

l The rounding of social security benefits to the lower whole dollar, a pro- 
vision m Public Law 97-35, which had an 18-day effective date, could 
not be implemented by any means for 9 months because no manual pro- 
cess was feasible. Modifications had to be made to all title II automated 
operations, including mltial claims, post-entitlement, and interface pro- 
grams with the SSI and RRB computer systems The Office of Systems had 
to perform systems analysis, programmmg, testing, and validation for 
more than 40 specifications. 

The difficulty SSA had m automating the above provisions are not new to 
the agency or unique to those provisions. SSA has had similar problems 
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since 1974 and will continue to do so until the major aspects of SMP wit 
respect to software documentation are completed This will facilitate 
time-efficient implementation of new statutory requirements. In the 
meantime, legislation enacted m late 1986 affecting the SSI and Black 
Lung Programs and legislation on immigration reform and requiring the 
enumeration of children among numerous other changes, may, accordir 
to %A, have mador effects on its ADP systems operations. Although the 
precise effect will not be known until SSA completes detailed implemen- 
tation planning, SSA expects to phase in automation of some of these pr 
visions and to rely on manual processes in the interim to achieve 
implementation by the effective dates. Also, SSA estimates that imple- 
mentation of legislation on immigration, enumeration of children, and 
the federal employees’ retirement system is expected to require several 
thousand work-years by the field offices This may cause those offices 
to delay processing other workloads. 

Orderly Change Process 
Disrupted 

Automation of legislated program changes at SSA is a complex process 
requiring a structured sequence of events ranging from translation of 
legislative provisions into program policies to testing and validation of 
software modified or developed to implement the change. Disruptions 1; 
the process associated with short effective dates have caused delays, 
error-prone software, and mefficiencies. 

The first step m automating legislative changes is translatmg the law 
mto program pohcy, which forms the basis for systems analysis, soft- 
ware design and development. When legislation has short effective 
dates, the Office of Systems begins its work based on oral, informal 
statements of pohcy rather than waiting for a formal statement. When 
SSA issues final operating instructions that differ from the initial 
informal policy statements, Systems must redo its completed software 
development work. This situation occurred, for instance, durmg SSA’S 
efforts to implement the SSI offset provision m Public Law 96-265. Of tl- 
43 systems specifications developed, 9 had to be revised and 4 added 
due to changes m policies. 

A related problem involves delays in resolving policy issues, which mus 
be done before Systems can complete automatron. In the case of the SSI 

offset provision, 33 policy issues delayed the final development of the 
ADP systems requirements and specifications, which contributed to 
delays m automation of the change 
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Another critical step in effectively automating legislative changes is 
testmg and validatmg software. Short effective dates, together with 
delays m policy resolution and other steps, have compressed the time 
available for testing and validation, resulting m shortcuts u-t this area. 
For example, .%A officials acknowledged that only about 25 percent of 
the 28 provisions m the Disability Amendments of 1980 and the Budget 
Reconciliation Act of 198 1 were fully validated before implementation. 

Software Condition Impedes To speed up automation of legislated program changes in previous 
Automation of Program years, SSA took several software development shortcuts. These included 

Changes “patching” existing software rather than developing new software, 
inadequately documenting software changes, and mcompletely testing 
and validating software changes. Over the years, these shortcuts con- 
tinued, leading to the undocumented, outdated, and inefficient condition 
of much of SSA’S software today. This software is difficult to maintam 
and modify, makmg it even more difficult to implement legislative 
changes quickly and effectively. 

Lack of Sufficient 
Technically Skilled Staff 

In some instances, automation has been delayed due to a scarcity of 
expenenced Systems resources. Because of the complexity of SSA’S soft- 
ware, it relies heavily on mdividuals who are familiar with various pro- 
gram aspects. These experts have been expected to both maintain 
ongoing operations and to modify systems to automate legislated 
changes In the past, SSA has experienced situations in which the same 
experts were needed to maintain existing systems as well as modify 
software to implement multiple legislated program changes. As could be 
expected, delays resulted when they could not get all the work com- 
pleted quickly 

We have reported on three different occasions about ss~‘s difficulty m 
recruiting and retaining skilled ADP personnel, especially programmers 
and software analysts. The current status of this problem is discussed 
on pages 150 to 154 Further comphcatmg this staffing problem is the 
fact that even if SSA were able to hire or tram personnel to perform the 
functions of automating new legislation, it would be difficult for them to 
do so quickly because of the condition of much of SSA'S software. 

Conclusions SSA needs to emphasize use of its new regulations development process 
m order to mnumize the time it takes to develop and clear regulations 
This would increase the likelihood that operating mstructions would 
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conform with regulations and could also help reduce adverse court 
actions. In addition, we believe SSA should systematically evaluate 
whether the new process is reducing the time it takes to complete 
regulations. 

Despite various attempts and improvements in some areas, FAA has not 
made substantial progress in resolving its problems with operatrng 
mstructions. Operations personnel who have to rely on them to aclludi- 
cate claims and process related transactions continue to find them diffi 
cult to use and manage. SSA personnel involved m addressing these 
difficulties have differing views on causes of and solutions to the 
problem We did not do an in-depth evaluation of POMS, and therefore a~ 
not in a position to recommend specific solutions. We believe, however, 
that .%A needs to get a better understanding of the causes of the probler 
and nutiate corrective action. 

The undocumented condition of much of SSA’S computer software and it 
shortage of experienced personnel make it difficult to properly auto- 
mate legislative program changes quickly. Laws with short effective 
dates make it even more difficult for SSA to automate the required 
changes, resulting m less efficient and more error-prone manual 
processing and, in many mstances, poor quality service to the public. 
Service to the public could be improved and SSA’S resources could be 
more efficiently used if SSA were given sufficient time to properly auto- 
mate legislative changes. 

Recommendations to We recommend that the commissioner 

the Commissioner l through SES contracts, hold appropriate managers mvolved in the regu- 
lation development process accountable for complying with the new 
rulemaking procedures; 

l periodically evaluate whether the new process is reducing the time it 
takes to finalize regulations and implement further improvements if 
warranted; 

l identify underlying causes of the POMS problems, develop specific plans 
for correcting them, and through SES contracts and merit pay plans, hok 
managers accountable for implementing agreed upon actions; and 

l periodically survey operating personnel to determine the extent to 
which improvements m POMS have been effective. 
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Recommendation to the We recommend that the Congress consult with SSA on the time needed to 

Congress 
automate legislative requirements promptly, efficiently, and effectively 
and consider the mformatlon provided by SSA in establishing effective 
dates. 
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Several problems have hindered SSA'S ability to manage and control 
operations, measure and improve performance, increase productivity, 
and modernize its computer systems. Top management attention is 
needed to gain control over these areas 

The quality and timeliness of SSA'S service to the public depend largely 
on how well its computer systems operate While SSA has made some 
progress m modermzmg its systems, there has been limited progress in 
critical area-software improvement. The lack of progress m this area 
can be attributed, m part, to inadequate managerial and technical con- 
trol, an inadequate decision-making process, lack of adherence to soft- 
ware development standards, msufficlent proJect tracking and 
mtegration mechamsms, and msufficient technical leadership and 
skilled personnel These conditions have impan-ed SSA’S ability to mod- 
ernize its computer systems while adequately mamtaming its current 
system. 

The lack of sufficient and timely management mformation makes it dif- 
ficult to manage and control operations. Despite SSA’S efforts to improvt 
this problem, more needs to be done. Managers are still concerned aboui 
the lack of sufficient and timely performance measures, excessive 
manual compilation of mformation, and msufficlent data to manage 
workloads and resources and to determine the achievement of desired 
results. Current efforts to address this problem should help but may fal 
short due to the lack of (1) a management information policy, (2) 
common performance standards and measures for many workloads and 
services, (3) progress m data base improvement, (4) progress m com- 
pleting the requirements for the new computer system, and (5) effectlvc 
coordmation of component review and evaluation activities. 

ss~ has not devoted sufficient attention to improving its operational eff 
ciency It has been reluctant to establish performance goals or expecta- 
tions for efficiency, seldom holding managers accountable for poor 
performance in this area. Analysis of SSA’S data shows declining effi- 
ciency in some mador operational areas, as well as substantial vanatlom 
m efficiency among and wlthm similar components Emphasis on opera- 
tional efficiency or cost reduction is not strongly embedded m SSA’S orga 
nizational culture 

Although SSA has performed well m providmg timely and accurate ben- 
efit payments primarily on mltial claims and courteous service to ch- 
ents, it has not done as well m processing such post-entitlement 
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actlvitres as issuing clear notices and making address changes. Assess- 
ment of SSA’S overall performance is hampered by the lack of perform- 
ance standards or measurable goals in many areas and the absence of 
good measures of performance in others. Further, SSA has not systematl- 
tally measured its performance m several key areas, particularly with 
respect to accuracy and timeliness for many post-entitlement events 
These shortcommgs hmrt measurement of operational performance, 
gauging progress toward goal attainment, identification of emerging 
problems, and assessment of the potential effect of staff reductions on 
service to the public. 

SSA has recognized many of these problems and initiated action, through 
former Acting Commissioner McSteen’s u-utlatrves or by other means, to 
address them. Progress has been slow, however, and the problems have 
persisted. Conumssloner Hardy has acted to focus top management’s 
attention on them by Including corrective actions for many, as ObJectives 
m her operational tracking system. For example, she has initiated - 
efforts to (1) Improve the management of the Office of Systems and to 
increase management control over SSA'S systems modermzatlon efforts; 
(2) improve operational efficiency and service delivery, mcludmg rssu- 
ante of clearer notices to the public; and (3) contmued efforts to 
improve management information. 

Additional actions that Commissioner Hardy has agreed to take include: 

. Establishing performance benchmarks for important services SA pro- 
vides, providmg for adequate, timely, and efficiently produced manage- 
ment information to measure performance; and holdmg managers 
accountable for results. 

l Instilling a greater concern for cost and efficiency into SSA'S culture 
without dlmimshmg the orgamzatlon’s strong commitment to providing 
high-quality service to the public 

Page 133 GAO/HRD-87-39 SSA Management Review 



Chapter 11 

Improve Management and Technical Control 
Over ADP 

During the 1970’s, SSA experienced many computer system problems 
that resulted in decbning service to the public. The problems reached 
crisis proportions by 1982, wht :I SSA began a comprehensive program tc 
upgrade and modernize its entire ADP operation. This was a 5-year 
(1982-87) Systems Modernization Plan, estimated to cost about $479 
million. Since then, SMP'S estimated costs have increased to about $643 
million through 1988. Although many additional activities will extend 
beyond 1988, SSA has not yet estimated their costs. 

Management controls are essential for controllmg a program the size of 
SMP from concept definition through implementation. Management con- 
trols are the means by which all the activities involved m planning, 
designmg, developing, testing, implementing, and integrating are unified 
into a program that will support SSA’S mission. We found that SSA’S man- 
agement controls over its ADP activities, including SMP, needed to be 
strengthened. Specifically, SSA should: 

l Develop SMP under the guidance of an agency-wide, long-range opera- 
tional plan. Because ss~ does not have such a plan, the Office of Systems 
and users must make assumptions about the nature of future SSA opera- 
tions. Such assumptions significantly affect how SSA will deliver ser- 
vices, thereby diminishing top management’s ability to chart how the 
agency will do business in the future. In September 1986, SSA estabhshec 
a long-range planning process. (See ch. 8.) 

l Develop and follow a logical, comprehensive decision-making process so 
that critical and costly decisions involvmg the modernization effort are 
made with adequate analyses and Justifications. Critical decisions have 
been made without adequate analyses. 

l Properly control and integrate the hundreds of mdividual proJects 
involved m this modernization effort to provide accurate management 
information and clear management accountability over SMP proJects. 

. Complete development of and enforce computer software standards 
Because SSA has been slow m completmg and enforcing a software stan- 
dards program, some software proJects have been delayed and addi- 
tional costs have been mcurred. Historically, mcomplete standards and 
inadequate enforcement resulted in software that is error-prone and dif- 
ficult to maintain. 

l Address personnel problems, particularly obtaining necessary technical 
leadership m the Office of Systems and qualified ADP personnel m sufh- 
cient numbers-either in-house or by contract-to carry out the mod- 
ernization effort and adequately maintain the current systems 
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Origin and Status of 
SSA’s Program to 
Modernize Its ADP 
Operations 

SSA uses automated systems to carry out most of its basic activities, such 
as mamtammg almost 280 million social security earmngs records, 
issuing social security numbers, and providing information to the 
Department of the Treasury to pay social security benefits It also mam- 
tams a nationwide telecommumcations network to exchange data 
between field offices, PSCs, and headquarters SSA employed about 3,200 
personnel in its Office of Systems at a cost of almost $119 million in 
fiscal year 1986 to operate, maintain, and modernize these systems. SSA 

also budgeted about $282 million for fiscal year 1988 obhgatlons for ADP 

and teiecommumcations equipment acquisition, supplies, and contrac- 
tual services. 

The quality and timeliness of SSA'S service to the public depend largely 
on how well its ADP systems operate. Smce the 1970’s, SSA has expe- 
rienced recurring systems inefficiencies and problems. Although it has 
attempted to upgrade its equipment and modernize its systems, until 
1982 these efforts have either failed, resulted in limited lmprovem&ts, 
or were abandoned or redirected as commissioners changed. 

By 1982, the systems were obsolete, difficult to maintain, experiencing 
backlogs, and vulnerable to failure. The result was poor service to the 
public-slow issuance of social security cards, confusmg notices, and 
inaccurate or delayed payments In 1982, SSA mltiated SMP to “restore 
excellence” in its ADP systems This comprehensive plan encompassed 
improvements m software, equipment, and personnel trammg. The plan 
consisted of four programs-software engineering (development of new 
computer software), data base integration, data commumcations, and 
computer capacity upgrade. It focused on improving the agency’s soft- 
ware-computer programs that determine mdlviduals’ ellgibihty for 
benefits, compute the payment, send notices to beneficiaries, and keep 
track of changes to the beneficiaries’ record, among other things. The 
plan recognized the historical problems m developmg, maintaining, and 
managing SSA’S software without appropriate standards and emphasized 
the critical need to improve its performance m this area Since 1982, ss~ 
has added two programs to the original plan- admmlstratlve manage- 
ment information and engineering (development of management mfor- 
mation systems), and systems operation management. 

SMP improvements were to take place over a 5-year period (1982-87) at 
an estimated cost of $479 million. SSA currently prolects SMP costs 
through fiscal year 1988 to be about $643 million, which includes 
improvements m additional areas. SSA stated that it was not possible to 
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project costs accurately beyond 2 years into the future because of the 
budget cycle. 

Although SMP'S software progress has been slow, the modermzation 
effort has yielded many improvements that have saved time and labor 
and contributed to better service to the public. For example, conversion 
of files from tape to disk and development of new software to collect 
beneficiary claims mformation have provided field office employees 
with on-brie information that has enhanced the untial claims process. 
Software improvements to SSA’S enumeration system, which assigns 
social security numbers, has resulted in quicker issuance of social 
security cards SSA has also implemented a new system to make fast pay 
ments in emergency situations. Further, according to SSA, it has 
mcreased the automation of transactions through its Annual Earnings 
Recomputation Operations from 57 percent for 1979 to 72 percent for 
1984 due to software improvements. 

While these improvements have helped, the existing systems’ environ- 
ment still has many technical limitations and mefficiencies that impedec 
improvements m the quality of services to the public and efficiency of 
computer operations For example. 

l In 1985, about 6 million transactions were manually processed. Also, it 
often takes a year or more and much manual effort to resolve and cor- 
rect inaccurate earnings records. 

. Almost all of SSA’S district office workload data (49 of 59 workload cate- 
gories) and much other needed management information must be manu- 
ally counted and tabulated by field office personnel. 

l SSA is often unable to process requests for address changes m a timely 
manner (see p. 192) or to improve its ability to respond to legislative 
changes. This results m less efficient and more error-prone manual 
processing. SSA began a proJect m May 1985 to improve its capability to 
process address changes and expects to complete work in late 1987. 

l Much of the software is inefficient with redundant edits and processing 
routines. SSA still has two separate software systems that provide pay- 
ment data for the same beneficiary. This increases maintenance costs, 
computer exceptions, and manual processing. SSA planned to correct this 
m the early 1980’s, but dropped the plan because it believed lmprove- 
ments would result from the 1982 SMP. In April 1985 SSA initiated a pro- 
Ject to correct this problem and expects to complete work in May 1987. 

. Finally, limitations m software applicatrons and data systems produce 
many confusing or mcorrect notices to the beneficiaries. Poor quality 
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public service results. Also many notices still have to be generated man- 
ually by F&A field office staff. 

In September 1985, we reported’ that SSA had not followed its nntlal 
plan for upgrading its software systems. We stated that this may result 
m SSA not achlevmg a modernized system-leaving its software m much 
the same condition as it was in 1982. The plan called for first developing 
a Software Engineering Technology (SET),* improving its existing soft- 
ware, and redesigning its systems. Instead, SSA began redesigning its sys- 
tems before completing the mltlal two steps. We also found that early 
attempts to improve software failed because of inadequate software 
documentation. In addition, insufficient top management attention, 
staffing constraints, organizational changes, and frequent changes in 
SMP'S direction hindered progress. 

HHS'S inspector general and GSA have also expressed considerable con- 
cern over SSA'S problems in improving software. In his semmnnual - 
report for the period October 1985 to March 1986, the inspector general 
summarized a number of problems, such as lack of clear goals and 
changes m management or the organization that have caused and con- 
tinue to cause problems. In commenting on SSA’S April 1986 semiannual 
briefing on SMP, GSA stated that ss~ has not shown a lot of progress in the 
software area, citing its inability to follow a consistent course of action 
as the main problem. GSA made a similar comment on SSA’S lack of suffi- 
cient progress in improvmg its automated data base. 

Systems Modernization A comprehensive, long-range, agency-wide operational plan is critical to 

Proceeds Without 
effective ADP planning A long-range operational plan sets forth service 
delivery goals, service delivery approaches, and the desired orgamza- 

Benefits of Agency 
Operational Plan 

tional arrangements Together, these provide the framework for a long- 
range ADP strategy. We have recommended that SSA develop a long-range 
plan m several of our previous reports Specrfrcally, m September 1979 
we recommended3 that SSA assign responsibility for formulating and 

‘!+xlal Secunty Adnumstration’s Computer Systems Modemizatlon Effort May Not Achlel e Planned 
mectlves (GAOilMTEC-85-16, Sept 30. 1985) 

2The SET proJect mvolved two tasks developmg a manual contaming software standards to formalize 
the most productive and efficient systems development and programmmg methods and esttabhshmg d 
quality-control mechamsm to ensure that SSA adheres to these standards 

%oclal Secunty Adnumstratlon Needs To Contmue Comprehenslve Long-Range Plannmg (GAO’IiRD- -~ 
79-l 18. sept 20. 1979) 
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implementing comprehensive long-range plans to a separate orgamza- 
tion reporting directly to the commissioner. While acknowledging the 
need for such plannmg, ss~ said that the agency would accomplish it 
through existing organizations. 

However, SSA has yet to develop a comprehensive, long-range opera- 
tional plan. According to SSA’S systems officials, they must make 
assumptions and decisions that affect SSA operations in their entirety. 
These officials expressed concern as to whether SMP will be consistent 
with SSA’S future needs and be able to avoid wasting time and money. CC.%! 
semor ADP managers told us that the lack of an agency-wide, long-range 
plan delayed ADP decisions. One official said that without an operational 
plan with specific direction, Systems is having a “high level” conflict in 
strikmg a balance between redesigning a new system under SMP and 
improving the existing ones. For example, staffing resources have been 
transferred from improving the existing systems to redesigning-a new 
system. According to Systems’ officials, proper maintenance and 
improvements of the existing systems are especially important because 
ss~ has to depend on the existing systems with their limitations until 
they are corrected or the new system is fully operational. 

In addition, uncertainties about the future and the lack of a long-term 
operational plan have impeded and could continue to impede SMP’S 

implementation For example. 

. After much planning and work, the annual wage reporting redesign pro- 
Ject was canceled, primarily to save costs. However, another reason was 
future uncertainties about where and how the data would be processed. 

l If SSA should decide to move toward a distributed data processing envi- 
ronment (geographically disbursmg computer processing capability) or 
folderless processing (processmg transactions without reliance on paper 
folders), changes to its new system design or configuration would be 
required. These options were recommended by the deputy commissioner 
for operations in his November 1985 strategic plan for post-entitlement 
processes SSA is considering these options. 

. An agency official said that it is difficult to prepare functional require- 
ments for a new system without detailed requirements on the response 
time users need from the system. Another Systems’ official said that 
without a long-range operational plan, it is difficult to efficiently design 
a new computer system because specific changes to the current way of 
doing business have not been identified. 
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Inadequate ADP 
Decision Process 

As previously discussed (see ch. 7), SSA lacked a formal, structured deci- 
slon-making process that required agency decisions, including those 
involving ADP, to be based on adequate analyses and justifications; 
appropriate internal and external views to be considered, and decisions 
to be communicated to affected persons. This problem was particularly 
critical in the ADP area because the quality and timeliness of SSA’S service 
to the public depend largely on how well its ADP systems operate and 
because of the large sums at stake-over $600 mllhon Similar to ss~ 
overall, the Office of Systems lacks an adequate decision-making 
process. 

Because of the technical nature of ADP decisions, they require conwder- 
able analyses. Federal procurement regulations require that the need for 
data processing resources be supported by an analysis that mcludes 
functional requirements -the users’ stated maJor performance objec- 
tives of a system’s software- workload projections, analysis of alterna- 
tives to satisfying requirements, and the cost and benefits of - 
alternatives. The decision-making process should also consider the 
effects on the agency’s ability to achieve its mission and the impact that 
the decision will have on other agency programs 

We have previously found deficiencies m SSA’S systems acquisltlon decl- 
sions. In July 1982, SSA merged key procurement functions of speciflca- 
tlons development and review mto one office within the Office of 
Systems. Thus, the same office that generated data communications 
specifications also reviewed these specifications for technical adequacy 
and cost effectiveness. In our July 9, 1984, report,4 we found deficlen- 
ties in procurement practices, including the above weaknesses m orgam- 
zational internal controls. To correct this control problem, ss~ 
established a group m the Office of Systems to review procurements 
that was separate from the staff developing systems specifications 
Despite this new group, ss~ has continued to make some key ADP decl- 
sions without the benefit of full analysis. In our opinion, the location of 
this review group in the Office of Systems makes it difficult for it to 
provide independent and ObJective assessments and diminishes its effec- 
tiveness as an internal control procedure. 

4SSA Data Commuruca~ons Contracts wth Paradyne Corporation Demonstrate The Need for 
mroved Management Controls (GAO/IMTEX-84-15, July 9, 1984) 
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Proposed Large-Scale Through May 1987, SSA plans to award contracts5 totaling $190 million 

Acquisition Without Proper to replace and substantially expand (1) the current data commumca- 

Analyses or Testing tions network, (2) the number of data commumcations terminals m 
Social Security’s field locations from about 4,000 to as many as 39,200, 
and (3) the main computers servicing terminals at the SSA central com- 
puter facility Although these are costly and significant decisions, .%A 

did not perform adequate analysis during its decision-making process a 
required by federal regulations (Federal Information Resources Manage 
ment Regulation, Part 210-30). 

In our August 1986 report6 to the Chairman, House Committee on Gov- 
ernment Operations, we pointed out that SSA did not. 

l Identify and document the potential mission benefits that would accrue 
from the acquisitions. 

l Sufficiently complete functional requirements for the system mmpo- 
nents and validate them with users before selecting an ADP system. SSA 
had only completed the functional requirements for processing u-utial 
claims data for the Retirement, Survivors, and Disabihty Insurance 
program. 

l Prepare a complete cost-benefit analysis. For example, analysis for the 
data network was limited to costs and did not consider benefits, such as 
satisfying mission needs or improving service to the public. 

. Adequately analyze the operational and economic feasibility of alterna- 
tive solutions before proceeding with system procurements. As a result, 
SSA lacked a complete understanding of whether its chosen approaches 
to the data network and mam computer procurements were the most 
effective and least costly. 

SSA was also planning to mstall new computer termmals nationwide 
before performmg an overall test of all system components. In our 
August 1986 report, we recommended that ss~ scale down its planned 
procurements to support the full installation of equipment only at its 20 
pilot offices in order for SSA to adequately assess its needs. 

50n September 24, 1986, SSA awarded its first mqor contract under this plan to InternatIonal BUSI- 
ness Machme Corporation for 2,805 controllers, 22,892 computer ternunals urlth modems and col- 
lector circuits, and ‘i,359 pnnters, for a contract pnce of about $40 mllllon for the first year and a 
total cost of about $138 nulllon 

%SA Should Lunlt ADP Procurement Until Further Testmg Is Performed (GAO/IMTEC-86-31, Aug 
1986) 
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Another concern expressed by key agency officials is the lack of auto- 
mated backup for its new claims and post-entitlement system. SSA cur- 
rently plans to install and operate its new system without deciding how 
to provide sufficient backup computer capability m the event of a par- 
tial or total system malfunction due to software or hardware problems. 
Although at various times over the last decade ss~ has considered a dis- 
tributed data processmg environment to provide backup capabihties, as 
of December 1986, SSA had not decided on this option SSA is, however, 
analyzmg the distributed data processmg option 

Resources Shifted From 
Existing to New System 

In April 1986, SSA decided to shift 61 of its ADP staff to the moderniza- 
tion effort. Although the number of staff transferred is not substantial, 
according to systems officials, many of the 61 were Systems’ more expe- 
rienced staff. SSA identified about 20 systems improvement proJects that 
either (1) had to be reduced in scope, (2) would experience delays in_ 
completion, or (3) could not be done as a result of this shift of expe- 
rienced staff In addition, key ss~ officials have expressed concern about 
CBA’S future ability to correct problems m its existing system as a result 
of the shift in or shortages of skilled staff to work on the existing 
system. 

According to the former acting deputy commissioner for systems, the 
need to complete its claims modernization mltiative, the desire to install 
new termmals m all field offices, and the need to fully use its new com- 
puter equipment were maJor reasons for the decision. This decision was 
based largely on an oral briefing by Office of Systems personnel before 
the former acting commissioner and members of SSA’S executive staff in 
which limited data on various options for resource use was presented 
As pointed out m our August 1986 report, however, ss~ did not perform 
adequate analysis when deciding to procure its new terminals and com- 
puter equipment. Further, SSA'S former acting deputy commissioner for 
systems told us that although the general adverse effects (limited ability 
to mamtam and improve current ADP operations and effects on currently 
planned ADP proJects) were discussed, no detailed analyses of opera- 
tional efficiency or service delivery were performed. According to Sys- 
tems’ officials, proper maintenance and improvement of the existmg 
software are especially important because SSA'S strategy involves 
phasing m its new system. This means that SSA will be dependent on its 
existing systems with their limitations until they are corrected or the 
new system is fully operational. 
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The ramifications of shifting ADP staff are particularly important 
because of the adverse effects it may have on SSA’S operational effi- 
ciency and effectiveness until SSA’S new system is fully operational. Th 
is not likely to occur for several years because the new systems design 
has experienced delays. For example, in 1983 SSA estimated it would 
complete the functional requirements of the redesigned computer 
system by the end of 1985. But by 1985 this date slipped to December 
1986. SSA’S current estimated completion date for a large portion of the 
functional requirements is January 1988. Also, after ss~ completes the 
functional requirements, the design, testing, and implementation will rt 
be completed until some time in the 1990’s. This will result m delaying 
improvements to its existing post-entitlement system, which is viewed 
by its senior executives as having SSA’S single greatest need for system: 
modernization. As previously noted, this system still has many technm 
limitations that require manual processing. 

Slow Progress in In 1982, !%A recognized the complexity of SMP and how essential it was 

Effectively Controlling 
monitor, control, and coordinate about 200 SMP and related projects. ssp 
planned to use several approaches to control and integrate the projects 

Its Systems Projects mcluding (1) engaging a contractor to plan and manage the integration 
of the various SMP projects, (2) using existing management information 
systems to track progress and costs, and (3) developing a new auto- 
mated project management system. However, to a large extent, these 
efforts have resulted in a limited ability to effectively track and contra 
SMP progress. In our opinion, SSA’S slow progress in this area stems 
largely from insufficient effort to hold Systems’ managers accountable 
for SMP progress. In addition, frequent changes in SSA’S and Systems’ 
leadership, which resulted in frequent shifts in direction, further com- 
plicated accountability. 

To compensate for internal staffing shortages, SSA diverted the con- 
tractor from project management and integration support mto tasks 
involving software development during the first 2 years of the contract 
awarded December 8, 1982. Although SSA redirected the contractor to 
perform integration plans in October 1984, as of August 1986, the con- 
tractor had a completed plan for only 3 of the 13 major SMP software 
projects. Plans for the remaining 10 projects were scheduled to be com- 
pleted several months later. Lack of proper integration can cause signif 
cant problems in effectively implementing SMP. For example, SSA has no 
yet developed detailed plans for mtegrating its new National Debt Man- 
agement System with its existing system or other elements of its new 
system, nor has it considered how to convert data on debt from the 
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exlstmg to the new system. Systems’ offlclals have expressed maJor con- 
cerns about the delays and lmplementatlon problems that could result if 
these issues are not adequately addressed. 

SSA has frequently changed proJect strategies, approaches, mrlestones, 
and scope. The frequent changes have made it difficult for SSA officials 
as well as other groups, such as GSA, to track SMP progress. A GSA official 
who monitors SMP progress has expressed considerable dlssatlsfactlon 
with SSA’S mabllrty to follow a consistent course of action and accurately 
depict SMP status. For example, following an April 1986 briefing, the GSA 

official reported that in many cases SSA incorrectly described SMP status, 
and because so many software engineering proJects either had changed 
dramatically or had been canceled, it was difficult to determine the SMP 

status. According to SSA officials, changes have occurred for a variety of 
reasons including initial underestimates of the size or complexity of 
proJects, changes m leadership, and the reluctance in some instancezto 
show schedule slippages because SSA managers wanted to meet estab- 
lished milestones. Managers went on to say, however, that often unreal- 
istic milestones, rather than well thought out and analyzed integration 
plans, may drive SMP 

As of November 1986, ss~ had not developed or mstltuted a consolidated 
automated proJect management system, but rather had three systems- 
the Management Support System, the Resource Accounting System, and 
the Procurement Requlsltlons Management Information System These 
systems have limited capablhties and result m inefficient and frag- 
mented project control. According to Systems’ officials, the data from 
these three systems must be manually aggregated to get a broad picture 
of SMP status In 1982, ss~ planned to develop an automated system to 
provide up-to-date status on all SMP proJects and directed its integration 
contractor to develop such a system. Although the contractor delivered 
the requested operational software, ss~ did not use it because the system 
was too labor intensive. Lacking an automated system, SSA continues to 
rely on the three separate systems. 

For the short-term, ss~ plans to combme the activities of the Resource 
Accounting System and the Procurement Requisitions Management 
Information System into an enhanced Management Support System. 
This short-term solution is scheduled to be operational m 1987. For the 
long-term, SSA plans to develop a new automated system that will pro- 
vide integrated program management and project control for staffing, 
procurement, and budget activities. If SSA contracts for this system, the 
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award is not expected to be made until August of 1987, with implemen 
tation 6 to 9 months later. 

Completion and 
Effective Enforcement 
of Standards for 
Systems Development 
Keeded 

SSA recognized the need to follow a standard approach to develop and 
maintain software As a result, it established a SET project m 1982 as 
part of SMP to (1) develop a software standards manual to formalize thf 
most productive and efficient systems development and maintenance 
methods and (2) establish a quality assurance mechanism to ensure tha 
new software adhered to such standards. However, %A has not com- 
pleted this manual and has been slow m developing and implementmg 
quality assurance mechanisms. This is primarily because of inadequate 
management attention and resources for this project in SMP'S initial 
years. This has contributed to delays in software projects, additional 
costs, and SSA’S vulnerability to the same types of software problems- 
error-prone and difficult to modify-that it has experienced m the pas 

Delays in Developing 
Software Standards 

Development of and adherence to appropriate software standards are 
important to SSA. Generally, standards improve the mamtainabihty of 
software development by reducing errors and the labor costs and time 
required to develop, change, test, and document computer systems. 
Because SMP is an extremely large, highly complex task with multiple 
interrelated projects, standards are critical to provide the foundation b, 
which management can exercise control. 

SSA has made slow progress m developing software standards. SSA 
planned to complete the SET project by 1983 It was to provide standarc 
for all phases of systems development and specify management control 
points between and during each phase. In 1984, SSA had partially devel- 
oped a SET manual that followed the mdustry’s Systems Development 
Life Cycle methodology and had developed procedures covering the (1) 
planning, requirements defmition, and analysis phase; (2) design phase 
(3) development phase; (4) mstallmg and testing phase; and (5) review 
and audit phase. However, in our September 30, 1985, report, we found 
deficiencies in the SET manual standards, such as mcomplete document2 
tion standards for software development. 

In 1986, SSA increased management attention to the project and made 
progress in revising its SET manual. SSA completed the planning, require 
ments defmition, analysis, design, and development phases. However, 
two major phases-(l) the mstallmg and testing and (2) review and 
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audit of systems-will not be completed until the end of calendar year 
1987. 

SSA has made slow progress in developmg software standards because 
insufficient staff was assigned to the project during SMP’S first 3 years 
(1982-84) and there were multiple changes in leadership. As we reported 
in September 1985, five different project leaders had been assigned to 
developing SET. These changes contributed to the project’s delays and its 
redirection. For example, although a project plan to develop SET, 
includmg pertinent tasks and time frames, was prepared in 1984, it was 
revised and not approved until July 1985 because of the change m man- 
agement. In addition, despite the complexity and importance of the SET 

project, no more than three full-time staff were assigned to it at any one 
time until October 1985. At this time ss~ assigned three additional staff 
members, and in February 1986-3 years after the project’s origmal 
completion date-s% assigned a total of 10 staff members. 

Because software development standards were not complete, SSA has 
experienced problems in developing software and may continue to do so 
until such standards are complete. For example, m December 1982 we 
reported7 major deficiencies in SSA’S system development and software 
that caused substantial erroneous payments. We said that a major 
reason for deficiencies m SSA’S computer systems was the agency’s lack 
of a methodology for developmg computer systems. In September 1985, 
we reported that SSA requested the systems engineering and integration 
contractor to develop a project’s system specifications. Because the SET 
standards were unclear, the contractor had difficulty determmmg the 
type of documentation SSA was requiring, consequently, it performed 
unnecessary documentation efforts. 

A Systems’ official responsible for major projects under SMP expressed 
concern over mcomplete standards and told us what compensatmg 
actions had been taken. 

“We have developed unit test plans [checkmg the quality of software] for every pro- 
gram No SET standards were used because we could not find an example of a unit 
test plan 

“We documented the programs but not according to the SET manual We developed 
documentation crlterla such as screen name, edlts, recelvmg field names, general 
program descriptions and what modules the program calls We had to develop our 

7Solvmg Social Secunty’suter Problems Comprehensve Correctwe Action Plan and Better 
Management Needed (GAO/HRD-82-19, Dee 10, 1982) 

Page 145 GAO/HRD87-39 SSA Management Review 



Chapter 11 
Improve Management and Technical Control 
Over ADP 

own standards because we could not find this criteria in the SET and there were nc 
documentation examples in the SET ” 

Slow Progress in Developing The 1982 SMP specified that a quality assurance mechanism would be 
a Quality Assurance implemented in 1983, when the standards were scheduled for comple- 

Program tion. One quality assurance mecharusm is a staff of people who momto] 
software development and mamtenance to ensure that the SET standarc: 
established are adequately understood and followed. .%A has been slow 
m developing this quality assurance mechanism primarily because staf 
were not assigned until 1986. SSA has recently (February through June 
1986) assigned five staff to work on the quality assurance function. 
They have developed a quality assurance plan that, according to a 
responsible Systems’ official, is in a preliminary stage. However, they 
have not yet performed any quality assurance functions. Another 
quality assurance tool is computer software that can check other soft- 
ware to determine whether it adheres to standards. SSA has recently 
begun implementing this automated quality assurance approach and hz 
begun training staff m quality assurance procedures. 

.%A has experienced past and present problems because systems devel- 
opment standards were not followed. Further, m our current review we 
identified two projects where systems were designed before functional 
requirements were completely developed. Functional requirements 
define what a software system is to do. According to .?&A, they are the 
most important category of SMP documentation. 

In one mstance, SSA hired a contractor to prepare the functional require 
ments for a major software redesign project-the National Debt Man- 
agement System However, ss~ found them inadequate and requested 
that the project be redone To keep up with the National Debt Manage- 
ment System’s schedule, ss~ directed another contractor to design the 
system even though the functional requirements were not completed. A 
a result, problems were found that were not addressed or considered m 
the functional requirements document, necessitating modifications to 
the system design. This caused the system design phase to be delayed b, 
10 months and increased contract costs by about $1.2 million. . 

In another mstance, ss~ issued a request for proposal in February 1985 
and awarded the contract m September 1985 to design a system called 
the Processing Center Control System, before the functional require- 
ments were completed. Because the design contractor did not have the 
functional requirements in SSA’S standard format m September 1985 am 
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Personnel Problems 
Hamper SSA’s 
Operations 

because SSA has smce modified the requirements, the design completion 
date has been delayed by about 5 months. An official told us that If SSA 

had prepared the project’s functional requirements before issumg the 
request for proposal to cover the system design, contractors would have 
had a better basis for developing cost estimates and momtormg and 
managing the contract and the project. 

Personnel-related problems at SSA, mcludmg low morale, lack of skilled 
ADP personnel, lack of a long-range ADP staffing plan, and insufficient 
technical leadership, are adversely affectmg the management of ADP 

operations, including SMP. To deal with these problems, SSA needs to 
identify its long-range staffing needs to accomplish the modernization 
effort and maintam the existmg system and then act to fill those needs, 
either m-house or by contract. 

- 

Systems Staff Morale 
Problems Continue 

In 1981, the commissioner testified8 that there was a very serious 
morale problem throughout the agency, but particularly in the Office of 
Systems. Constant reorganizations and the failure to follow through on 
policy initiatives were given by Systems’ officials as the mam reasons 
for poor morale. Morale contmues to be a problem in the Office of Sys- 
tems, as well as in other SSA components, particularly as perceived by 
many Systems mid-level managers. As shown in table 11.1, perceptions 
of morale vary between SSA components and between managers and 
employees. In Systems, the perceptions of low morale by mid-level man- 
agers are similar to managers in other SSA headquarters components, but 
more prevalent than m the field 

%ablhty of the Social Secunty Adnumstratlon’s @A) Computer Systems, Hearmg before d Subcom- 
nuttee on Government Operations. House of Representatives, ember, 1981 
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Table 11.1: Percent of SSA Staff 
Reportrng Level of Morale’ Hugh or Neither high Low c 

very high nor low very lo\ 
Mid-level managers 
Offlce of Systems 29 22 4 

Other headquarters 33 20 4 
Fteld 44 28 2 
Nonmanagerial employees 
Offlce of Systems 

Comwter sr3eclallst staffb 35 26 3 
SMP staffC 49 28 2 
Otherb d 30 25 4 

Operations 

Service and claims staff 20 27 5 
Otherb 16 27 5 

aThese perceptions were obtalned from questlonnalres admlnlstered dunng 1986 Of 87 Sitems mid- 
level managers surveyed, 63 responded, and of 268 Systems headquarters nonmanagenal computer 
speciakt staff surveyed, 208 responded 

bDoes not total 100 due to rounding or nonrespondents 

‘Staff spending at least one-third of their time on SMP 

dStaff spending less than one-third of thetr time on SMP 

Among Systems’ nonmanagerlal computer specialist staff surveyed, the 
perceptions of low morale are generally not as prevalent as among other 
employees surveyed. However, Systems’ employees who are working on 
the exrstmg system report low morale considerably more frequently 
than those engaged in SMP proJects. From our analysis of questionnaire 
responses and interviews with affected employees, it appears that Sys- 
tems’ approach to shifting personnel from work on the exlstmg system 
to the modermzatlon effort has left employees who continue to work on 
the existing system with the perception that management did not con- 
sider their work to be as important. 

From a list of 12 possible reasons for low morale, Systems’ managers 
and employees selected four most frequently: (1) lack of stable leader- 
ship, (2) poor promotion potential, (3) poor management, and (4) future 
uncertainty of the umt. The responses by mid-level managers and . 
employees m other SSA components were similar. However, for one 
reason-poor management-only 41 percent of the mid-level managers 
outside of Systems mdlcated rt was a reason for low morale, while 68 
percent of the Systems’ mid-level managers indicated that it contributed 
to low morale. 
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Narrative reasons for low morale were given by 48 percent of the Sys- 
tems’ managers and 28 percent of the nor-managerial computer spe- 
cialist staff who responded that morale was low or very low. Concerns 
expressed by the mid-level managers include: 

Unsettled organization. 
Poor technical direction. 
SMP confusion; experienced analysts realize we are not making the prog- 
ress we should be making. 
Not enough emphasis on quality: quality sacrificed for timelmess. 
Frequently shifting priorities: it is very difficult to determine which 
projects are priorities today. 
Staff input is ignored. 

Comments from the nonmanagerial computer specialist staff include: 

Frequent personnel realignments. 
Lack of raises, uncertainty as to what is happening to our retirement 
system, distrust of the Congress in dealing with federal employees. 
Emphasis on unrealistic project completion dates by upper management 
rather than on a planned validation schedule. 
With emphasis on SMP, there has been little reason to have high morale 
m the mamtenance programming area. 
Lack of emphasis on quality by upper management. 

We also found substantial differences m mid-level managers’ responses 
to some questions regarding management problems. For example, 49 
percent of Systems’ mid-level managers reported that management did 
not give much attention to human factors during change compared to 36 
percent and 31 percent m other headquarters units and the field, respec- 
tively In addition, 70 percent of Systems’ mid-level managers reported 
not having enough authority to manage their units compared to 48 per- 
cent and 42 percent m other headquarters units and the field, respec- 
tively. As shown in table 11 2, mid-level managers m Systems reported 
other management and organizational problems more frequently than 
mid-level managers in other parts of SSA 
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Table 11.2: Percent of Mid-Level 
Managers Reporting Great or Very Headquarters 
Great Problems in Accomplishing Their Off ice of 
Unit’s Mission or Goals Problem area Systems Other Fiel 

Excessive levels of review 54 36 2 

Insufficient allocation of staff resources 46 27 ? 

Lack of clarity of unit roles 41 24 

Too much authontv in staff units 33 8 1 

Frequent changes rn structure 32 13 

Unclear goals, objectives, prtontles 33 14 1 

Unclear lines of responsibility 

Frequent changes II-I goals, objectives, 
priorities 

32 21 

29 14 2 

Unclear authority to make declslons 30 20 1 

Systems has recently taken several steps to improve employee_morale 
These Include (1) the development of a follow-up process to track the 
performance and attitudes of new hires, (2) a staff rotation program to 
provide diverse experiences, and (3) preparation of mdivldual training 
plans and an increase m the types of performance awards. While these 
are positive efforts, our questionnaire responses indicate more manage- 
ment attention on morale is needed to cover other problem areas, such 
as negative perceptions on technical direction, concern about personnel 
realignments, emphasis on quality, and receptivity to staff input. 

Problems Remain in 
Acquiring and Retaining 
Skilled Staff 

A sufficient number of qualified and dedicated staff is a fundamental 
requirement for the maintenance and modermzatlon of SSA’S ADP system. 
However, .%A has experienced problems m hn-ing or retaining qualified 
staff over the past decade. Although SSA has performed considerable 
recruitment and trammg activities and has increased the number of 
computer specialists m systems over the last 5 years, Systems’ officials 
and managers told us that they still lack skilled staff for effective sys- 
tems’ maintenance and modernization. 

The number of present and future shortages, however, is not known 
because SSA has not sufficiently analyzed the number of staff and skill ’ 
levels needed to implement SMP and maintain the current system. Some 
of the agency’s staff reduction goals depend on ADP systems improve- 
ments, which in turn depend on having enough skilled staff. According 
to SSA, recruitmg and retaming skilled ADP staff are hindered by several 
factors, such as external hiring restrictions and pay scales. 
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Skilled Staff Shortages Are a 
Persistent Problem 

Shortages of skilled ADP staff have been a problem for several years. In 
1981, the commissioner and Systems’ officials testified about the lack of 
sufficient ADP staff with the technical skills necessary to modernize the 
system. They recommended recruitmg technically skilled staff rather 
than continumg to rely on trammg former claims clerks and computer 
operators. 

Since then the number of computer specialist staff, such as computer 
systems analysts and programmers, has substantially increased. From 
the begmmng of fiscal year 1982 to the begmnmg of fiscal year 1986, 
the number of computer specialists in the Office of Systems has 
increased from 994 to 1,507, or by 52 percent. About half of the gain 
came from external sources-primarily at the entry level. Most of the 
external gain came from hiring efforts during fiscal years 1982 and 
1985, when Systems brought m 201 and 162 people, respectively. In 
1985, we reported9 improvements m staffing resources and tramin& but 
noted that SSA officials indicated they still lacked sufficient quality of 
staff to implement SMP. We noted that while gains of entry level staff 
helped increase the quantity of staff, it did not unmediately contribute 
to solvmg the skill level problem. According to an SSA official, rt takes 
about 1 5 years to tram an applications programmer m basic software 
skills, but an additional 4 years of training and experience are needed 
before the programmer can contribute fully 

In 1986, Systems added 102 persons to its computer specialist staff- 
including 90 trainees recruited from withm SSA. These trainees were pri- 
marily claims examiners, most of whom had little or no ADP training 
Selections were based on an SSA test given to measure aptitude for ADP. 

To improve its ADP skill levels, SSA has been increasing its emphasis on 
training. In 1983, SSA contracted with the Department of Agriculture to 
develop and teach courses pertinent to SMP'S needs The number of sys- 
tems courses offered has increased from 12 m fiscal year 1983 to 117 m 
fiscal year 1986. The estimated number of “trammg experiences” 
(number of people times number of sessions) for fiscal year 1986 is 
8,824, an increase of 2,780 over fiscal year 1985. General ADP procure- 
ment and contracting courses have also been added during fiscal year 
1986. 

gSoc~al Secunty Admuustratlon’s Computer Systems Modermzatlon Effort May Not Achieve Planned 
ObJectives (GAO/IMTEC-85-26, Sept 30,1985) 
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More than 75 percent of Systems’ mid-level managers responding to OUI 
questionnaire believe SW’S internal training and development programs 
for professional and technical staff have improved performance to a 
moderate degree or more. The computer specialist staff said they had 
attended an average of 4 formal agency-paid training courses during thl 
past year. On the average, these employees considered the courses to bc 
of adequate quality. 

Although the staffing and training have substantially increased over th 
past 5 years, many Systems’ officials and managers are still concerned 
that they do not have enough technically qualified staff to effectively 
maintain and modernize the ADP system. 

In our questionnaire to Systems’ mid-level managers, 87 percent of the 
63 respondents said their unit’s current staffing levels were less than 
they needed Over half said their units had lost staff since fiscal year 
1984 and that this loss has had a negative effect on their ability to pro- 
duce quality work. In narrative comments, nine specifically addressed 
the loss of technical expertise, talent, or experience. For example, 

“Heavy loss of highly trained personnel has affected the quantity of work, the 
quality of work, and has had a slgmflcant negative effect on morale/frustration 
levels ” 

“The employees that left the organization were generally the ones with the highest 
technical competence and knowledge of the Job Very little time to retrain the 
remaining staff ” 

“The loss of experienced analysts meant that some of our tasks took longer to com- 
plete This meant that we were not able to improve the level of automation in some 
of our processes and were not able to correct as many problems ” 

“Loss of young technical talent that 1s extremely difficult to replace Quality, not 
quantity, 1s our problem I think the quality of our systems staff has steadily deten- 
orated in the past 10 years ” 

SSA’S loss of technical talent 1s reflected in the characteristics of com- 
puter specialist resignations of recent years. Of 79 computer specialist 
resignations in fiscal years 1985 and 1986 due to reasons other than 
death, retirement, or disability, about 67 percent were college graduates 
of whom about 35 percent majored m technical subjects, such as com- 
puter science, mathematics, and physics; and about 42 percent had over 
9 credits of college ADP trau-ung This compares for example, to about 25 
percent of the remaining computer specialist staff who have over 9 
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credits of college ADP training. Of these persons who resigned, 62 per- 
cent left the federal work force and the others went to other federal 
agencies. 

According to SSA, recruitmg and retaming skilled ADP staff are signifl- 
cantly hindered by barriers of noncompetitive compensation and federal 
requirements (outdated OPM job standards) and procedures for hiring 
The former acting deputy commissioner for systems addressed these 
barriers m an April 1986 letter to an interagency group of senior execu- 
tives established by GSA to seek solutions to emergmg personnel prob- 
lems facing federal ADP management. He noted that inordinate resources 
have to be spent to recruit and replace skilled employees who find more 
attractive job opportunities elsewhere after they have been tramed In 
August, GSA compiled the recommendations from 25 agency executives 
and planned to set up work groups to develop and report recommenda- 
tions to a GSA/OPM oversight group by April 1987. 

We also discussed staffing issues with Systems’ associate commlssloners 
or their deputies. Of the four interviewed, three expressed concern 
about the shortages of skilled staff in their units. They commented that 
the problem was not in the number of staff but m the skill levels. One 
official, for example, said there is a need to upgrade the Systems’ staff 
and there is a strong need for a continual influx of new ideas from the 
outside. Another official said that it is also important to upgrade the 
skills of supervisory staff so they can provide up-to-date technical 
review of the work. 

Overall SSA gained a substantial number of computer specialists between 
the time SMP began in 1982 and September 1986 However, many had 
little or no previous ADP training or experience or little or no experience 
with SSA’S computer system. This, coupled with losses of skilled staff, 
appears to account, at least m part, for SSA officials’ perceptions that 
while the number of staff is going up, the number of skilled staff avall- 
able 1s still inadequate In recognition of its turnover problem, Systems 
plans to develop a career development program u-t 1987. 

Long-Range Staffing and Skill Level 
Needs Have Not Eken Determmed 

As we stated in a May 28, 1982, report,lO SSA had not determined the 
number and skill levels of ADP personnel-those then employed as well 

l”Ehmmatlon of the Social Secunty Admuustration’s Systems Modermzatlon Plan (GAO/HRD-82-83. 
May 28,1982) 
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as those who would need to be hired to implement systems moderniza- 
tion. At that time, organizational realignment plans had not been com- 
pleted, and decisions on the number of contractor personnel to be 
employed had not yet been made. Currently, however, Systems still doe: 
not have a long-range assessment of its ADP staffing and skill level 
needs. Although Systems’ officials generally believe that they need mart 
technically qualified staff to effectively maintain and improve SSA'S ADP 

systems, there is no long-range plan detailing what these needs are or 
will be, or what strategies they would use to meet these needs. 

SSA officials told us that agency-wide staff reduction goals make such 
planning of limited value. Instead, appeals are made to the commlsslonel 
for exceptions to the hiring freeze as needs arise. We believe, however, 
that more convincing information could be used to substantiate the need 
for staff if there were a long-range plan explaining what the long-range 
needs and alternatives are, including use of contractor or m-hoUse per- 
sonnel or a combmation thereof. 

Technical Leadership, 
Accountability, and 
Continuity of Leadership 
Problems 

To properly maintain SSA’S systems and accomplish a major modermza- 
tion effort like SMP requires strong leadership that provides technical 
expertise, accountability, and contmulty and control over the entire 
effort Further, advice from independent experts with diverse technical 
expertise is valuable in assessing key ADP declslons. However, SSA has 
not had the strong or stable leadership necessary Nor has it used 
external independent experts as effectively as it could have to provide 
technical advice on ADP technical declslons or direction 

Since 1976, Systems has had six different leaders. Its top leadership for 
5 of the last 11 years has not had substantial ADP technical qualifica- 
tions, and the heads of Systems for nearly 4 of the 11 years were m an 
acting status. Further, SSA has not assigned overall responsibility for 
managing SMP to any one person other than the acting deputy commis- 
sioner for systems, who is responsible for managing all other Systems’ 
activities. Accountability is divided among Systems’ four associate com- 
missioners and several proJect managers for various SMP proJects. 

As a result of these problems, adequate technical leadership was not 
consistently being provided m several areas critical to SSA’S computer 
system improvement efforts. For example, Systems’ top two execu- 
tives-the former acting deputy commlssloner and his deputy- 
between November 1984 and October 1986 did not have ADP technical 
backgrounds by education, training, or experience other than that 
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gained m their systems positions. This, in our opinion, limited their 
ability to provide the technical leadership necessary to effectively deal 
with issues involved m directing, controlling, and modermzmg a com- 
puter system that 1s very large and vital to the nation. 

In addition, the former deputy commissioner for systems was in an 
acting status for about 2 years. In our opinion, and m the opinion of 
three Systems’ officials, this diminished the leadership effectiveness of 
the position, especially since the position had been advertised twice 
within the last year. 

We recognize that there are positive aspects of having officials knowl- 
edgeable of SSA programs and operations among top Systems’ leadership. 
For example, the former top Systems’ leadership substantially improved 
(1) communication between Systems and other SSA organizations and (2) 
training and development of Systems’ employees-both of which hsve 
been significant problems. 

However, key Systems’ officials have expressed considerable concern to 
us about the lack of sufficient technical leadership, and earlier sections 
of this chapter discuss several problems that relate to then concerns. 
These include: 

. Insufficient consideration of technical alternatives in terms of costs, 
benefits, and risks in making key ADP decisions. (See p. 140.) 

l Lack of recognition of the risks associated with beginning systems 
design work before sufficient progress had been made in preparing func- 
tional requirements and the need to plan the transition from the existing 
to the new system. (See p. 140.) 

. Insufficient emphasis on completing SET and enforcing completed soft- 
ware development standards and establishing adequate project control 
and integration mechanisms. (See pp. 144 and 145.) 

l Concerns of key systems managers about the lack of sufficient technical 
direction. (See p. 149.) 

In October 1986, Commissioner Hardy changed Office of Systems’ top 
leadership. She replaced the acting deputy commissioner and his assls- 
tant. The new assistant to the new acting deputy commissioner has an 
extensive ADP technical background; this provides SSA with a technical 
leader in one of its top two Systems positions 
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Another factor complicatmg technical leadership has been SSA’S varyin{ 
use of independent external experts to provide technical advice and car 
sultation. For example, as discussed on p. 142, SSA uutially diverted its 
integration contractor from providing assistance m helping to direct an 
manage SMP to other tasks. In addition, although SSA has often obtained 
advice from various external groups on ADP decisions, it did not have a 
formally designated group of independent ADP experts the commissione 
could rely on to provide advice based on an in-depth knowledge of SSA’S 

computer system. Accordmg to former Acting Commissioner McSteen, 
this sometimes made it difficult for her to get the kind of external tech- 
nical advice she would like to have had 

SSA has been mcreasmg its reliance on a group of private experts it 
refers to as the Private Sector Council for advice on a number of issues. 
For example, when SSA was evaluating distributed data processing alter 
natives, the council advised SSA on technical ramifications of alternative 
configurations. SSA officials told us that the diverse technical back- 
grounds and experience of the Private Sector Council members helped II 
analyzmg alternatives SSA also obtained advice from the council on 
other matters, such as new SMP proJects added for 1987. We believe %A’: 
use of this group is a positive step and SSA should consistently use this 
group or other experts on key ADP decisions. 

Conclusions SSA has made progress m modermzmg its computer systems in several 
respects, mcludmg considerable hardware improvements and several 
software improvements However, it still needs to make substantially 
more progress in improving software-one of its most critical areas 
This has put SSA in a difficult position. It has many operations that are 
done manually that could and should be done more efficiently, quickly, 
and accurately by computer. But, it does not have sufficient personnel 
with the technical skills necessary to effectively complete software mod 
ermzation and maintain the current system software until modermza- 
tion is complete. 

Foremost among SSA’S management control problems is the lack of an 
operational plan to guide the direction of the modernization effort. 
Without such a plan, rt is unclear whether the modermzation effort will 
result in systems that support the agency’s long-range operational goals. 
By not determmmg future methods of service delivery, it is possible that 
systems modernization could lock SSA into ways of providmg services 
that it or its clients may not find appropriate. Also, without the benefit 
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of an operational plan, SSA will continue to be vulnerable to the frequent 
shifts in direction that occurred m the past. 

Further, SSA has proceeded with its redesign effort before completing 
software standards and has not adhered to standards that have been 
completed. Although SSA has recently made sigruficant progress in devel- 
opu-tg software standards, the delays in doing so have contributed to sig- 
nificant delays in the entire redesign effort. 

Clearly, %A faces a major dilemma. If it delays modernization until it has 
a long-term operational plan and other needed management improve- 
ments, it could continue to operate mefficiently. If it proceeds without a 
plan and with all of its current systems problems, including the lack of 
adequately tramed staff, it could end up with the expenditure of money 
and time but little real progress. Thus, determining exactly what should 
be done to maintain and improve computer operations and how to Eo- 
teed to modernize the ADP systems under these circumstances is, in our 
opinion, the most urgent and critical problem facing SSA'S new commis- 
sioner. Her recent action to enhance Systems’ top leadership is a good 
first step. Improvements m SSA’S decision-making process, and manage- 
ment controls and appropriate technical expertise to direct SMP, are nec- 
essary for %!+A to adequately address the many technical issues mvolved 
m this problem. 

Recommendations to 
the Cornmissioner 

To help gain better managerial and technical control over SSA'S computer 
operations and modernization efforts, we recommend that the 
commissioner: 

l Complete those aspects of a long-term operational plan that set forth 
how SSA will dehver services in the future and revise the modernization 
strategy to be consistent with the service delivery needs Managers 
should be held accountable for adhering to the modernization strategy 
unless changes are fully Justified. 

. Establish an effective process for making key ADP decisions which is 
based upon thorough analysis of mission needs, priorities, alternatives, 
and their costs and benefits and the effect on other aspects of SMP SSA 

should contmue to routinely obtain advice on major decisions from well- 
qualified, independent technical consultants knowledgeable about ss~ 
programs, operations, and ADP environment 

l Expeditiously establish effective project control and integration for the 
modernization effort, mcludmg more effective use of an integration con- 
tractor to help integrate SMP projects and make the transition from the 
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old to the new computer system. Reassess whether the location of the 
ADP procurement review functron within the Office of Systems provide 
sufficient Internal control over this process. 

l Accelerate the completion of software development standards and 
implementation of effective enforcement mechanisms. Do not begin soi 
ware design work until sufficient work has been completed on func- 
tional requirements and systems users approve such requirements. 
Enhance controls over user changes to functional requirements after 
software design has begun. 

. Identify the number, type, and qualificatrons of ADP personnel needed 1 

carry out the modernization program and mamtain and improve the cu 
rent systems; take steps to obtain the necessary skrlls. 

l Designate a qualified technical manager to lead and be accountable for 
W’S modernization effort. 

. Periodically survey Systems’ staff morale, particularly regarding orgar 
zatronal and management problems perceived as contributingJo low 
morale, to determine whether improvements have resulted. 

Because SSA will be dependent on its inefficient existing systems for a 
longer time due to major delays in redesigning its new system, the corn 
missioner should also reexanune the current allocation of resources ant 
priorities established for maintaining and improvmg the existing system 
and redesigning the new one. This reexamination should focus on. 

l Developing a clear picture of how the new system will be implemented, 
mcluding (1) how systems components will be integrated, (2) how SSA 
will make the transrtion from the existing system to the new system, 
and (3) when major redesigned system components will be operational. 

. Assessing the effect that problems in the exrsting system, such as the 
inefficient software and manual operatrons, are having on service to th 
public. Such an assessment should include an estimate of the resources 
and time that would be required to correct the problems m relation to 
when the redesigned system will be operational 
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SSA lacks sufficient programmatic and operational management mform 
tion to effectively and efficiently implement programs, comply with 
court orders, control operations, and assess program effectiveness. Ftu 
ther, much of the data it does have must be collected and tabulated ma 
ually, requirmg considerable staff hours to produce and often reaching 
many managers too late to be useful. As a result, SSA’S managers have 
not been able to identify emerging problems as quickly as possible and 
have found themselves reacting to rather than anticipating events. Sev 
era1 factors have contributed to these problems, including insufficient 
performance standards, madequate automation of management mfor- 
mation, and lack of top management attention. 

Management 
Information- a 
Persistent Problem 

Management mformation is an essential aspect of SSA’S management co 
trol function intended to close the loop m the system of planrung, 
budgeting, and control. It gives management the mformation &needs tc 
determine (1) whether the agency is accomplishmg its desired results 
and (2) what actions are needed to improve operational performance. 

The lack of efficiently produced, sufficient, and reliable programmatic 
and operational management mformation has been a persistent probler 
at SSA, as shown by internal and external studies conducted over the 
years. 

l The March 1975 Survey of the Bureau of District Office Operations 
reported that time-consuming manual counting and control methods 
should be replaced by information produced by automated systems. 

l In January 1979, we told Commissioner Ross that manually counting 
and reporting field office work for the weekly District Office Workload 
Report and developmg data for local management needs cost about 3Of 
work-years annually. Although he said he would automate the report, 
he left before completing the project, and most of the workload items 
are still manually tabulated. 

l In 1980, an SSA consultant, hired to develop a blueprint for an SSA plan- 
ning and control system, said SSA'S management information reports (1 
mclude massive amounts of data without much discnmmation as to 
their relative importance, (2) frequently report the same data when 
little or no change takes place, (3) give too little regard to exception 
reporting, and (4) contain little or no analysis of significant variances, 
why they occurred, and what is being done to correct them. 

. In 1983, Deloitte, Haskins, and Sells, an SSA consultant, reported that 
SSA’S management is drowning m data but starved for information 
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because key management data have never been accurately identified 
and properly collected. 

. In 1985, SSA documented its management information problems, 
mcluding inadequate control, erroneous measures, and excessive manual 
data compilation. It also showed that current systems were not ade- 
quately integrated and did not provide the management information 
required to support decision making. 

Despite Acting Comnussioner McSteen’s uutiative to improve manage- 
ment mformation in 1984, our questionnaire results, structured inter- 
views with top management, and fieldwork showed that management 
information problems persist. Sixteen of SSA’S 36 senior executives, 
including 11 headquarters and 5 field executives, said management 
mformation presents a significant problem. Concerns included the need 
to prepare too much information manually, late data on claims 
processing accuracy or timelmess, and msufficient data. InsufficienL 
data primarily referred to the lack of statistically valid data on accuracy 
at the district office or psc component levels or on various aspects of the 
earnings maintenance function. 

Programs and policy officials expressed concern about not being able to 
Judge customer satisfaction with SSA service,* establish what services 
customers would like, and determine the extent of compliance with pro- 
gram policies. In addition, managers said that they did not receive good 
information on the causes of problems because quality assurance sam- 
ples are too small to be accurate at the district office level and results 
are not timely. With regard to program considerations, disability pro- 
gram and policy officials said their efforts to implement legislation and 
comply with court orders were impeded by the lack of automated bene- 
ficiary information on such matters as (1) the types of disabihty- 
mental or physical- and (2) the expected duration of disabihty-per- 
manent or temporary. 

Insufficient To make effective use of management information for control purposes, 

Identification and Use 
benchmarks that identify important agency operating standards or 
expectations must be established. With such benchmarks, information 

of Standards systems can be developed to obtain performance data and identify vari- 
ances. For operational or production-type activities, such as claims 
processing, the benchmarks must include measurable performance 
expectations for meanmgful steps m the process against which progress 

‘SSA Informed us III January 1987 that It 1s developing a public sattsfactlon survey 
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and effectiveness can be measured and judged. Performance expecta- 
tions should cover such areas as quality (accuracy), timeliness, effi- 
ciency (cost), and client satisfaction 

Although broad service delivery goals were established, they were usu 
ally stated in general, difficult-to-measure terms. In addition, SSA had 
not set national goals or performance standards for many workloads or 
services, such as address changes, level of customer satisfaction, or 
operational efficiency for its components. Consequently, it is difficult tc 
effectively assess or compare operational performance to determine the 
relative magnitude of problems. This lack of national goals or perform- 
ance standards could also contribute to the perceived excessive 
emphasis given to initial claims versus other workloads by some local 
managers, as reported by SSA’S employees. (See p. 218.) 

Several SSA components have operational benchmarks to measure and 
judge the adequacy of their performance for some workloads. For 
example, SSA’S regional offices set specific expectations for their field 
offices-primarily in the areas of timeliness and accuracy of imtial 
claims processing. The regional offices track results and hold field offic 
managers accountable through merit pay standards. District and brancl 
managers are aware of what is expected of them in these areas. They 
give considerable emphasis to meeting the expectations and have been 
generally successful in doing so m recent years. 

However, within these same components, other operational workloads 
are not covered by such benchmarks. The agency lacks sufficient infor- 
mation to adequately measure post-entitlement workloads for timeli- 
ness, or accuracy because there is no method for routmely or promptly 
tracking them. Post-entitlement workloads of concern include contmuin 
disability reviews, changes of address, manual payments, overpayment 
and underpayments, periodic eligibility redetermmations, services of 
representative payees, and status changes. 

Computer System 
Limitations Pose a 
Major Problem 

To effectively control operations, management information has to be 
accurate and timely. However, because of insufficient computer sup- I 
port, SSA prepares much of its management information manually Sev- 
enty-two percent of the mid-level managers responding to our 
questionnaire, including 74 percent of the district and branch managers 
and 89 percent of the area directors, said that there is great or very 
great potential for improved computer support for their management 
information needs. This belief exists because much of ~SA’S information 
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has to be manually recorded, tabulated, computed. and analyzed. This 
results u-r slower, more costly production of data and the mablhty to 
efficiently and quickly produce and/or analyze needed mformatlon For 
example, regional or area office personnel have to spend substantial 
time manually transcribing and computing data necessary to prepare 
the DDS budgets. According to SSA, manually preparing this information 
1s expensive and affords little time to develop future projections or 
trend analyses. 

Other evidence of the inadequacy of management mformatlon 1s the sep- 
arate mformatlon managers keep. Sixty-one percent of the district and 
branch managers and 58 percent of the area directors responding to our 
questlonnau-e reported keeping supplemental performance management 
information largely because existing information was incomplete or 
untimely 

Another aspect of SSA’S management information problems involvezthe 
report format. SSA collects and reports considerable data on the effl- 
crency of its operations. However, the data are not reported m a manner 
that highlights exceptions or variances and, therefore, are not as useful 
as they could be. To illustrate, using a computer program, we analyzed 
and arrayed existing PSC efficiency data to hrghhght srgmficant van- 
antes of WCS and their components from national averages. The analysis 
showed considerable opportunitres for savings. Two psc managers we 
interviewed expressed concern about their inability to manipulate then 
own data in such a manner because SSA had not given them suffrcrent 
computer support. 

Computer system hmitatrons also hinder W’S efforts to control its 
workloads through its case control systems. SSA’S components have 27 
independent case control systems to manage their workloads. They have 
been developed over the years by each component to serve its mdrvldual 
needs. Consequently, SSA has a varrety of overlapping and redundant 
control systems whose data, while similar, are not standard or mter- 
changeable Because SSA cannot use a comprehensive system to track a 
particular case through various processing offices, determining its 
status is difficult and time consuming. 
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Improving Although SSA’S management information problems have been recogmzec 

Management 
since at least 1975, there was little sustained top management attention 
to resolvmg them until former Acting Commissioner McSteen estab- 

Information Will lished a management mformation initiative. The SMP initiative-Admm- 

Require Sustained Top istrative/Management Information Engmeering Plan-mvolved 

Management Attention 
identifying the critical mformation requirements throughout SSA and tht 
processes that support them. The primary vehicle under this initiative 
for providing the data used in workload monitoring, performance man- 
agement, workload scheduling and forecasting, and resource manage- 
ment is the Management Information for Decisionmaking project. Under 
this project, a contractor is helping SSA develop mformation as well as 
benchmarks for use m determuung whether SSA is meeting its goals 
under its existing service delivery framework. SSA expects to complete 
this phase of the project by March 1987 and the remainder of the projec 
m 1990. According to a senior official, an SSA data admmistratorZ should 
also be involved m the development of the standards and measJres. 
However, SSA’S efforts to locate and hire such a person during the last 
year have not been successful. 

Although Commissioner Hardy has recognized the management informa 
tion problems and contmued these efforts, much still needs to be done, 
especially concerning the lack of (1) a long-range management mforma- 
tion policy, (2) progress m data base mtegration, (3) progress in com- 
pleting SMP functional requirements, and (4) effective coordmation of 
component review and evaluation activities. 

No Long-Range 
Management Information 
Policy 

The development of a long-range management information pohcy is 
needed for both the short and long term. The policy should identify 
goals and objectives, specific needs, and the types of information as well 
as when and how it is to be collected. However, its development has 
been hindered by the lack of an agency-wide, long-range operational 
plan that lays out the agency’s overall goals and objectives and specific 
strategies to address them. In the absence of such a plan, FSA lacks the 
assurance that the standards being developed under the management 
mformation project to measure performance will be appropriate because 
the standards could change if the goals and objectives change Without 
both the long-range operational plan and the management mformation 
pohcy, many of the anticipated benefits of systems modernization could 

‘The data admnustrator helps to see that each user or potential user of a data element or standard 
has the same understandmg of its meanmg by sponsormg the development of common defuutions for 
the various data elements or termmology in an mformation system 
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be lost if the information needed 1s not provided as a by-product of com- 
puter transaction processing. 

Data Base Integration 
Progress Slow 

Data base integration was recognized as a major problem m the 1982 
SMP, but SSA has made only lumted progress toward correcting it. For 
example, SSA has converted all of the major master files from tape to 
disk storage, made several of its data bases more accessible to users, and 
developed a data dictionary, among other improvements. However, it 
still faces major data base problems that will impede efforts to develop 
essential management mformatlon. These problems include critical data 
bases, such as those used to process post-entitlement transactions and 
carry out case control functions, that do not contain common or consrs- 
tent data elements. Although a data drctronary has been developed, all 
the needed data elements have not been identified and there are no 
standard definitions for many data elements Consistent data elemznts 
are essential for developing the software for the new computer systems 
and for integrating the varrous data bases. According to Systems offr- 
clals, the data base problems contribute srgmficantly to SSA’S problems 
in developing compatible case control systems and m producing manage- 
ment information, especially as a by-product of computer transaction 
processing rather than as a separate actlvlty. 

A long-standing problem hmdermg SSA'S ability to better manage and 
integrate its data bases has been the lack of an effective organizational 
focal point for assuring that consistent and compatible data bases are 
developed and maintained throughout the agency Such a focal point IS 
commonly referred to as a data admuustrator. Although a data admmls- 
tratron orgamzatlon within Systems and a Data Admn-ustratlon Advl- 
sory Panel with agency-wide representation serve this role, they have 
not been effective according to a key senior officral. This is due to the 
part-time and acting status of the official responsible for the data 
admuustratlon function as well as limited staff. According to key SSA 
senior executives knowledgeable of the problems m the data base area, 
the success of SSA'S management information improvement initiatives is 
highly dependent on improvements in data base management Without 
successful performance of the data admimstratron function, progress 
~111 fall short of expectations. 
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Slow Progress in The slow progress in completing the functional requirements for the 

Completing SMP Functional design of the new computer system also hinders the development of 

Requirements future management information requirements. To the extent possible, 
management information should be a by-product of the systems it sup- 

ports. Therefore, a crltrcal first step is to define the functional require- 
ments for the new computer system. Although SSA has not completed 
these, it has been developing its management information requirements 
based upon information it has in its current system. Thus, SSA may have 
to revise Its management information requirements when functional 
requirements for the new system are completed. 

Little Control Over Review Finally, SSA needs to gain better management control over the review 
and Evaluation Efforts and evaluation activity being done by components. SA has over 2,000 

staff-about 500 in the Office of Assessment, and 1,300 in the field 
assessment offices and numerous others in various locations-Joing 
evaluative studies. Despite this effort, managers frequently expressed 
concern about the lack of sufficient or timely management information. 
Officials under the deputy commissroner for operations and the deputy 
commissioner for programs told us they have had to establish then- own 
review or assessment capability because (1) the Office of Assessment 
did not provide sufficient coverage, (2) the information received was no1 
timely, or (3) the information was not helpful in identifymg the causes 
of problems. 

Furthermore, SSA did not have an orgamzatronal unit that was respon- 
sible for overseeing the varrous reviews and evaluative activities to 
deternune whether (1) management informatron needed was obtained, 
(2) information gathered by the various review and evaluative groups 
was really needed, (3) duplicative efforts were being undertaken, or (4) 
other components might have use for information already collected. 

Conclusions The lack of national standards or expectations and/or adequate and 
timely management mformatlon on the quahty or tuneliness of Its opera- 
tions has hindered SSA’S control over operations. Despite recogmtion of 
this problem over the years, SA has not made substantial progress in 
solving it. SSA’S current irutlatrves to address the management mforma- 
tion problem should help but are likely to fall short without sustained 
attention by SA’S top management. 

The most efficient and timely way to generate workload management 
information 1s to produce rt as a by-product of computer transaction 
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Recommendations to 
the Commissioner 

. 

processing. SSA’S ability to create information m this manner, however, 
has been hindered by the lack of a management mformation policy set- 
tmg forth what information is needed, when, and by whom. Inconsisten- 
cies or other problems in SSA’S data bases, limitations in SSA’S existmg 
computer system, and slow progress m modermzmg it have also been 
major problems. 

To enhance its efforts to provide for adequate and timely management 
mformation, SSA needs to design its modernized system so that it can 
generate management mformatron as a by-product of transaction 
processing to the extent possible. To do this, ss~ needs to identify its 
future, as well as current, service delivery goals and ObJectives; improve 
management of its data bases; and provide greater central direction and 
control over component management information activities, including 
their review and evaluative activities. 

To help gain better management control over management information, 
we recommend that the commissioner: 

Develop a comprehensive management information pohcy commensu- 
rate with the agency long-range operational plan. 
Establish performance standards and measures that are based on the 
goals and ObJectives in the operational plan. 
Develop future management mformation requirements based upon the 
modernized computer system 
Intensify efforts to improve SSA’S data bases and establish an ssA-wide 
focal point for overseeing and integrating SSA’S management information 
and data base activities, mcluding reviews and evaluations. 
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SSA has not devoted sufficient attention to improving its operational efl 
ciency It has been reluctant to establish performance goals or expecta- 
tions for efficiency, and managers were seldom held accountable for 
poor performance in this area. Analysis of SSA data shows declining eff 
ciency for some activities and wide variations in efficiency among and 
within similar organizational umts. SSA has not sufficiently benefited 
from productivity improvement opportumties because it lacked an mst 
tutionahzed, systematic approach to productivity management. 

SSA’S management has long recognized the potential for improvements 1 
efficiency and productivity management. Management support for pro- 
ductivity improvement has been vocal at the top, and managers in var- 
ious components have made efforts to improve productivity m their 
areas. However, the absence of mstitutional mechanisms, such as mea- 
surable goals and obJectives and a focal point for accountability, have 
limited SSA'S ability to improve productivity. Toward this end&ommis- 
sioner Hardy recently established the Commissioner’s Activity Review 
and Operations Tracking System, which includes measurable agency 
ObJectives and identifies performance indicators for tracking. It also 
includes ObJectives for improving productivity among S&Y’s components 
and for state DDSS. 

Growing Pressures to The need for productivity improvement in the federal government has 

Improve Productivity 
become more important as public pressure has grown to reduce the spi- 
raling growth of budget deficits Federal managers are being asked to dc 
more with less and are charged by law with responsibility for mam- 
tanung and improving the productivity of their organizations. Specifi- 
cally, the Civil Service Reform Act of 1978 (Public Law 95-454) require! 
that the performance of senior executives and the productivity of theu- 
organizations and employees be a basis for promotions, demotions, 
retention, pay, and bonuses Thus, the act links individual performance 
to organizational performance with the overall intent that accounta- 
bility be established for productivity 

The current admuustration has taken several steps to institutronalize 
productivity management of the government in general and SSA in par- 
ticular. Through Executive Order 12552 dated February 25,1986, the 
administration has established a goal to improve productivity for appro 
pi-late functions in federal agencies by 20 percent by 1992. Further, OMB 

has established a goal for SSA to reduce its staffing by 17,000 full-time 
equivalent positions by 1990. 
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OMB Bulletin No. 86-8 provides guidelines for the implementation of 
agency productivity improvement programs in accordance with Execu- 
tive Order 12552. It defines productivity as the efficiency with which 
resources are used to produce government services or products at speci- 
fied levels of quality and timeliness. 

Several years ago, we examined several successful productivity manage- 
ment programs in government and private 1ndustry.l We found that they 
have a number of elements in common. First, the organizations place a 
contmued emphasis on productivity by estabhshmg a focal point, top- 
level support, written goals and objectives, and organization-wide plans. 
Second, the organizations develop and use meamngful productivity 
measures to hold managers accountable for improvements Finally, an 
organizational culture is created to promote productivity by identifying 
and supporting improvement opportumties and considermg productivity 
m management actions and decisions. These elements were not coniist- 
ently present at ss4. 

SSA’s Culture Did Kot 
Stress Productivity 
Management or Cost 
Control 

Efficiency is not a deeply rooted value in SSA’S culture SSA strives to get 
the right check to the right person on time. To facilitate meeting this 
goal, it closely monitors processing and accuracy rates for various prod- 
ucts and services. However, although ss~ collects data on the amount of 
resources used by various units, it does not consistently analyze such 
data to identify opportunities for improvement 

In our questionnaire to mid-level managers, we listed and defined seven 
factors for assessmg work We asked the managers to (1) identify the 
three most important factors emphasized by management and (2) check 
all those that were considered not as important Timelmess and quality 
were the two factors most frequently identified as important, with over 
67 percent of SSA’S mid-level managers rating one of these factors as 
most important In contrast, cost and efficiency were picked as most 
important by only 8 percent of the managers and were the two factors 
most frequently labeled as not as important. Figure 13.1 shows these 
responses. 

‘Increased Use of F’roductlwty Management Can Help Control Government Costs (GAOiAFMD-84-11 
Nov 10,1983) 
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Figure 13.1: Managers Who Said That 
Factor Was Most Important 
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SSA does not have an agency-wide group, program, or system responsibk 
for productivity management. In the absence of a focal point, individual 
organizations have established piecemeal approaches to manage produc 
tivity. The Office of Program Service Centers and the Field Liaison and 
Support Staff recently assigned headquarters staff members responsi- 
bility for monitoring productivity issues The Office of Disability Opera- 
tions (0~0) has a specific group that momtored productivity-related 
factors. However, other offices we contacted-the Office of Central 
Records Operations (OCRO) and OHA-had no specific persons responsibk 
for monitoring unit performance against expectations, identifying and 
communicating best operating practices, or seeing that poorer per- 
forming units improved their productivity 

Although SSA has developed efficiency measures for much of its line 
operations, ODO and OCRO- large units that each used over 5,000 staff 
years m fiscal year 1985-did not collect or use efficiency data to track 
the overall performance of their organizations. For example, ODO col- 
lected workload and productivity data for its line managers to use m 
assessing performance of mdividuals m their units However, these data 
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cannot be summarized to allow ouo to track its overall performance or 
the performance of its subunits (drvisions, branches, or modules) 

The productivity provisions m SES contracts and merit pay plans illus- 
trate both the limited efforts to improve productivity and the lack of 
meaningful measures to hold managers accountable for improvement. 
We reviewed SES contracts and merit pay plans for managers m regional, 
area, district, and branch offices, pscs, oD0, OCRO, and OHA We found 
they usually contained only general objectives for improving efficiency 
and did not provide quantitative ObJeCtiVeS to measure progress in 
lmprovmg efficiency For example, some contained requirements such as 
“conduct at least one new project to improve efficiency m some aspect 
of operations.” Others noted the need to improve productivity, reduce 
high unit times, or eliminate unproductive work. 

Also, SSA has practices and policies that hinder its ability to improvz 
productivity. For example, SSA allocates staff to its regional offices m a 
manner that tends to reward less efficient regions by giving them more 
staff than more efficient regions. ESA has resisted efforts to establish 
performance standards or requu-ements that similar offices strive to 
perform at least at the average performance level for all such offices 
We recognize there are valid reasons for some differences in production 
rates among the regions; however, performance standards or goals could 
be established on a regional basis to allow for such differences. These 
standards should be used to determine staff needs as well as to allocate 
resources. SA agreed that attempts should be made to reduce the spread 
m performance among regions. As a result, it reduced the work-years 
allocated to some regions for fiscal year 1987 m order to narrow the 
range m production rates. 

Other factors also complicate SSA’S abmty to improve productivity SSA'S 

top management has been historically committed to a no reduction-m- 
force pohcy and reluctant to require employees to change office or geo- 
graphic locations. These policies are aimed at recogmzmg the dedication 
and loyalty of its employees and promoting a favorable work climate 
However, such policies limit SSA'S ability to match workload and staffing 
and can put persons mto posrtions where they lack the necessary back- 
ground or capabilities For example, one senior executive said that 
although the 1979 reorganization was armed at improving efficiency, SSA 

established other positions to accommodate displaced staff. In many 
cases, this did not improve efficiency because persons were put into 
positions where they lacked the desired qualifications or that were not 
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necessary for mission achievement One adverse consequence of this 
was the addition of layers of review 

In addition, SSA has often encountered strong congressronal resistance 
when it has attempted to close some of its field offices or reduce theu- 
staffing levels. For example, one SSA regional official said that he has 
identified a number of offices in the region that are overstaffed or 
understaffed as a result of shifting workloads. These shifts have 
occurred largely as a result of such factors as population movements 
and changing transportation patterns. The official said that his previot 
attempts to shift staff among offices often met with considerable con- 
gressional concern about offices losing staff. Consequently, he is now 
reluctant to propose such shifts. 

Over two-thirds of SSA’S top senior executives beheve that SSA could 
undergo staff reductions without adverse effects on public sepice if 
certain conditions are met. Adequate plannmg and additional computei 
system improvements are among the conditions mentioned. However, 
anticipated resistance from the public and the Congress reduces enthu- 
siasm for pursumg such staff reductions. 

Cost Data Not Used to 
Manage SSA Operations 

Holding managers accountable for costs and momtormg their efforts ca 
help SSA improve its operational efficiency and mfluence managers to b 
more concerned with these factors m managing their operations. SSA 
does not use periodic reports on costs to manage its operations, nor are 
managers generally held accountable for cost of operations in SSA organ 
zational units. 

SSA’S Financral Accounting System has the capability to produce period 
cost reports for cost centers at any level in SsA’s organizational struc- 
ture. For example, the system can provide comparative cost reports by 
region, by district office wrthm regions, or by other cost centers SSA 
management wishes to establish. However, officials in SSA’S Office of 
Fmancial Resources told us that they generate reports by such cost ten 
ters only when SSA managers request them and few managers have 
requested these reports 

The periodic generation and analysis of historical cost data, current cos 
data, and projections of future costs can help SSA’S management rmprov 
its ability to plan, coordmate, and control its operations. For example, 
analysis of sigmficant cost trends and variations can help establish rea- 
sons for differences in efficiency among or within SSA organizational 
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units performing the same or similar functions and can be used to lden- 
tify opportunities for improvement. Similarly, use of comparative unit 
cost data could help (1) identify offices needing more or less staff and 
(2) justify changes in staffing levels or other cost items. 

More Focus Needed on %A needs to begin focusmg on productivity improvements, and our work 

Productivity 
Improvements 

indicates that significant opportunities exist. Although we did not 
develop trend data on ssi\-wide productivity, we identified stable or 
declining trends m efficiency among components, variations m effi- 
ciency among and within .%A components, and variations m the effi- 
ciency of practices used within the four SSA components examined. 

In computing productivity trends, workload output adJustments should 
be made for valid changes in work complexity that have occurred at SSA 

between fiscal years 1980 and 1985. We did not mdependently makg 
adJustments, but rather accepted SSA’S adjustments as they are reflected 
m the annual weighted work unit count. In computmg productivity 
trends for the OHA, however, workload data were not weighted, and we 
did not independently attempt to make adjustments for changes m OHA 
work complexrty. 

Trends in Efficiency We examined performance data for three major operating components- 
field offices, PXS, and om-and the state DDSS, which are funded by SSA 

and are the operating arm of the disability program We charted the SSA 

components’ and state DDSS’ efficiency from fiscal year 1980 through 
fiscal year 1985 to analyze trends, and established then- 1980 perform- 
ance level as the base year. We assessed their efficiency by evaluating 
the amount of work produced relative to the staff resources expended 
for each of the years covered by the analysis. 

The SSA components examined account for over 63,000 staff on duty,” or 
about 76 percent of 5x3~‘s total fiscal year 1985 staff. State DDSS 
expended 12,720 work-years in fiscal year 1985. Figure 13.2 shows that 
productivity for the operating components examined has been mixed 

‘Includes full-tune permanent, other onduty, and employees m the worker tramee, stay-m-school. 
and summer ad programs 
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Figure 13.2: Operational Efficiency of 
SSA Components (1980-85) 
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Field office productivity has been fairly stable, and 1985 statrstrcs shov 
a 1.5-percent improvement over 1980 performance. During that period, 
workload decreased by 7.2 percent and staffing decreased by 8.5 per- 
cent. Between 1984 and 1985, field office staff declmed by 1,010 staff- 
years, or about 2.4 percent. This reduction represented about 43 percen 
of SW’S total reduction of 2,343 staff-years for the fiscal year. 

Productrvity based on measurable workloads3 for six PSCS increased 
slightly from fiscal year 1980 through fiscal year 1983, but began to 
decline in 1984 with the 1985 level dropping below the 1980 level. 
Although workloads decreased by over 17 percent from fiscal year 198L 
to 1985 u-t the categones tracked, staff-years were reduced by about 12 
percent to process these workloads. 

OHA productivity was steadily above fiscal year 1980 performance level 
through 1984, but dropped to 12 percent below the 1980 performance 

3Thls PSC productivity trend analysis was based on recumng measurable workloads which could be 
tracked over the 5-year penod from fiscal year 1980 through 1985 
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level in 1985. OHA productivity declined by over 21 percent between 
1984 and 1985 prrmarily because of the natlonal moratorium on contm- 
umg dlsabllity reviews m April 1984,4 which slgniflcantly reduced the 
number of requests for disabihty hearings 

DDS productivity experienced a 35 percent decline from fiscal year 1980 
to fiscal year 1985. Although productivity increased shghtly from 1982 
to 1983, no DDS region performed at the 1980 performance level from 
1981 to 1985 Durmg this period, many events affected productlvlty 
levels, including (1) the 1981 startup and the subsequent 1984 national 
moratorium for conducting disability reviews and (2) mador changes in 
the disability program. 

Variations in Efficiency 
Among Similar Units 

We also noted varlatlons in efficiency among or within orgamzatronal 
umts performing the same or slmllar functions m 1985 Figure 13.3- 
shows slgmflcant variances between the most and least efficient offices 
by regional office groupings and pscs. For example, usmg the national 
average performance level for 1985 as a standard, performance of the 
most efficient %A region in 1985 was 28 percent better than the 
standard, while the least efficient region’s performance was about 20 
percent below the standard. 

4A lmuted number of cases were not placed under the moratonum until October 1984 
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Figure 13.3: Range of OperatIonal 
Efficiency of Regions or Offices Within 
Major SSA Components (1985) 
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Significant variations also exist within lower levels of these organiza- 
tions. For example, we compared variations among dlstrrct/branch 
offices whose efficiency ranked m the highest 10 percent and lowest 10 
percent within each of SSA’S 10 regions for fiscal year 1984. We found 
that all regions had significant varratlons in efficiency among their drs- 
trrct/branch offices. The variations ranged from about 22 percent in the 
Kansas City region to about 43 percent m the New York regron. (See 
figure 13.4.) 
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Figure 13.4: Percent Difference in 
Efficiency Between Performance of 
District and Branch Offices in Highest 
10% And Lowest 10% By Region 
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A major factor that contributes to these efficiency variations is that 
staffing and workload are not well balanced among similar SSA offices. 
For example, m February 1986, the San Francisco regional office 
reported on the results of a study of its most and least efficient field 
offices. Looking at historical workload and staffing data, the region 
found that changes in workload occurred without correspondmg 
changes in staffing. The report stated that 10 of the 13 least efficient 
offices lost work faster than they lost staff and that 8 of the 10 were m 
metropolitan areas where staffing shifts could have been made The 
report also noted that 10 of the 13 offices had low efficiency over sev- 
eral years (productivity had been dropping over a 3- to lo-year time 
frame). It concluded that SSA’S retrospective method of allocating staff, 
based on an office’s historical performance, tends to continue low or 
high productivity m cases with long-term trends m losing or gaming 
work. 

Followmg the issuance of our September 1985 report, Improvmg Oper- 
m and Staffing Practices Can Increase Productivity and Reduce 
Costs in SSA’S Atlanta Region (c&n-85-85), we reviewed SSA productivity 
data for all field offices and found productivity variations in all SSA 
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regions as well as opportunities to improve efficiency. In a letter dated 
May 20, 1986, we provided information to SSA on productivity variatlor 
in all SSA regions and identified smaller offices that handled workloads 
that were the same as or larger than those of much larger offices. SSA 
has begun to investigate possible reasons for the disparities and to take 
corrective action. For example, it reported reducing the average staffin 
of the St. Lotus, Missouri, office from 22 to 18. 

In a September 8, 1986, letter to ss~, we identified similar productivity 
variations at pscs. Using a computer program, we developed a system- 
atic technique for identifying productivity variations by organizational 
unit or type of workload with existing SSA data. SSA is now using this an 
related analytical approaches to identify specific productivity problem 
areas in SSA regional offices and pscs. 

Differences in Processing 
Procedures and Quality 
Control Practices 

In September 1985, we reported on productivity m SSA’S Atl&a region. 
We analyzed field office workload processing procedures and quality 
control practices in 18 offices. Claims activities were flow-charted at all 
18 offices visited. Our flow-charting demonstrated wade variations m 
claims processing techniques and quality control practices. 

For instance, the Birmingham, Alabama (downtown), office used 15 
more steps than the Richmond, Kentucky, office to process SSI redeter- 
r&rations. Of the 15 additional steps, 3 resulted from using a locally 
developed form, 8 were used to control the claim, and 4 steps were addi 
tional quality reviews. According to data fur-rushed by ?%A, Bummgham 
did not achieve additional quality as a result of the additional steps 
Completion of these unnecessary steps could delay benefit actions. In 
addition, headquarters management officials told us that such extra 
reviews are discouraged because they did not result in improved quality 

In December 1985, SSA agreed that our findings m Atlanta apply nation- 
wide. Although variations in field office processing and quality control 
procedures contribute to variations m efficiency, we are not advocating 
complete uniformity or consistency among field office practices. We rec- 
ognize that certain practices that work well at one location may not, for 
various reasons, work as well at other locations. However, we estimate 
that if all field offices throughout the nation were able to increase their 
productivity to the national average, potential savings would total 
almost $60 million. Accordingly, formal efforts to identify and dissemi- 
nate information on the best operating practices to local field managers 
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could be beneficial. SSA has recently taken action m this area that should 
result in improvements. 

Our exammatron of state production per work-year” statistics for the 
first two quarters of fiscal year 1986 showed state DDE productivity also 
varied, as shown in table 13 1. 

Table 13.1: State DDS Production Per 
Work-Year Through the First Two 
Quarters of Fiscal Year 1988 Cases processed per work-year 
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SSA officials stated that there are variances among DDS operations that 
could account for some of the differences m productivity. For example, 
.%A officials said that different length workweeks (32 versus 40 hours), 
short-term production surges, and attrition rates are several reasons for 
possible state variances. In a September 1985 report, Current Status of 
the Federal/State Arrangement for Administering the Social Security 
Disability Programs (GAO/HRD-85-71), we noted a significant national 
variance among DaS examiner caseloads. For instance, a June 1984 SSA 
report showed that the average exammer’s pending caseload ranged 
from 51 in Montana to 147 in Nebraska, and the average monthly 
number of cases aci)udicated per examiner ranged from 26 in Iowa to 
118 in Louisiana. 

Although valid reasons exist for some of the differences m DDS produc- 
trvity, there is still potential for improved productivity through the 
establishment of performance expectations or standards. Such stan- 
dards can be adJusted regionally to recognize valid factors, such as dif- 
ferent length workweeks. Without such performance standards large 
variations in performance are not examined or explained SSA estab- 
lished a performance goal of 195 cases per work-year for state DDSS for 
fiscal year 1987 and adJusted that year’s budget allocation by com- 
paring all states based on a standard 40-hour workweek 

5All cases processed dwlded by total state DDS staff 
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Ineffective or Slow Since at least 1979, various reports and studies by internal and exterm 

Action to Improve 
groups and consultants have pointed out the need for improvements m 
efficiency and productivity management at SSA. Management support 

Operational Efficiency for productivity improvement has been vocal at the highest levels of tl 

Has Been a Long- agency, and some uutiatives have produced positive, though somewhat 

Standing Problem 
limited, results. For example, the Workload Management Project mltl- 
ated by former Acting Commissioner McSteen resulted m effective 
efforts, such as (1) the temporary transfer of workloads to provide 
relief to overburdened operations staffs, and (2) an initiative that 
focused on the elimination of unnecessary title II and SSI systems alerts 
However, SSA has either dlscontmued efforts it initiated, not acted, or 
has been slow m making needed improvements. This is due, in part, to 
the frequent turnover of commissioners over the last 10 years and a 
value system that has not placed consistent, long-term emphasis on pra 
ductivity management Examples of what happened to various uutla- 
tives to improve field office efficiency follow. 

l In January 1979, GAO briefed Commissioner Ross and his top staff abou 
a wide range of operational efficiency among the 10 regions. GAO esti- 
mated that lmprovmg the regions’ productivity over 5 years, to the lew 
achieved in 1977 by the upper quartile, could save $227 million, or 
13,341 staff years. Commissioner Ross responded that the 1979 reorgai 
izatlon of SSA provided an effective vehicle for resolving the matters 
identified through enhanced management responsibility for and control 
of systems, operating mstructions, and other key functions that directlJ 
affected the field offices Comnussloner Ross resigned m December 1971 
before completing his reorganization and other initiatives, and the prob 
lems persisted. 

. A May 1981 internal SSA proposal for strategic planning and maJor SSA 
goals cited a consultant’s study (the Unit Time Project) that developed 
industrially engmeered standard work times. The proposal stated that 
the study should be given serious consideration and added that a plan o 
action would be produced by September 1982 for standardizmg work 
methods where practical. This proposal was not adopted, and the engl- 
neered standard work times were never adopted. 

l In August 1981, GAO briefed Commissioner Svahn and his top staff abou 
the range of productivity among the regions. GAO estimated that !%A 

could save $122 million annually if all regions achieved the level of pro- 
ductivity achieved by the top three regions in 1978. In March 1982 we 
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issued a report6 to Commissioner Svahn on our findings and recom- 
mended that %A act to improve efficiency. .%A stated that efficiency 
goals were desirable, and agreed to more aggressively pursue opportum- 
ties for automation. SSA added that it also needed more effective meas- 
ures of productivity and began to develop a management mformation 
enhancement proJect. In June 1982 SSA told us that the establishment of 
productivity goals would munediately follow the development of effec- 
tive productivity measurement techmques through the Case Manage- 
ment Control System SSA later abandoned its efforts to develop this 
system 

l In December 1984, SSA’S former Office of Field Operations issued a 
report based on a nationwide review of 22 highly productive, good per- 
forming district offices. The report identified factors that contributed to 
high productivity m the offices, including (1) tight control over work- 
loads, (2) efficient reception area practices, (3) emphasis on taking 
claims by telephone, (4) creative techniques for limiting the effect of 
service area characteristics on productivity, (5) subspecialization OT 
staff to handle discrete workloads, and (6) accurate work measurement 
practices. Specific plans for lmplementmg the report’s recommendations 
were not developed. 

Conclusions We recognize that many factors can contribute to the trends and varia- 
tions m efficiency at ss~. Such factors as changes m the nature and com- 
plexity of SSA’S work caused by legislation and court orders, 
discontinuance and resumption of workloads, differences m the ability 
to acquire and retain high-quality staff among offices, and reportmg 
errors contribute to variations m efficiency. Nevertheless, we believe 
that SSA’S lack of emphasis on productivity over the last several years 1s 
a factor contributing to productivity trends and variations m efficiency 
The lack of performance goals or standards, an agency-wide focal point, 
and measurable objectives, coupled with various practices and policies 
that hinder productivity improvement, form an organizational culture 
that has not placed strong emphasis on efficiency or cost reduction. 
Together, these have made SSA slow to respond to opportumtles for 
improvement and reluctant to hold managers accountable for lmprovmg 
operational efficiency The Commissioner’s Activity Review and Opera- 
tions Tracking System could change SSA’S approach to productivity man- 
agement and sigmflcantly improve its operational efficiency, if 
sustained. 

“Social Secunty’s Field Offlce Management Can Be Improved and Mllllons Can Be Savtd Annually 
Through Improved Productwlty (HRD-82-47, Mar 19, 1982) 
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As m identifies specific opportunities to reduce or shift staffing, it is 
likely to encounter resistance from the Congress and the public. We 
believe SSA will have to develop strategies to deal with this resistance. 
Improved planning and performance measurement might be steps that 
can help demonstrate that SSA has considered the ramifications of such 
actions and has prepared for them, including their effect on service and 
employees. 

Recommendations to 
the Commissioner 

We recommend that the commissioner take the following actions to 
enhance productivity, without diminishing the organization’s strong 
commitment to providing high-quality service to the public. 

l Improve SSA’S focus on productivity by establishing more specific expec 
tations for efficiency in SES contracts and merit pay plans as a basis for 
gauging performance (regional and local variations can be recognized 
where justified). 

l Require the use of work measurement data and periodic cost reports for 
all SSA cost centers (such as regional, area, and district offices) to iden- 
tify targets of opportunity for improved efficiency and cost 
effectiveness. 

l Allocate staff resources to similar units (district/ branch offices, PEGS, 

etc.) based on performance expectations. 
l Develop and implement strategies for addressing external factors that 

could impede improved efficiency. (Section 5 of this report recommends 
other actions %A should take to address employee concerns about staff 
reductions and workload shifts.) 
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Consistent with its history and organizational values, available data 
indicate that .%A performed well m providing timely and accurate ben- 
efit payments and courteous service to the public. However, the agenq 
experienced problems m providing high-quality service, primarily 
related to issuing clear and accurate notices to the public, implementin! 
timely address changes, and responding to mquiries from Medicare ben 
eficianes. Performance m these and, to some extent, other areas is ham 
pered by the lack of performance standards or measures. These 
shortcommgs limit SSA’S ablhty to gauge progress toward goal attam- 
ment and to identify emergmg problems 

SSA Goals Established In March 1984, Acting Commissioner McSteen and SSA’S deputy commis 

but Performance 
Measures Limited 

sioners identified four major agency goals or values to guide the agency 
These were to 

l provide timely and accurate payment of benefits; 
. administer the program efficiently and effectively; 
. render service to the public in a uniform, courteous, sensitive, and dlgn. 

fied manner; and 
. strive toward a positive work climate for all employees. 

To support these agency-wide goals and address long-standing problem: 
they identified eight uutiatives for fiscal year 1985 and nine for fiscal 
year 1986. The initiatives were designed to ensure that agency resource 
were focused on activities that were most important to the agency. 

However, the goals were not accompanied by national standards or 
desired performance levels to gauge progress toward accomplishment. 
Agency measures were available for assessing the timely and accurate 
payment of benefits However, neither standards nor effective measure! 
existed for (1) assessing how the programs were administered; (2) mea- 
suring whether service to the public was provided m a umform, cour- 
teous, sensitive, and dignified manner; or (3) assessing the extent of a 
positive work climate for all employees. 

Shortly after she assumed her position in June 1986, Commissioner 
Hardy identified the followmg six priorities for SSA: 

. Maintain the fiscal integrity of’the social security trust funds. 
l Provide the best service to our beneficiaries. 
l Improve the way we manage our programs. 
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l Use the best and most appropriate technology available to administer 
our programs. 

l Recognize and support the vital role of .%A employees. 
l Educate the public and improve public confidence m social security. 

While there are many similarities between former Acting Comnussloner 
McSteen’s goals and initiatives and Commissioner Hardy’s priorities, 
Commissioner Hardy has also set measurable agency objectives, identl- 
fied performance indicators, included specific results-oriented expecta- 
tions in SES contracts, and established a formal tracking system for her 
priorities. 

SSA Receives High GAO reports show that SSA has generally performed well m providing 

Marks in Several Areas 
courteous, sensitive, and dignified face-to-face and telephone service 
SSA statistics indicate that the agency has performed well m issuing 

Involving Service to timely and accurate benefit payments. 

the Public 

Courteous, Sensitive, and 
Dignified Service 

. 

. 

. 

. 

In November and December 1984, we made a nationwide survey of SSA 
clients to assess their perceptions of SSA’S service. The survey results 
contained in the report, Social Security: Quality of Services Generally 
Rated High Clients Sampled (GAO/HRD-86-8, Jan 30, 1986), showed 
that 

About 78 percent of clients responding rated the SSA service they 
received as good to very good. 
About 89 percent said that SSA employees were courteous. 
88 percent said they had enough or more than enough privacy to discuss 
their business. 
Over 50 percent of respondents rated SSA’S service as somewhat to much 
better than service received from other government agencies 

In addition, m May 1985, we made over 4,000 test telephone calls to 
randomly selected SSA facilities to measure the extent to which SSA is 
accessible by telephone When we made contact with an SSA representa- 
tive, we asked a question primarily to brmg the call to a close. We also 
made a Judgment on the courtesy and accuracy of the response pro- 
vided. As noted m our August 1986 report, Social Security: Improved 
Telephone Accessibility Would Better Serve the Public (GAo/HRD-86-85), 
over 99 percent of the SSA representatives responded courteously m the 
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judgment of the individual placing the call, and representatives pro- 
vided an accurate response in over 95 percent of the calls that reached 
SW. 

Similarly, our contacts with SSA employees and upper level managers 
indicate that service to the public m a courteous, sensitive, and dignifiel 
manner 1s well integrated in SSA’S value system. Ninety-one percent of 
SSA employees who serve the public believed the quality of their umt’s 
service to the public was good to very good. Public service was rated as 
SSA’S most important value by 87 percent of SA’S senior executives who 
responded. 

Timely and Accurate 
Benefit Payments 

Consistent with SSA’S focus on getting the right check to the nght persor 
on time, SSA’S mid-level managers rated timeliness and quality as the 
most and second most important factors, respectively, in doinuheir 
work. Although beneficiaries are generally satisfied with the service 
they receive from SSA, they are not m a position to assess the accuracy 
of calculations and/or benefit decisions. SA has established numerous 
nitasures of quality and timeliness, primarily in initial claims work- 
loads. SA’S data show that it has generally paid benefits in a timely and 
accurate manner. Following are examples of SSA’S accuracy and timeli- 
ness statistics as reported to the House Approprlatlons Committee in 
May 1986. The first set of examples deals with payment accuracy (that 
is, dollars paid accurately)* 

. RsI-99.5 percent’ (5-year trend stable from 1981-85) 
l SsI-96 7 percent (4-year trend up 1.5 percent from fiscal year 1982 

through fiscal year 1985). 

The next set deals with process accuracy (that is, cases paid accurately) 

. RsI-96.6 percent for the quarter ended March 1986. 

. .!%I-98.1 percent for the quarter ended December 1985. 

. DI imtial claims2 -97.3 percent for the quarter ended March 1986. 

. DI reconsrderatlons2-95.9 percent for the period April 1985-March 
1986. 

‘SSA excludes errors less than $5 from its RSI payment accuracy measure This figure also does not 
mclude underpayments 

‘Refers to the medlcal determmat~on of eh@bihty for disablhty benefits as made by the state DDSs 
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Likewise, timeliness statistics for processing initial claims and appeals 
as reported to the House Appropriations Committee for the quarter 
ended March 1986 showed improvements m categories other than dlsa- 
bihty workloads. The followmg items show timeliness in terms of 
processmg time m days: 

l RSH13 -21.2 days (down from 23.8 m the 4th quarter of calendar year 
1983). 

l SSI aged-10 8 days (down from 17.6 in the 4th quarter of calendar year 
1983). 

. SSI blind and disabled-84.0 days (up from 71.8 m the 4th quarter of 
calendar year 1983). 

. DI mitral claims-88.0 days (up from 68.6 m the 4th quarter of calendar 
year 1983). 

. DI reconsiderations-73.0 days (up from 50.3 m the 4th quarter of cal- 
endar year 1983). 

SSA Experienced While service to the public has generally been courteous and sensitive 

Problems in Several 
and payments have been timely and accurate, SSA has experienced prob- 
lems in providing effective program admmlstration and public service m 

Service Delivery Areas several areas. Problems, pnmanly in post-entitlement actlvltles related 
to issuing clear notices, making timely address changes, and admmis- 
termg Medicare responsibllitles, have led to unnecessary public mcon- 
venience, confusion, and concern among beneficiaries, as well as delays 
in payment actions. Computer systems limitations, which led to reliance 
on error-prone and less efficient manual processes, are inherent m many 
of the problems. 

Unclear and Incorrect 
Notices Are Still a Major 
Problem 

One of SA’S most significant long-standing problems in providing quality 
public service relates to its issuance of unclear or incorrect notices to the 
public. In general, unclear and incorrect notices are caused by various 
factors, including hmitatlons or problems in SSA’S computer systems, 
employee errors, lack of adherence to established pohcy, inadequate 
review,4 and the complex&y of the programs involved. Also, language of 
SSA notices has frequently been ordered by courts or agreed to m court 

3Retxement, Surv~ors, and Health Insurance 

4Revlew of notlces that are partially computer generated at PSCs and ODO IS comphcated because 
employees responsible for the notlces mstruct the computer by code on what paragraphs to produce, 
but cannot see the actual notice on a video display termmal Review 1s further comphcated because 
these employees are m different locations from where the notlces are pnnted 
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settlements. SSA’S incorrect or unclear notices have caused confusion, 
concern, and uncertainty among beneficiaries, while producing addi- 
tional work for SSA. 

Although various efforts have been made to correct these problems, 
they still exist. SSA’S current effort, initiated in 1984, has made progres 
in several areas, but problems continue and will persist unless addition 
action is taken. 

Notices are generally correspondence to individuals concernmg their 
benefits or eligibility. Most SSA notices are computer generated, while 
the balance are manually generated or are a manual/computer combma 
tion Although the total number of notices SSA prepares is not known, 
computer-generated and manual/computer combmation notices amount 
to more than 40 million annually, according to SSA officials. Because 
notices are often incorrect or unclear, beneficiaries must frequently car 
tact SSA by telephone or visit a field office to correct an error% obtain 
clarification. These efforts are often frustrating because SSA’S field 
office employees frequently do not have access to the mformation 
needed to explain the notice. The ss~ field office employee often has to 
tell beneficiaries that they will be contacted later with an explanation. 
In commentmg on this situation, SSA headquarters officials said that in 
most cases they believe field office employees do have access to suffi- 
cient information. However, .%A agreed to look mto this situation to 
determine what the problem is and what actions are needed. 

Most notice-related inquiries and problems evolve from title II post-enti 
tlement notices. As noted in our February 1981 report, Social Security 
Needs to Better Plan, Develop, and Implement Its Malor ADP Systems 
Redesign Prqlects (GAO/HRD-81-47), the notices generated by the com- 
puter system in early 1979 were frequently erroneous, confusing, and 
unintelligible. In some cases, even local office personnel were unable to 
interpret the notices and had to request assistance from PSC personnel 
before respondmg to beneficiary inquiries. For example, the first 11 
lmes of one such notice issued m 1979 contained the followmg 
statements: 

“We received your work report showmg that you worked m January through 
December and earned $3,765 00 m 1978 and that you expect to earn $2,227 00 m 
1979 

“Because you did not earn more than $3,240 00 in 1978, we are not required to with 
hold any benefits for that year 
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“Because you do not expect to earn more than $4,500.00 in 1979, we are not 
required to withhold any benefits 

“The amount of the overpayment will be recovered by withholding $47 00 a month 
from your benefit payments beginning May 1979 ” 

As shown above, this notice not only contained contradictory mforma- 
tion regarding the amount of the beneficiary’s earnings for 1978, but 
also informed the beneficiary that future benefit payments would be 
reduced to recover an overpayment, even though earlier statements 
indicated that no such benefit wlthholding was required. 

The first 12 lines of a notice issued m 1986 contained the following 
statements: 

“Our records show that you earned $11,228 00 m 1984 

“If you disagree with this amount, please get m touch with your Social Securit! 
office and bring a record of your earnings 

“Based on your earnings on our records, you have been overpaid 82,550 00 for 
1984 

“In addition, a late filing penalty will be held back from your benefit because you 
did not file a 1984 work report 

“Because of mformatlon on our records, you have been underpaid $114 00 for 1986 

“You should refund the $6,003 00 overpayment within 30 days Please make your 
check or money order payable to Social Security Admuustratlon, Claim Number 
[XXX-XX-XXXX], and mall it m the enclosed envelope ” 

As shown, this notice also contams contradictory information and shows 
that unclear notices continue to be a problem. Although additional mfor- 
matlon was provided on a subsequent page, the mformatlon needed for 
the computation of the $6,003 00 overpayment had to be gathered from 
data on two separate pages of the notice. As was the case m 1979, field 
office personnel told us they are frequently unable to explain notices 
and must get help from PSC personnel who have access to the recipients’ 
records before responding. This situation exists even though SSA’S 
notices direct recipients to contact any SSA office for further 
information 

Many SSI notices are also unclear or confusmg. For example, in October 
1985, SSA’S Office of Supplemental Security Income reported that several 
service representatives from one field office noted that fluctuating 
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income leads to notices that recipients interpret to mean that their hem 
fits are being terminated rather than suspended for 1 month. This spe- 
cific notice problem has been addressed through the Notice Clearance 
Process. SSA modified SSI notices in September 1986 to explain that the 
termmation of benefits could be temporary. 

In a March 1986 report on an assessment of one field office’s admmis- 
tration of SSI, SSA’S Office of Supplemental Security Income found defi- 
ciencies in each of the 23 notices reviewed. The report stated: 

“No special procedures exist to assure that manual notices meet mmimum stan- 
dards of quality and accuracy Although the OS [Operations Supervisor] performs a 
100 percent review of uutlal claims and redetermmatlons, the maJorlty of DO [Dls- 
trict Office] prepared notices are in overpayment cases, which are not routinely 
reviewed I’ 

SSA is now evaluating the results of the Field Office Notice Qu$ty 
Improvement Plan, which was implemented in January 1986. As a resu 
of this evaluation, SSA is considering requiring a 5-percent random 
review of correspondence sent to the public, mcluding overpayment 
notices. The correspondence will be reviewed for content, as well as 
clarity, structure, general appearance, and typographical errors. 

SSA currently issues about 900,000 SSI overpayment notices each year, 
and all are prepared manually m field offices. In a January 1979 report 
Social Security Should Improve Its Collection of Overpments to Sup- 
plemental Security Income Recipients (GAO/HRD-7%21), we recommendel 
that the SSI system be modified to provide automated overpayment 
notices directly to recipients. This could be done when the overpay- 
ments are detected as a result of computer data exchanges with other 
federal benefit-paying programs In our view, such action, if effectively 
taken, would have (1) relieved the field offices from having to take time 
to manually prepare and mail overpayment notices to every overpaid 
recipient and (2) helped increase the likelihood that an overpaid recip- 
ient receives timely notification 

As of September 1986-over 7 years later-the SSI system has not been 
modified to provide automated overpayment notices. This results m less 
efficient and more error-prone manual preparation of notices. SSA 
expects to automate about 50 percent of SSI overpayment notices by 
early 1987. As an interim measure, SSA has provided word processing 
equipment to less than half of its field offices, which together handle 85 
percent of the national workload. It also plans to install micro-computer 
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equipment with word processing capability m its field offices within the 
next year 

Although the total number of confusing or incorrect SSA notices is not 
known, it appears to be substantial. According to our 1984 survey of SSA 
clients, 67 percent of clients responding believed the mail they received 
from SSA was generally easy to very easy to understand, nevertheless, 
about 50 percent of beneficiaries who received various types of mail 
from SSA found it necessary to contact the agency for clarification. Also, 
two reports prepared by SSA’S Office of Assessment in 1985 mdlcate that 
many poor quality notices are issued. One report concluded that quahty 
of RSI notice content is generally poor, including notices prepared by the 
computer system Another report concluded that while SSA’S pilot effort 
to obtain mid-1984 earnmgs estimates from beneficiaries was generally 
very successful, over 50,000 beneficiaries received the wrong notice, 
and about $20 milhon m benefits were withheld or paid mcorrectly_due 
to several factors, includmg computer system problems. 

According to various SSA officials mvolved in the notice process, several 
factors account for ?&A’S slow progress m resolving its notice problem 
These mclude: 

Lack of sustained management attention and leadership and an mte- 
grated, agency-wide planning system 
Fragmentation of responsibility and lack of accountability due to orgam- 
zational structure problems. 
Changing SSA leadership and lack of sufficient priority within SSA’S 

Office of Systems-partly due to limitations in SSA’S planning efforts. 
Fundamental computer-related transaction processing problems related 
to poor quality notices, particularly in the title II post-entitlement area 5 
Management emphasis on uutial claims relative to other work 

SSA’S recent initiative to improve notices-the Issue Clear Notices Pro- 
Ject-was established m 1984 by Actmg Commissioner McSteen This 
effort, under the direction of the deputy commissioner for operations, 
has resulted in a number of positive actions. These actions mclude 
developing s%-wide standards for notice preparation, contmumg efforts 
to reformat notices and improve the language, setting up a notice clear- 
ance staff, and sampling notices to check quality Also, SSA has held six 

‘Accordmg to a Systems official, SSA has corrected mdlvldual problems m its computer system as 
they have been Identified, but It has not addressed the genenc problems in the software because this 
has not been identified as a pnonty m the ADP plannmg system 
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Changing Addresses 

notice-writing workshops and plans to hold additional training session 
and to test notice language with the public 

While these efforts should help, the problem will not be fully resolved 
without more action Additional supervisory attention to and review o 
notices are steps that can help reduce errors and improve the clarity o 
notices in the short term. However, correctmg computer-generated 
notices is a more complex problem According to SSA, the title II post- 
entitlement area accounts for much of SSA’S unclear or incorrect notice! 
problem This problem cannot be fully resolved without significant sof 
ware improvements. 

SSA has looked primarily to SMP to improve notices. However, it will be 
several years before a new system for generating post-entitlement 
notices is on-line and working effectively. According to an SSA official, 
without sigmficant improvements m computer software, the @ue Clea 
Notices Project will result m largely “nicer looking confusing notices.” 

After our discussions with SSA senior officials on this issue, SSA recog- 
nized that an interim improvement plan was required while awaiting 
implementation of systems moderruzation. As a result, the agency is 
developing a plan for enhancements that can be made withm the next : 
years. 

A number of internal SA studies and memorandums have highlighted 
lengthy delays between beneficiary requests for changes of address an 
the actual mailing of checks to the new address. However, no sustained 
efforts have been implemented for improvement. A summary of the 
findings from internal studies follows. 

Only 10 percent of change of address reports result in changing the nex 
check 
Of the approximately 70,000 nonreceipt of check claims filed each 
month, one-half involve a recent address change. 
SA cannot process an address change filed in advance. By the time a 
service representative is sure a change input will not erroneously 
change the current month’s check, it may be too late to change the 
address for the following month’s check. 

A complex interaction of systems hmitations, employee misunderstand- 
ings of SSA computer systems operations, and Treasury cut-off dates arc 
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among the reasons for SSA’S poor change of address service. These prob- 
lems impair service to the public and create unnecessary work. SSA plans 
to improve its computer system to better handle address changes by late 
1987. 

Responding to Medicare 
Beneficiaries 

CSA estimates that it expended over 3,000 work-years on Medicare activ- 
ities during fiscal year 1986. SSA field office personnel have been frus- 
trated by a variety of problems related to providing adequate service to 
Medicare beneficiaries who seek assistance. Field office personnel are 
often not aware of Medicare initiatives, especially m relation to new leg- 
islation, which have caused numerous changes in the program over the 
last several years. POMS instructions are not issued timely, and HCFA has 
focused its efforts on issuing operating instructions to Medicare carriers 
and mtermediaries as opposed to SSA field offices. Also, the mabihty of 
some Medicare contractors to handle all of their telephone traffic h_as 
led to increased numbers of Medicare inquiries at SSA field offices. 

A February 1986 mternal SSA memorandum linked these problems, m 
part, to reorganizations. A common thread m the Medicare situation is 
the inadequate commumcation between SSA and HCFA and undefined 
component roles and responsibilities. SSA field office employees are often 
unable to promptly get information from HCFA or resolution of benefi- 
ciary problems m the Medicare program, which results m poor public 
service as shown by the followmg examples. 

First, SSA field office employees frequently cannot answer basic ques- 
tions asked by Medicare beneficiaries, such as, “Was my Medicare bill 
paid?” or “When will my Medicare bill be paid?” without contacting 
HCFA or the contractor for mformation. According to field office service 
representatives, this is very frustrating because the notices and other 
public information tell beneficiaries to contact the SSA field office if 
there are any questions 

In a second example, field office employees from one district office tried 
from June 1985 through March 1986 to have Medicare ehgibihty estab- 
lished so that a beneficiary’s medical bills could be paid About 75 con- 
tacts had to be made between the field office, regional and central SSA 

offices, HCFA, the Medicare contractor, and the beneficiary to resolve the 
problem. The problem mvolved difficulties m lmkmg F&A and HCFA data 
systems and affected establishing Medicare eligibility at HCFA, issuing a 
Medicare card, and paying Medicare claims In April 1986, as a result of 
these difficulties, an SSA San Francisco regional circular advised field 
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offices of an ongoing computer system problem that had been affecting 
retirement and disability beneficiaries since the beginning of 1984. The 
circular said interim steps were being taken to address the problem unt 
a more long-term solution could be made. 

In another example, in March 1986, a PX requested a field office to 
follow up on an October 1985 HCFA death notiflcatlon. Field office 
employees, through a phone call and an April 1986 visit to the benefl- 
ciary, found that the beneficiary was still living and forwarded the 
information to the PSC The field office service representative said the 
erroneous death notiflcatlon and contact by SSA greatly upset the benef 
clary. The computer system automatically suspended the beneficiary’s 
benefits, and the field office received another psc follow-up request in 
May 1986 The service representative again informed the psc of the ben 
eficiary’s status. 

In July 1986, the Medicare mformation system available to the service 
representative showed that the death notification had been removed. 
But, m early August, the beneficiary complained that Medicare notified 
bun that he had died on October 23, 1985, and that his medical bills 
were being reJected. The beneficiary sent a letter to the local social 
security office (as the Medicare letter directed him to), stating that he 
was still alive. 

In August 1986, the service representative called a “Medicare Hotline” 
at the regional office and was told to call Medicare, and to call back “if 
there were problems.” After numerous attempts over 10 days, the ser- 
vice representative contacted Medicare and was told that the Medicare 
computer records still showed that the beneficiary was dead, while the 
Medicare mformatlon she could access showed the beneficiary was 
alive. The Medicare employee asked the service representative to obtalr 
another Medicare system query and then send it to HCFA The service 
representative said it would take another 3 to 10 days to get the query, 
and then more time to mall it to the Medicare employee before anything 
else could be done. 

According to an SSA district office supervisor, this type of situation 
occurs m his office a few times every month Both he and the service 
representative said these situations are upsetting to the beneficiaries, 
are frustrating to employees because they cannot help the beneficiary 
and have difficulty getting quick resolution, and reflect poorly on them 
because they appear incompetent to the beneficiaries. 
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Other Problems Providing SSA has not met its goal of providmg uniform service to persons 
Uniform, Sensitive Service throughout the nation for a variety of reasons. These include service 

delivery variations among SSA’S offices and differences in admuustrative 
practices among SSA offices and DDSS. 

For example, in our 1985 survey of access to SSA by telephone, we found 
that callers experienced easy access to SSA’S teleservice centers from 26 
percent of the time to 97 percent of the time depending on which center 
was called. According to several SSA headquarters and field office mana- 
gers, this variation could result from a large volume of call activity com- 
bined with factors ranging from staffing imbalances to problems with 
managing line and trunk configurations 

Since the inception of the mandated contmumg disabihty reviews m 
1981, there has been controversy over the reexammation process The 
1980 Disability Amendments required SSA to review, once every 3 years, 
cases where disabihty was not permanent. The review process resulted 
in large numbers of beneficiaries being dropped from the rolls and m 
complaints to the Congress regarding msensitive service In addition, a 
high percentage of beneficiaries who chose to appeal their removals won 
their cases. 

Much of the controversy with the reviews concerned whether medical 
improvement had to be shown before an mdividual on the disabihty 
rolls was terminated. In 1983 and 1984, 18 state DDSS were ordered by 
their governors or federal courts to stop processing termmations or to 
provide evidence of medical improvement before terminating disability 
beneficiaries 

The confusion and public outcry resulted m the Secretary of HHS estab- 
lishing a national moratorium on all contmumg disability reviews m 
April 1984.6 In October 1984, Public Law 98-460 established, among 
other things, a medical improvement standard for the reviews. 

6A lmuted number of cases were not placed under the moratnnum until October 1984 
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National Performance While SSA has established broad service delivery goals, it has not estab- 

Measures Have h’ot 
lished national goals or performance standards and measures for many 
of the workloads discussed m the preceding examples, such as address 

Been Established for changes and Medicare services. Nor does it have performance standard 

Many Services or for several other types of workloads or services, such as telephone ser- 

Workloads 
vice provided by district/branch offices or statewide answermg umts o 
the timeliness of its overpayment recovery efforts Consequently, it wa 
not m a good position to identify the extent of existing or emerging 
problems or exercise effective control over operations by comparmg 
actual to expected performance 

For example, it is unable to readily determine when or where m the pro 
cess overpayment recovery backlogs are occurring Furthermore, SSA 
currently does not systematically obtain mformation from the public or 
their perceptions of the quality, efficiency, timelmess, or effectiveness 
of service. This type of information could help SSA’S top management 
identify and take timely action on potential problems related to both 
service delivery and work environment. SSA is developing a request for 
proposal to contract out all phases of an ongoing client survey. 

In October 1986, SSA established objectives and measures for several of 
its services and workloads. These include (1) increasing the timeliness o 
earnings records postings, (2) reducing its backlog of earnings records 
discrepancies, (3) improvmg the clarity of notices, (4) reducing overpay 
ment recovery backlogs, and (5) improving satisfaction among users of 
SSA services. Commissioner Hardy plans to track SSA’S progress m 
meeting the performance objectives established through her operational 
tracking system. In addition, the Office of Assessment is estabhshmg a 
system to review selected post-entitlement activities m field offices. The 
system will measure the effectiveness and accuracy with which benefi- 
ciary problems, questions, and reports are handled and is scheduled for 
implementation in the spring of 1987. 

Conclusions .SSA’S action to establish standards and measures for the quality of 
notices to the public and other areas is an important step in improvmg 
services to the public. However, SSA has the opporturuty to more effec- 
tively provide high-quality service by developing national performance 
standards and measures for several other important services, such as 
address changes and assisting Medicare beneficiaries. Without stan- 
dards or measures, SSA is not in an optimum position to control its opera 
tions by gauging progress toward goal attainment and identifying 
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emerging problem areas. Such tools are vital m SSA’S changmg envlron- 
ment as the impact of operational changes must be judged in terms of 
their effects on service to the public. 

Recommendations to We recommend that the commissioner: 

the Commissioner 9 Establish national performance standards and measures for important 
services, such as address changes and services to Medicare beneficiaries. 

l Hold managers accountable for meeting performance standards. 
l Consider what additional actions are necessary to improve notices sent 

to the public and SSA’S ability to respond to recipient questions. Specific 
areas that need to be considered are (1) expediting necessary computer 
system improvements, (2) holding employees and supervisory personnel 
more accountable for notice quality, and (3) determinmg the extent to 
which SSA field offices have sufficient information to explam notices to 
recipients. 

l More systematically identify field office problems in serving Medicare 
beneficiaries and promptly develop resolutions. Assistance should be 
sought from the Secretary of HHS, if necessary. 
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Improve and Maintain Work-Force Quality and 
a Favorable Work Climate 

To efficiently and effectively administer its programs, SSA needs a high 
quality motivated work force. During a period of substantial operation; 
change, such as SSA is currently experiencing, research shows that 
careful attention must be paid to the following aspects of employees’ 
work climate. 

Pay and benefits. 
Working conditions. 
Supervision. 
Promotion potential. 
Job security. 
Respectful treatment. 
Job satisfaction. 
Information on change. 

Many of EGA’S managers and employees expressed satisfaction-with cer- 
tam aspects of the areas of pay, working conditions, supervision, and 
job satisfaction. In addition, they demonstrated a high degree of commit 
ment to E&A’s mission and its most important value-providing high- 
quality service to the public. On the other hand, managers and 
employees were not very satisfied in the areas of promotion potential, 
Job security, and information provided to them by management about 
changes. This dissatisfaction has evidenced itself in low morale and sev- 
eral other emerging problems, which include an increasing heavy pres- 
sure on individuals to complete workloads as SSA contmues to cut staff 
through attrition and a potential leadership crisis if large numbers of 
senior and mid-level managers choose to retire soon and SSA does not 
develop suitable replacements. 

Although SSA has recognized the value of providing a favorable work 
climate, it has done little to measure work climate or develop a plan to 
improve it. As a result, S.SA has not been fully aware of the employee 
concerns mentioned above. Unless SSA takes a more aggressive approach 
toward demonstrating concern for its employees and developing new 
managers, morale, dedication, and leadership could deteriorate to the 
point where productivity and quality of work would suffer sigmficantly, 

Much of the material included m this section was primarily developed 
from the information provided to us by SSA’S senior executives, mana- 
gers, and employees m interviews or questionnaires. While we were able 
to verify some of this mformation, time did not allow us to verify all of 
it. However, m most cases the unverified mformation was consistently 
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provided by a large number of the interviewees or respondents; conse- 
quently, we believe that it should be reported to SSA'S management for 
consideration. As such, much of this mformation is opinion, attributable 
either to SSA employees or GAO, as noted. 

Commissioner Hardy stated in her comments on this report that mam- 
taining the quality of SSA’S work force and work climate is among her 
highest priorities as SSA undergoes major changes. She said she will care- 
fully consider our findings and recommendations in this area. As part of 
her Commissioner’s Activities Review and Operations Tracking System, 
she established an ObJeCtiVe to provide employee growth and Job enrich- 
ment through six major activities These activities included developing a 
plan for increasing employee award amounts, implementing a compre- 
hensive management and career development program, and improvmg 
commumcations with employees mcludmg a plan to assess their 
concerns. 

These actions should reduce many concerns of both employees and man- 
agers However, they do not address all of the concerns. For example, 
more needs to be done to deal with problems that field offices are 
experiencing m developing and retaming quality operations supervisors, 
and m resolvmg the inherent conflict between maintaining production 
goals and providing substantial trammg for employees, while absorbing 
staff cuts. It is unclear whether SSA’S new management development 
programs will address problems associated with the potential for a large 
number of upper level management retirements. And it is still unclear 
what specific steps will be taken to (1) measure and improve work ch- 
mate, (2) communicate timely to employees more information on 
planned operational improvements and their effects on staff, and (3) 
assess the emphasis given by managers to initial claims production 
goals 

Page 199 GAO/HRD4?7-39 SSA Management Review 



Chapter 15 

Demonstrate More Concern for Employees 
During Change 

SSA is undergoing a number of maJor operational and managerial 
changes, mcluding staff reductions, computer modernization, and work 
load shifts. SSA employees told us these have had and could continue to 
have substantial effects on staff morale and productivity. Recogmzmg 
this, SSA has taken several steps to show its commitment to protecting 
staff Interests; however, these actions have not been sufficient to allay 
staff fears about management’s intentions and concern for them during 
this period of change. 

SSA Is Lkdergoing 
Xumerous Major 
Managerial and 
Operational Changes 

SSA IS undergoing a series of substantial changes. In 1985, at OMB'S direc 
tion, it began planning and implementmg a 20-percent work-force reduc 
tion (about 17,000 people) to be accomplished over the 6-year period 
endmg in 1990. Although the target seems to be arbitrary, we believe 
that OMB'S and SSA’S presumptions were that (1) planned systems 
improvements could reduce manual work and (2) there was ab room 
for improvements m SSA’S operations, thereby requiring fewer staff. 

As discussed in chapter 11, SMP is intended to improve service to the 
public through improved accuracy and timeliness in its claims, post-enti 
tlement, earnings maintenance, and enumeration functions. According tc 
SSA, it should reduce many manual processes and some of the associated 
staff However, it will require retrammg the remammg staff to perform 
newly automated tasks Accordingly, SMP is surrounded by considerable 
uncertainty as to (1) the number and types of staff that will be down- 
graded or no longer needed, (2) which staff will need to be retrained to 
perform new tasks, and (3) whether remaining staff will need to be relo- 
cated to balance individual office needs and workloads. 

In addition, all federal agencies are being affected by government-wide 
budget reductions associated with the Gramm-Rudman-Hollings legisla- 
tion aimed at reducing federal expenditures. .SSA reported reducing its 
full-time equivalents by 1,180 for 1986 to comply with this legislation 
According to .%A officials, SSA will not have reductions attributable to 
Gramm-Rudman-Hollmgs m 1987, but additional staff reductions may 
be needed in future years, depending on the extent to which annual 
budget deficit targets are met Employees feel uncertainty about the 
future effect on their Jobs and activities as they read and hear about 
these actions and those of other federal agencies m their efforts to meet 
the legislation’s goals. 

SSA IS also embarking on a major workload shift as it attempts to 
improve efficiency and streamline operations by transferring much of 
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the final claims authorization workload from its PSCS to its district 
offices. Also, while SSA has not announced plans to reduce the number of 
field offices, it has recently conducted its first comprehensive review of 
the location, size, and need for field offices. This has raised questions m 
the minds of field personnel regarding the future field structure These 
questions take on particular sigmficance considermg that in 1983 the 
Grace Commission recommended a reduction from about 1,300 to 500 m 
field offices. Finally, on June 26, 1986, a new commissioner assumed 
office. Whrle a change in comnussloners has become somewhat routine 
(there have been 10 different top executives in the last 13 years), it 
means another new leadership style and possible changes to some of the 
plans and priorities for the agency, as has happened m the past 

Management Efforts to SSA has taken several steps to reduce the negative effects of changes on 

Minimize Effects of 
staff First, when the 17,000 person staff cut was made public, manage- 
ment said it would be implemented over a 6-year period using attriZion 

Changes rather than layoffs of staff. This, it was hoped, would allay employees’ 
uncertainty about their Jobs and help mamtam productivity. Second, 
when systems changes were being planned, representative groups of 
field office staff were consulted to obtam then perspective on user 
needs. SSA has also given some upper and mid-level managers training on 
how to deal with change m general, which may help them accept and 
manage changes more readily. In addition, SSA entered into an agreement 
with the American Federation of Government Employees m June 1985 
to deal with various personnel and other issues arising from the imple- 
mentation of SMP. While the agreement continues to be in effect, manage- 
ment and union officials believe its chances for success are questionable 
because of disagreements between them regarding the role of the union 
m making decisions. 

SSA Employees Are 
Concerned About the 
Effects of Changes 

Despite top management’s assurances that it would protect the work 
force, employees and mid-level managers are still concerned about the 
effect of staff reductions and other operational changes Sixty-three per- 
cent of the claims and service representatives and about 79 percent of 
the computer specialists said that management did not demonstrate 
much concern for them when mador organizational or operational 
changes were made. In addition, about 32 percent of mid-level managers 
said that management did not give much consideration to human fac- 
tnr- Ollrb 0n fe-r nf rhanoe and the concerns of affected staff, before 
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the final claims authorization workload from its pscs to its district 
offices. Also, while SSA has not announced plans to reduce the number of 
field offices, it has recently conducted its first comprehensive review of 
the location, size, and need for field offices. This has raised questions in 
the mmds of field personnel regarding the future field structure. These 
questions take on particular significance considermg that in 1983 the 
Grace Commission recommended a reduction from about 1,300 to 500 m 
field offices. Finally, on June 26, 1986, a new commissioner assumed 
office. While a change m commissioners has become somewhat routine 
(there have been 10 different top executives m the last 13 years), lt 
means another new leadership style and possible changes to some of the 
plans and priorities for the agency, as has happened in the past. 

Management Efforts to SSA has taken several steps to reduce the negative effects of changes on 

Minimize Effects of 
Changes 

staff. First, when the 17,000 person staff cut was made public, manage- 
ment said rt would be implemented over a 6-year period usmg attrixon 
rather than layoffs of staff. This, it was hoped, would allay employees’ 
uncertainty about their Jobs and help maintain productivity Second, 
when systems changes were being planned, representative groups of 
field office staff were consulted to obtain their perspective on user 
needs SSA has also given some upper and mid-level managers training on 
how to deal with change m general, which may help them accept and 
manage changes more readily In addition, SSA entered into an agreement 
with the American Federation of Government Employees m June 1985 
to deal with various personnel and other issues arising from the imple- 
mentation of SMP. While the agreement continues to be in effect, manage- 
ment and union officials believe its chances for success are questionable 
because of disagreements between them regarding the role of the union 
m making decisions 

SSA Employees Are Despite top management’s assurances that it would protect the work 

Concerned About the 
force, employees and mid-level managers are still concerned about the 
effect of staff reductions and other operational changes. Sixty-three per- 

Effects of Changes cent of the claims and service representatives and about 79 percent of 
the computer specialists said that management did not demonstrate 
much concern for them when major organizational or operational 
changes were made In addition, about 32 percent of mid-level managers 
said that management did not give much consideration to human fac- 
tors, such as fear of change and the concerns of affected staff, before 
making operational changes. 
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Some psc employees we utter-viewed were concerned about their future 
duties and responsibilities, including the nature of their Jobs, their grad 
levels, promotion opportunities, and the possibility of being asked to 
move to district or branch offices. They said that they have not been 
kept fully informed about their futures as SMP progresses and the contil 
uing shift in authority is transferred from pscs to field offices. 

Some field office personnel were concerned that work pressures on the] 
would substantially increase because new automated processes would 
have to be learned, while management would continue to stress main- 
taining quality and timeliness statistics for their normal workloads. For 
example, the claims modernization project, which requires considerable 
staff training time as well as a learning curve that includes probable 
short-term productivity losses, is being implemented m field offices at 
the same time that staff are being cut. The placement of personal com- 
puters for use u-r field offices is also scheduled to take place dting this 
period. This means that there will be several situations where staff will 
need to devote valuable work time to learning new processes. Individua 
employees made the followmg comments to us. 

l The implementation of claims modernization m the district had a gener- 
ally negative effect on employees. Claims representatives had to meet 
previously established processing goals, but they were not given any 
credit for the additional work required by the new system. Although, 
during the initial learnmg phase, it takes longer to process claims 
through a new system and it requires additional training to do so, man- 
agement has not given up on its expectations 

l To become proficient on the modernized ADP system, staff will need a lot 
of training There is not enough time available for staff to complete rou- 
tine workloads and be trained to use the new system This has caused 
the pendmg claims workload to grow substantially m some locations. 
Employees felt pressure to work overtime and weekends. 

In addition, many district office employees we mterviewed were con- 
cerned about the effect of restartmg the special dlsabillty reviews to 
determme if indrviduals continue to be eligible for benefits at a time 
when staffing will be decreasing. Employees expressed concern about 
the time necessary to mterview beneficiaries (up to 2 hours each) and 
the extensive paperwork involved m conducting these reviews Several 
district office staff also expressed concern about what they perceived to 
be unclear ss~ pollcles on the continuing dlsablllty review process. 
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Comments provided by Office of Systems employees on our question- 
naire included concern about (1) the frequent changes in SMP direction, 
(2) changes in Office of Systems’ emphasis, and (3) the subsequent 
abrupt shifting of employees from project to project 

Reasons Why 
Employees Have 
Kegative Perceptions 

Our work suggests several possible reasons why employees and mid- 
level managers perceive that top management does not sufficiently care 
about human factors during periods of change These include the 
following 

l Inadequate commumcatlon by SSA of the details of planned changes 
(their benefits and anticipated problems) This would include antici- 
pated adverse effects on employees and how management intends to 
address the problems, and progress made toward implementing changes 
and resolving problems 

l SSA has not demonstrated by action that management is attempting to 
address employee concerns about dimuushed opportumties for advance- 
ment. About 70 percent of the nonmanagerial employees said that pro- 
motion potential was an important or very important motivating factor, 
yet about half indicated dissatisfaction with their advancement oppor- 
tunities. More than half of the employees believe there is low morale m 
their units, and they believe lack of promotion potential is the number 
one reason. Employees selected “enhance promotional opportunities” 
more frequently than any other management or operations change they 
would make. 

l SSA may not have given employees sufficient opportumties to provide 
their views on what s&%-wide changes might be appropriate or how 
desired changes can be best approached. About 60 percent of the non- 
managerial employees (about one-third for computer staff) said then 
advice was not solicited on decisions regarding the numbers of workers 
needed to handle workloads, the numbers and types of equipment 
needed, and the best way to deal with increased automation 

l SES and merit pay standards stressed timelmess and production goals, 
but did not provide appropriate time allowances for employees to learn 
new procedures and techniques About half of the employees (excludmg 
the computer staff) and field mid-level managers who believed morale to 
be low in their units also believed that a major contributing factor was 
that too much emphasis was being given to timelmess and production 
expectations. ss~ standards need to recognize the time investment 
needed for training on new automated processes, claims authorization, 
etc., until these processes become routine. 
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In October 1986, SSA established an obJective, as part of Commissioner 
Hardy’s operational planning and tracking system, to improve commun 
cation with employees and increase their awareness of management’s 
goals. .!%A plans to complete development of a plan for this ObJectlve an 
begin implementation in early 1987 

Conclusions Many SA managers and employees believe that before making major 
operational changes, ESA’S upper level management has not given suffi- 
cient attention to such things as fear of change and concerns of affecter 
staff. Although SSA has attempted to communicate with its employees o 
changes planned or underway, its efforts have not had their desired 
effect on demonstratmg its concern to employees. SSA’S plans to improve 
communications with employees should help to alleviate employees’ 
negative perceptions about management’s concern for them. 

Recommendations to We recommend that the commissioner* 

the Commissioner l Improve commumcations with employees on maJor changes planned or 
underway, their benefits and possible adverse effects on employees, 
actions planned or being taken to address these problems, and progress 
being made. Priority should be given to better informing them on more 
specifics about staff reductions and systems modernization 

. Assess what can be done to address employee concerns about dimm- 
lshed advancement opportunities. Restructurmg Jobs or reevaluating 
grade structures for employees assuming greater or more complex 
responsibilities as a result of increased computerization and/or shifting 
of responsibilities among umts should be considered. 

l As part of her nutlative to improve communication with employees, fur 
ther encourage managers and supervisors to solmit employees’ advice or 
ssA-wide changes needed or how to best deal with various changes. 

. Reassess SES contracts and merit pay plans to see that work production 
goals give consideration to the tune employees need to learn new tech- 
niques during SMP implementation. 
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Developing qualified, experienced, and effective managers is cntlcal tc 
the success of any organization. While .%A traditionally enjoyed a 
favorable reputation in the federal government for the way it managec 
programs, this has eroded over the last 10 to 12 years, particularly in 
the computer systems and disability areas. SSA will need to depend on j 
managers to reverse this trend and deal with emerging management 
issues. However, this will be complicated by the fact that its current 
management ranks could be depleted by retirements and its develop- 
ment efforts for new managers are inadequate. 

Many SSA Managers 
Could Retire Soon 

SSA mformation shows that it could experience retirements’ in the rank 
of its upper level managers over the next 5 years that could have a 
maJor effect on the agency’s overall management. For example. 

. 41 percent of SSA’S SES corps will be eligible for optional retirement, 
including 35 percent of the headquarters SIB staff and 75 percent of th 
field SES staff. Another 42 percent of the SES corps would be ehglble for 
early retirement. 

. 55 percent of the Grade 15 managers will be eligible for optional retire 
ment, including 31 percent at headquarters, 66 percent m the field, am 
64 percent m OHA. Another 21 percent of the Grade 15’s would be eli- 
gible for early retirement. 

l 40 percent of the Grade 14 managers will be eligible to retire, including 
28 percent m headquarters, 54 percent in the field, and 44 percent in 
OHA. Another 37 percent of the Grade 14’s would be eligible for early 
retirement. 

The potential effects on individual orgaruzational components by type 
retirement can be seen in figure 16.1 

‘These represent potential retirements which could be allowed by “optlonai” retirements routmely 
permitted at the option of federal employees who meet eh@blhty requirements beguvung at age 55, 
and/or a special “early out” authonzatlon which has been consldered by SSA, If requested by them 
and approved by OPM 
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Figure 16.1: SSA Managers Who Are 
Ehgible for Optional or Early-Out 
Retirement Between 1966 and 1991 120 SESers, Grade 159, & Grade 14s Eligible to Retire (Percent of Total) 

t Optional Retirement 

1-1 Early Out Retirement - 

According to .%A, Its experience with retirements shows that about one- 
third of those eligible to retire choose to do so in any year. This means 
that about 330 managers would retire under optional retirement and 
another 200 could take early retirement over the next 5 years. This 
could place heavy demands on management development and recruiting 
efforts over the next several years. However, SSA is not operating effec- 
tive, formal agency-wide programs for identifying and developing 
potential SES or mid-level managers. 

A former SSA assistant commissioner, hired as a consultant by the 
National Commrssron on Social Security, which was exammmg SSA’S 
management problems m 1980, had the following to say with respect to 
management turnover as rt related to SSA’S problems at that time. 
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“The massive loss of first generation leadership had a severe adverse Impact on 
SSA’s ablhty to perform its tasks because it took place over a short period of time 
and because SSA has not selected and adequately trained replacements to fill the 
Important slots they vacated ” 

SES Development SSA’S current management development efforts are inadequate to pro- 

Efforts Are Inadequate 
vide enough highly qualified SES managers m the future Before 1983, 
HHS operated a department-wide SES candidate development program 
This program placed five SSA employees in SES positions between its 
inception in 1979 and 1983. SSA established its own program in 1983, 
and since then has had only one class, with six candidates. Of the six, 
one was appointed to an SES position in SSA, three remain in the program 
one left SSA, and one completed the program, but has not received an SE 
appomtment. According to officials, SSA stopped identifying and devel- 
oping SES candidates because it believed it would not have positions for 
them due to budget reductions. 

One-third of SSA’S senior executives told us that they believed that ,%A’? 
efforts to develop SES candidates were generally inadequate One execu 
tive said there is little, if any, senior staff interest in developing new 
candidates, and another said he had never been asked to submit names 
of potential candidates Others believed that .%A has not done a good JO 
of finding the best people to put into its program m terms of quality an 
potential. Also some were concerned that ss~ no longer has an effective 
formal program for moving middle managers to top management 
positions. 

More Aggressive 
Development Efforts 

SSA could also be facing a serious situation at the mid-management leve 
It does not have a formal nationwide management development progra 
for identifying and developing candidates for these positions, and its 

Also Needed for Mid- 
Level Managers and 
Below 

commitment to employee development and trammg is not perceived as 
credible by many employees and managers. About 260 (or 10 percent) ( 
the employees SSA has promoted to first-line supervisory positions in it! 
field offices have volunteered to be demoted for a variety of reasons- 
high percentage, m our opinion. Many mid-level managers are concerne 
about the quality of the entry level recruits who, through SSA’S “promoi 
from within” policy, are forming the pool of future supervisors and 
managers. Some managers believe that many employees with the 
greatest potential for advancement are leaving SSA due to uncertainty o 
their jobs. 
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Limited Formal Currently, SSA does not have any national management development 
Management Development programs. It operated three such programs in the early 1980’s, but they 

Efforts were suspended due to SSA downsizing and budget constraints. The 
Advanced Managers Program and the Management Development Pro- 
gram were both pilot programs started m the early 1980’s together 
serving about 44 participants. A third program, the Management Intern 
Program, was designed to develop new managers. It had included 18 SSA 
and 11 HHS employees SSA plans to restart these programs with the 
number of participants to be based on the estimated number of positions 
targeted at these levels. 

Each SSA operating component currently has authority to establish its 
own management development program. Some components, such as the 
Atlanta Regional Office, have established programs, but most managers 
are identified through normal merit promotion procedures rather than 
through the special development programs. For promotions made iqthe 
absence of developmental programs, we believe SSA has less assurance 
that mdividuals possess the attributes, skills, and training needed to be 
effective managers 

Effectiveness of Employee In 1983, SSA implemented a comprehensive system called the Managerial 
Development Efforts Training Matrix for training its new supervisors, managers, and execu- 

Questioned by Many tives In 1985, SSA took several actions to pubhcize the requirements for 
and availabihty of the numerous training courses included m the 
trammg matrix However, both mid-level managers and employees 
remain skeptical about SSA'S commitment to employee development and 
the ability of SSA'S current trammg efforts to effectively and sigmfi- 
cantly contribute to the development of staff, as mdicated by the fol- 
lowing responses to our questionnaire 

Of the nonmanagerial employees: 

l More than 50 percent believed that few opportumties exist for them to 
receive Job-related training from SSA or any other source 

l 57 percent believed they receive less trammg than needed to develop 
their career potential 

l 54 percent of those who believed morale to be low attributed it, at least 
partly, to not enough emphasis on employee development. 

l When asked what single management or operational change each 
employee would make m priority order, the second most frequent choice 
was to improve training and development 
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Of the mid-level manage. 

s 30 percent expressed dissatisfaction with SSA’S efforts to identify and 
develop candidates for supervisory and middle management positions. 

. 40 percent believed SSA’S training program for managers and supervise 
is organized and comprehensrve only to some extent or little or no 
extent. 

. 64 percent believed SSA’S trainmg program for admmistrative or cleric: 
support staff is organized and comprehensrve only to some extent or 
little or no extent. 

. 44 percent said SSA’S training courses do not meet employees’ develop- 
mental needs. 

l 66 percent said the national Office of Training in SSA headquarters doe 
not adequately help to assess or meet the trammg needs of their unit 

. 61 percent believed that trammg funds are available for their unit only 
to some extent or little or no extent. 

l 43 percent and 59 percent beheved that internal training and develop- 
ment programs had not generally Improved the performance of manage 
ment/supervlsory staff and admmistratlve or clerical/support staff, 
respectively. 

Due to time constraints we were unable to deternune the reason why 
staff contmued to be critical of SSA’S training efforts, in light of the 
improvements made 

Retention of Supervisors a SSA is experiencing a substantial problem m selecting and retaining 
Problem supervisors m its field offices. Managers and employees both told us of 

numerous instances in which supervisors took voluntary downgrades o 
laterally moved into other nonsupervlsory positrons to get out of their 
supervrsory positions due to job frustration and other factors. SSA’S dat 
show that between 1982 and 1986, about 260 supervisors (equal to 
about 10 percent of the field office operations supervisor positions) too 
voluntary downgrades. This problem was particularly acute in the New 
York, Chicago, and San Francisco regrons, which accounted for about 6( 
percent of the voluntary demotions. 

Discussions with managers, supervisors, and employees indicated that, 
in their opu-uon, about 90 percent of these downgrades take place 
because: 
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l Management does not always make good choices m selecting people for 
these positions -that is, the best claims representatives do not necessa- 
rily make the best operations supervisors, yet they are often selected on 
that basis 

. New supervisors may fmd that they do not like the duties and responsi- 
bibties associated with their new positions. 

l Supervisors cannot cope with the workload and pressure associated 
with their positions. 

l The increase m pay for becoming a field supervisor is not enough to 
Justify the tremendous increase in responsibility and frustration. 

l Management is more concerned about production statistics than 
employee development, making the position unrewarding Operations 
supervisors have to push employees to meet managers’ merit pay pro- 
duction goals, but cannot take the time to devote to employee develop- 
mental activities. 

Similarly, according to our questionnaire results, about 61 percent;-df the 
employees said that they did not want to be a supervisor The three 
major reasons given were that there were too many frustrations associ- 
ated with the positIon, they did not want to supervise other people, and 
the position did not pay enough for the amount of work required Inter- 
estingly, the maJor reasons given by computer staff and certain opera- 
tions staff were the frustration associated with the position and the fact 
that they did not want to manage people, while service and claims repre- 
sentatives cited frustration and the fact that the position does not pay 
enough for the amount of work required. The high percentage of 
employees who do not want to be supervisors could reflect problems m 
recruitmg quality candidates for entry-level positions with supervisory 
potential and problems m designing supervisory positions that are 
attractive for advancement. 

In October 1986 Commissioner Hardy established an obJective to imple- 
ment a comprehensive management and career development program. 
SSA expects to develop and approve an action plan for this. 

Possible Recruitment and 
Career Track Problems 

SSA’S potential leadership problem appears to extend all the way to its 
entry-level positions. According to agency officials, SSA relies heavily on 
internal promotions from its clerical or entry-level professional position 
ranks up through Journeyman positions and beyond These officials 
expressed a concern about increasing difficulties m attracting or 
retaining high-quality clerical and entry-level staff. 
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Our review showed these problems were attributable to a variety of fat 
tors, including (1) outdated OPM job standards, which, according to SSA, 

result m undergraded posltlons given the skills required, and conse- 
quently m noncompetltlve pay rates for such positrons m comparison tc 
the other agencies and private industry in many areas of the nation;2 (2 
uncertainty about the future of certain nonmanagerial jobs in the face ( 
staff reductions; (3) workload shifts; (4) increasing job pressures 
resulting from workload imbalances m some locations due to staffing 
reductions; and (5) dlfflcultles hiring top-quality college graduates. Of 
the senior executives we interviewed: 

. 56 percent cited recruitment of staff as a problem. They complamed 
that government salaries are not competitive, and that managers are 
often not allowed to replace staff due to employment ceilings. 

l 39 percent said the quality of staff was a problem. They also said that I 
was becoming more difficult to retam high-quality staff when-private 
industry offers higher salaries 

. 36 percent cued turnover as a problem, especially as it relates to clen- 
cals. They also believed that this problem would be worsened by the 
current staff cuts, because people who can find other Jobs are likely to 
decide to leave before they are forced to do so. Several executives 
emphasized that the people who are leaving are frequently the better 
quality people. 

Conclusions The potential for large numbers of retirements exists and creates a 
heavy reliance by SA on its management development and recruiting 
efforts for replacing a large number of its managers over the next sev- 
eral years. However, SSA 1s not operating effective formal agency-wide 
programs for ldentlfymg and developing potential SES or mid-level man- 
agers. Consequently, SSA needs to improve its efforts to identify and 
develop managers, as well as its recruitment efforts, to increase the poo 
of qualified potential managers. Recently SSA has initiated efforts to 
improve the training of new managers and executives. 

Recommendations to We recommend that the comnussloner: 

the Commissioner . Determine what senior-level and mid-level manager positions will likely 
have to be filled over the next several years, the adequacy of the 

‘T& situation 1s compounded by the fact that the federal salary mcreases have not kept pace wth 
those m pnvate mdustry for the last 5 to 10 years 
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existing pool of available candidates, and the specific recruitment and 
development changes needed so that SSA will have enough qualified can- 
didates to fill future vacant positions. 

. Establish a formal program to identify and develop managers at all 
levels of the organization. 

l Determine how SSA can make staff more aware of requirements and 
availability of training for new supervisors and managers and the bene- 
fits that accrue from fulfilling the current training curriculum. 

l Develop a traming program to enhance the knowledge, skills, and abih- 
ties of lower level staff to assume future supervisory and/or manage- 
ment positions. Such a program could be similar to the trammg program 
SSA now has for newly promoted or assigned supervisors and managers. 

. Reassess its selection practices for supervisors to minimize the selection 
of employees who do not have the appropriate skills and abilities for or 
who do not fully understand the duties and responsibilities of the Job. In 
addition, reassess the structure of the operations supervisor position to 
determine how more emphasis can be placed on making it more - 
rewarding and attractive. 
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Most SSA employees have a positive image of their unit’s work climate, 
but believe that there are certain aspects of personnel management, 
includmg work climate, that need to be improved. Most of their concerr 
relate to problems originating at higher organizational levels that they 
believe frustrate their ability to do their Jobs or advance their careers. 
SSA needs (1) to more systematically measure progress toward meeting 
specific work climate goals and objectives, (2) more specific expecta- 
tions in SES contracts and merit pay plans on work climate, and (3) a 
more visible means for recognizing and rewarding employees. In addi- 
tion, SSA should reassess the emphasis it places on achieving initial 
claims production goals to the possible detriment of other objectives an 
the effects future staff reductions will have on employees and service 
delivery. 

Employees Are 
- 

SSA’S employees generally have a positive image of their unit’&work cli- 

Satisfied With Many 
mate as evidenced by the fact that at least two-thirds of them said they 
were satisfied or very satisfied with a wide variety of aspects related tc 

Aspects of Their Unit’s their employment, includmg supervisory technical guidance; supervi- 

Work Climate sory use of employees’ skills and abilities; and the nature, quality, time- 
liness of the units’ work. In addition about 77 percent of employees 
indicated that their performance appraisals presented a fair and accu- 
rate picture of their actual Job performance from a moderate to very 
great extent. We believe this degree of satisfaction speaks well of the 
efforts of SSA’S field and headquarters unit managers It is a credit to 
upper level management that SSA’S employees indicated that quality, 
timelmess, and public service were among their key work-force goals 
and objectives. Although employees are generally satisfied with those 
aspects of their job that are directly associated with their unit’s environ 
ment, they were dissatisfied with several factors originating outside 
their unit and over which they had no control. 

Concern Expressed Employees and managers expressed concerns about a number of condi- 

About External Factors 
tions that exist above their unit level, either m-wide or government- 
wide. For example, about 43 percent of the nonmanagerial employees 

Affecting Unit Job believe SSA has not shown a strong commitment to providing a favorabl’e 

Climate work climate for all its employees. About 30 percent of the mid-level 
managers (48 percent for headquarters managers) and 53 percent of the 
nonmanagerial employees indicated low or very low morale for the 
people in their units 
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Mid-level managers m the field and headquarters believe that the lack of 
stable leadership in SSA, poor promotion potential, and the poor image of 
federal employees are among the top four causes of low morale m their 
units. However, field managers cited too much emphasis on timeliness 
and quality measures, whereas headquarters managers listed uncer- 
tainty about the future of their units, as the other cause of low morale 

Nonmanagerial employees attributed the low morale to poor promotion 
potential (63 percent), too much emphasis on production statistics (56 
percent), not enough emphasis on employee development (54 percent), 
and uneven workload distributions (47 percent). In addition, aside from 
the issue of low morale, employees indicate general dissatisfaction with 
management concern for employees (43 percent), the pay they receive 
(38 percent), and their career progression (37 percent). 

Our questionnaires and fieldwork identified other problems related to 
operations that concerned employees. For example, m responding t? our 
questionnaire, more than half of the nonmanagerial employees cited a 
variety of problems associated with the workability of SSA’S operating 
instructions A third of all employees do not believe that SSA has taken 
advantage of advances m computer technology to help them do their 
Jobs better. About 65 percent of the claims and service representatives 
felt strongly that it would be useful to automate work they did manu- 
ally, and about 43 percent of all employees responding expressed dissat- 
isfaction with what they believed to be management’s general lack of 
concern for employees. During our fieldwork, a number of employees 
pointed out limitations m or problems with SSA’S computer system, such 
as computer down time or the need to reprocess cases dropped by com- 
puter system malfunctions. About 4 1 percent of employees indicated 
that the support (tools, information, trammg, and modern equipment) 
provided to them did not adequately match the performance expected of 
them. 

While there were occasional concerns that related to factors origmatmg 
within Job units (such as poor unit management or supervision), most 
seem to relate to factors originating outside their munediate units. To 
some extent, they relate to such government-wide events as budget 
reductions, freezes in employee pay or reductions m fringe benefits; but 
to a larger extent, they appear to be strongly influenced by SSA’S man- 
agement of these events (particularly budget and staff reductions) and 
its management of changes taking place m SSA, such as systems moderm- 
zation and workload shifts. The morale of systems employees varied 
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among units, and was related to the type of work being done-workmg 
on the existing system versus designing the new one. (See p. 147.) 

Concern Expressed Although most of SSA’S nonmanagerial employees believe the quality of 

About Increased 
their units’ work and public service have improved over the last 3 year 
some have expressed concern about the increasing pressure on 

Pressures Due to Staff remaining employees to make up for staff losses. Some of the employee 

Reductions and many of the mid-level managers we interviewed believed that the 
17,000 staff reduction would adversely affect operations and service tc 
the public m the future Fifty-five percent of SSA’S nonmanagerial 
employees said their unit had lost staff during fiscal year 1985, and of 
these, 56 percent indicated the loss had a negative effect on their abilit: 
to produce quality work. Comments provided by employees showed ths 
many believed that while quality remained high, attaining it involved 
extra effort and stress. This perception was particularly acukamong 
claims and service representatives-ssA’s front-line staff who deal 
directly with the public 

Employee comments centered on the fact that remammg staff (1) are 
overloaded with work, (2) are under more stress and pressure to get 
work out, (3) have low morale, (4) lack incentives and motivation to 
work harder, and (5) are forced to work overtime to meet deadlines A 
number of other employees said that remaining staff have had to 
assume other duties m addition to their regular workloads, mcludmg 
clerical duties and mterviewmg, and that waiting times for the public 
have increased This reduces the time available for normal work, con- 
tributes to backlogs m pending regular work, and can lead to lower 
quality work. 

The followmg paraphrases employees’ statements about their concerns. 

l As a result of staff cuts, remanung employees must work in a crisis 
mode much of the time. Individual leave is at a premium. The resulting 
burnout causes more sick leave usage, with a corresponding burden on 
the employees present and doing the work The computer system has 
had periodic problems that grossly affect processing our claims; 
together, the two (loss of employees/computer inefficiency) leave 
remaining employees with low morale, high frustration, and low Job sat- 
isfaction. In the last 6 months, five GS-10 employees left for other 
endeavors as the above and lack of management appreciation became 
too great to deal with any longer 
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l We have lost so many people, we are barely able to keep up with current 
workloads and the backlogs just wt. Everybody had taken on extra 
duties so that you are doing the work of 3 or 4 people all the time. It 1s 
so frustrating and depressing that sometimes I feel like giving up 

l Our quality 1s still good, but the effort needed to produce the work is 
greatly increased. Some employees are handling the extra stress without 
difficulty, but others will need more attention from their supervisor. An 
occasional pat on the back goes a long way. 

. I believe the work 1s correct more often and we are doing a larger 
volume of work than 3 years ago. However, we feel that we are m a 
“crisis mode more often.” We have to do a larger quantity of work per 
person and we are not given additional time or encouragement. The 
added pressure and quantity do not appear to be considered by manage- 
ment. Because we have lost staff, people are asked to do Jobs on a con- 
tinuing basis that were done by lower grade workers and no credit is 
given by management to the employees now doing them. This has let 
morale drop to a very low point. Even with all these negatives, I baleve 
that the individuals still here are very resilient. There is greater dissatls- 
faction about the Job and about working for SSA than ever before in my 
12 years of work. The reasons are varied and if they are not changed, 
SSA will lose many of its dedicated and talented employees. This I believe 
will cause a great disservice to the American public. 

Many of SSA'S mid-level managers expressed similar concerns For 
example, 66 percent said that then units lost staff m 1985, and of these, 
71 percent said losses had a negative effect on their units’ ability to pro- 
duce quality work. Of the mid-level managers who said the performance 
of their unit had declined m the last 2 years, 75 percent said it was due 
m part to changes m staff levels, and 58 percent said it was due m part 
to a change m the morale of staff. Also, out of a list of 15 possible priori- 
ties for change, “improve morale” was the second most frequent selec- 
tion as the top priority by mid-level managers 

We believe that these negative perceptions by SSA'S employees and mid- 
level managers are at least partly attributable to the followmg 

l SSA’S heavy reliance on attrition to achieve staff cuts While intended to 
protect employees and promote a favorable work climate, it has not 
been accompanied by a detailed plan that would address the uneven dls- 
trlbution of staff reductions usually associated with attrition. That is, 
staff leaving are frequently not m the locations or of the type desired 
Consequently, many remaining staff are faced with uneven workloads. 
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. In 1986, SSA decided to shift additional authority for authorizing certar 
claims from pscs to field offices. ss~ developed an analysis of the poten 
tial effects of the shift on PSC personnel in December 1985, before the 
shift was authorized The analysis includes prospective data on the 
number and types of positions that would be retained, reassigned to 
other locations, downgraded, or lost. However, no plan was made avail 
able that specified the personnel actions that would be taken. PSC per- 
sonnel have been aware of the possibility of the staff changes mentione 
above for some time, but were given no specific information regarding 
the effects on them. Consequently, this has left many psc personnel 
uncertain of their job futures, as well as concerned about the lack of 
advancement opportunities even if they remain in their same locations. 

Concern Expressed 
About Emphasis on 
Initial Claims 
Production Goals 

For the last several years, SSA'S regional management has placed heavy 
emphasis on production (timeliness and quality) goals for certain of its 
workload items-predominantly initial claims processing. This emphas 
has been translated into merit pay standards for field managers. Some 
employees and mid-level managers we mterviewed believed that too 
much emphasis is given to initial claims and that this emphasis drives 
decisions and actions that are detrimental to SSA’S overall goals of pro- 
viding efficient, high-quality service to the public and creating a 
favorable work climate for employees. 

Many employees see other critical aspects of their Jobs- such as han- 
dling post-entitlement transactions, providing courteous, sensitive ser- 
vice to the public, or the need to learn how to use new technology as 
part of SSA’S modermzation program-as being at least as important as 
initial claims processing Yet, they do not see sufficient emphasis or rec- 
ognition given to these areas. In addition, they view SSA'S emphasis on 
production statistics as indicative of the organization’s lack of concern 
for employees. 

Claims and service representatives, for example, singled out excessive 
emphasis on statistics as their most frequently cited cause of low 
morale Operations supervisors also cited this emphasis as a problem. 
Illustrative comments follow* 

l The ultimate frustration as a supervisor with ELSA is the current goal 
chasing. SSA field offices are now actively manufacturing work credits 
by taking abbreviated .%I applications. These are quick technical denials 
for which they receive full work credit. Some offices maintain a 50 to 60 
percent or higher techmcal denial rate It has been strongly suggested 
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that these claims be taken and they are told how many they should have 
per month. The intent of the procedure was to protect the claimant by 
making his inquiry a matter of record on the computer system. IIow- 
ever, it has become an artificial workload. 

. The agency has forgotten that they are there to serve the public and not 
to meet statistical goals for merit pay. 

. The goal structure within SSA means that work is handled m a way that 
will make the statistics look good. A lot of time is wasted playing with 
the “numbers” game instead of producing work. Often we spend a lot of 
time “massagmg” a claim so that we can clear the case m a mmimum 
number of days even though the claimant will not be entitled to receive 
a check for 60 to 90 days. Because of our emphasis on these “goal” 
items, a lot of other important work which is not included m one of the 
goals becomes backlogged. The goal structure that we must work under 
is the biggest cause of mefficient use of time and resources m SSA. 

l SSA’S mission used to be to pay the right amount of money to a person 
when due. It has turned out to be a numbers game. The goal is to pzcess 
that claim as fast as possible, even though the benefits may not be pay- 
able for 3 months. Too often statistics are used to measure the quality of 
service to the public which is a farce We should have meaningful goals. 

SSA’S mid-level managers seem to share this view Fifty-five percent of 
the field office managers citing low morale identified excessive 
emphasis on production statistics as one of the causes. In an interview 
with the deputy commissioner for operations, he told us that while he 
believes initial claims are extremely important, he shares the view that 
too much emphasis may be placed on them. He said he intends to look 
mto this situation. 

No Measurement of 
Work Climate 

SSA does not systematically measure work climate even though the pre- 
vious acting commissioner established a basic value for the agency 
called “Stnvmg for a Positive Work Climate for All Employees ” No 
numeric goal or specific ObJectives for addressing the goal had been set 

SES contracts and merit pay plans we reviewed contained broad ObJec- 
tives to strive toward a positive work climate for all employees, but the 
specific standards against which managers would be rated were limited 
m scope and did not routmely address consistent aspects of work ch- 
mate, such as employee recognition, working conditions, supervision, 
promotion potential, Job security, respectful treatment, Job satlsfactlon, 
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or mformation regarding changes to operations. Consequently, the pas: 
brhty of achrevmg measurable agency-wide improvements m work cli- 
mate would be remote. For example, many contracts specified 
commitment to equal employment opportunity, cooperative agreement: 
with the union, and managing the impact of automatron as areas for 
showmg that managers were meeting then ObJectives. Others focused o 
safety, communrcatlons, and the agency’s physical environment to shol 
the ObJectWe was being met. No measurable critena were Included and 
no consistency m approach is evident. 

Although SSA does not systematically measure work climate across the 
organization, it and HHS have made occasional efforts to do so. They do 
not, however, appear to result in a comprehensive and systematic way 
of addressing the work climate goal, which has also been adopted as a 
prlorrty by Commissioner Hardy 

Improvements Ieeded Many SSA employees and mid-level and senior managers lack confidence 

in Performance 
Management 

in certain aspects of SSA’S programs for recognizing high-quality per- 
formance or ideas for improvements. They identified concerns with 
insufficient supervisory feedback, the awards process, and the formal 
employee suggestion program 

Insufficient Feedback From About 83 percent of the nonmanagerlal employees mdlcated to us that 
Supervisors positive supervisory feedback was important m motivating them to do a 

good job. However, 42 percent of the employees said that their super- 
visor had not used general feedback to motivate them, and 25 percent 
indicated that they had received inadequate verbal or written feedback 
on their job performance from their supervisor For example, an 
employee responding to our questionnaire said that a pat on the back 
once m a while would go a long way toward demonstrating that SSA 

cares about its people and their contrlbutlons 

Awards Programs Lack 
Credibility 

About 39 percent of the senior executives we interviewed felt that SB 
bonuses were not awarded to the most deserving people. Statements 
included allegations that (1) the SES awards process is based on favor- 
itism, (2) no one can tell who should get an award since everyone in the 
SES gets an outstandmg rating, and (3) the process causes more pam 
than motivation. One mdlvrdual attnbuted the long-standing computer 
system’s problems to the fact that there is no measure of how well 
people do then- work. 
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In addition, 63 percent of mid-level managers indicated that while SSA 

distributed award money to its employees on the basis of each unit’s per 
capita share of the total work force, it would be preferable to distribute 
it on the basis of a combmation of the overall performance of each unit 
as well as its per capita share of the total work force We believe that 
such a distribution method would result m rewarding more mid-level 
managers and employees who perform well, and serve as an incentive to 
managers and employees. 

Interestingly, about two-thirds of nonmanagerial employees said that 
awards were very important to motivate them, and about three-fourths 
of them said that their supervisors did not use awards as a motivational 
tool for them. In 1985 SSA gave out 18,432 cash awards totaling $4 9 
million, which represents awards to about 23 percent of SSA employees. 
SSA officials told us that SSA had increased the number of awards by 
about 7 percent and the amount of the award funds by about 50 peuent 
over 1984 The percentage of employees who said that they had not 
received awards from their supervisors is roughly equivalent to the 
approximately 77 percent of SSA employees who did not receive awards 
overall. 

In January 1987, SSA announced that beginning with the fiscal year 1987 
awards program, about $2.6 million m new award funds would be made 
available to the regions and pscs, to be distributed based on their fiscal 
year 1986 productivity levels. We believe this action should improve the 
effectiveness of the awards program, but it should be extended to head- 
quarters operations components as well as those presently included 

Limited Effectiveness of the Both employees and mid-level managers questioned the effectiveness of 
Formal Suggestion Program SSA’S formal suggestion program m encouragmg staff to submit ideas for 

improving operational efficiency and productivity Thirty-four percent 
of employees and 39 percent of mid-level managers believed that SSA’S 
suggestion program has not been effective m encouraging employees to 
submit ideas. Sixty-six percent of the employees mdicated they have 
never submitted a suggestion to the program. 

Former Acting Commissioner McSteen recognized that there were prob- 
lems associated with the suggestion program, and as a result, instituted 
a number of improvements to it. These were intended to reduce the 
amount of paperwork associated with the process, provide for higher 
level consideration of ideas, and reduce the amount of time it takes to 
get award money to recipients. In addition, the deputy commissioner for 
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operations has recently initiated a suggestion award process change. It 
allows decisions authorizing suggestion award money to be delegated ti 
district office managers. This allows direct distribution of award mone 
to staff for their suggestions for improving office operations. This 
should also make managers more responsive to employee suggestions 11 

terms of earlier consideration of and quicker acceptance or denial. 

SSA’S recent attempts to improve the effectiveness of the suggestion prc 
gram appear to be substantive steps in the right direction. It may be th 
these improvements were too recent to have had an effect on the opm- 
ions of SSA staff at the time we questioned them SSA’S data show an 
increase in the number of suggestions submitted after changes were 
implemented. 

Conclusions ss~ is attempting to maintain a favorable work climate for itsemployee 
redistribute workloads, reduce staff, introduce new operations and 
information technology, improve productivity, and maintain and 
improve service to the public- all at the same tune. Work climate, how 
ever, does not appear to have received the same level of emphasis as 
other goals. Many employees and mid-level managers believed that SSA 

had not demonstrated a commitment to providing a favorable work cli- 
mate for its employees. Accordmgly, if it is to accomplish its stated 
objective, SSA will have to be more aggressive m defining, measuring an 
improving the employee work climate. It will also need to make its 
actions to improve the work climate better known to employees 

While SSA’s employees seem generally satisfied with the work climate ir 
their units, they are concerned about various things outside their unit 
that affect their work climate. To mcrease staff morale, ss~ should shoi 
more concern for the development and promotion potential of 
employees, the amount of emphasis on certam production and timelmes 
measures, and the effects of staff cuts on employees. Also, SSA’S manage 
ment should examine the effectiveness of its awards programs to 
improve the job performance of its employees. 

Recommendations to We recommend that the commissioner: 

the Commissioner 
l Reassess the emphasis given to initial claims statistics by managers to 

determine whether changes would be appropriate to achieve a more bal 
anced approach to all important workloads and other objectives. 
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l More clearly define and set ObJectives for SSA’S goal of maintaining a 
favorable work climate, include such objectives m SES contracts and 
merit pay plans, and systematically measure progress 

l Improve the effectiveness of employee recognition efforts by allocating 
a portion of award funds to all operational components based on unit 
performance, and emphasizing to supervisors and managers, through 
trammg or other means, the importance of prompt recognition of 
employee contributions. 
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l Prelmn ary Information on Alternative 
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On June 26, 1986, we briefed Commissioner Dorcas Hardy and her stal 
on the status and results of our management review. During our discus 
sion of organizational problems, we were asked to include m our final 
report (for long-term consideration) some alternative orgamzational 
arrangements that could address SSA’S structure problems. In response 
to this request, we have drafted several alternative structures and sol1 
ited opinions about the alternatives from past and present SSA execu- 
tives and management consultants familiar with SSA. 

The following sections present and describe the alternative structures 
and the reactions we received about them. In general, the reactions we] 
mixed concernmg whether the alternative structures would be an 
improvement over SA'S current organizational arrangement. However, 
regardless of their views on the alternatives, the respondents tended tc 
express concerns and opinions about the same organizational issues. 

Alternative Structures: We drafted four alternative organizational structures for SSA’S head- 

Objectives and 
quarters operations. In developing these alternatives, we established 
several ObJectives based on our review results. These were to build a 

Description structure that 

l strengthens SSA'S central leadership, 
l establishes reasonable spans of control for the commissioner’s office, 
. provides greater emphasis on program management as well as high-lev 

focal points for significant management activities, and 
l clarifies line and staff relationships among its components 

The alternatives contain components that use the same organizational 
names where possible. We did this for several reasons. First, it helps to 
avoid confusion over the types of activities and functions that would b( 
performed by the component Where obvious differences exist, we have 
attempted to be more descriptive in our titlmg. Second, any significant 
organizational change should be made with an eye toward SSA’S future 
plans to provide service to the public. Since such long term plans do noi 
exist yet, we did not identify components that could possibly meet 
future plans. Third, the nature of our review and available time did no1 
permit us to do an m-depth organizational study that would chart and 
describe responsibilities m detail. 

In drafting these alternatives, we were constrained by the nature of ou: 
review-a top-down, broad analysis of SSA Such an analysis does not 
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provide a detailed understandmg of hundreds of headquarters compo- 
nents and the thousands of interrelationships among them that occur 
each day. Consequently, we solicited opmions on their viability from 38 
persons-former commissioners, past and present senior executives, 
and management consultants familiar with SSA'S operations and organi- 
zation. Due to time constraints, we selected these persons on a judg- 
mental basis. Thus, their comments may not be representative or 
projectable to any particular group of executives. 

The following sections briefly describe each of the alternatives m rela- 
tion to the organizational objectives we established. All of the alterna- 
tives share certam common features. These are the establishment of a 
single deputy commissioner (or general manager) position, an executive 
secretary, and a small staff m the commissioner’s office to do central 
planning and to integrate the operations of major components. Further, 
they all contain a high-level focal point for fmancial management active- 

- ties and administration and place the pscs under the regional 
commissioners. 

Finally, we decentralized training and assessment activities m all the 
structures. We did this to enhance program accountability and address 
common concerns among executives and managers, such as the ineffec- 
tiveness of internal training and development programs and the lack of 
sufficient and timely data to assess operations. We see these activities 
being performed on two levels. Operating components would be respon- 
sible for technical training and assessment of their dally operations 
Headquarters components would retain responsibility for orgamzational 
related or agency-wide trauung matters, such as supervisory or ADP mat- 
ters, and assessment of overall agency performance 

The differences among the alternatives he with the relationship of the 
various activities that make up SSA'S programs. Each alternative 
attempts to bring together program-related relationships while mam- 
tammg manageable spans of control and recogmzmg the benefits that 
exist from functional specialization in ADP operations Each alternative 
clearly pinpoints accountability for SMP 

Alternative A Alternative A identifies four major components reporting to the commis- 
sioner’s office It identifies four major functional activities. program 
operations, admuustration, central operations, and controller 
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Program accountability 1s enhanced through the assistant commission 
for program operations. This is accomplished by combinmg under one 
unit (1) the development of program policy and procedures; (2) the 
delivery of program services to the public; (3) the ability to assess the 
effectiveness and efficiency of its operations and tram personnel; (4) t 
handling of public, congressronal and admmistratlon mqmnes; (5) the 
handling of liaison activities arising from program operations; and (6) 
the administration of the hearings and appeals process. 

Besides the major components for administration and the controller, th 
organizatron 1s supplemented by an assistant commlssloner for central 
operations. This component would carry out centralized activrtles for ( 
developing, maintaining, and operating ADP systems; (2) admmistermg 
the activities of ODO; (3) managing the basic record systems that suppo 
.%.A programs; (4) assessmg its own operational effectiveness and effi- 
ciency; and (5) providing technical training for its personnel.- 
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Figure 1.1 Alternative A - Combinmg Program Policy and Monitoring With Program Operations 
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Alternative B Alternative B portrays a divisional headquarters structure that identi- 
fies five maJor functional areas: programs, admmistration, central ope 
atrons, controller, and program delivery through SSA’S regional 
commissioners. Although the structure depicts a rather wide span of 
control (17 components reporting to the commlssloner’s office), we do 
not envision the regional comnussloners as having the same role m da1 
ssA-wide management issues as the headquarters component heads, 
Rather, we believe the regional commlssloners would have 90 to 95 per 
cent of their contact with the component heads for programs, central 
operations, etc., and only 5 to 10 percent of their contact with the corn 
mlssloner’s office. This arrangement would provide unfiltered input to 
the commlssloner on program delivery matters wrthout burdening the 
office with supervising and momtormg 10 regronal offices’ operatrons. 
We have lowered the organizational box for the regional comnussloner 
to portray this relationship. 

Except for this relationship with the regional commissioners, alternatr 
B remains similar to alternative A. The duties of the assistant comnus- 
sloner for administration, central operations, programs and the con- 
troller remam the same. 

Page 228 GAO/HRD87-39 SSA Management Revic 



Appendix I 
Prehinary Information on Alternative 
~tional structures 

Figure 1.2: Altername B - Divisional Structure 
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Alternative C Alternative C represents a variation of the divisional structure shown 
the previous alternative. It combines mto one unit the activltles of pro- 
grams and central operations. This orgamzatlon has a span of control c 
16 units. However, as in our previous discussion of alternative B, we dc 
not envision the regional commissioners to be as actively involved in 
daily a-wide management issues as their headquarters counterparts. 
Thus, the span of control should not be as wide and demanding as indl- 
cated by the structure. 

In alternative C, program accountability is enhanced by combining the 
centralized support functions of systems and the central recordkeeping 
processes that support programs with (1) program policy development 
(2) instruction writing, (3) program assessment and training, (4) pro- 
gram liaison, and (5) hearmgs and appeals on program eligibility mat- 
ters. This arrangement brings together program admmlstration interest 
with ADP operations, which are vital to effective and efficient- 
operations. 
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Figure 1.3: Alternatwe C - CombmIng Program Policy and Monitorwig With Systems and Central Operations 
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Alternative D Alternative D identifies five maJor components reporting to the comma 
sloner: program operations, controller, admmistration, central opera- 
tions, and hearings and appeals. It provides the greatest degree of 
program accountabihty of the four alternatives we drafted and a rea- 
sonable span of control. 

Alternative D 1s similar to alternative A except that OHA is taken out o 
program operations and replaced by an ADP systems support group 
mvolved in developing systems requirements. These changes (1) make 
OHA independent of the program administration components, whose ell 
giblhty and benefit decisions it reviews when beneficiaries file appeals 
and (2) provide a hnk between program operations and vital ADP 

operations. 
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Figure 1.4: Alternative D - Independent OHA Along With System Adjustments 
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Reactions and 
Observations 

We received comments about the alternatives from 26 of the 38 peoplt 
whom we asked to review them. Their reactions were mixed. 

l Fifty percent said one or more of the alternatives would improve SSA’S 
operations. However, no particular alternative stood out as a strong 
favorite. Five persons favored alternative B, four favored alternative 
three favored alternative A, and one favored alternative D. Addition- 
ally, the respondents said they would make certain adjustments to the 
proposed structures. 

l About 38 percent said none of the alternatives improved SSA’S orgamz; 
tion. They identified several reasons, including the placement of certai 
components, the need for SSA to first establish long-range goals before 
reorganizing, and the need to establish a programmatic structure. 

l About 12 percent were noncommittal 

Although the responses are neither conclusive nor necessanlyrepresel 
tative of the views of all ss~ senior executives, they highlight a numbe 
of difficult organizational problems Because there are no precise set o 
organizational prmciples to refer to that would assure correction of the 
problems identified, they will not be easy to resolve. Rather, resolutior 
of the problems lies in establishing a structure that can (1) best accom- 
phsh a defined set of future goals and obJectives, (2) pinpoint account: 
bility, and (3) be sufficiently flexible to reasonably accommodate 
changing agendas, priorities, or styles of different commissioners and 
desired relationships among persons involved without major 
disruptions. 

Organizational Location of The most frequently discussed matter in the responses concerned the 
Certain Components placement of certain components These included the organizational 

location and reporting relationships of the Office of Systems, the 
regional commissioners, and OHA. 

Office of Systems Eighteen persons commented about the placement of the Office of Sys- 
tems m the alternatives. In all four alternatives, we lowered Systems’ 
organizational status one level to better relate this function to the line 
operations it services. Nme of the respondents were not troubled by thl 
placement. However, the other nine said Systems should remain a first. 
lme organization. They said this would help to maintain balance in the 
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declslon-making process and to keep a high level focus on the moderru- 
zation process Alternative E shows an organizational structure pro- 
posed by one respondent that keeps the Office of Systems as a first line 
organization 
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Figure 1.5: Alternatwe E - DivIsIonal Structure That Keeps Systems as a First-Lme Organlzatlon 
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Regional Commissioners 

The placement of Systems is a difficult organizational problem In the 
past, SSA has had its ADP systems modernization efforts as a separate 
component, and this was found to be undesirable because it was too iso- 
lated from dally operations. Currently, ADP modermzatlon and opera- 
tions are organizationally combmed, causing concerns about the 
switching of staff from maintenance activities to modernization. Fur- 
ther, because ADP is so integral to effective and efficient program opera- 
tions, it might be desirable to have some or all of Systems under the 
control of program and service delivery components. However, the ADP 

operations for s&x’s separate programs are highly integrated, making it 
economically and operationally difficult to break up Systems among 
SSA’S programs. Further, separating Systems components may pose other 
problems, such as with integration of ADP activities, that need to be 
considered. 

By lowering the organizational placement of Systems, we were trying to 
(1) clarify line and staff relationships (a frequently discussed org&za- 
tional concern), (2) improve working relatronships among components, 
and (3) increase program related control over ADP decisions. However, 
our recommendations to strengthen EEA’S leadership and management 
capabilities may also accomplish these same objectives. Thus, it may not 
be necessary to lower Systems’ organizational status to achieve greater 
program control over ADP decisions. 

Nineteen persons commented about the organizational placement of the 
regional commissioners. In two alternatives we showed them as directly 
reportmg to the commissioner’s office, and in the other two we had them 
reportmg to an assistant commissioner for program operations. 

Twelve persons said the regional commissioners should report to the 
commissioner. Those who discussed this relationship said it would pro- 
vide important and unfiltered grass-roots mformation to the commis- 
sioner about SSA’S operations. Seven persons opposed this reporting 
relationship. One person said it creates an imbalance m the decision- 
making process and can slow down decisions if the regional commis- 
sioners cannot reach a consensus. 

In the alternatives with the regional commissioners reporting directly to 
the commissioner’s office, we lowered their organizational position to 
show that they were not necessarily a part of the daily management 
team This kind of operating arrangement could mitigate concerns over 
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the span of control while maintaining the benefits of having good oper: 
tional information. Another option suggested by a respondent would bf 
to have the regional commissioners report to an assistant commissioner 
for program delivery/field operations. Because this executive’s duties 
would concern service delivery, the position would serve to promote 
rather than diminish field office concerns. Thus, we believe the concerr 
about the high-level placement of regional commissioners can be ade- 
quately addressed in several ways. 

Another comment related to the regional commissioners concerned thei 
relationship to the F?SCS. One person did not believe this was an appro- 
priate reporting relationship, noting several reasons, including the 
following: 

l psc workloads are nationally rather than geographically based because 
of an early decision to provide stability in service delivery (i.c, a persol 

always deals with the same PSC regardless of location). 
. The major commumcations and workload management links are to head 

quarters components, centralized record systems, and other PX compo- 
nents, not regional components. 

. ODO and the mternational psc share common needs and concerns with 
the FSCS and should be organizationally placed with the FSCS; however, 
this cannot be logically done when the pscs are perceived as regional 
entities since they are located in headquarters and handle national 
workloads. 

The respondent concluded that the regional commissioners and FSC 
directors should be organizational equals who report to an assistant 
commissioner for program delivery, who would consolidate and present 
the service delivery viewpoint to management. 

In alternatives A through D, we made the FSCS subordinate to the 
regional commissioners to orgamzationally combine the management of 
FSA’S principal service delivery points. In addition, our analysis indicatec 
that psc workloads are decreasing and tensions over regional and FSC 
staffing and workload patterns are growing. We believe the placement 
of the pscs is an important orgamzational issue. Nevertheless, we recog- 
nize that our proposed arrangement creates questions about the place- 
ment of ODO and the international psc These questions can be addressed 
by placing these components also under regional office jurisdiction, 
leaving them m headquarters, or dispersing their workloads to the other 
pscs over time. Again, the long-range service delivery goals of the 
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agency must be determined before determmmg the relationship between 
the FSCS and regional commissioners 

OHA Twenty persons commented about the placement of OHA. In three alter- 
natives we placed this office m the program operations area to improve 
the communication of program related information. In the other alterna- 
tive we showed it as a first lute organization reporting to the commis- 
sioner’s office to enhance its independent review function. 

Nme persons said that OHA should be a first-line organization. Those 
who discussed the issue said this organization would improve its mde- 
pendence. Eleven persons said it was not necessary to make OHA so mde- 
pendent. Those commenting said SSA would be better served by keeping 
it close to program operations We have no opmion about the placement 
of this organization. 

Some Believe Still More Four persons said that SSA needs a structure that places more emphasis 
Program Emphasis Needed on programs than even our alternatives do. 

l Two persons said they favored alternative A because it places most 
components under one leader who reports to the commissioner. How- 
ever, they would add all the components shown under central opera- 
tions to the program operations component. 

. Another person said he did not favor any of the alternatives because 
they represent attempts to fine-tune the functional organization rather 
than the bold step that SSA needs to take. 

l Finally, one person said that SSA needs a structure that pinpoints basic 
areas of responsibility in relationship to expected outcomes from the 
pubhc, the Congress, and others. This is particularly true of the disa- 
bility program, which requires a great deal of management of state 
agencies through the budget and review of their performance. Frag- 
menting responsibility for this program throughout an organization 
leads to mefficiency and ineffectiveness, according to this official 

We think it will be difficult to achieve the degree of program accounta- 
bihty suggested by the comments, First, adJustments suggested for alter- 
native A would make the program operations component an SSA m itself 
This arrangement creates a very unbalanced organization, severely msu- 
lates the commissioner from daily operations, and requires the program 
operations unit to make the same organizational decisions facing SSA. 
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Second, as discussed on page 237, it would be difficult to justrfy 
breaking up the Office of Systems’ integrated program operations It 15 
for these reasons that we drafted the alternatives to fine-tune the 
structures 

Future Objectives Need to 
Be Determined 

Two persons said that before it reorganizes, ss~ needs to make a numbc 
of declsrons on how it will deliver services in the future. SSA needs to 
decide (1) how to deliver beneficiary service at the turn of the century 
and beyond when the retirement and disability population will be aboL 
80 mllhon people, (2) what systems support should be available, and (: 
what type of organization can deliver these services. 

As noted earlier in the report and this appendix, we agree with the 
thrust of thus comment. %+A should establish some long-range goals and 
objectives before making any major organizational changes. - 

Other Individual Issues Several other individual comments were recerved about the orgamza- 
tlonal alternatives. These related to specific adjustments that persons 
would like to see made and whether there was a real need for 
reorganization. 

One person said that SSA should have two deputy commissioners One 
would be responsible for programs, central operations, and OHA. The 
other would be responsible for the regional commissioners, the con- 
troller and agency administration. Further, this person said that SMP 

pohcy and procedural matters should be under either admuustratlon or 
the central planning component in the comnussioner’s office. 

Finally, one person said that any structure has its own set of problems. 
Whether the agency can work effectively depends on the commissioner’ 
commitment to working with the structure and to getting semor mana- 
gers to work together This person said former Acting Commrssloner 
McSteen demonstrated that where the organization needs to be adapted 
to meet a particular objective, appropriate action can be taken. This 
person crted Comnussloner McSteen’s use of project teams to implement 
her uutlatrves as an example 

As noted earlier in this report, former Acting Commissioner McSteen 
said she used project teams to implement her initiatives to overcome 
organizational problems. Further, she recogmzed the approach had 
problems One of these was the inability of the project teams to fully 
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correct known problems. Thus, while actions can be taken to get around 
organizational problems, we do not believe the present structure facih- 
tates effective management. 

Summary The responses to alternative organization structures show that any reor- 
ganization will be a controversial action mvolving many difficult 
choices. Because there are no hard and fast guidelines that govern the 
orgamzation of a large and complex set of activities, it is critical for SSA 

to have a long-range plan. The plan needs to consider the nature and the 
size of the beneficiary population and changes in technology. Then it 
needs to identify SA'S goals for matters such as (1) how (telephone, 
mall, face-to-face) program services will be provided to beneficiaries 
and (2) how SSA should be configured to deliver services m concert with 
its long-range goals and plans. With a clear understanding of its future 
goals and ObJectives and how it wants to configure its service delivery 
network, SSA will be in a better position to organize the remainder 3’ its 
activities. 
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THE COMMISSIONER OF SOCIAL SECURITY 
BALTIMORE, MARYLAND 21235 

JAN 2 3 1987 

Mr. Charles A. Bowsher 
Comptroller General 
United States General 

Accounting Office 
Washlngton, D.C. 20548 

Dear Mr. Bowsher: 

Thank you for the opportunity to comment on the draft 
report on the management of the Social Security 
Admlnlstratlon (SSA). I have found a great deal of useful 
lnformatlon In the report, which culminates a 2-year 
review by General Accounting Offlce (GAO) auditors at SSA, 
and appreciate the time and effort that went into the 
review and the preparation of the report. The willingness 
of your auditors to meet with me and my staff over the 
past 6 months and share their preliminary findings and 
insights about the Agency was particularly helpful to me 
as I assumed the duties of Commissioner. The thoughtful 
and constructive approach taken by GAO In this review can 
serve as a model for agency reviews that can result in 
tangible management improvements. 

From a broad perspective, I agree with the flndinqs of the 
report. An agency the size of SSA, with such a crltlccll 
role in rrhe lives of individual Americans, should have 
strong and stable leadership and musi be well managed. I 
am very much aware that there are slqnificant obstacles to 
achieving that ideal. I do not believe, however, that the 
extensive reorqanlzatlon you suggest would cure the 
current management problems that SSA faces--at least not 
at this point In time. 

The fundamental goals of any organization are to 
effectively manage in today's environment and to prepare 
to meet the challenges of the future. As you have seen In 
your review, SSA 1s in the midst of a complete overhaal of 
its computer system and operational environment. We are 
extricating the Agency from the inefficiencies of obsolete 
operating systems and processes. Siqnlflcant strides have 
already been made and de have laid the foundation for 
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faster, more effrcrent service to the public In the 
future. Although I recognrze and feel an urgency to 
achreve a busrness-lake operatrng envrronment, In a modern 
computer environment, SSA cannot do everything at once and 
continue to move forward. Mayor structural changes at 
this time, I believe, would bring about mlnlmal 
improvements and not contrrbute to resolving today's 
issues. Large-scale organlzatronal changes would detract 
from agency effectrveness, become a false priority and an 
excuse for not dealing with more basic management and 
operational problems. 

A number of references in the report discuss SSA's 
internal culture and rndicate the Agency's reluctance to 
emphasize cost-effective measures, including productivity, 
because of therr possrble impact on the Agency's 
traditional emphases on service to the public. It is my 
belief that SSA can achreve high productivity and 
cost-effectiveness while improving servrce. I concur that 
hlstorlcal patterns and behavior create significant 
management challenges. However, the Agency has made 
meaningful strides to reduce costs by ellmlnatlng 
unnecessary work. For several years SSA has been reducing 
work that 1s of little or no value and thereby increasrng 
our levels of productrvrty. Examples of our efforts 
rnclude the elimination of millions of computer exceptrons 
and alerts whrch have been found to be unproductive, and a 
more than 50 percent reduction in supplemental securrty 
income program redetermlnatlons. These actions have 
allowed us to devote greater resources to more Important 
work and to servrce to the public. 

We provide below our comments on the malor sections of the 
report. 

Providrng For Stronger and More Stable Leadershrp 

The rate of top leadership turnover at SSA should clearly 
be a priority of any Adminrstratron and Congress. 
However, the rdeal of one Commrssloner servrng a lengthy 
tenure may not be possible to achieve. And I do not 
believe the leadership vacuum has been created by the 
number of commissioners as much as by the fact that there 
have been so many acting commrssloners, whose limited 
authority tends to result In the delay of Important 
actions and decrslons while the organization awaits new 
permanent leadership. Regardless of the tenure of 
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leaders, the most important oblectlve for such a large 
bureaucracy is to ensure that SSA achieves stability in 
its direction. Our efforts to formulate a more structured 
and defrnitlve strategic plan for the next lo-15 years 
should provide the vision and direction that will guide 
the Agency Into the next century. 

You are correct that the importance of our activities 
confers a special financial management responsibility on 
SSA. Your recommendations are thoughtful and present a 
practicable means for providing more focus on financial 
management issues. Though some efforts are already 
underway to strengthen our internal control mechanisms, 
which are important to effective fiscal management 
practices, I recognize that there remains a great deal 
more to do. We will require continued lndepth discussions 
with your staff as well as outside assistance to address 
fully the problems that you have ldentlfled. 

Better Define and Communicate Agency Direction 

The conclusions in this section of the report are correct 
and I have begun to take steps to better define and 
communicate our purpose and actrvities to all of our 
constituencies--the public, the Congress, and the 
Department and Agency management and employees. One of 
the most slgnlficant of these efforts 1s the establishment 
of an Office of Strategic Planning, reporting directly to 
me. Its mayor task will be the development of a lo-15 
year strategic plan to guide SSA's development Into the 
next century. The plan 1s intended to provide a dynamic 
framework for shaping SSA's future, rather than reacting 
to 1t. Its primary goal is the creation of a flexible 
operational and programmatic environment that provides a 
high level of efficient service to the public. The 
strategic plan will integrate all of SSA's areas of 
concern, including systems, operations, polrcy, data 
utilization, organizational structure and staffing. 

The processes for policy formulation, regulations and 
field lnstructlons all need to be streamllned. 
Instructions need to be shortened and simplified and 
cannot be written to apply exactly to every case. The 
task is to allow enough dlscretlon so that cases can be 
processed expeditiously while, at the same time, ensuring 
that individuals receive equal treatment regardless of 
which office serves them. As important, a central 

Page 244 GAO/HRLW739 !%A Management Review 



Appendix II 
Advance Comments From the Social 
Secnnty Admimstration 

4 

clearance process needs to be establlshed. The 
reconstituted Office of Policy will oversee this function, 
as well as our efforts to improve the quality of notices 
Issued to our beneflclarles. A moratorium on the issuance 
of new Program Operations Manual System (POMS) 
transmittals and strengthened executive attention to 
notices are first steps In addressing these extremely 
important areas. 

Improving Management Control Over ADP Modernization and 
Operations 

In any analysis of SSA, the size and scope of our Systems 
Modernlzatlon Plan (SMP) should be addressed. The GAO 
report accurately describes the dlfflcultles the Agency 
has experienced, some of which are yet to be overcome. 
The SMP is a major endeavor that will fundamentally change 
our systems and operating environments, and that will 
result in a more efflclent and productive agency. At the 
same trme It will establish the capablllty to utlllze 
future technological changes In data processing. I am 
committed to implementing this modernlzatlon through to 
completion. 

As the report states, improvement in the management of the 
systems area has occurred. To increase our management 
control over the SMP we have developed and put into place 
uniform software engineering standards for systems 
personnel to use as they develop and maintain the 
modernized systems. At the same time procedures have been 
initiated that closely control changes to our hardware and 
software systems and ensure that our prescribed software 
engineering practices and standards are used and enforced. 
The systems Integration function has been strengthened to 
reflect an increased level of effort and emphasis. 
Collectively, these actions promote more effective 
management and control of the SMP development and 
implementation on a routine basis. In addition, the 
long-range agency planning effort will Integrate systems 
modernlzatron (and existing systems maintenance) projects 
wrth overall agency plans. 

Improve and Maintain Workforce Quality and a Favorable 
Work Climate 

The quality of our workforce and their dedication and 
motivation are very strong assets of SSA. Improving and 
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maintaining its quality and work climate are among my 
highest priorities. It 1s clear to me that employee 
attitudes of dedication to and concern for those we serve 
are among the malor reasons the public (as reported by 
GAO) has expressed satisfaction with the service SSA 
provides. The operational changes we are implementing as 
a result of systems modernization, at the same time we 
seek ways to operate more efficiently with a smaller 
workforce, require that our attention continues to be 
focused on ensuring a favorable work climate. The 
report's flndlngs and recommendations in this area wrll be 
carefully considered. 

Again, let me express my appreciation for the constructive 
work of your audit staff and for the opportunity to review 
and comment on the draft report. I expect to use the 
findings, analysis and recommendations of your review 
extensively in implementing additional necessary 
management improvements in the coming months. I invite 
your continued review of our progress and suggest that 
your initial follow up begin 6 months from the issuance of 
the final report. 

Dorcas R. Hardy 
Commissioner 

of Social Security 
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