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PREFACE

The Social Security Amendments Act of 1983 created a Joint Study Panel to
“conduct a thorough study with respect to the implementation of removing the
Social Security Administration from the Department of Health and Human
Services and establishing it as an independent agency in the Executive Branch,
with its own independent administrative structure, including the possibility of such
a structure headed by a board appointed by the President, by and with the advice
and consent of the Senate.”

The Congressional Panel on Social Security Organization which has been
established to carry out this study has contracted with the National Academy of
Public Administration (NAPA) to assess changes in management authorities and
capabilities which could improve SSA's capacity to manage effectively, using as a
basis the recently issued report of a NAPA Panel entitled “Revitalizing Federal
Management: Managers and Their Overburdened Systems.” A number of members
of the National Academy and other persons knowledgeable about SSA and public
administration reforms were consulted in the preparation of the report (see
Attachment A). This report provides recommendations to the Congressional Panel
as to management reforms which should be considered when Congress moves

toward its ultimate decision on organizational independence.

J. Jackson Walter
President, National Academy of

Public Administration



1190

INTRODUCTION

The debates of the past two years and more culminated in the report of the
National Commission on Social Security Reform and the passage of the Social
Security Act Amendments of 1983, which made substantial revisions in the
legislative definition of the social security system-a major effort to meet the
widely expressed concerns of the American public about the soundness of the
system and the adequacy of its funding.

Part of this public concern also dealt with the reliability and effectiveness
of the management of these programs and the quality of leadership of the Social
Security Administration which administers them. The National Commission stated
in its report that “the majority of the National Commission believes...as a broad
general principle...that it would be logical to have the Social Security
Administration be a separate, independent agency, perhaps headed by a bipartisan
board.”

The Social Security Act Amendments of 1983 called for the creation of a
Joint Study Panel to “conduct a thorough study with respect to the
implementation of -r&moving the Social Security Administration from the
Department of Health and Human Services and establishing it as an independent
agency in the Executive Branch, with its own independent administrative
structure, including the possibility of such a structure headed by a board appointed
by the President, by and with the advice and consent of the Senate.”

Neither the National Commission nor the Congress spelled out the
organization al or management advantages or disadvantages of SSA as an
independent agency reporting to the President, and this now becomes one of the

principal tasks of the Congressional Panel on Social Security Organization. The
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Panel, in its deliberations, will compare the independent agency with options for
granting SSA greater autonomy and independence within the HHS structure; in
addition, the form of a government corporation will be evaluated to determine
whether it offers any compelling advantages which are not attainable in the more
tr.gditional federal agency organization.

This report, prepared for the Congressional Panel, is about management
issues rather than program or policy matters. Nor does it attempt to spell out the
details of legislative language dealing with managerial authority. Instead, it deals
with the management problems faced by large operating institutions such as SSA,
the management constraints within which SSA must function, and the
opportunities which exist to improve SSA's management performance, either as an
independent agency or in its current departmental location. Making SSA
independent does not, in itself, assure its greater effectiveness or responsiveness
to public need. But the Congressional consideration of how to implement
organizational independence creates a unique opportunity to rethink what it is
that does make an organization like SSA manage well or poorly. This report is
essentially an exploration of these opportunities.

The report should be read with the idea in mind that effective management
in any institution, including a public agency, depends more on leadership, positive
motivations for excellence and service, and the willingness to work hard and
effectively, than it does on compliance with an array of management regulations
and constraints. In addition, the quality of management in SSA will in the near
future depend heavily on the flexibility given to its commissioners and top staff to
cope with change rather than stable routines—change created by the new law
governing the program; change induced by the impact of new technology; and
change growing from a heightened public concern that public organizations must

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

The question of SSA leadership is a critical one, and an array of options,
including severa}l forms of board concepts and mechanisms was examined. While
the main concern has been the management implications of alternative forms of
leadership, it simply is not possible to consider the management role without
therstanding the political and policy consequences of these alternatives as well.

The most feasible alternatives for leadership are these:

1. A single authoritative commissioner.

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

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

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

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

The basic question is: “From a management view, which of these
alternatives would achieve the greatest management effectiveness?” The

following conclusions were &awn:

1. In management terms, the most important point is that it is
almost universally agreed that single administrators are far
more effective and accountable than multi-person boards or
commissio.ns, bipartisan or otherwise.

2. Again in management terms, a board is not a necessity and is
not desirable. Even if a board's role is carefully defined and its
membership carefully selected, history strongly suggests that it
is almost impossible to keep such a board from interjecting
itself into the management of the organization which it
stewards. While such interjections are occasionally useful, the

likelihood is that they would end up confusing and debilitating
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the authority of the agency head, creating conflict for the
staff, . and becoming another layer of management which adds
little and detracts much. Furthermore, the composition of such
boards becomes an issue in itself, and all too often breeds
preoccupation with diversionary issues of balance,
representativeness, or political fairness, rather than the ability
of such boards to contribute to the success of the program.

3. Where boards attempt to manage programs directly without an

authoritative manager (administrator, executive director) they
have proved most often to be ineffective.

Thus, to the extent that management needs dictate the form of leadership,
it is strongly advocated that a single commissioner be appointed and that the use
of a board be avoided as neither necessary or desirable.

It is further recommended that the commissioner of SSA continue to be
appointed by the President with Senate advice and consent. The commissioner
should serve at the pleasure of the President, because it is felt that political and
policy reality is such that a fixed term appointment would not assure any real
“protection” against tr-le strains and conflicts of the political arena, and would not
really guarantee the continuity of leadership which is so widely hoped for. A term
appointed commissioner in a hostile administration, or one lacking the confidence
of the Congress, simply could not be effective.

The best prospect for achieving continuity and leadership stability lies in the
appointment of top quality career people in the balance of leadership positions in
SSA. The added flexibility-now provided in the Senior Executive Service, including
the combination of SES Career Reserved and SES General positions, and the

authority of the agency head to direct the reassignment of senior executives “for
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the good of the agency”, is more than adequate to assure a responsive career
staff, and substantially mitigates the need for political appointments in other than
the commissioner’'s post.

The magnitude and importance of the managerial dimensions of the
commissioner position are so great that the President should celeét a person of
" recognized management capability and experience in that position, and it would be
desirable for the Congress to so stipulate in its legislation.

Returning to the idea of an SSA board, it is reiterated that such a board
cannot be justified for management reasons. If, however, the Congress judges
such a board to be necessary for other reasons, the following additional points are
made:

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

if SSA remains inside HHS. It is extraordinarily difficult to
define the role of any board which would not seriously confuse
the policy authority of the HHS Secretary, and there is the
added risk that it would freeze out participation of the SSA
Commissioner and the important policy formulation resources
of the agency.

2. There 'is‘ a concern that, if SSA is an independent agency, its
Commissioner would lack the clout and resources of a cabinet
department in dealing with other major elements of the
Executive Branch in coordinating the “policy and politics” of the
program with other principal interests-the Secretaries of HHS,

Labor and Treasury, the Council of Economic Advisers, and the
Executive “Office of the President. If a board can help as a

means of assisting and facilitating these important policy
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coordination relationships, then it might have value. To meet
this p\ln-pose, an advisory board appears to be a feasible model.
Such a board would be composed of cabinet members, plus some
public members who could serve to facilitate relationships
within the Executive Branch. Or, it might be composed mainly
of able, well respected public members who would create public
confidence that balanced judgments will be made about the
program, and the best interests of the public will be served.
The SSA Commissioner would be a full member of this board
and benefit from it as a somewhat more formal means for
achieving governmentwide policy coordination. This form of
board could also work with SSA as a part of HHS, but the need
for it appears markedly less since the HHS Secretary and the
top politic al officers would presumably serve the policy

coordination role.
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1. BUDGET AND FINANCIAL MANAGEMENT

A. Budget Formulation

SSA already enjoys an especially advantageous position in the formulation
and review of its budget. Major benefit program and administrative fund
requirements are provided by categorical social security taxes paid Idirectly by
both employees and employers, and are placed in a special Trust Fund in the
Treasury Department to provide a safety reserve and to assure that the funds
cannot be spent for other purposes. This assured reserve is matched in Congress
by almost automatic permanent authorizations (subject only to normal
Congressional authority to consider changes in authorization). The agency’s
administration and management expenses are also paid from the Trust Fund.
While budget estimates are reviewed by OMB and by the appropriations
committees and initially financed from general revenues, SSA costs are ultimately
paid out of the Trust Fund. Thus, the Congress, in an extraordinary way, has
committed itself to funding social insurance programs at whatever level of
demand results from statutorily defined program criteria.

There are several improvements in SSA's budget formulation process that
cM be made which tirild on this stable revenue/authorization base.

1. A biennial-budget

One of the serious management problems which characterize the budget
process across the whole Federal Government is its heavy procedural overburden.
In recent hearings in the House Rules Committee’s special Task Force on the
Reform of the Budget Process (chaired by Congressman Bielenson), many
important witnesses stated that the idea of moving the Federal government
toward a biennial budget had substantial merit and warrants serious further

consideration. A number of those witnesses, as well as other sources including
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NAPA's report "Revitalizing Federal Management,” have recommended that one
or more demonstrations should be undertaken with agencies or larger programs to
test the feasibility of the biennial budget. SSA could become the basis for such a
demonstration program because of the extreme reliability of its funding and
authorization, and the relative stability of its program execution.

The managerial advantages which would result center around the potential
to cut back dramatically on the costly staff time and effort in dealing with budget
procedures and paperwork. This would be especially true in an independent SSA
outside of HHS where the whole layer of departmental budget justification would
be eliminated. Little would be lost by either OMB or Congress since program
expenditures in the short run are closely predictable (through SSA's actuarial

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

2. Workforce planning

This area of management is now wrongly focused on use of detailed line-by-
line personnel estimates shown in budget schedules, rather than on broad, forward-
looking general planning for staffing needs. As a consequence, overly detailed
reviews are conducted‘ In HHS, in OMB, and in Congress. Yet one of SSA's most
important management- resources is its workforce, and the ability of the SSA
Commissioner to plan and deploy that workforce is one of the most important
tools for achieving management effectiveness.

Operating managers throughout government have long advocated major
improvements in the latitude and authority given to managers to control this total
workforce. An independent SSA could be given the following additional authority:

a. A shift away f;o"m submission to OMB and Congress of detailed

position-by-position schedules of all positions required for

future years. Instead, SSA would submit a Workforce Plan
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which defines and justifies the total workforce requirement, and
spells out areas of increase or decrease planned as a result of
any changes in programs or administrative operations. SSA is
particularly able to do this since it has a fully developed system
of work-related personnel standards and work measures which
tie staffing needs to workload.

b. Congress would be able to evaluate these plans as a total
workforce estimate of need, related accurately to the real
program needs which justify the workforce. Congress would
accept or modify the plan and would need to refrain from acting
on individual positions or organizational units.

c. OMB or congressional limitations would be shifted to limiting
total dollars to be authorized, and would not be expressed in
terms of either total numbers of employees, or total full time
equivalents or work-years of staffing effort.

d. Within the overall total dollar limitations established by
Congress or OMB, the SSA Commissioner should have flexibility
to control the number of employees, the mix between
permanent and temporary employees, the pace at which
employees are added (or removed) from the staff, their
organizational placement, and the grades and salaries (as
defined by law and regulation) to be paid.

This revitalization of SSA control over its total workforce resource can add
immeasurably to optimumr use of the 82,000 employees which are SSA's greatest

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

budgeting would be greatly reduced.

0 The quality and realism of workforce planning and management

would be greater.

0 The authority and leadership of the SSA Commissioner in this

critical area would be visibly enhanced.

0 Real cost savings can be realized because workforce can be

more precisely matched to program needs and overstaffing
eliminated.

0 Changes in staffing can be made more quickly and readily to

meet changing program needs.

One important specific workforce planning element for the future which SSA
should submit for congressional approval are needs for special authority or waivers
of position limits so that SSA has positions available in which to carry employees
who are in retraining programs resulting from the introduction of new computer-
based systems and procedures which will occur in the next few years through
implementation of the System Modernization Plan discussed in Section IV of this
report.

Further improvements in personnel management systems and practices are
discussed in Section IO of this report.

3. Budget Oversight

Budget oversight would change only moderately for SSA in the various
options for organizational independence. If independent but still in HHS, it would
normally be expected that-appropriate departmental scrutiny of the budget would
continue unless the Congress deliberately denies in legislation the application of

that oversight. This would not be likely if the decision is made to keep SSA in the
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department in the first place. The addition of a social security board would mean
that the role of that board would need to be spelled out in relation to both the SSA
Commissioner- and the Office of the Secretary. In general, a board might be
expected to contribute best by confining its role to one of facilitating and
‘participating in “front-end” discussions, but would leave the presentation and
‘justification of the budget to the Commissioner.

In the case of an independent SSA reporting to the President, the present
advantages or disadvantages of clearing the budget to the HHS office of the
Secretary are foregone. SSA leadership would then deal directly with OMB and
the Executive Office of the President. It is likely that the substance of the
budget would be little different, because the importance and economic
significance of the program means it is a priority for OMB and the President in
any event.

In the case of SSA being set up as an independent government corporation,
the Congress would need to make explicit decisions as to the budget oversight and
accountablity it will demand. Organizational independence, even in the corporate
form, does not change the need for political oversight and accountablility, and
SSA as a corporatipn should still be subjected to the oversight of both the
Congress and the Executive Office of the President. Some exceptions to this
generalization will be discussed in other sections of this report dealing with
specific management systems.

It is recognized that this process-oriented discussion of budget formulation
is an element of broader kinds of concern about how social security programs fit
into the overall budget strategy which deals with such questions as whether these
programs should be off-budget, or whether they should be placed in competition

with other federal programs in the congressional limits established through the
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first and second Concurrent Budget Resolutions. Organizational independence is
not sufficient in itself .to justify any substantial relinquishment of critical policy
and budget oversight. Nor should it be assumed that direct oversight by the
E:;Ecutive Office of the President will make budget oversight any easier or more
lyl;:.pathetic.

OMB budget reviews and its general approach to Executive Branch oversight
are often the source of conflict with individual agencies, not only over budget
levels but also over management systems and controls which can inhibit agencies’
latitude and freedom of action. The NAPA report points out that, in serving
short-term budget imperatives, OMB oversight can become shortsighted and can
inhibit agency efforts to do intelligent longer term management planning, or to
sustain its own management reform initiatives. Independence from SSA must
clearly be based on the understanding that, while it will respond constructively to
the President’'s oversight, it must be free to manage its own affairs, and strong
enough in its management talent to make its own choices and carry out its own
plans.

B. Budget Execution

After congressional passage and presidential approval, and the subsequent
issuance of Treasury apportionment warrants and OMB apportionment, agencies
like SSA are finally officially authorized to begin to translate the approved budget
into internal implementation of programs. At this point, the budgets meld into
agency program controls, financial management systems, and internal financial
controls.

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

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

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

1. Red{xction in Congressional “line-iteming” or micro-budgeting.

over the course of years it has been evident that there is a tendency to
accrete or accumulate surprisingly large numbers of specific detailed instructions
or directions or requirements which the Congress imposes through authorizing
legislation, appropriations language, oversight requirements or other means. Many
of these specifics are obviously needed to define program requirements, but many
others are constraints or limitations on administrative or management authorities
or procedures. Others are requirements for reports or data.

The evaluation of an independent SSA is an ideal time for the Congress to
reassess these detailed requirements and constraints, and eliminate those which
are no longer necessary, or to simplify as much as possible those which must be
kept. The advantages are twofold:

0 experience indicates that these requirements create a surprising

burden of administrative process and paperwork. Each detailed
requirement perpetuates itself and gets built into the system.
This in turn leads to further tracking of these small details, and
the related requirements for reports, statistics, expenditure
statusing, and staff follow-up. Any elimination which is
possible can pay off handsomely in reducing costly red tape.

0 Rigidities and blocks in the form of detailed procedures or
limitations built into the budget process also reduce the
flexibility of operating officials to exercise their own judgment
and freedom- of action for which they are presumably paid.

Where managers believe they see ways to be more efficient or
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cost-effective, but are constrained from doing so, their
motivation for high performance is seriously impaired.

2. Thresholds for deferrals or rescissions

,- Part of the actions taken by Congress to reform its own budget process
culminated in the Impoundment Control Act of 1974, which required agencies to
report all impoundments, no matter how insignificant. @ The Congress had
concluded that there had been significant under-reporting of impoundments under
previous ground rules, and more stringent rules were required.

Now, 10 years after this legislation, GAO has assessed recent experience and
has recommended that reasonable thresholds be established for deferrals and
rescissions. This is a desirable improvement. The recent Supreme Court decision
invalidating legislative vetoes has made the deferral provisions of the
Impoundment Control Act inoperable. With the present concern over the
effectiveness of SSA, it is an excellent time to review such actions as they relate
to SSA and to provide reasonable thresholds where possible. The management
concern is that stringent requirements for referrals to Congress have had a
chilling effect on potential genuine savings in agencies through economies or
management efficiencit;s, or productivity improvements. Provision could be made
in any legislation dealing with SSA to build back into the system incentives to

encourage cost-effective behavior.
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I11. PERSONNEL MANAGEMENT

There has probably never been a more important time in SSA's history to
plan for the. .future of its workforce and to strengthen the hand of its
commissioner as the-manager of that workforce.

There are few agencies in government which are more “people intensive” in
"character, or which will have to change more as a result of the impact of new
ADP technology. The following kinds of changes can be expected:

0 Processes for receiving applications for benefits, establishing
eligibility, and computing amounts of benefits will be
increasingly automated and automatic.

0 Procedures for maintaining reliable lists of payees and paying
out checks will be linked electronically and made more
automatic (i.e. “paper free”).

0 Claims representative and service representative functions will
be increasingly automated, more data will be in computers and
there will be fewer person-to-person responses.

As these changes take place, there will be a high likelihood that the total
numbers of people needed to administer SSA programs will decline-and this
development will cause human problems.

At the same time, the nature of many SSA jobs will be changing. There will
be a need for many more people who have computer skills, including the skills of
development and maintenance of software and communications systems, as well as
equipment capabilities. This means that, even among those employees not
displaced, there will be a major need to retrain people in new skills, and to move
people around to mat&changes in organization, job groupings, and skill mixes.
Some of these changes may be geographical, as SSA seeks to realign its extensive

field structure to take advantge of new communications potentials.
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Another major change which SSA now faces is the need to master the
challenge of managing its major new project for the implementation of its
Systems Management Plan. In the next few years, this project will need a new
style of disciplined control of a project of finite time duration which cuts across
all ‘existing lines of authority within the agency. While the computer aspects of
the project will be centrally managed by the systems staff, it will force
fundamental changes in the future management of most of SSA, and will require
that all other line and staff elements rethink how they will respond. The Systems
Modernization Plan must be the servant of line management, and cannot become
another obtrusive system which ends up being an end in itself. And, as jobs
change, SSA must have far greater latitude to define jobs peculiar to its own work
and classify those jobs at levels which are realistically competitive with the
private sector “market” for these talents.

As these changes take place, SSA employees threatened by job
displacements have a right to as much help as possible in remaining employed with
SSA through retraining or equitable internal competitions for dwindling current
jobs or newly defined positions. In addition, however, the very speed with which
change will happen and t.he more technical nature of new positions mean that it is
very likely that SSA will need to bring new talent into the agency which has high
technical skill and experience beyond the capacities which can be developed by re-
training. This may be especially true in a few key senior positions because, under
present salary levels, the Federal Government has extreme difficulty in being
competitive for top talent in the computer/ADP industry which is one of the most
competitive and best paying 1’;1 the U.S.

Even without considering the major people-oriented challenges which SSA

faces, it is apparent that there have been significant opportunities to redefine the
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role of the SSA Commissioner in the arena of personnel management. The
following sections, therefore, define a new “package” of personnel authorities
which recom'n.:ends some accommodations in regular personnel functions, and some
special authorities which go to the heart of SSA's special needs.

A. Employee Recruiting and Selection

HHS has given SSA as much delegation of personnel authority as it can,
subject to controls which are applied by the central Office of Personnel
Management. The real limitations which constrain SSA recruitment and hiring
rtem from those central controls.

SSA has traditionally relied heavily on the hiring of numbers of college
graduates into beginning positions as claims represent atives and service
representatives and for entry level talent in many other administrative and
m anagem ent positions. The quality of these initial hires can be very substantially
improved if SSA people are able to personally recruit, interview and hire those
people whom they believe will perform best in SSA. Timing has always been
important in college recruiting, and the ability to make immediate job offers at
competitive salaries often spells the difference between getting desirable or
marginal people. -

In recent yeal:s, a temporary system of filling entry level positions (caused
by an out-of-court settlement of a lawsuit) has severely altered this preferred
hiring practice. SSA is now required to concentrate on potential internal efforts
to fill its entry level professional positions through “promoting from within” (out
of the clerical staff) before it can move to hire college graduates. In addition,
where college hires cap be sought, they may only be hired under “Schedule B"
authority, which is no;mally used for temporary hiring and which does not

normally lead to permanent career status. Because of these limitations, SSA is









































































































