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CHAPTER II

THE SOCIAL SECURITY ADM NI STRATION: I TS M SSION,

CHALLENGES AND PROBLEMS

| NTRODUCTI ON

In the course of its study, the Panel was inpressed by SSA's unique
m ssion and by its acconplishments, under often adverse circunmstances. At the
sane tine, the Panel received evidence of serious and w despread probl ens
affecting SSA's ability to fulfill its mission, serve its clientele, and
operate efficiently and effectively. In addition to testinony from witnesses,
the Panel had access to numerous official and sem -official evaluations of
SSA's operations conducted by the GAQ the President's Private Sector Survey
on Cost Control (the Grace Conmission), the Congress (in oversight hearings)
and private contractors. Based on these assessments the Panel concludes that
the correction of mﬁdesbread operational problenms and planning for the future
constitute major managerial challenges for the social security agency, whether
it is made independent of DHHS or renmins inside the departnent.

SSA's network of field offices is an inportant contact point with the
Federal government for a large and growing share of the popul ation. Except
possibly for the Internal Revenue Service (IRS), no other Federal agency
touches so many people or has so direct and profound an effect on their daily
lives. Accuracy and reliability of payments, responsiveness to public
inquiries, and the accessibility of local offices all can vitally affect the
wel | -being of the public and influence its perception not just of SSA but of

the governnent as a whole
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Whil e sone contacts in SSA field offices are routine, many are highly

significant and fraught with enotion--applications for survivors or disability

benefits,

for exanple. Even those that are routine are often tine-consum ng

and conplex and add to the stress and high activity level generally found in

social security offices. At any given nonent the waiting room may include:

(o]

a retiring household worker who is there to apply for her socia
security benefits and for SSI as well as for Medicare (and to have
Medi caid and Food Stanps explained to her for possible referral to
the local welfare office),

an unenpl oyed 62-year-old who has cone to apply for retirenent
benefits but is concerned about how the "work test** would affect
those benefits if he should get a part-tinme job,

a disabled beneficiary called in for a continuing disability review,
a frazzled nother with raucous youngsters trying to acquire Socia
Security Account Nunbers in order to establish bank accounts for

t hem

an uneducated itinerant called in for an annual redeterm nation of
his SSI eligibility,

an elderly wi dow whose nonthly benefit check did not arrive on time
and who fears that it may have been stolen from her mail box,

a bewi | dered octogenarian with a spate of medical bills who needs
help in filing for-Medicare reinbursenent,

an irate beneficiary who cannot understand the notice he has

received informng himthat he has been overpaid,
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0 a grieving widower who is unsure whether his deceased wife worked
| ong enough for social security coverage and whether his teenage
daughter will receive benefits.

. The agency's nission, the operational and managenent deficiencies that
have been docunented, and the challenges facing it conclusively dempbnstrate
the need for legislative action to strengthen SSA and bring it to operationa
and managenent excellence. This major challenge will require concentrated
efforts over a long period of tine fromboth the executive branch and the

Congr ess.

[, THE M SSI ON OF SSA

Sooner or later in the course of a lifetime virtually everyone deals
with SSA. To grasp the operational challenge the agency faces, one nust
appreciate the social significance and trenendous volunme and conplexity of its
wor K.

0 The issuance and proper authentication of original and replacenent
social security cards have taken on great significance with the
ever-increasing uses of the Social Security Account Number. The
nunbers are now used for enploynment and tax purposes,
identification of bank accounts and various financial transactions,
school identification, drivers |licenses, and other public and
private uses. SSA issued over 6.7 million new social security
cards last year and issued another 6.6 million duplicate or
repl acenent cards. Upgrading the issuance procedures and
mai ntaining the integrity of the account nunber systemis one of

SSA's prinmary obligations.
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SSA nust receive, process and keep up to date earnings records of
virtually everyone in the country who is enployed. This
information is used to establish eligibility for and determine the
amount of social security benefits. The wage reporting system was
changed in 1978 froma quarterly to an annual process--a nonunenta
change that was acconplished in a relatively short time. Since SSA
now processes W2 forms for both SSA and I RS purposes, its
operations in this area are also essential for verification of tax
liability. For 1983, SSA will have received and posted about 170
mllion reports of earnings for 117 million workers.

Social security benefits forma basic part of the persona

financial planning of nmost workers and their families, and Medicare
provides the underpinning for their health care in ol d-age and
disability. People of all ages seek information from SSA about how
social security and Medicare will affect them Last year, SSA
received about 40 million inquiries fromthe public throughout the
country. Over 50,000 of these were special congressional inquiries
on behal f of constituents seeking assistance.

Wil e about half the country's population are active workers whose
earnings are recorded by SSA and whose social security taxes
finance benefit payments, alnobst one of every six persons, or about
36 million people, currently receive social security benefits or
are covered by Medicare. In addition, some 3.9 mllion
beneficiaries receive nonthly SSI benefits, including 2 mllion

persons who receive no social security benefits. The prograns
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whi ch fqrn1the core of SSA's responsibilities represent critica

i ncome support to sonme 40 nillion people, and issuance of a correct
and timely paynent to each person is the agency's paranount
objective. In FY 1983, SSA received and processed over 5.5 mllion
applications for benefits and added 3.7 nillion people to the

social security benefit rolls, 1.7 mllion to the Medicare rolls,
and 0.4 mllion to the SSI rolls. In the years ahead, as the

popul ation grows and ages, these nunbers will increase

The beneficiary population is a diverse and changing group, and the
benefit provisions of SSA's prograns have becone exceedingly
conplex. Ensuring the accuracy of the nonthly paynment of each
person on the rolls constitutes one of SSA s biggest continuing
challenges. O the 36 nillion beneficiaries, 2.9 nmllion are

di sabl ed workers and their spouses, 3.6 nmillion are children, 5.1
mllion are widows and w dowers, and 24.4 nmillion are retired
workers and their spouses. Each beneficiary category has specific
entitlement and termination provisions to be tracked, and sone
provisions are applicable to all categories. Some beneficiaries
have earnings that affect their social security benefits, and SSA
has to deal with 1.2 mllion reports of beneficiary earnings every
year. SSA must keep track of renmarriages, new addresses, deaths,
and many ot her changes in order to pay proper benefits. |n 1983,
SSA processed alnmpbst 66 million such changes. Reviews of
continuing eligibility for disability benefits and for SSI benefits
normal Iy involve about 3.8 mllion annual redeterminations of

status under these prograns.
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The work of the agency is perforned by 84,000 enployees in 1,300 field
of fices, 10 regional offices, 6 Program Service Centers, and the central
office conplex in Baltinore. Wiile SSA's mission centers around issuing
account nunbers, mintaining earnings records, and making benefit payments,
the agency al so has significant staff support functions. These functions are
conpl ex and essential to SSA' s operating m ssion:

0 Programmatic support functions:

-- policy analysis and |egislative devel oprent,
- research and statistical studies,
regul ati ons devel oprent,
actuarial analysis,
-- quality control and appraisal,
-- prevention of fraud and abuse,
"~ an independent process of fair hearings and appeal s,
-~ analysis and devel opnent of systens nethods and procedures.
0 The usual admnistrative staff services such as:
-- budget fornulation and execution,
-- personnel and |abor relations,
managenent planning and anal ysis,

-- facilities and material resource managenent.

[, SSA' S OPERATI NG AND MANAGEMENT PROBLEMS
The efficient and effective delivery of public service, tinely and
accurate benefit paynments, and acconplishment of all of SSA's program and

operating responsibilities depend ultimately on the quality of the agency's
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managers and its enployees. Strong managers, dedi cated workers, and effective
procedures and tools are necessary for SSA to produce first class work.
Despite its efforts, SSA has, in the critical areas listed bel ow, been unable
to resol ve numerous operating and managenent problens or to act on
opportunities for inproved performance and productivity--often for reasons
beyond the agency's control. The result has been |abor-intensive, error-prone
operations and | ost opportunities for inproved public service.

0 Conputer System Deficiencies. Despite its large conputer

installations, many of SSA's conplex operations are basically

| abor-intensive, nmanual processes because the agency has not
adequately kept up with state-of-the-art conmputer technology. The
extent to which conputer technology is applied to SSA's workl oads
varies: generally, the vast mpjority of routine claimns
transactions are automated, but conplex transactions frequently
require substantial manual processing. Hence, a large segnent of
the workforce is engaged in manual processing of work that

|l ogically should be automated. A 1979 report from Bolt, Beranek,
and Newran, Inc., analyzed the inpact of conputer assistance on SSA
field office operations (where about 40,000 people are enpl oyed)
and identified activities that could be automated with ultimte
savi ngs of about 10,800 positions. The six Program Service Centers
across the country {which enpl oy about 15,000 people) and the

Bal ti nmore-based central records and disability operations (which
enpl oy over 11,000 people) are other |abor-intensive operations

usi ng manual processes that could be autonated.



18

Not wi t hst andi ng nunmerous studies and efforts over the past decade,
SSA has not increased automation in its manual processes at a pace
fast enough to keep ahead of growi ng workloads. In 1975

Conmmi ssioner James B. Cardwell fornmed the O fice of Advanced
Systenms (0AS) to conply with President Ford's request in 1974 that
SSA review its systenms. Inproved technol ogy was expected to offset
dependence on ever-increasing nunmbers of enployees to perform new
functions assigned to the agency. QAS proposed extensive
automation, such as conmputer ternminals on field office enployees
desks beginning in the early 1980s. However, after spending about
$17 mllion, SSA abandoned this effort in 1979. |In 1977, SSA
initiated an effort outside the OAS project to redesign some of its
systenms in order to realize substantial inprovenents in conputer
system support. On February 6, 1981, GAO reported that although
substantial effort and resources were invested in this "RSDHI
redesign project," it was largely unsuccessful. I|nadequate

pl anni ng and- nanagenent of the project and inadequate validation of

changes were the prinmary reasons for the project's failure.

In early 1982, Conm ssioner John Svahn published a Systens
Moder ni zation Plan (SMP) for overhauling SSA's systens through the
use of nodern technology. The early stages of the SMP have been
vague on when and how it will integrate SSA's prograns and
elimnate the inefficient, manual, error-prone processes that exist
due to current systens limtations. GAOs May 28, 1982, report on
the SMP pointed out that SSA continues to |lack an agency-w de

| ong-range planning process, and this could prevent the SMP from
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respondi ng adequately to future agency and program needs. Acting
Commi ssi oner Martha McSteen recently initiated efforts to remedy

SSA' s deficiencies in |ong-range planning.

The SMP is SSA's latest effort to nmobdernize its conputer systens.
Al t hough conputer hardware has been significantly upgraded under
the SMP, the greatest inprovenents in efficiency and effectiveness
from nodernization will cone from autonating |abor-intensive
processes. | nplenentation of these inprovenents will demand
skillful nmanagenent because of the substantial changes required in
SSA' s operations and the consequent trauma such changes may have

for the organization and its enployees.

Managenent | nformati on System Defi ci enci es. SSA' s nmanagenent

infornmation systens are fragmented, uncoordinated, and limted in
coverage, and they generally do not provide tinmely, accurate, and
reliable information to those individuals who can take direct
action to resolve problems. For exanple, the only systematic
neasurenent of the quality of public service consists of data on
the processing tine and accuracy of initial clains workloads.
However, these data are not statistically reliable at the

i ndividual office or enployee |evel and by thenselves go only part
way in assessing-the quality of public service. Managers in SSA's
field offices have to devel op and operate manual infornation
systens to manage wor kl oads and staff because the existing systens

do not neet their needs
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Over the past decade, SSA has inproved sone data and reports
produced for the agency's managers. Further necessary inprovenents
in managenent information systems will require inprovenents in
SSA's conputer systems. SSA's efforts to nodernize its systens
have included managenent information as a secondary priority and
have not yet been conpleted. However, Acting Conmi ssioner McSteen
has recogni zed the deficiencies in the present managenent
infornmation systens and has nade the design and inplenentation of

reliable systens one of SSA's mmjor objectives for the next 5 years.

SSA Staffing Problens. SSA's problens in hiring, training, and

retaining highly skilled technical personnel to design and instal
conmput er systens have been widely publicized. However, the agency
al so has problens with staffing in its field offices, the critica
points in the delivery of quality public service. Personnel
ceilings and the court-ordered ban on the Professional and

Adm ni strative Career Examination (PACE) for recruitnent have nade
it difficult to acquire high caliber staff for career entry jobs at
a time when the conplexity and difficulty of SSA's work are
increasing. SSA is either not conpetitive in the salary it can pay
or cannot offer career positions to good candidates. It has thus
been forced to rely primarily on internal pronotions of clerica
enpl oyees to fill its technical and professional ranks in the field
offices. Yet, according to sone office managers, the pool of

pronot abl e clerical enployees has been depl et ed.
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Over the years, SSA's work has becone nore conplex, and its need
for high quality staff has increased. |nadequate conputer system
support has increased the anount of manual work and made-the
prograns nore difficult to administer. Problems with the quality
and utility of SSA's instructions, forms, and training and with

i nadequate office space further contribute to a difficult work
environment. A Septenber 1983 report by the private consulting
firmDeloitte, Haskins, and Sells under an SMP contract pointed out
that there are "problens in devel oping and maintaining high

enpl oyee norale and proper organizational attitudes.**

Policy and Procedural Instructions Problens. The volume of new or

changed instructions often overwhelns field office personnel. Due
to continuing |egislative and court-ordered progranmati c changes,
adm ni stration of the social security prograns has becone extrenely
complex. Wiile admnistrative conplexity is an inherent feature of
| arge government programs, SSA's system for issuing instructions to
the field, designed to carry out these mandated program changes, is
di sorgani zed and confusing. As a result the field office work

envi ronnent has become needl essly conplex, and the current utility
of many changes in instructions is marginal. (Acting Conm ssioner
McSteen has nmde inprovenent of programmatic issuances one of her

princi pal long-range objectives.)

In 1978, SSA began an effort to consolidate over 200 nanuals into a

conpr ehensi ve Program Operations Manual System (POMS) in response
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to enployee conplaints that there were too many instructions from
too many sources. The Grace Conmission reported that POVS is a

| arge (some 25,000 pages over 4-feet thick) conprehensive document
with over 12,000 revisions in one year. Qperating personnel do not
have time to read and file all of the revisions and amendnents.
POMS issuances are frequently amended by bulletins which are not in

the POVS fornat and do not replace pages in POVS

In July 1977 field office enployees reported that the part of their
job they liked the |east and spent the least time on (but felt they
shoul d spend nore tine on) was keeping current with instructions.

If in fact enployees are unable to keep current on instruction
changes, there is a danger that SSA's national prograns nmay not be

uniformy admnistered

Office Space Problems. Convenient |ocation, adequate waiting

areas, privacy for interviews, and an overall businesslike office
appearance are desirable for SSA's field offices. However, SSA
nmust rely on the General Services Administration (GSA) for its

of fice space needs, and GSA' s response has been lethargic and
erratic. GSA's criteria and agenda have taken precedence over
SSA's mission and aperating needs, limting SSA's ability to
conduct its operations. Despite pressure on GSA from SSA
including the loan of SSA personnel to reduce backl ogs of space
requests, and fromthe Congress in hearings conducted in 1980 and

1981, GSA has provided nore promnises than service. |nprovenent
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in service in fiscal year 1982 was not sustained in 1983.
According to one SSA Regi onal Conm ssioner, as of February 1984 the
number of critical office space cases is increasing, and.GSA is

failing to provide even marginally acceptable service.

V. FUTURE CHALLENGES
SSA nust renmedy these operational deficiencies. Furthermore, the

agency must be ready to respond to even nore challenging future changes in

technology and a rapid growh in caseloads (the nunber of beneficiaries wll
more than doubl e over the next 50 years). Anong the nany policy and
operational issues that SSA will face, the Panel believes that three
critically affect program operations and managenent:

0 Desi gning, inplenmenting, and naintaining state-of-the-art

conput er - based operational and information support systens.

Meeting this challenge is essential to the agency's admnistrative
mssion. In addition, successful inplementation will have a mgjor
i npact on thg type and nunber of personnel the agency enploys. As
conputerization progresses, difficult issues of personne

recruitnent, training and redeploynent will face this |arge agency,
including a possible need to decentralize certain |arge operations.

0 Defini ng and achi eving an acceptable | evel of public service.

The establishnent of appropriate service levels for applicants and
beneficiaries represents a continuing challenge for SSA. How far
shoul d the aged and the disabled have to travel to reach a socia

security office? How long should they expect to wait in an office?
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How much assi stance should be provided in obtaining necessary

documents? How long should it take fromfiling of an initial claim
to receipt of the first payment? Vhat is an acceptable error rate?
What should the public reasonably expect in terns of personalized
attention from an agency that will necessarily becone nore
automated in the future? In recent years, the answers to such
guestions have been largely budget driven. For exanple, SSA
arranges for paynents to third parties who agree to act on behal f
of beneficiaries unable to nanage their own funds. Recently, due
to insufficient funding, SSA's nmonitoring programto ensure that
the payments actually are being used for the benefit of the
intended recipient has been dormant. As a result, pressures have
been brought to bear through court cases and |egislative proposals
to restore a reasonable |evel of representative payee

accountability.

In general, there appears to have been very little articulation of
what the desired levels of public service should be, and thus there
are no well-formed goals in this area. Sone wtnesses before the
Panel advocated that the social security field offices becone
*'one-stop" service centers--central locations for citizens to
receive or inquire about the range of possible services available
fromthe entire spectrum of government human servi ces prograns,

even beyond services to the elderly and disabl ed and beyond Federa
prograns. \While the concept has an intuitive appeal, creating such

a one-stop service network would be conplicated and expensive.
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The Grace Conmission study of SSA recommended reducing the nunber
of field offices from 1,300 to 500. This would tend to reduce
face-to-face interviews (because of the inconvenience of-traveling
greater distances) as a way to respond to inquiries from
beneficiaries and the public. |Increased depersonalization of
service would result since larger offices would | end thenselves to
the nmass handling of claimnts and would place greater reliance on
mai| and tel ephone service. In general, establishing proper
national policy requires careful consideration of how the agency

defines public service and the level it should provide.

| mpl enenting new legislation. Mst |egislative changes affect

program operations and nmanagenent. During the past 10 years SSA
has experienced successes and failures--with the latter
attributable not only to insufficient lead tinme and a | ack of
adequat e congressional recognition of the adm nistrative burdens

i mposed by some |egislative provisions, but also to insufficient
tools and manpower. For exanple, the provision in the 1983 socia
security anendnents that taxes social security benefits of some
reci pients also nandates that each beneficiary be provided an
annual statement of his benefits. As a result, field office
workl oads will rise, as thousands of beneficiaries, nbst of whose
tax liabilities will not be affected, visit the offices for

expl anati ons. SSA will have to neet this challenge during a period

of already high workloads w thout any additional staffing.
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The Panel believes that the foregoing major tasks constitute the nost
i medi ate operational and-nmanagenent challenges facing the agency, but beyond
themlie new additional policy issues that in turn will create new -
admin;strativeburdens. As these policy issues are considered in the
executive branch and the Congress, the agency nust provide |eadership in
evaluating their programmatic and administrative consequences.

0 Equity for wonen. The appropriate level of benefits for wonen is a

major policy issue. Because of increased |abor force participation
by wonen, high divorce rates and other social, denographic and
econonmi ¢ forces, the system of auxiliary benefits established for
social security in 1939 is increasingly perceived as inadequate or
inequitable. Also, elderly wonmen constitute one of the poorest
groups in the total population, which heightens concern about the

| evel of social security benefits for wonen. An extended debate is
i kely over potential changes in the benefit structure. One such
change involves the sharing of earnings between spouses and woul d
greatly increase administrative conplexity.

0 Proper age for full-benefit retirement. Increasing longevity

rai ses questions about the normal retirement age of 65. The 1983
social security anendnents raised the full-benefit retirenent age
in the next century and called for a |ong-range study of the
effects of doing so. Social security affects incentives for
continued work in old age through reduced benefits for early
retirement, the retirement earnings test, and credits for

retirement delayed past 65. Resolution of this issue could lead to

changes in the benefit structure
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0 Program conplexity. Social Security and SSI have becone so conpl ex

over recent years that it is difficult for the public to conprehend
its rights and duties under the prograns and for SSA enployees to
adm nister them These conplexities have resulted largely from

| egi sl ative changes designed to ensure greater program equity.
Programsimplication, desirable from an administrative point of
view, would require abandonment of certain principles of program

equity and would thus raise extrenely controversial policy issues.

Historically, the social security prograns have been dynamc. Wile
the programs’ maturity will likely slow the pace of further changes, it wll
still be necessary continually to review and adjust the prograns to changing
soci al and econom c conditions. Future changes will require a highly

efficient, well-managed agency to inplenment them

IV, CONCLUSI ON

SSA has undergone extensive change in the [ast decade: its mission was
significantly altered in 1974 when it began to administer the means-tested SS
program and again in 1977 when responsibility for Medicare was renoved; its
internal structure was revanmped through major reorganizations in 1975, 1977,
and 1979, and "realignments” in the early 1980s; its confidence, as well as
that of the public, has been undermined by financing crises in the md-1970s
and the early 1980s; its inplementation of the 1980 Disability Insurance (DI)
anendnents led to chaos and severe criticism and it has-yet to bring to
successful conpletion the decade-long struggle to design and inplement a

nmoder ni zation program for its aging computer system
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All of these events continue to cast shadows over SSA. Wiile it has
met its basic responsibilities and has continued to pay checks on tine to
beneficiaries, the Panel concludes that the agency needs a period of strong,
stable leadership to resolve continuing operating problems.

M'VVthout attenpting to ascribe cause and effect, the Panel concludes
that a variety of external and internal factors have contributed to the
agency's recent state of administrative disorientation. The agency needs an
organi zation that will ninimnmze such problems and will support strong

| eadershi p capabl e of addressing the issues facing the agency--a |eadership

t hat possesses authority conmensurate with its responsibility. This
conclusion forns the basis for the Panel's choice of organizational forms and

managenent authorities to recormend for the social security agency if it is

made i ndependent.



