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THE DIMENSIONS OF THE CRISIS
There were major problems in service deliv-

ery and in making operations cost-effective.
In terms of service delivery7:

●

●

●

●

●

●

●

●

●

●

●

●

issuance of new numbers and cards now
took 4 to 6 weeks;
SSA was 3 years behind in recomputing
retiree’s benefits to credit them with ad-
ditional earnings, and backlogs had grown
to half a million items;
claims processing operations were behind
schedule 50 percent of the time and pay-
ments and notices to beneficiaries were
delayed;
SSA was 3 years behind in posting the 380
million annual wage items reported by em-
ployers, and over $69 billion in unposted
items had accumulated by 1982;
checks totaling $60 million were mailed
to 8,000 people who had been dead for at
least 2 years;
there was a 3 month backlog of data
needed to notify employers about incor-
rectly reported employee earnings;
annual cost-of-living increases processing
forced suspension of all other processing
for 1 week each year;
large backlogs in processing Medicare
claims caused payments for services to be
badly delayed;
systems security failed to meet minimum
standards for Federal agencies;
SSA was over 2 years behind in enforce-
ment operations to detect overpayments;
computer procedures to detect potential
fraud were not able to be done regularly;
and
overwork and alienation of workers was
high, tapes were deliberately destroyed
and equipment sabotaged, with 46 acts of
willfull vandalism reported between 1977
and 1981.

7HOUSe  Cofitt= on Government Operations, Mism~age-

ment of SSA Computer Systems Threatens Social Security
Programs, 33rd report, 1982, p. 4.

SSA operations were no longer cost-effective:
●

●

●

it was having to meet most legislative
changes in programs through manual
processing, often overtime, and at serious
costs to other operations;
to implement Cost of Living Adjustment
(COLA) increases required 20,000 hours
of computer processing, day and night
over a period of 4 monthsa;
SSA itself argued, using GAO estimates,
that using programmable terminals in
only 4 of the 10 labor-intensive functions
that it was hoping to automate would re-
sult in “savings of over 1,000 years, rep-
resenting $133 million in savings, after
taking into account the costs of adding
these additional processing capabilities.”9

Problem elements in the data-processing sys-
tems in 1981 involved hardware, data storage,
software, data communications, personnel, and
facilities; in short, all elements of the system
were in trouble, as will be described in the fol-
lowing section. Procurement practices were,
at best, inept. SSA’S practice had been to ex-
press its mission requirements in terms that,
in effect, made IBM the only competitor. GAO
advised Congress that SSA did not have the
expertise to develop sound procurement strat-
egies based on mission requirements. In 1978,
at the request of the Brooks Committee, GSA
put a hold on SSA’S computer acquisitions un-
til they could be reviewed; subsequently 300
out of 500 were canceled.10

8SSA: 1982 SMP.
‘Ibid., p. 1-19.
1°House  Committee on Government Operations, 33rd report,

1982, p. 11. See also U.S. Congress, General Accounting Of-
fice, Solving Soa”al Security’s Computer Problems: Comprehen-
sive Corrective Action Planning and Better Management 1s
JJeeded. A report by the U.S. Comptroller-General to the Chair-
man of the House Committee on Government Operations, HRD-
82-19, Dec. 10, 1981. Hereafter cited as GAO (title, date).
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DEVELOPING THE PLAN
1 n anticipation of asking Congress for nearly

$150 million to rebuild SSA’S information
systems, SSA’S new Commissioner, John V.
Svahn, painted a dire, bleak public picture of
its situation. Some who had been SSA man-
agers for a long time now say that the situa-
tion was never as bad as it was portrayed, but
that in order to build support for a large mod-
ernization program it was necessary to go
along with the public posture that disaster was
near. To some extent, the extraordinary defen-
siveness of SSA since 1982 to outside criticism
can be attributed to these tensions.

Those who were struggling with the prob-
lems on a day-to-day basis understandably
want to emphasize that SSA continued to cope.
Those who were determined to make a new
start may even have misrepresented some de-
tails; from the outside, it is not possible to pin
all of these down, In some sense, these details
are now unimportant; the situation was clearl}
bad, and the critical questions for government,
and particularly for Congress, were why did
it become so bad? and how can this situation
be prevented in the future for SSA and for
other governmmt agencies’?

In the rest of this section, therefore the em-
phasis is on three questions: 1 ) why was SSA
in a crisis’? 21 how did it get in that situation?
and 3) who was m a position to know- was
Congress warned that the situation was de-
veloping”?

The Data-Processing Environment
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in SSA expending two-thirds of its computer
resources (230 work-years annually) on soft-
ware maintenance-not redesign but changes
in old codes in order to fulfill new information
requirements.

Only a handful of SSA people knew how a
large number of the computer programs oper-
ated; as these people retired or left SSA a sig-
nificant amount of the code was no longer
maintainable by the remaining staff.

These problems also bedeviled many large
private sector organizations in the mid-1970s,
but SSA was about 5 years behind private in-
dustry in making important technological tran-
sitions.

Hardware

In 1982, SSA was operating outdated, un-
reliable, and inadequate hardware. Of the 26
large-scale computers, 23 were supporting
program-related operations and 3 processed
administrative workloads. SSA operated 11
IBM 360/65 systems in its Program Service
Centers (PSCS) and central offices, and two
UNIVAC 1108 systems in Baltimore. The
UNIVACS had not been manufactured or mar-
keted for 10 years; their operating costs were
more than $3 million, compared to $1 million
for more modern equipment. The IBM 360/65
systems were first produced in the 1960s. SSA
also operated an IBM 370/165 and an IBM
370/168, which were 10 years out of date and
no longer manufactured or marketed.ll

Since this hardware was no longer supported
by the manufacturers, SSA had to contract for
costly third-party maintenance. This hardware
contributed to about 25 percent of the produc-
tion jobs having to be done over, wasting ap-
proximately 30 percent of the available com-
puter processing power.

A great deal of labor was required to load,
unload, and catalog the magnetic tapes. Each
month, 30,000 production jobs required man-
ual handling of 150,000 tapes. About one-third

1 ITe~timony of Commissioner Svahn, in 1981, in Brooks
Committee, Viabih’ty  of the Social Security Administration
Computer Systems, 1981.

of these did not have internal standard labels
to allow the computer to check on whether the
proper tape was being run. This increased the
level of errors.

Many of the major production jobs were de-
signed to operate on only one specific computer
or were too large to run on other computers.
The lack of adequate hardware meant that very
little computer time was available for testing
and development of new programs.

SSA failed to meet its computing require-
ments 45 to 75 percent of the time, each month
in 1982. According to Svahn, SSA estimated
that its gross computing capacity require-
ments in 1982 approached 5,000 central proc-
essing unit (CPU) hours per month. The maxi-
mum capacity of the computers was 3,000 CPU
hours per month, and staffing levels would sup-
port only 2,000 CPU hours. Program analysts,
operators, and managers operated systems on
an overtime basis to process critical workloads,
while backlogs continued to mount.12

Telecommunications

Field offices need timely access to data
stored and processed at the central computer
facility to take claims for benefits and to proc-
ess changes. The telecommunications system
had evolved over the previous 15 years, since
SSA entered into an interagency agreement
with the General Services Administration
(GSA) in 1966 to be a prime user of its Ad-
vanced Records System (ARS), a teletype net-
work. The SSA telecommunications system of
1982 included:

●

●

three types of data-entry terminals: ARS
teletypewriter equipment, SSA Data Acqui-
sition and Response System (SSADARS),
and interactive video display units in lo-
cal offices, plus other key-to-disk record-
ing equipment in the program service
centers;
concentrators (telecommunications mini-
computers which receive data and query
messages and send them to a main host
computer);

“SSA: 1982 SMP, p. 1-3.
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●

●

●

●

modems and local communication lines
connecting SSADARS terminals to the
concentrators;
high-speed trunk lines connecting the com-
municators and front-end processors;
front-end processors that interface be-
tween trunk lines and host computers and
translate between them;
the host computers, already described;
and
SSADARS software (communications
and applications programs).

When built in 1974, SSADARS consisted of
two IBM 370/165s, and was designed to han-
dle 20,000 inquiry-response transactions and
80,000 data transactions per day. It was satu-
rated a year later and required updating to
370/168 computers. Since then teleprocessing
has grown by 500 percent.

By 1982, SSADARS had old, inadequate
concentrators, insufficient communication cir-
cuits, and obsolete front-end processors. It
suffered overload, frequent failure, absence of
manufacturer support, unavailability of re-
placement parts, and extended outages. Dur-
ing the first half of 1981, the system was down
11 percent of working hours and 88 percent
of the downtime was due to hardware fail-
u r e . Field office staff had to come in on
weekends to key in data that SSADARS was
too overloaded to accept during the week. By
1982 there was little capacity remaining in off-
peak periods to handle current workloads. In
other words, workload could not be shifted to
off-peak hours; high traffic peaks occurring in
peak load time had to be backlogged, and en-
tire streams of communication were frequently
lost, requiring rekeying, which meant that
transmission time was lost while messages
were rekeyed. This resulted in printing back-
logs ranging from 10,000 to 100,000 messages
at a time.

Database

Methods used for the storage and organiza-
tion of fundamental SSA data were about a
decade behind the times, in 1982. Data was

IJSSA : 1982 SMP, p. 2-16.
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on 500,000 reels of magnetic tape stored in a
vault on portable pushcarts; tight scheduling
and a great deal of labor (200 people, or more
than a third of the operations staff) were dedi-
cated just to handling the tapes and getting
the reels into use. Physical disintegration of
the tapes, plus human error, caused a high
number of failures and subsequent reruns.
About 24 percent of CPU hours were lost in
this way each month.

Data was stored on tapes at 1,600 bytes per
inch (bpi), a very low density compared to com-
mercially available 6,250 bpi drives. It was
organized by programs, with many data ele-
ments repeated from one program to the next,
and there were more than 1,500 separate pro-
grams. There was no formal data dictionary
with standard definitions of all data elements
comprising the SSA databases. The same data
elements (e.g., earnings) were labeled and de-
scribed differently indifferent programs, which
made for confusion.

These transaction processing systems are
the foundation for higher level systems, which
in many large organizations include manage-
ment information systems and decision sup-
port systems. The former are systems designed
to support middle and senior-level manage-
ment by providing routine reports on opera-
tions. In modern organizations, information
needed for management is often routinely co-
pied from transaction files into a management
information system file that allows managers
to access it through personal computers or
some network arrangement. In SSA, the trans-
action data was not generally available to
managers because it was on magnetic tape, and
all requests for reports had to be funnelled
through central processing. There might be de
lays of up to several years in the production
of reports needed to manage decisionmaking
and control. There was no management infor-
mation system and no plans to develop such
a capability.

Personnel

There was constant pressure from OMB
under several Administrations to constrain or
reduce the size of the work force (see table 4).
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Table 4.—Size of Work Force of Social Security
Administration, 1975.84

— —
F u l l - t i m e  p e r m a n e n t  ‘- ‘ -

Staff on duty Temp;rary and
Fiscal year end of yeara part-time Total

1975 b . . . . . . . 78,400’ 7,300 85,600–

1976 b . . . . . . . . 78,400 7,300 85,600
1977 b ... . . . . 80,300 7,300 87,500
1978 b . . . . . . 78,600 7,100 85,700
1979b . . . . . . . . 76,300 7,600 83,900
1980 . ., . . . . 74,500 7,200 81,700
1981 . . . . . . . . 74,600 9,700 84,200
1982 . . . . . . . . . 74,800 11,300 86,100
1983 d . . . . . . . . 76,000 9,900 85,900
1984 d . . . . . . . 75,800 8,000 83,800
aFlgur~~ ma; not acjcj across due tO rounding
b Re p r es e nt approxima t e Ievels of employment Derived from subsequent Year’s

appropriations’ justfftcatton
clncludes 6000 employees who had 2-year term appointments at that time
dThese are ~stlmates derived from 1984 appropriatlons’ justification
NOTE This table provides actual and estimated levels of employment for the So-

c Ial Security Admln lstration, and does adjust for various reorgan Izations
and shifts In agency responslbllity, e g , the transfer of Medicare respon.
stbilttles to the Health Care Ftnanclng Admintstratlon and adoption of
AFDC and child support enforcement program functions

SOURCE Alan Westtn

Both Congress and OMB reasoned that invest-
ment in automation should be justified in
terms of increased productivity, defined as a
saving in labor costs. By about 1980, private
industry (e.g., the insurance industry) had be-
gun to realize these gains in lower labor costs
per unit, but these gains showed up only some
years-at least a decade—after the companies
first began to build a modern data manage-
ment infrastructure. That infrastructure was
not yet in place at SSA.

Perhaps even more important was the fail-
ure of SSA to maintain and upgrade the skills
of its computer specialists relative to the rap-
idly advancing state of the art of computer sci-
ence, or to attract the best of the crop of new
graduates in this field. There was no adequate
program in SSA for replacing experienced pro
w arnmers who were about to retire, or for train-
ing new staff. In 1981, the agency lost 112 of
its 560 experienced programmers14; they took

ld&.cording  t. the SSA: 1982 SMP, p. 1-15. However, SSA
now disputes this (in written communication to OTA) saying
that: “In 1981 total losses in the 334 series (which includes com-
puter prograrnm ers and systems analysts) was 71, not 112. This
is one below the average yearly loss for the period 1981-1985.
In 1981, new programmer trainees totalled 155, higher than in
any subsequent year. ” It is possible that Mr. Svahn exagger-
ated, but SSA was certainly feeling the scarcity of competent
programmers in 1981-82.

with them much of the knowledge of the patch-
work software. Only 21 of them were replaced.
SSA’S 1982 System Modernization Plan (SMP)
noted that:

The full impact of ADP staffing losses is
more serious because the knowledge of patch-
work software is lost due to the Iack of docu-
mentation. New recruits cannot be prepared
adequately for the maintenance of undocu-
mented programs and systems using archaic
programming techniques.

SSA says that in 1981 entry-level program-
mers got 6 weeks of training; some remember
that it took about a year for them to learn
enough to perform adequately.

Computers had also changed the work of the
rest of SSA’S staff. Over one or two decades,
the amount of material a claims representa-
tive had to master had enormously increased.
As one employee said:

Now I am (expected to be) not only an ex-
pert with respect to retirement and survivors’
benefits, and disability benefits, but how to
make all those work in a computer system.
From a Claims Manual of three volumes, that
I started from, now (I have) no less than 20
volumes, half of which are systems instruc-
tions. . . . Claims reps have long since given
up trying to keep track of rules and regula-
tions and law. Now you are only dealing with
instructions.

Labor relations were, according to both man-
agement and labor, at an all time low. In 1979,
the American Federation of Government Em-
ployees (AFGE) proposed a consolidated bar-
gaining unit and SSA agreed. The parties bar-
gained for 18 months over a contract which
finally went to arbitration. After 23 days, an
agreement was signed, in 1981. According to
management, labor was using charges of un-
fair labor practices to stall improvement in
operations —in 1 year, AFGE filed over 800
charges of unfair labor practices. According
to labor, management failed to take into ac-
count the interests of the workers when design-
ing and implementing new systems, especially
quality of worklife issues and employment im-
pacts. Both management and labor agreed that
unless there were drastic changes in the cli-
mate of distrust that prevailed in 1982, the de-



velopment of new information technology
would intensify the strife.

Security

Privacy protection, physical security, ac-
countability, prevention of abuse and fraud,
and backup and recovery capability had also
suffered from lack of coherent management.
SSA had poor physical control at its facilities
and few audit trails to determine who in the
agency initiated actions, either on paper or by
computers. There was no systematic method
for communication among various programs,
so that an individual could obtain multiple ben-
efits under multiple programs without over-
payments being detected. The 1982 SMP doc-
ument noted that due to computer processing
backlogs and faulty programs, duplicate pay-
ments were often made, and “the computer
backlog has reached the point where SSA can-
not carry out its earnings enforcement opera-
tion (a primary overpayment detection mech-
anism) nor employ automated means to detect
conditions indicating potential fraud. “*5

Another sign of poor management control
was the inadequacy of systems backup and re-
covery plans, which were limited to storing co-
pies of master files in an offsite storage area.
An SSA document in 1982 warned:

. . . SSA’S systems operate without any
backup in the event of critical damage, or
worse—a catastrophe. . . . Although backup
files are available to some extent, they are not
duplicates. The destruction of a large number
of key tapes would probably result in an in-
ability to produce payment tapes. . . . Should
a major disaster occur, untold billions of dol-
lars could be lost as a result of SSA’S computer
and communications systems being out of
commission for up to a year. 16

1~SSA: 1982 SMP, p. 1-7. SSA says that it did have an an-
nual operation called MAFDUP which identified potential dupli-
cate Title I I payment situations and alerted processing center
personnel to review the affected folders.

‘hSSA:  1982 SMP, p. 1-18. SSA, however, now says that it
maintained backup copies of all master files in a secure storage
area; these backup files were not in fact duplicates; and restor-
ing master files would ha~’e been difficult, expensive, and time-
consuming.
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The 1982 SMP also warned that because of
deficiencies in controlling access to records and
to the telecommunication network, SSA was
vulnerable to fraud, abuse, and sabotage. It
noted that there had already been “limited
instances of fraud and abuse perpetrated by
its employees . . ." and that ‘‘some instances
of sabotage causing the destruction of equip-
ment and tape files have occurred in the past,
and could be repeated by disgruntled em-
ployees working under increasing workload
pressures. . . .”

Planning and Management

SSA’S most critical weakness was its in-
ability to gain management control over infor-
mation resources and systems. SSA itself rec-
ognized that it:

. . . had not yet undertaken the management
initiatives necessary to insure adequate con-
trols over the development, operation, and
maintenance of its systems. ...17 

SSA had an explicit and well-institutional-
ized advanced systems planning group in the
1940s. But by the mid-19S0s, each program
bureau was independently working on plans
and development of its own systems, without
regard to agencywide considerations. In the
late 1950s, another central systems planning
unit was formed, with a broad charter to de-
velop concepts for advanced system and inves-
tigate the technology to move the agency
toward that system. This appeared to be work-
ing fairly well until the mid- 1960s. 18 But dur-
ing the late 1960s advance planning was usu-
ally sacrificed to the need to deal with recurring
crises. A former SSA official recalls that:

The heads of the two main program bureaus
would withdraw people from systems planning
and put them into current operations work. , .
since those jobs just had to get done, I tried
to keep the advance planning staff working
ahead as much as possible, but there really was
a kind of blackmail at work—Operations needed

‘TSSA: 1982 SMP, p. 1-14.
‘hJack S. Futterman, The Social Security Administration

Recent Reorganizations and Related Adxninistratit’e  Problems,
report to the National Commission on Social Security, July 28,
1980, unpublished.
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people to get the changes done and the checks
out, and we couldn’t deny them the re-
sourcesolg

The planners, in any case, had no resources
to begin to implement any of their concepts;
those resources would have to come from oper-
ations budgets, and the operations people were
never willing to make this contribution. There
has always been an inherent dilemma in sys-
tems planning and implementation in very
large and complex organizations such as SSA.
Bottom-up planning and implementation gives
a better fit to the needs of users, and is more
likely to succeed than a top-down approach be-
cause the users have a vested interest in it.
But bottom-up planning is also likely to result
in a lack of integration and a failure to address
the long-term needs of the organization as a
whole, esecially if that implies a significant and
fundamental change in the way the organiza-
tion conducts its day-to-day business.

The Office of Advanced Systems was cre-
ated in 1975 in an attempt to gain manage-
ment control over the planning and develop-
ment of information systems, and buffer it
from the demands and assumptions of the oper-
ations side of SSA. But in the 1979 reorgani-

‘gJack S. Futterman, “Administrative Developments in the
Social Security Program Since 1965, Social Security Bulletin,
April  1972, pp. 3.9.

zation this office was decimated. GAO
recommended20 that the planning for infor-
mation systems be assigned to a separate, in-
dependent component reporting directly to the
Commissioner (as the Office of Advanced Sys-
tems had done).

Shortly after Commissioner Svahn was ap-
pointed in 1980 he began to try to reintroduce
a strategic information systems planning group
apart from the operational systems personnel;
this became the origin of the SMP. Multiple
reorganizations had failed to separate system
operation from system planning and devel-
opment.

SSA then undertook two major initiatives
to address its systems problems: the Paradyne
project and SMP. The Paradyne project was
initiated to replace the old GTE equipment
that was then beyond its estimated system’s
life and was failure prone and expensive to
maintain. It is usually said to predate SMP,
since planning for it began in 1979, but because
the two initiatives are closely related, and be-
cause the outcome of the Paradyne project has
had significant effects on the way SMP is be-
ing conducted, it will be described here.

mu s Conwess, Gener~ Accounting Office, The smj~ *u-

. .
rity  Adrm”nistration  Needs To Continue Comprehensive Long-
Range Planning, HRD-79-118, Sept. 10, 1979.

THE PARADYNE AFFAIR

The Paradyne project was one of the largest
single government civilian information sys-
tems upgrades ever undertaken. The original
contract was for $115 million, the largest ever
let for information technology by SSA. It be-
came a management disaster, even though in
some technical respects the effort worked.

The Paradyne Contract

On March 27, 1981, SSA awarded a commu-
nications terminal replacement contract to the
Paradyne Corp. of Largo, Florida. Paradyne
was to supply the agency and its field offices
with approximately 1,850 programmable micro-

computer systems with an anticipated life of
8 years, plus related software.

Initially this was to be a one-for-one re-
placement of SSA’S deteriorating and obsolete
SSADARS data communications terminal
equipment, located in District Offices. Before
SSA issued its terminal solicitation in June
1980, GAO and GSA had reviewed the plans.
Both objected to the simple, original plan for
purchasing dumb terminals that were not pro-
grammable and could not easily be adopted to
future changes in requirements, and that re-
stricted the network architecture to the cur-
rent method of operation, precluding local of-
fice data processing. SSA had simply thought
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about the existing SSADAR system and how offices must have speedy access to data to is-
to make it more efficient, rather than reconcep- sue social security numbers, maintain earnings
tualizing the entire information processing sy~- records, accept claims, and process changes.
tern. This was to be a fatal weakness through- Before the Paradyne purchase, the network
out the Paradyne affair.

When GAO recommended (with strong con-
gressional support) that the terminals be ex-
panded to allow distributed processing, SSA
agreed in concept that eventually the agency
would require programmable terminals in lo-
cal offices. But they argued that obtaining such
equipment would have to be deferred. The
memory capacity of the terminals would be en-
hanced after they were installed. In January
1980, GAO agreed to this approach.” This
project was now envisaged as a major part of
SMP’S proposed Data Communications Util-
ity Program.22

The equipment was simple in concept. Each
installation was to include a programmable
controller.’ s Access to SSA’S main computers
would now be distributed, by a series of add-
ons to the existing telecommunication net-
work. The Paradyne terminals would later be
enhanced from dumb terminals to something
very much like a microcomputer, having local
storage and data-processing capability and the
ability to produce reports, draw graphs, make
lists, and store high peak load data for trans-
mission later. This would be an early and ma-
jor component in the multiyear SMP. SSA
planned a phased installation of the equipment
between June 1981 and July 1983.

SSA depends heavily on its data communi-

was composed of a variet y of incompatible and
outdated equipment going back to the 1960s
and early 1970s. The primary components were
three types of data-entry terminals (including
the SSADARS, as described earlier), a collec-
tion of modems,24 and local communication
lines to connect the terminals to concentrators
(minicomputers). The modems and local com-
munication lines operated at low speeds of
about 1,200 bits per second (bps). The concen-
trators combined, condensed, edited, and refor-
matted messages and sent them on to front-
end processors, which are communication com-
puters attached to the mainframe computer
in Baltimore by high-speed trunk lines.

SSA also wanted the Paradyne network to
eliminate the key-to-disk terminal equipment
in the Program Service Center, which could not
handle on-line inquiries or editing. Instead of
operating three expensive, out-of-date, and in-
efficient telecommunication terminal subsys-
tems, SSA would then have a single terminal
system.

Failures in the Paradyne
Implementation

As already noted, SSA initiated the Para-
dyne procurement before SMP was imple-
mented, but later made it an integral part of
SMP. SSA planned to have installed the Para-

cation network to perform its mission. Field dyne terminals by September 1983, and to
have completed the hardware and software en-

2’U.S, Congress, General Accounting Office, Social Security
Administration Data Communication Contracts With Para-
d.vne Corporation Demonstrate the Need for Improved Man-
agement Controls, IMTEC-84-15,  vol. 33, July 9, 1984.

ZZA data ~ommunications  utility iS a communications ‘et-
work in which all remote terminals and a central host computer
are connected by a common “back bone’ capable of supporting
a large variety of data communication requirements and
equipment.

~~A control  device through which terminals and other periph-
eral equipment such as printers, card readers, and off-line stor-
age devices are comected  to a single communications line; hence,
a single programmable controller could control several printers
for outputting data, and also be connected to a card reader or
terminal for inputting data, and could handle these loads ‘(on-
line, ” i.e., simultaneously.

hancements  for local processing, and also to
have begun designing user applications (such
as benefit payment computation or prepara-
tion of claims applications) to be automated
locally using the enhanced equipment. SSA
hoped by September 1984 to begin using these
applications so that operations could be com-
pleted at the local level and public service
would be improved. By March 1986, accord-

‘~Devices  that interface and translate between a digital com-
puter and an analog telephone line.



128

ing to the plan, SSA would have installed its
new data communications utility, providing
a high-speed communication network that
would integrate the Paradyne terminals and
other local office equipment into the central-
ized national databases and computer systems.

But from the very beginning, the Paradyne
equipment had severe operational problems
and breakdowns. SSA began acceptance test-
ing of the first 16 systems on April 30, 1981.
All 16 failed to successfully complete 10 days
of continuous testing.

SSA made a major contract modification and
changed key operating standards so that the
terminals would pass the test. Significant per-
formance problems continued. Acceptance
testing was suspended and the requirements
were modified. During the first 16 months,
Paradyne made repeated changes to the ter-
minal controller in attempts to solve system
performance problems.” Paradyne did not
begin to consistently meet contract perform-
ance requirements until April 1983.

GAO later found that:

SSA did not use benchmarking techniques
in an effort to minimize costs to vendors
in qualifying for contract considera-
tion,” but instead used “operational ca-
pability demonstrations” as the precon-
tract award testing mechanism. These
were supposed to demonstrate processing
and printing speeds and general opera-
tional capabilities; and
SSA did not, however, enforce the opera-
tional capability demonstrations provi-
sion—i.e., did not ask vendors to demon-
strate actual equipment or document the
testing, or provide programs or workload
file mixes, but instead allowed each ven-
dor to structure its own demonstration

‘“1’hey included four hardware changes, four versions of the
operating system soft ware, five vesions of the hardware, in
21 different combinations, As late as August 1982, 17 differentt
versions of the cent roller were being used by SSA. GAO, op.
cit., IMTEC-84- 15, p. 16

-“Contrary to GSA guidelines, which strongly recommend
that agencies use bench mar-k tests, in which agency computer
programs and workloads are run on vendor equipment to vali-
date system performance.

and to submit ‘written analysis for actual
tests” if certain hardware components
were not available.z~

By December of 1982, SSA had installed
1,600 of the 1,800 Paradyne terminals. It had
given Paradyne a contract for software to en-
hance the transmission capabilities by changes
in the operating system. It had issued a com-
petitive solicitation for applications software
to begin automating field office operations.

SSA awarded a sole source software contract
of more than $2.5 million to Paradyne on Sep-
tember 8, 1982, to enhance the data transmis-
sion capabilities of its terminals by modifying
the terminal software. More than $1.8 million
of this was for documentation of all terminal
software and developing a workplan for con-
structing the software modification and doc-
umentation.

But given the performance problems, SSA
began in April 1983 to rethink the role of Para-
dyne terminals. The SMP was more and more
focused on a strategy of centralized process-
ing, which would eliminate the need for local
intelligence in the terminals. The sole source
software contract was canceled (April 29). By
then SSA had paid Paradyne $550,000 under
that contract and Paradyne had delivered one
product—a workplan for conducting the mod-
ification and documentation. (Paradyne sub-
mitted a final bill for an additional $252,000
in July 1984.28)

By 1982 SSA had purchased the 841 leased
Paradyne terminals already installed in SSA
offices, and had a lease on the other 1,000 ter-
minals. As of mid-June 1984. SSA was still con-
sidering whether to buy, or continue leasing,
the remaining 1,000 terminals, although it was
unclear how they could be used, since the Para-
dyne equipment was no longer part of the fu-
ture district offices under the SMP.

The Paradyne terminals ultimately did work
as planned although they had severe startup

——.—
-;(;  AO,  op. cit., IMTF:C-Wi5,  p. ]J1.
~ “1’his  was ~ittacked  as an “$800,000 w [)rkplau’  note, how-

~’~rt’r, that it maj’ hate  co~’er-c’d  work betwwln  Sept R, 1982  and
Ipr. 29, ] 9k3, 9 m o n t h s  rr}t re])r(’sentt’(1  b~r the ~r(wkplan.



problems and excessive down time. They will
be replaced, beginning this year, with desk-top
termininals l as described in chapter 2.

SSA Failures in Managing
the Paradyne Project

1. faulty system development practices,
2. faulty procurement practices, and
3. underlying structural weaknesses in the

procurement oversight procedures.

GAO said that expressing requirements in
terms of general equipment performance speci-
fications for individual terminal components,
as SSA did, may have biased the solicitation
toward particular vendors. Moreovert this
method does not allow  vendors to address over-
all systems processing requirements but in-
stead forces them to address specific subre-
quirements.

Having failed to analyze its requirements
sufficiently, or to fully conceptualize how an

other Factors in the Paradvnc
Contract Problems 

The 1982 restructuring gave primary respon-
sibility for planning and managing ADP/data
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communications procurements to the Office of
the Associate Commissioner for Systems In-
tegration, merging the functions of specifica-
tions development into one office—the Office
of Systems Engineering. This also lowered the
level within SSA at which judgments are made
about the adequacy of proposed developments.
It was under these conditions that implemen-
tation of the Paradyne contract proceeded and
the sole source software contract for $2.5 mil-
lion was given to Paradyne.

The Department of Health and Human Serv-
ices (DHHS) is responsible for monitoring SSA
computer acquisitions through its Assistant
Secretary for Management and Budget. DHHS
did review the SSA procurement request and
conducted a postaward review of the terminal
replacement contract with Paradyne but did
not become involved in key phases of the
procurement such as definition of require-
ments, development of the solicitation, prea-
ward testing, acceptance testing, or measur-
ing of performance. In effect, according to
GA0,33 DHHS “in accordance with its nor-
mal practices, re-delegated management and
oversight authority for these activities to SSA.
. . . As a result, SSA received little, if any guid-
ance from HHS. . . .“

An Unfinished Story

In early 1983, SSA began developing a new
technical approach described in detail in chap-
ter 2, for providing field office claim represent-
atives with terminals for direct interaction
with the public, but not for distributed data
processing.

SSA’S dealings with Paradyne became the
subject of litigation in both civil and criminal
courts. The Securities Exchange Commission
(SEC) filed a civil suit against Paradyne in
March 1983, charging the firm with violations
of the Securities Acts.34 SEC alleged that
Paradyne, in the preaward operational capa-
bility demonstration tests, used dummy equip-

3 3G A 0  ~P.  cit.,  IMTEC-84-15, PO 7.
]~%cu~itie~  Act of 1933 a9 amended, 15 U.S.C.  Par.  770(A)~

1976; Securities Exchange Act of 1934, as amended, 15 U.S.C.
pars, 78J(B) and 78 M(A).

ment made by a competitor and altered to ap-
pear as Paradyne’s; that it altered other
equipment so that it falsely appeared to meet
the processing rates required; that it falsely
represented that its microcomputer would
meet SSA needs; and, in short, that the tests
were rigged and that Paradyne sold SSA a pro
totype rather than the off-the-shelf terminal
SSA thought it was buying.

In February 1984, the former Director of
SSA’S Office of Data Communications (which
played a key role in the contract award) was
charged in criminal court with attempting to
extort more than $400,000 from a California
software company in return for assurances that
the firm would be selected as a subcontractor
on a $4 million data communications software
contract to be awarded to Paradyne.

In March 1984, Sigma Data filed a civil com-
plaint asking $70 million in compensatory and
punitive damages from Paradyne, claiming
that it (Sigma Data) would have received the
SSA contract had Paradyne’s misrepresenta-
tions been identified earlier.

In September 1985, SEC and Paradyne
agreed to an out-of-court settlement on charges
of commercial fraud. Criminal investigations
of SSA and Paradyne personnel, and several
civil suits, are continuing. The settlement re-
quired no admission of wrongdoing by Para-
dyne but simply the promise to comply with
Federal securities laws in the future.35 But on
December 12, 1985, Paradyne, eight current
and former executives, and one former SSA
official were criminally indicted for bribery,
conspiracy, and lying to government investi-
gators concerning the 1981 contract with
Paradyne. The former SSA director of telecom-
munications allegedly accepted a $500,000 con-
tract for software developed from Paradyne.

Aftereffects and Implications for SMP

The Paradyne case was a severe blow to
SSA’S reputation just at a time when outside
support was needed to assure funding of the

35’’ SEC Settles With Paradyne, ” Computerworlcf, Elept,.  16,
1985.
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Systems Modernization Plan. Hindsight sug-
gests that there were three basic flaws in SSA
procedures:

1.

2.

3.

SSA had not thought through how it
wanted to do business, and had not sys-
tematically defined its information re-
quirements;
SSA probably did not have the onsite per-
sonnel capable of making a thorough
study of its requirements and translating
that into a full modernization plan;
the merging of the specifications develop-
ment and review functions was a mistake,
compounded by failure to bring in exter-
nal consultants capable of criticizing the
procurement; this widened the possibility
that SSA personnel could be fooled and
defrauded bv vendors.

The perception of these deficiencies account
for much of the skepticism with which SSA’S
critics view SMP. They question whether SSA
now has any more rigorously examined objec-
tives than it did in 1979 to 1981; whether its
systems personnel are more capable now than
they were then; and whether the reviews and
checks on the system are now more likely to
catch mistakes or detect fraud. Moreover, the
criminal indictments of SSA personnel have
not been reassuring. SSA, in addition, has
probably been made even more conservative
and cautious, more likely to stick to short-term
solutions and nonrisky options—for instance,
its insistence on “proven technology’ for SMP,
which may make its decisions worse rather
than better.

.
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Chapter 8

The Oversight of SMP, 1982-86

OVERSIGHT INSTITUTIONS
In the executive branch, the Social Security

Administration (SSA) is within the Depart-
ment of Health and Human Services (DHHS),
and like all agencies is subject to directives
from the Office of Management and Budget
(OMB). Information systems procurement and
management receives additional oversight.
GSA has final authority to purchase auto-
mated data-processing (ADP) equipment but
can delegate purchasing authority to agencies.
OMB is responsible for overall policy. The Na-
tional Bureau of Standards provides techni-
cal resource support.

The principal congressional oversight bod-
ies concerned with SSA are four House Com-
mittees and four Senate Committees. In the
House these are the Committees on Appropri-
ations, Ways and Means, Government Opera-
tions (sometimes called the Brooks Commit-
tee), and the Select Committee on Aging. The
active Senate Committees in recent years have
been the Committees on Finance, Appropria-
tions, and Governmental Affairs, ] and the
Special Committee on Aging.

The 1965 act governing procurement of Fed-
eral ADP equipment (the Brooks Act) seeks
to assure competitive and fair procurement,
and sets forth central management responsi-
bilities for ADP. The Brooks Act restricts the
capability of an agency to carry out a sole
source procurement for large systems (that is,
to order a system from one vendor without
competitive bidding). The agency must estab-
lish functional and technical requirements for
the system or equipment it needs, and invite

1 In 1985 the Senate Committee on Governmental Affairs and
the House Cornmi ttee on the Judicary, Subcommittee on Courts,
Civil Liberties, and the Administration of Justice requested an
OTA assessment of Federal Government Information Technol-
ogy, which contained a series of three reports released in 1985
and 1986. The Senate Committee on Governmental Affairs sub-
sequently requested this SSA case study, as an additional probe
of the kinds of generic problems that had been identified in the
earlier and broader assessment.

a large number of vendors to submit competi-
tive bids satisfying those requirements.

The Competition in Contracting Act of 1984
seeks to strengthen the Brooks Act; among
other provisions, it permits unsuccessful bid-
ders to go to a Board of Contract Appeals,
within GSA, which can suspend all procure-
ment during the appeal. (SSA’S current tele-
communications procurement is tied up by pro-
tests from potential vendors who thought that
SSA’S specifications were unduly restrictive.)

In practice, the effect of the procurement
process requirements has usually been to em-
phasize least initial costs rather than broader
lifecycle concepts, which also include the costs
of software, maintenance, and manpower. The
initial hardware cost usually drives the pro-
curement decisions.

Even before passage of the Competition in
Contracting Act, the process of systems pro-
curement was a lengthy one, as is almost any
process involving formal procedures necessary
to assure accountability and fairness. Accord-
ing to many Federal Information Resource
Managers z this often results in a major sys-
tem being far behind state of the art by the
time it is installed. The Competition in Con-
tracting Activities law has added a protest pro-
cedure, which some Federal procurement of-
ficers say can be abused to the detriment of
orderly procurement procedures. SSA officials,
for example, privately say that:

● vendors have protested procurements
solely to damage the financial standing of
the winner by delay3;

2Proceedings of an OTA Workshop on Federal Information
Resources Management, September 1984.

sThe winner  of the contract award, may for example ‘ave ‘m-
ediately ordered equipment and material or engaged work-
ers; even if the contract is likely to be upheld, that is, does not
have to be recompleted, the contractor has suffered a cash drain
that could threaten its financial stability.

135
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● have withheld information about techno-
logical capabilities when potential respond-
ers were given opportunity to comment,
prior to a formal request for proposals, only
to protest subsequently that the specifica-
tions in the request for bids do not allow
them to offer this improved capability;

● or have protested on the final day of the 45-
day protest period in order to delay the
process long enough to complete the devel-
opment of their proposed system.

These tactics can delay a procurement for
8 months or more. Some States, to avoid simi-
lar problems, are requiring protesters to post
bonds. There are many critics of Federal pro-
curement procedures who maintain that they
result in control of equipment purchases be-
ing separated from consideration or knowledge
of the activity to which it will be applied, and
sometimes add years to a major procurement.
But the Brooks Committee has clearly been
responsible for bringing rationality, profession-
alism, and accountability to Federal informa-
tion systems procurement.

The effectiveness of all congressional over-
sight is, however, only as good as the informa-
tion that Congress gets about Federal agency
actions, and there are serious structural prob-
lems in assuring that quality.

All of the congressional committees are as-
sisted in their oversight role by the General
Accounting Office (GAO), which continually
studies and audits SSA, having a continuing
onsite presence at SSA for this purpose. Spe-
cial studies are conducted from time to time
by the other congressional support agencies,
the Congressional Budget Office, the Congres-
sional Research Service, and the Office of Tech-
nology Assessment. But GAO’s detailed au-
dits, with the benefit of immediate access to
SSA operations, are particularly essential,
since none of the other congressional support
agencies can mount the resources to study SSA
at the same level of detail; nor do they have
the inside access that GAO has, so that they
are largely dependent on SSA spokesmen for
some kinds of information.

However, even the GAO audits have some-
times not been sufficient to make Congress

aware of basic, deep-seated problems with
effects that are persistent, cumulative, and
relentlessly destructive. The tightly focused,
highly detailed nature of GAO reports, which
allows them to answer congressional questions
with pRecision, may at times prevent them
from revealing larger patterns of management
weakness. GAO reports are also focused pri-
marily on the question of whether existing leg-
islation and policy guidelines have been fol-
lowed, rather than raising questions about
whether they are appropriate for achieving
desired objectives.

GAO is, however, currently carrying out a
major management review of SSA, one of a
series of GAO reviews of management of Fed-
eral agencies undertaken to support implemen-
tation of the recommendations of the Grace
Commission. These management reviews are
broader than traditional GAO audits and rep-
resent a new initiative, begun in 1982, to re-
view the overall management of Federal de-
partments or agencies in terms of effectiveness
in achieving their missions. Recognizing that
good management is essential to achieving pol-
icy objectives, the GAO management reviews
are intended to demonstrate that:

Past insufficient attention to management
has led to chronic, unresolved problems in pro-
gram delivery and administrative manage-
ment, including financial and information
resources management; (and) inadequate man-
agement structures or systems have often led
to crisis management or darnage control rather
than real progress.4

All congressional oversight is ultimately de-
pendent on information made available to it
by Federal officials. As noted repeatedly at
points in this report, agency officials are often
unwilling or unable to call attention to emerg-
ing problems, or are required to shape their
estimates of resource needs to fit the direction
of Administration policy and priorities.

‘From a description supplied to OTA by the General
Accounting (Mice [GAO), June 1986. GAO management reports
have been issued on the Departments of Housing and Urban
Development, Labor, and Justice, and on the Defense Logis-
tics Agency; others are being completed on the Department of
Transportation and SSA, and are underway at a number of other
agencies.
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GAO AUDITS OF THE SMP EFFORT

management.

GAO also identified as indicator-s of serious
problems:

● a 15 percent attrition rate in systems per-
sonnel in 1980 to 1981,”

‘ I J.S.  (’ongmss, ( ~ener-a]  :lc(ol]ntin~  offic’(~, .$~I]J  jng Soc’]ul

Securit.}r  Computer Problen].q: Comprehensi\t> Correc(i\’e.4  c
tion Planned and Better Alana~remenr ,Veeded.  r[~port  of the [ J.S.
(’ontroller-(;eneral,  111?1)-$+2-19. I)ec, 10, 19H1

(’l)mmisslon[~r  NlcStecn  told  the I{ouw  Appropriate ions
( ‘onlmitt[~e  in ] 9H5 that  t h(, norn~al  attrition rat t is 4 to 6 per-
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● the low level of skills of systems person-
nel, and

● 45 recorded acts of sabotage or vandal-
ism between February 1977 and Febru-
ary 1981.

From 1982 to the present, GAO reports have
emphasized errors caused by ADP systems,
poor field office management, and poor con-
tracting procedures in purchase of telecommu-
nications and ADP equipment; and were in-
creasingly critical of SSA planning for systems
modernization. 8 GAO found that SSA was
. . . — —
{continued from previous page)

cent. However, the average annual turnover rate for full-time
permanent General Schedule employees in nondefense Federal
agencies in 1984 was 11.8 percent (U.S. Congress, Congressional
Budget Office, Employee Turnover in the Federal Government,
special study, February 1986, table 1).

%ee GAO reports: Social Security Fieki Office Management
Can Be improved and M*”ons Can Be Saved AnnU&y Through
Increased Productivity, HRD-82-47, Mar. 19, 1982; Complete
and Accurate Information Needed in Social Security’s Auto-
mated Name and Number Fdes, HRD-82-18, Apr. 28, 1982; Ex-
amination of the Scw.ial  -“ty Admi.m”stration  Systems Mod-
erm”zation  Plan, HRD-82-83, May 28, 1982; Social Security
Administration’s Data Communication Contracts With Para-
dyne Corporation Demonstrate the Need for Improved Man-
a~ment  Controls, IMTEC-84-15, July 9, 1984; Ad&”tionai In-
formation on the Social  Secudy  Ati”stration Management
of Data Communication Contracts With Para&”ne Corporation,
IMTEC-84-83,  Aug. 27, 1984; Review of Two Proposed Auto-
matic Data Processing Procurements by the Socitd Security
Adm”m”stration,  IMTEC-85-7, Apr. 10, 1985; Social Security

underestimating the magnitude of corrective
actions necessary in software improvement
and data validation.

SSA estimated that 65 to 70 percent of the
12 million lines of code then in use could con-
tinue to be utilized, but had done no studies
to validate this estimate. The System Modern-
ization Plan calls for data verification and file
cleanup to be done within 3 years; GAO doubted
whether this could be accomplished.

In spite of these problems, GAO concluded
in early 1982 assessments that SMP is a defi-
nite turnaround step in the right direction, and
gave it a strong green light. More recent critical
reviews of the SMP by GAO indicate that SSA
has been able to solve many of its hardware
problems, but that in the areas of software and
databases serious deficiencies remain.g

Adm”m”stration Progress in Modernizing Its Computer Oper-
ations, IMTEC-85-15, Aug. 30, 1985; SSA Computer Systems
Modernization Effort May Not Achieve Planned Objectives,
IMTEC 85-16, Sept. 30, 1985; Income Security: Selected Dis-
abih”ty Payments, HRD-86-47FS, December 1985; Issues  Re-
lating to Agency Field Offi”ces, HRD-86-71BR, March 1986; Cur-
rent Stat us of the Federal-State Arrangement ts for
Adrm”ru”stering  Social Security’s Diability  Programs, HRD 85-
71, Sept. 30, 1986.

‘U. S. Congress, General Accounting Office, SociaJ  Security
Adrni”ru”stration  Progress in Modernizing Its Computer Oper-
ations, IMTEC-85-15, Aug. 30, 1985.

CONGRESSIONAL HEARINGS

1981-82 Hearings: How Accurately been “alerted to the magnitude of the systems
Was Congress Informed? problem by the earlier testimony of three

former SSA commissioners, ”
In May 1981, the House Ways and Means’

summed up in
a report prepared for subcommittee use by the

Subcommi ttee on Social Security and Subcom- staff.11
mittee on Oversight jointly held hearingsl” to --
“begin identifying some of the problems that In September 1981 the House Committee on
are facing the SSA in the management of its Government Operations also heard from Com-
ADP Systems. ” They heard newly appointed missioner Svahn, and others.12 In these and
Commissioner John A. Svahn talk about what
Chairman Rangel called SSA’S “state of cri- 1 lu s Con=eSS, The soci~ Security Ad~”nistrations Data

sis. ” The Subcommittee on Social Security had Processing System Crisis, a report prepared by the staff of the
Subcommittee on Social Security of the House Ways and Means
Committee, 97th Cong., 1st sess., May 22, 198i.

1°U.S. Congress, Automated Data Processing Systems, 1 2U s ConWegg , vja~~.ty of tjhe Social Security Ad~”m”stra-

Hearing Before the Subcommittee on Social Security and the
. .

tion Computer Systems, Hearing Before a Subcommittee of
Subcommittee on Oversight, House Committee on Ways and the House Committee on Government Operations, Sept. 23,
Means, 97th Cong., 1st sess., May 22, 1981. 1981, 97th Cong., 1st sess.; this was the Brooks Committee.
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other hearings Svahn presented a dark picture
of an agency in real danger of collapse. Long
lists of delays, backlogs, and critical problem
areas were presented, and appeared again in
SSA’S 1982 SMP.

There was no way for the congressional com-
mittees to challenge these statements and
figures presented in support of SSA’S plan to
salvage its operations with a 5-year systems
development effort. Indeed there was little rea-
son for them to do so, since both critics and
supporters of SSA agreed that the situation
was bleak.

Yet there was tension and resentment within
SSA, between Commissioner Svahn and his
aides and consultants, who put together the
testimony and the 1982 SMP, and the long-
time SSA managers who had been struggling
to cope with the problems and to keep checks
coming out on time. The latter resented hav-
ing their performance pictured so unfavorably.
Five years later, with Mr. Svahn gone, many
of these managers heatedly dispute the figures
used in 1981 to 1982 to measure error rates,
lost time, backlogs, and vulnerability to secu-
rity violations and disruption of procedures.

If these performance or quality measures are
in dispute, however, then SSA’S own measures
of improvement and progress since 1981 also
can be disputed. It is reasonably clear that
some of the ways of measuring or counting er-
rors and time expended have changed. Possi-
bly these changes are necessary because of the
changed systems, but SSA is not careful to
point this out to its oversight committees.

These contradictions are not important now
except to illustrate the general possibility that
congressional oversight can be misled by in-
formation presented by organizations in sup-
port of or in defense of their actions or of ex-
ecutive branch policies and directives. This
problem has always existed. It is made worse
by advanced information technologies that
make performance data more difficult for the
layman to grasp or to question. Evaluation of
agency decisions related to design, procure-
ment, and management of systems requires
more highly technical knowledge. Measures of

progress, or of risk, are more diverse, less ob-
vious, and less accessible when they are hid-
den in mammoth databases. The temptation
to selectively pick and present such measures
is stronger as the resources needed for (or al-
ready sunk in) systems become greater. The
flow of work and the definition of discrete
tasks or operations changes as the technology
changes, so that it is difficult to compare per-
formance at different periods. Thus, even an
onsite auditing capability, such as GAO has,
may be frustrated by the difficulty of defin-
ing and tracking real progress.

Hearings Since 1982: How Well Did
SSA Report to Congress?

There have been six major sets of congres-
sional hearings relevant to SSA information
systems since 1982.13 The 1983 and 1985
House Appropriation Hearings, and Hearings
Before the Senate Special Committee on Aging
in 1983, were especially important.

In the 1983 Appropriations Hearings, the
focus was on future solvency, the impact of
budget cuts on SSA activities, and SSA Com-
missioner Svahn’s presentation of the SMP.
The Committee members were, in general, in
favor of SMP and ready to provide funds to
carry it out.

The hearings before the Senate Special Com-
mittee on the Aging in 198314 built on a so-
phisticated, critical staff background report
combining analysis of external events affect-
ing SSA and internal management actions.

lsHemings Before the House Committee On Appropriations,
Subcommittee on Labor, HHS, Education, and Related Agen-
cies, 97th Cong., Mar. 9, 1982; Hearings Before the Senate Com-
mittee on Appropriations, Subcommittee on Labor, HHS, Edu-
cation, and Related Agencies, 97th Cong., Mar. 10, 1982;
Hearings Before the Special Committee on Aging, U.S. Senate,
98th Cong., Nov. 29, 1983; Hearings Before the House Com-
mittee on Appropriations, 99th Cong., 1985; Hearings Before
the House Committee on Ways and Means, Subcommittee on
Social Security, 99th Cong., Apr. 3 and 11, 1985.

“U.S. Congress, Socitd Security: How Well Is It Serving the
Public? Hearing Before the Special Committee on Aging, Sen-
ate, 98th Cong., 1st sess., Nov. 29, 1983.
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Several areas were cited in which management
problems had exacerbated systems problems:

staff cutbacks of 5,000 positions between
1977 and 1984, and internal promotion
and retraining practices that lowered the
overall quality of personnel;
measures of work performance that re-
warded initial claims processing and data
collection but not quality of service to ben-
eficiaries;
complexity of instructions and forms that
the staff had to use
newly aggressive enforcement of debt col-
lection and disability redetermination,
which added to the workload just when
the staff was being reduced; and
three internal reorganizations since 1975,
with no visible benefit.

The message of the Committee to SSA was
that Congress would measure SMP’S success
not in terms of its technical sophistication but
in terms of its improvement of services to ben-
eficiaries. The committee staff report also ques-
tioned the “marginal strategy” of seeking to
preserve most of the existing software instead
of developing new software.

The 1985 House Appropriations Hearings,
after Commissioner Svahn’s departure, gave
Acting Commissioner Martha McSteen the op-
portunity to announce her management goals
and also to announce the first improvements
in service delivery as a result of SMP. She
pointed to a number of improvements in proc-
essing time and reductions of backlogs be-
tween 1982 and 1985.

The SMP had been projected, in 1982, to cost
$449 million over 5 years. In 1985, only $101
million had been spent, although the 1982 SMP
had projected that $293 million (61 percent of
the total) would be expended by that time. The
total projected cost, however, had risen to $863
million, so that less than 18 percent had been
expended.

‘“An SSA office in San Francisco was said to have received
an average of 28 pages of instructions per day in the fall of 1980,
which tests showed would require 17 years of education to under-
stand, as compared to 11 -years  for the W’al) Street  Journal.

SSA then requested an additional $125 mil-
lion as a reserve fund in 1986 because of the
unanticipated costs related to automation and
the implementation of the Disability Benefits
Reform Act of 1984. However, Commissioner
McSteen pointed out that these costs did not
reflect badly on SMP progress; SSA was re-
questing 2,308 fewer work-years for 1986, as
a result of “automation improvements and pr~
cedural changes. ”

Many Congressmen appeared less interested
in these measures of progress than in the star-
tling discussion in the Washington Post (Feb.
19, 1985) of alleged plans to close 200 SSA dis-
trict offices and reduce the work force by nearly
a quarter (17,000 positions). It was feared that
this would, for constituents, decrease both ac-
cess to SSA service representatives and the
quality of the services provided. The Commis-
sioner responded that this reduction would be
made possible largely by systems moderniza-
tion, i.e., automation. She argued that it could
be done without degrading service delivery and
largely without firing workers, since the nor-
mal attrition rate of 5 to 6 percent would ac-
count for about 4,000 workers each year, and
5,000 part-time workers would be dismissed.
Other displaced workers were to be retrained
and relocated. She added however that an “im-
balance of staff” would be SSA’S greatest prob-
lem, i.e., matching people to the right job.
Normal attrition is of course unlikely to oc-
cur selectively in just the jobs that are being
eliminated by automation, but Commissioner
McSteen did not offer any estimates of the
amount of relocation and/or retraining that
would be necessary if SSA relied on attrition.

Questioning of Commissioner McSteen re-
vealed that OMB had originally demanded a
reduction of 19,000; SSA had negotiated this
down to a goal of 17,000 SSA workers by 1990.
Some Congressmen were incredulous; some
protested the absence of any SSA studies of
the potential effects on clients of the proposed
closings and reductions. Congressman Natcher
asked:

Don’t you know as well as 1 do, that this is
not going to work?. . . last year. , . we added
the $60 million to maintain a staffing level at



the 1984 level We were very specific in the
report. Tell us again, if you will, Mrs. McSteen,
why your current plans me to support 2,180
fewer employees than the Congress directed
for the current fiscal year. 16

Congress had authorized 80,253 full-time
equivalent (FTE) positions for the agency in
both fiscal years 1984 and 1985. At the end
of fiscal year 1984, SSA actually had only
79,951 FTEs, and at the end of fiscal year 1985,
it had 78,038, about 3 percent under the au-
thorization. The President’s fiscal year 1987
request cal!.s for 73,270 FTEs, or a reduction
of 6,681 (8 percent) over 3 years. A con-
tinued reduction of 3 percent per fiscal year
would mean about 13,000 fewer jobs in fiscal
year 1990 than in fiscal year 1984. The goal
of 17,000 fewer jobs could be reached in fiscal
year 1992 at the present rate of shrinkage.

Despite the Washing-ton Post story that dis-
turbed Congressmen, it is not clear that OMB
directly ordered SSA to close 200 field offices.
The original proposal was reportedly to close
arly offices with fewer than 25 employees (a
large proportion of the field offices), and SSA
gave Regional Administrators the power to
close offices within those criteria, without fur-
ther authorization. GAO reported in March
1986 that 228 reviews of field offices had been
conducted by .SSA in the past year, but no
offices had been closed as a result, and it was
‘‘unlikely that many offices will be closed when
the reviews of all offices are completed by De-
cember 1987. GAO noted that the effect of
the Emergency Deficit Reduction and Bal-
anced Budget Act of 1985 could change that
forecast. It is possible that SSA could be un-
able to keep some offices staffed. Because of
the Gramm-Rudman-Hollings Act, SSA is now
under tight restrictions on both hiring and in-
ternal personnel transfers, ’x so that offices
that lose staff through attrition may not be
restaffed,

“ 1985  Appropriation\ Hearings, p. 915 (9ee no(d 13J.
‘- Numtwrs  supplied bj congressional committee staff.
1“Staff  memo of Feb. 13. 1986,  from Dr. Otis Howen,  Secre-

tary of HHS,  to Heacis of operating Divisions. etc.; and staff
memo of Feb. 16, 19/36, fr{)m  .S,SA  Acting L)eputv  Commissioner
for Management and Assessment to other SS,4 I)eputy, Asso-
ciate. and Regional (’commissioners,

In the 1985 Appropriation Hearings, the
committee members generally had praise for
the social security program, and for Commis-
sioner McSteen as a manager. The~’ hoped that
the SMP would improve SSA operations. On
the other hand the Brooks Committee was now
highly critical of SMP because it emphasizes
hardware problems and appears less satis-
factory in addressing software problems. All
of the oversight committees have raised seri-
ous questions as to whether the efficiency and
rationalization promised by SMP will also
bring about a reduction in service, especially
in rural areas, or a reduction in face-to-face in-
teractions between SSA employees and clien-
tele. Many are highly critical of OMB policies.
In particular, OMB policy makes it difficult
to spend money on training and retraining,
which is much needed at SSA.

From 1983 to 1986, the acting commissioner
was a long-time career employee and former
regional commissioner who had a high level
of approval within SSA and in Congress. In
March 1986 a new commissioner was named,
who was until then a Deputy Secretary of HHS
but is a newcomer to SSA. Based on OTA inter-
veiws, there were indications of foreboding and
dismay in SSA, its union, and its oversight
groups at the prospect of further policy shifts
or internal reorganizations.19

For about two decades, and especially since
the SS1 crisis of 1973, many people in Congress
have been disturbed by the apparent misesti-
mates of the adequacy of SSA resources to
carry out congressional mandates for changes
in social security benefits, procedures, or pro-
grams. There is continuing and recently re-
newed uncertainty as to whether these mis-
estimates result from failure by SSA officials
to estimate realistically, or the failure to com-
municate these needs to Congress in a way that
is clear and credible, or from conflicting pres-
sures and directives imposed on SSA by its

——.——
“’I+’or  example, Rep. Rol’bal. Chairman of the House Select

(’ommitt,ee  on .4ging,  issued a press release warning that “n~an-
agement of such an import ant agency should be more stable,
and that ‘‘from a public policy’  standpoint it would be pr~fera-
ble that, the agenc~”s chief administrator have at least a fev
?Tt,ars  of hands-on experience.
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multiple congressional oversight committees, policies such as budget reduction. In regard
or from constraints placed on SSA in regard to SMP each of these factors appears to have
to its communications with Congress by DHHS operated at different times; the latter may be
and OMB, in the interest of Administration of increasing importance at present.

EXECUTIVE BRANCH REVIEWS

SSA’S representations to the Administration
as well as its communications with Congress
must go through its parent agency, the Depart-
ment of Health and Human Services, which
has many components and programs to defend.
The budget examiners within OMB—who act
as the President controller, closely involved
in developing the budget, controlling the
money flow, and monitoring expenditures—
thus play a powerful role in relation to SSA.
DHHS itself of course must review and ap-
prove many SSA actions, such as major pro-
curement plans and personnel actions; al-
though the force with which this supervision
is exercised varies over time. Anew oversight
mechanism, the Inspectors General, also pro-
vides monitoring and oversight for Federal
agencies, including SSA.

Inspector General Reports

Congress created, in 1978, a new position or
institution, “Inspectors General, ” to aid in the
oversight process. zo Inspectors General, in
every major agency, are especially concerned
with seeing that funds appropriated by Con-
gress are properly used; they report both to
Congress and to the agency.

In the Department of Health and Human
Services, the Assistant Inspector General for

20The first Inspector General (IG) post was created by stat-
ute in HEW in 1976. IG posts were created in 1978 first for
the Department of Energy and then for 12 other major depart-
ments and agencies. The Department of Defense was added to
the list in 1982. Nonstatutory IGs had existed earlier in the
Department of Housing and Urban Development, in NASA,
and in DOD. IGs can initiate audits and investigations of sus-
pected fraud, abuse, or management deficiencies. Reporting both
to Department heads and to Congress, they can also bypass
department or agency counsels and take problems directly to
the Criminal Division of the Department of Justice. John D.
Young, “Reflections on the Root Causes of Fraud, Abuse, and
Waste in Federal Social Programs, Public Adm.im”stration  Re-
VieW,  July/August 1983, p,366.

Audit, Felix J. Majka, conducted a review of
the Claims Modernization Project from late
1983 through May 1984, and found numerous
deficiencies. The DHHS Inspector General,
Richard Kusserow, issued a report on Janu-
ary 30, 1985, calling attention to problems with
the

●

●

●

Claims Modernization Project of SMP:

a formalized planning process was not
completed, the scope of the project was
not clearly defined, and interfaces with
other systems had not been defined (as of
May 1984).
adequate minimal standards were not in
place to guide the systems development
process; the most critically needed stand-
ards were data definition, documentation,
and planning; and
although much has been done to identify
potential control weaknesses in claims
processing, SSA did not yet have a for-
mal methodology for identifying new sys-
tem vulnerabilities and implementing
controls. 21

In the same report-memorandum, however,
the Inspector General noted that:

Our recommendations were generally con-
curred with by SSA and have either been im-
plemented or are in the process of being im-
plemented.

Another report horn the Inspector General
the following month criticized SSA’S admin-
istration of a contract with a software vendor
for obtaining “modern automated software
tools, ” and said that the software tools in-
stalled (for $24 1,916) did not filly meet the re-

21U.S. Department of Health and Human Services, Office of
Inspector General, Memorandum to Martha A. McSteen,  Act-
ing Commissioner for Social Security, “Audit Report-SSA’s
Redesign of the Claims Processing System Under the Systems
Modernization Plan (SMP), ” ACN 15-52654, Jan. 30, 1985.
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quirements defined by SSA, did not improve
operational programs, and were no longer be-
ing used.22 The effort of the vendor to convert
and improve 150,000 lines of COBOL code (at
the cost of $150,000) was also unsatisfactory.

Again in June 1985, the Inspector General
criticized SSA for wasting over $1 million in
the procurement of useless software.23 Kus-
serow criticized contractors for delivering proci-
ucts late and untested, the GSA for faulty over-
sight, and SSA for hasty preparation and poor
quality of the specifications and for poor
project management. He pointed to the Claims
Automated Processing System upgrade, say-
ing that software purchased from a vendor was
unusable. A similar result occurred with an up-
grade of the Manual Adjustment Credit and
Award Process (MADCAP), and the conver-
sion of earnings program software. Assistant
Inspector General Majka told OTA in mid-
1986 that because software development “is
the most difficult systems area with the most
failures, and because it receives relatively less
focused attention from congressional oversight
authorities than does hardware development,
his office “will continue to concentrate our
SMP reviews on software. ”24

OMB Directives

OMB’S role with regard to SSA has been ex-
ercised chiefly through its budgetary func-
tions, i.e., efforts to constrain and reduce the
agency’s work force, rather than through di-
rect monitoring of systems modernization or
information technology management.
——--——

~2U. S. Department of Health and Human Services, Office of
Inspector General, Memorandum to Martha A. McSteen,  Act-
ing Commissioner of Social Security, “Audit Report—SSA’s
Use of a Contractor To Improve Software, ” ACN 15-52649, Feb.
6, 1985.

‘W.S.  Department of Health and Human Services, Office of
Inspector General, Memorandum to Martha A. McSteen,  Act-
ing Commissioner of Social Security, “Audit  Report—SSA
Needs To Redirect Its Software Improvement Efforts, ” ACN
15-51662, June 13, 1985.

“Letter from Assistant Inspector General Majka to OTA
project director, June 24, 1986.

The Paperwork Reduction Act of 1980 (Pub-
lic Law 96-511) promulgated the concept of
information resources management, or inte-
grated management of all basic information-
handling activities and functions within an
agency. It charged OMB, assisted by GSA,
with periodically reviewing information re-
sources management by each agency (in prac-
tice, OMB delegates this task to GSA). OMB
is to provide guidance on all matters of bud-
get allocation and procurement for informa-
tion technology, through its Office of Infor-
mation and Regulatory Affairs (OIRA). This
office has not, however, played a strong role
in review or guidance. It was not reauthorized
in 1983, but has continued to exist within
OMB. Representative Jack Brooks, now Chair-
man of the House Government Operations
Committee, in March 1986 asked the House
Appropriations Committee to refuse funding
for OIRA because it has “concentrated its ef-
forts on the President regulatory reform pro-
gram rather than the functions assigned to it
under the (Paperwork Reduction) Act. ‘ZS

OMB’S Office of Federal Procurement Policy
also has played only a minor role.

Major OMB budgetary initiatives with re-
gard to SSA, some of which have been noted
throughout this report, are summarized here:

●

●

●

efforts to reduce disability roles by severe
enforcement of the Disability Amend-
ments of 1980;
insistence on reducing the debt carried by
SSA due to overpayments or erroneous
payments; and
staff reduction demands, originally a re-
duction of 19,000 in 3 years,- negotiated
downward to 17,000 in 6 years, and pres-
sure for closing some district and branch
offices.

~5According  to news reports; see “Brooks  Slams OIRA for
Not Doing Its Job, ” Government Computer News, Mar. 28,
1986, p. 5.
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Glossary of Technical, Institutional, and
Legislative Terms Used in This Reportl

A-76: An OMB Circular that directs Federal agen-
cies to privatize, or contract out, government
operations under some circumstances (see ch. 3).

ADP: Automated data processing; see information
technology.

AFDC: Aid to Families with Dependent Children;
a program first established by the Social Secu-
rity Act of 1935, that provides matching grants
to States for financial assistance to dependent
children in families in need because of the inca-
pacity, death, continued absence, or unemploy-
ment of a parent. Administered by SSA.

AFGE: American Federation of Government Em-
ployees (AFL-CIO), the union which represents
many SSA employees (see chs. 3 and 5).

Artificial intelligence, or AI: A field of research con-
cerned with giving computers some human men-
tal capabilities, such as “understanding” speech
and visual images, choosing among options, etc.
Expert systems are an early commercial appli-
cation of a rudimentary version of such capabil-
ities already in use (see ch. 4).

Black Lung Program: A Federal program adminis-
tered by SSA that provides monthly cash bene-
fits to miners (and their dependents or survivors)
disabled by pneumoconiosis caused by occupa-
tional exposure.

Brooks Act: Public Law 89-306, passed in 1965,
which regulates Federal information technology
procurements to assure that they are competi-
tive (see chs. 5 and 8),

Brooks Committee: An informal name often used
for the House Committee on Government Oper-
ations, which oversees implementation of the
Brooks Act (see above); chaired by Representa-
tive Jack Brooks of Texas (see chs. 6 and 8).

COBOL: Common Business-Oriented Language; a
computer language used by SSA (see ch. 2).

COLA: (Automatic) cost-of-living adjustments in
social security benefits, to compensate for infla-
tion; first legislated in 1972.

Competition in Contracting Act, 1984: Strengthens
the “Brooks Act” (see above) governing Federal
procurements of information technology; pro-
vides an appeals process for losing bidders to as-
sure that competition has been fair.

Computer-matching: A process by which Federal
agencies (including SSA) electronically check

‘References to chapters identify the primary or most full discussion
of the subject matter, not necessarily the first use of the term or phrase.

data that they have collected against data col-
lected by other Federal or State agencies, to iden-
tify overlaps. This allows SSA to determine, for
example, whether beneficiaries are receiving pay-
ments under more than one assistance program.

CMP: Claims Modernization Project, part of the
Systems Modernization Plan, designed to auto-
mate the filing of social security benefits claims
in SSA’S field offices (see ch. 2).

Data dictionary: A comprehensive set of definitions
of the data elements that are in a database, con-
trolling the form they are given and the terms
used to call them out of the computer’s memory
(see ch. 2).

Database architecture: The plan or framework defin-
ing the structure of an information-handling sys-
tem, the software and hardware used, and the
relationships between them (see ch, 2).

Database integration: The systematic combination
of all sets of data or information used by an orga-
nization, so that they can be accessed, through
the use of common terms, by many users and
systems (see ch. 2).

DDS: Disability Determination Services; States
carry out the determination of disability of ap-
plicants for Disability Insurance. OMB has pro-
posed that these services be privatized (see ch. 3).

Debt Collection Act, 1982: Financial management
legislation that led to withholding all social secu-
rity payments from beneficiaries who had re-
ceived overpayments (see ch. 3).

DHHS: The U.S. Department of Health and Hu-
man Services, of which SSA is a part; formerly
the U.S. Department of Health, Education, and
Welfare (HEW).

EDP: Electronic data processing; see ADP and in-
formation technology,

Fourth-generation languages: Advanced computer
languages that use “everyday” (English) vocabu-
lary and syntax, and are useful particularly for
administrative and management information
systems not used by computer specialists (see
ch. 4).

GAO: General Accounting Office; a congressional
agency that monitors and audits government
programs and operations and makes recommend-
ations for improving their effectiveness and
efficiency (see ch. 8).

Grace Commission: The President’s Private Sector
Survey on Cost Control in the Executive Branch
of the Federal Government, established in 1982

147



148

(Executive Order 12369), consisting of 161 high-
level industry executives and chaired by J. Peter
Grace; some Administration policies such as
those aimed at Federal work force reduction, are
derived in part from recommendations of this
commission or task force (see ch. 3).

GSA: General Services Administration; the execu-
tive branch agency that monitors and manages
government procurements, including procure-
ment of computer systems (see chs. 5 and 8).

Independent agency: An agency that is not part of
the Executive Office or a Cabinet-level depart-
ment; such agencies, usually regulatory in na-
ture, report to both Congress and the President
and their heads do not serve at the will of the
President but have fixed terms of office; the Fed-
eral Trade Commission and the Federal Commu-
nications Commission are examples. It has been
proposed that SSA become an independent
agency (House of Representatives Bill 5050) (see
ch. 3).

Information technology: Computers, telecommuni-
cations, and electronic databases; other techno-
logical devices or systems used for automated
data handling.

Inspector(s) General: A post created by Congress
in 1978 for all major Federal departments; In-
spectors General carry out audits, investigate
fraud, and generally aid the oversight process;
they report both to the department head and to
Congress, and can carry a charge of wrongdoing
directly to the Department of Justice.

IRS: U.S. Internal Revenue Service, which issues
the benefits checks authorized by SSA.

MADAM: Master Data Access Method, a software
program developed, used, and maintained by
SSA for extracting data from its many data-
bases (see ch. 2).

Management information systems: Software/hard-
ware systems and databases used for administr-
ative and management purposes rather than pri-
mary daily service operations or research (see
chs. 2 and 4).

Medicaid: A program established by the Social
Security Act, Title XIX, that provides match-
ing funds to participating States (now all but Ar-
izona) which provide for the cost of medical care
and services to low-income persons through di-
rect payments to care providers. See Medicare.

Medicare: Established by the Social Security
Amendments of 1965; the contributory Medicare
program includes compulsory hospitalization in-
surance and voluntary supplementary medical
insurance to persons 65 or over (and since 1972

amendments, to certain severely disabled per-
sons under 65). Administered by SSA.

OASDI: Old-Age, Survivors, and Disability Insur-
ance, popularly referred to as social security; pro-
vides monthly cash benefits to replace income
lost by retirement, disablement, or death of a
worker. Covered employees (nearly 95 percent
of American workers) pay social security taxes
on their earnings; these are supplemented by em-
ployer taxes to finance benefits. Established in
1935.

OCR: Optical character recognition, or optical scan-
ning; a technology that allows paper-based data
to be read and stored by a computer without be-
ing rekey boarded (see ch. 4),

OMB: Office of Management and Budget; part of
the Executive Office of the President (see chs.
3 and 8).

Optical disks: A new technology for storing data,
using lasers to write on disks, and offering orders
of magnitude more density, or storage capacity,
than magnetic disks used in most computer sys-
tems today (see ch. 4).

Oversight: The exercise of congressional power to
monitor and investigate the performance of ex-
ecutive branch agencies in carrying out laws and
expending public monies. Oversight is performed
by designated congressional committees, through
hearings and through studies and audits by con-
gressional support agencies (see ch. 8).

Paradyne: The 1979 to 1981 Paradyne procurement
of terminals (supplied by the Paradyne Corp.)
was to replace the aging SSADARS equipment
(see below) that provided data communication
between SSA field offices and headquarters. The
procurement was highly controversial, and fi-
nally resulted in indictment of some SSA offi-
cials (see ch. ‘7).

PCIE: The President’s Commission on Integrity
and Efficiency, established in 1980, to advise
President Reagan on improving government fi-
nancial management (see ch. 3),

Privatization: The policy of contracting-out tradi-
tional government services and operations to be
performed by private sector organizations (see
ch. 3).

Relational databases: Ways of organizing large
amounts of data that allow great flexibility in the
ways of asking for information; they use fourth-
generation computer languages (see above), and
make it easy for those not highly trained in in-
formation sciences to use a database (see ch. 4).

SMP: The Systems Modernization Plan, first an-
nounced in 1982, for thoroughly improving or
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replacing SSA’S information technology systems
(see chs. 2 and 7).

Software engineering: A set of techniques, tools, and
standards for use in software development and
testing; a software engineering program is a ma-
jor component of the SMP (see ch. 2).

Social Security Act, 1935: established the Social
Security Administration, then an independent
agency (see ch. 5).

Social Security Disability Amendments Act, 1980:
Public Law 96-265, a law for purposes of Fed-
eral debt collection and financial management,
requiring a review of the status of nonperma-
nently disabled recipients of benefits, which re-
sulted in the dropping of many recipients from
the SS1 rolls (see ch. 3).

SSA: Social Security Administration; now a com-
ponent of the U.S. Department of Health and
Human Services (see ch. 5).

SSADARS: SSA Data Acquisition and Response
System, a telecommunication system instituted
in 1972 to provide interactive communication be-
tween headquarters computer operations and
data technicians in field offices (see chs. 2 and 6).

SS1: Supplemental Security Income; one of SSA’S
major programs; it provides monthly cash ben-
efits to aged, blind, or disabled persons whose
other income is less than a specified amount
($4,032 in 1986). SSI was established in 1972 to
replace categorical State assistance programs
(see ch. 6).

Supercomputers: A term often used for the most
powerful computers available at any one time,
generally used first for scientific research. While
today’s computers use sequential processing, the
next generation of supercomputers will probably
use parallel processing (see ch. 4).

Title II benefits: Retirement and disability monthly
cash benefits.

Unemployment insurance: State programs, under
Federal standards, to provide benefits to those
involuntarily unemployed but able and willing
to work. The Social Security Act provides tax
offsets and grants to induce States to maintain
these programs. Administered by the States.


