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PROGRESS IN ADDRESSING MANAGEMENT
CHALLENGES AT THE DEPARTMENT OF
HOMELAND SECURITY

Thursday, May 6, 2004

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON HOMELAND SECURITY,
Washington, DC.

The committee met, pursuant to call, at 10:42 a.m., in Room
2318, Rayburn House Office Building, Hon. Christopher Cox [chair-
man of the committee] presiding.

Present: Representatives Cox, Dunn, Shays, Camp, Shadegg, Ses-
sions, Turner, Dicks, Frank, Slaughter, DeFazio, Lowey, Andrews,
lgflorton, Lofgren, McCarthy, Pascrell, Etheridge, Lucas, and Chan-

er.

Chairman CoX. [Presiding.] Good morning. A little over a year
has passed since the Department of Homeland Security opened for
business on March 1, 2003. With the stroke of a pen, the President
and the Congress created the third largest cabinet department and
with it a remarkably lengthy to-do list. The task that we set before
the leaders of this new Department required creative thinking and
extraordinary energy, as we are now keenly aware, also definite
persistence.

The Homeland Security Act not only created entirely new func-
tions, such as intelligence fusion, infrastructure protection and
cybersecurity that had to be built from scratch, but also required
the merger of 22 government agencies into one coherent whole.
That is a management challenge of the first magnitude.

Secretary Ridge and you, Admiral Loy, have taken command of
not one but many distinct organizations, each with its own oper-
ating culture and mission, and you have had to undertake this
complex merger in a near constant heightened alert environment
and while under unprecedented scrutiny from the administration,
the Congress and the American public.

There has been no greater challenge to leadership in any of our
Federal agencies, and I want to commend the Secretary and you,
Admiral Loy, for the remarkable progress that you have made in
one short year. Some of the Department of Homeland Security’s ac-
complishments over the past year have been visible. Others have
taken place behind the scenes.

Everyone has been able to see our airports, seaports and borders
hardened, and a good deal of publicity has surrounded the Federal
government’s grants of billions of dollars for States, local govern-
ments and first responders to help prepare our communities for
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terrorist attacks. Less visible but just as important is the dramatic
improvement in intelligence and information sharing among Fed-
eral agencies and their State and local partners.

Today, we have asked Admiral Loy to join us to talk about all
of these accomplishments and the many remaining management
challenges. While the operational and analytical elements of the
Department have been busy preventing and protecting us from ter-
rorist attack, the Department’s managerial leadership has been de-
;eloping an overarching strategic plan to guide the Department’s
uture.

You have been working on integrating legacy systems and proce-
dures in order to achieve a more centralized, mission-focused struc-
ture. This integration is critical to the long-term success of the De-
partment and its mission to make America safer. It will be, there-
fore, a continuing focus of congressional oversight.

Admiral Loy is the Deputy Secretary and the functional equiva-
lent of chief operating officer who is leading this effort, and by all
accounts your leadership is visionary and firm. Thank you on be-
half of the American people for your dedication and hard work and
we welcome your testimony today.

Management Directorate, which Admiral Loy oversees, has been
tasked with consolidating administrative support systems Depart-
ment-wide and enhancing interoperability of the many legacy IT
systems within the Department. We hope to learn more today
about the effectiveness of these efforts and to offer our support to
ongoing efforts to consolidate and integrate DHS operations as
quickly as possible.

This committee has an important role to play in working with
the Department during this merger integration process. By focus-
ing on milestones and setting goals for management improvements,
this committee can help the Department to implement your stra-
tegic plan—a plan that is in place and that will build upon the suc-
cesses of the past year.

We look forward to working with you, Admiral Loy, on setting
achievable goals and milestones for implementing your strategic
plan and in making sure that this plan is tied to the 5-year budget
that you will be submitting to Congress later this month.

We also look forward to working with you as we continue to de-
velop our DHS authorization bill. The committee clearly wants this
authorization process to be an institutionalized means of helping
the Department, now and over the long-term. As you know, one of
the ideas that we have discussed is elevating the Department’s
cross-cutting management functions into your office in order to pro-
vide clearer lines of authority and responsibility with respect to IT
personnel, procurement, and finance functions.

We will work with you to ensure that these and other reforms
that we may adopt help you to do your job better, which is our
goal. I thank you again for your appearance today and now recog-
nize the ranking member, Mr. Turner from Texas, for an opening
statement.

Mr. TURNER. Thank you, Mr. Chairman. Welcome, Admiral Loy.
We appreciate your presence here, and I know I speak for everyone
on the committee when I say thank you for your continued service
to our country.
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I know you face a daunting challenge in trying to oversee the in-
tegrating of the 22 legacy agencies and 180,000 employees, and I
know it is a difficult job, and I know that you are well aware, as
we all are, that some of the management challenges that you deal
with are unique to your agency and that failure to carry them out
correctly could subject us to serious exposures in terms of our na-
tional security, and I know you carry that burden every day.

We are here today, of course, to try to review the progress of the
Department more than one year after its establishment to review
your achievements and to probe some of the remaining manage-
ment challenges that we know must be overcome.

I want to applaud you for your progress. The issuance of the first
strategic plan earlier this year was a needed step, and I think it
is clear the Department one year into its existence is much more
mature today, and its structure seems to be gaining greater clarity.

There are issues, of course, that we all know remain and some
that have come to my attention, including my concern about the
widely reported accounting irregularities involving a suspected $1.2
billion shortfall, which we understand led two of your departments’
front-line units to declare a hiring freeze earlier this spring. I
would like to know whether this suspected shortfall was the result
of an internal accounting error or failure of coordination between
Department components or whether it is really a true budget short-
fall.

With a total budget of $36 billion for this fiscal year, I know you
agree that it is critical that the Department be able to account for
its finances with precision and be overseen by a strong Chief Fi-
nancial Officer.

Information technology is another area that remains, I think, a
management challenge. I am concerned the Department may be
falling short on integrating the basic systems that would improve
daily operations and improve information sharing and ensure that
the Department is a unified and well run agency. It is troubling to
me, as described by an official source in the press, that the Depart-
ment may not know, for example, how many employees it actually
has. And, obviously, that kind of information in the press under-
mines the credibility of the Department. And I am not sure I un-
derstand why that kind of information would not be in existence.

I also find it somewhat troubling that the Chief Procurement Of-
ficer and the Chief Information Officer appear to be organization-
ally weak and may not have sufficient authority over the hundreds
ofbllegacy agency systems and functions for which they are respon-
sible.

I know there have been a number of initiatives made in this
area, such as the Investment Review Board to examine purchases
over $50 million, and additional reforms may be needed to ensure
the Department’s purchases and use of IT are appropriately coordi-
nated.

I also am concerned with the reports that there is a high degree
of turnover among executives in the IT and contracting areas.
Clearly, such occurrences in high turnover would hamper the abil-
ity of the Department to accomplish its mission.

And, finally, I want to briefly touch upon the new pay-for-per-
formance system for employees. We all understand the vital mis-
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sion of protecting the homeland depends upon a highly skilled and
highly motivated workforce. We know we can invest billions in
technology, have the best strategies available, but, ultimately, our
security lies in the hands of the dedicated men and women who
work every day in your Department.

I hope the Department continues to develop its human resources
system, and as you do so seek to ensure fairness, transparency and
employee involvement in the overall process. Unless our employees
are appropriately compensated and experience job satisfaction, we
know their morale will suffer and our homeland security will be
compromised. As a former military officer, I know you understand
;ery well the value of the highly motivated and dedicated work-
orce.

The Department clearly has had to blaze a pathway into some
unchartered territory in the last year. It has made some mistakes,
but it is finding its way and it is making progress. And I know that
through your leadership, Admiral Loy, along with Secretary Ridge,
that the Department is committed to addressing each of the man-
agement challenges that I mentioned in accomplishing the vital
mission of protecting our country.

So our committee is here in a bipartisan way to help you accom-
plish your task. Only by letting us know what your problems are
and where the Congress needs to step forward and help can we do
our job to join with you in protecting our Nation. Thank you again,
Admiral, for being here. Thank you, Mr. Chairman.

PREPARED STATEMENT OF THE HONORABLE SHEILA JACKSON-LEE

I would like to thank Chairman Cox, Ranking Member Turner, and our witness
today, Honorable James Loy for making today’s hearing happen. The subject of this
hearing has been a harbinger of evil that we, unfortunately, must address if we ex-
pect to truly secure our nation before the next terror threat occurs or before another
person is injured or killed. The thorough and proper integration of 22 separate agen-
cies into one umbrella is no small task; therefore, there is always room for improve-
ment. In this case, however, quick and complete improvements are necessary to save
lives. The management and functional problems that existed when each pre-DHS
division of government continue to exist now, and in fact, the integration of these
divisions may have exacerbated a lot of those problems. For four (4) of the seven
major agencies (i.e., Immigration and Naturalization Service (INS), Federal Emer-
gency Management Agency (FEMA), Customs Service, Transportation Security Ad-
ministration, the Office of Domestic Preparedness, the u.S. Coast Guard, and the
Secret Service) that became DHS on March 1, 2003, auditors reported 18 material
weaknesses (i.e., a condition that precludes the entity’s internal control from pro-
viding reasonable assurance that misstatements, losses, or noncompliance would be
prevented or detected on a timely basis) in internal control for fiscal year 2002. In
addition, for five (5) of the seven (7) major agencies, auditors reported that the agen-
cies’ financial management systems were not in substantial compliance with the
Federal Financial Management Improvement Act (FFMIA) of 1996. These statistics
are very troubling when we think about the reality that the Homeland Security Act
essentially conglomerated the material weaknesses and proven inability to comply
with the FFMIA.

For example, according to a GAO study released on September 10,2003 (GAO-03—
1134T) with respect with the former Immigration and Naturalization Service (INS),
for both FY 2001 and 2002, auditors reported that INS did not have a reliable sys-
tem for providing regular, timely data on the numbers of completed and pending im-
migration applications, and the associated collections of fees valued at nearly $1 bil-
lion for FY 2002! What this means is that over the course of these fiscal years, INS
did not accurately or regularly determine the fees that it earns without relying on
an extensive service-wide, year-end physical count of over 5.4 million pending appli-
cations. Supposedly, INS has been working on a new tracking system to facilitate
its inventory process. I would like to know the progress of this system. How can we
realistically rely on the Administration’s newly announced immigration policy when



5

we know from the above data that it may well have been created based on signifi-
cantly estimated performance and fee data?

In addition, relating to the problems arising from the conglomeration of the dif-
ferent agencies and from a conversation that I had with a member of the Houston
Airport System, there needs to be an “intermodal law enforcement mechanism” to
ensure that law enforcement is in a position to react quickly once the magnitude
of the emergency has been determined. For example, at Bush Intercontinental Air-
port in Houston, there is a concern that more law enforcement agents are needed.
When an emergency arises that falls outside the scope of the Houston Police Depart-
ment’s (HPD’s) jurisdiction, the Federal Bureau of Investigation (FBI) is the next
first responder to receive the call of duty. This period of problem identification and
jurisdiction determination creates a time lag that puts lives in serious jeopardy. The
FY 2004 budget did not fund the addition of law enforcement personnel, so we are
now in a quandary.

In addition, with respect to the hiring cap for professional and administrative po-
sitions at TSA for airports, I spoke with a constituent at the Houston Airport Sys-
tem and he complained that the cap is creating a major source of vulnerability.
Houston has 3 airports, and two of them are considered “high traffic” or extremely
busy. Furthermore, at Bush Intercontinental Airport, there is a proposal to add as
many as 18 new TSA checkpoints in the expansion of its international wing. With
this kind of expansion at other airports around the nation coupled with ever- in-
creasing air travel, we need to make some serious changes in the way TSA and
other divisions manage their duties.

I hope that we can arrive at some positive solutions to these problems so that the
vulnerabilities that are being created don’t escalate.

Thank you.

Chairman CoX. Thank the gentleman. The Vice Chairman of the
full committee, the gentlelady from the State of Washington, Ms.
Dunn.

Ms. DUNN. Thank you very much, Mr. Chairman. After the tragic
events on September 11, Congress and the President acted swiftly
to create the Department of Homeland Security, a department de-
signed to remedy internal government problems and to make it
much more difficult, if not impossible, for terrorists to assail our
way of life.

The issue of homeland security was not at the front of most
Americans’ minds before the attacks on September 11, and the or-
ganization of Federal government reflected that fact. September 11
was our wake-up call, and the President and the Congress an-
swered that call.

The Department of Homeland Security is a demonstration of our
commitment to protect Americans and to prepare in case of another
attack. Creating the Department of Homeland Security has been a
gigantic undertaking. Mergers of this magnitude are unusual if not
unprecedented, whether we are talking about the private sector or
the public sector. DHS combined the efforts of 22 separate entities,
all responsible for some piece of the security puzzle, into one de-
partment focused on a new mission—to protect our homelands.

Today, we look to the Deputy Secretary of the Department of
Homeland Security, Admiral Loy, to guide us through the manage-
ment strategy for continuing to build a strong and focused Depart-
ment. We know that managing 22 legacy agencies and organiza-
tions is an extraordinary assignment. We understand the struc-
tural and cultural barriers that hinder transformation in a merger
situation. We applaud the leaders of the Department for making
significant progress over this last year, and we are here to support
and encourage Department-wide implementation of mission-driven
policy.
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The mission of the Department of Homeland Security is perhaps
the most important mission that we, the Federal government, will
ever undertake. I am pleased that we have individuals like Admi-
ral Loy leading the effort, because I know he also understands it,
and I look forward to your testimony, Admiral Loy.

Chairman CoX. Thank the gentlelady. I would advice members
that Admiral Loy has agreed to be with us for this hearing till
12:30. All members are free to make opening statements under our
rules. Those members who waive opening statements will have an
additional 3 minutes added to the time allotted for their questions.
And so at this time, I would ask if there are further opening state-
ments?

If not, Admiral Loy, we have, of course, your prepared testimony,
and you are recognized for purposes of summarizing it for us orally.

STATEMENT OF THE HONORABLE JAMES M. LOY, DEPUTY
SECRETARY, DEPARTMENT OF HOMELAND SECURITY

Admiral Loy. Thank you, Mr. Chairman. Chairman Cox, ranking
member Turner, distinguished members of the committee, I am
pleased to appear at the hearing of the House Select Committee on
Homeland Security. The Department of Homeland Security appre-
ciates the support we have received from this committee as we
have worked with you to establish and refine this Department in
support of our unified effort nationally to prevent and deter ter-
rorist attacks and to protect against and respond to threats and
hazards of all kinds to our Nation.

Authorizing oversight from the Congress is an enormously impor-
tant function. It provides ideas, and it provides the reinforcement
of direction and provides programmatic support as part of the an-
nual dialogue between the executive and the legislative branches.
Secretary Ridge and I and the rest of DHS recognize the value of
that discourse and we try to look forward to holding up our end of
the conversation.

The Department of Homeland Security has indeed made, we be-
lieve, significant organizational strides during the first year of our
operation. Nearly 180,000 employees and a budget of over $31 bil-
lion were brought under DHS just a little over a year ago.

We are in the midst really of three full-time jobs at the Depart-
ment. First, we are executing the merger that has been described—
22 executive branch elements coming into one cabinet-level agency.
Second, we are trying to do that without detrimental impact on
mission accomplishment; in fact, our challenge, of course, is to
make significant improvements in meeting that mission. And,
third, and last, we are forging a new identity in culture, born in
the ashes of September 11, 2001 and dedicated to ensuring to the
very best of our ability that such events never recur.

Any one of these challenges is a very heavy lift. All three to-
gether properly draw the attention of many to applaud, to construc-
tively criticize or to wonder aloud as to what it is that we are really
doing. That review is welcome. We certainly do not have a corner
on the market of good ideas, and although we are very proud of
what we have gotten done this past year, we still know we have
a long way to go, and we welcome the assistance of all to help us
secure America.
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I believe the committee interests cross all three of our challenges,
but I also sense that today we are principally interested in govern-
ance. Setting up the management structure of DHS was debated
well, of course, in the creation of the Homeland Security Act. On
the other hand, as often is the case, every bill is not perfect, and
there are areas properly available for us to review, and I look for-
ward to that discussion.

I would like to just offer quick comments in three areas and then
take your questions. First, there are many noteworthy accomplish-
ments to review from year one. Among the Department’s accom-
plishments in consolidating inherited support systems during its
first year are these: 8 payroll systems that have been reduced to
3, and the Department expects to be using only 1 system by the
end of 2004; 22 human resource offices that have been reduced to
7; 13 contracting offices that have been reduced to 8; 19 financial
management service providers that have been reduced to 10.

DHS has initiated an ambitious management initiative called
eMerge2, designed to produce a consolidated enterprise solution for
a variety of administrative functions, including accounting, budg-
eting and acquisition.

DHS has instituted and designed the Future Years Homeland
Security Program, the FYHSP, the parallel, if you will, to the De-
partment of Defense’s FYDP, with the goal of tying overall strategy
to a 5-year resource plan outlining long-range goals and resource
requirements.

In February, the Department proposed new regulations for
human resource management. The goal of the effort was to design
a flexible and competitive system viewed as an opportunity to take
an historic step in Federal government employment policy. The
public comment period at the tail end of this project ended on
March 22, 2004, but I must say how proud we are at the inclusive
nature of that process from beginning to end.

We had an 80-person team that was designing this new system.
That team included representatives from all walks of not only our
Department but the unions that represent our employees and ev-
eryone else that we felt had an equity in the system along the way.

There are over 3,500 comments now in the public docket from
the comment period, and at the present time DHS and OPM, our
partner in this effort, are analyzing those comments. Officials hope
to issue final regulations later this year after the meet-and-confer
process has concluded. Following the issuance of final regulations,
the system, as proposed, will be phased in over several years.

We have also made progress in consolidating and integrating
operational programs. For example, there is currently now on the
shelf an interim national response plan and a national incident
management system. There is in final review the first formal
version of that national response plan. This represent an effort to
consolidate from as many as 12 different contingency plans which
used to be on the shelf a single way that this Department will co-
ordinate the requirements associated with any national hazard,
manmade or otherwise, that comes towards this country’s direction.

The Department has taken steps towards consolidating its first
responder grants and programs; as Mr. Turner mentioned, those
grants and programs that support the first responder community,
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always the first on the scene and most often the last to leave any
kind of an event. The One Face at the Border Program was de-
signed and implemented consolidating three very different border
inspection functions into one. That has now proven itself over
months of use as to be a constructive change to the way we wel-
come people through the portals of our country.

Several programs and ideas that were free-standing and set
asides of themselves have now been integrated to forge a curb-to-
cockpit system of aviation security for our Nation that is admit-
tedly not yet complete but is, oh, so much better than that which
was in place on that day back in September of 2001.

It still remains clear that we have challenges that lie ahead. I
would offer that information technology, further systems integra-
tion, information sharing, and issues about interoperability are
areas that continue to deserve and receive serious attention in the
Department. These are initiatives underway that have not cul-
minated in a final game plan as to how best to do them. More on
that thought in just a moment.

A secondary of attention from my opening remarks is vision. As
the chairman mentioned, on the occasion of the first anniversary
of this Department in 1 March, the Secretary published our first
strategic plan. This was an effort undertaken by the leadership
cadre of the Department—off-site together, no facilitators in place,
just us trying to figure out the best way to forge our future.

The national strategy for homeland security and the Homeland
Security Act of 2002 served to mobilize and organize our Nation to
secure the homeland from terrorist threats. To be successful, com-
plex missions required a focused effort from all society. This is an
all-hands evolution for our country.

One primary reason for the establishment of the Department was
to provide the unifying corps for the vast national network or orga-
nizations and institutions involved in efforts to secure our country.
In order to better do this and to provide guidance to the 180,000
men and women in the Department who work every day on this
important task, the Department found itself required to develop its
own strategic plan.

The new vision and mission statements plus the strategic goals
therein will provide the framework for the thousands of action
items that will focus to daily operations of the Department. I would
trust that each of you have seen copies of our plan at this point.
We will certainly make sure they are sent to you if you have not.

The vision, very clearly: Preserving our freedoms, protecting
America, we secure our homeland. I think its simplicity offers
focus. Our mission: We will lead a unified national effort to secure
America. We will prevent and deter terrorist attacks and protect
against and respond to threats and hazards to the Nation. We will
ensure safe and secure borders, welcome lawful immigrants and
visitors and promote the free flow of commerce.

The core values of the Department of Homeland Security are per-
sonal attributes expected of every employee. I watched it work al-
most magically with my service in the Coast Guard for over 40
years. Core values are enormously important as that third job we
undertake to build DHS identity and culture.
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Those are simply three: Integrity, service before self, each of us
serves something far greater than ourselves; vigilance guarding
America, relentlessly identifying and deterring threats that pose a
danger to the safety of our people; respect, honoring our partners,
honoring the concepts for which America stands—Iliberty, democ-
racy, civil rights—and act on such things as our constitutional duty
requires.

And seven action oriented strategic goals: Awareness, prevention,
protection, response and recovery and then service and organiza-
tional excellence as mandates from the Secretary to all of our work-
force to take us where we want to go.

Objectives are arranged under each goal, and there are literally
hundreds of milestones, activities and projects associated with each
objective. Our planning mandate is to link each and every such ac-
tivity and project to a line item in the 2006 budget as it comes for-
fvalr{d and display its owner and timeline to any and all who would
ook.

I personally review those milestones monthly and demand the
metrics necessary for objective monitoring of progress. This stra-
tegic plan has given the DHS workforce the confidence of knowing
where their work fits into the big picture and the comfort that it
all makes sense and that the boss has a solid game plan and the
will to exercise it.

And, lastly, Mr. Chairman, I offer this simple notion that a de-
partment like ours with thousands of very important activities
must take the time to prioritize our work. Secretary Ridge gave us
all kudos for work well done in year one and then quickly delivered
a set of seven key priorities for us to concentrate on in year two.
They are information sharing and infrastructure protection, inter-
operability, integrated ports and borders, new technologies and
tools, better prepared States and communities, improved customer
service for immigrants and a 21st century department.

I will leave that list just on the table as a menu of things that
you perhaps would like to discuss, but please know we have taken
each of them, made a senior department official personally respon-
sible for it, had a 20-page paper developed that described our inten-
tion for specific goals, responsible owners and milestones. We
turned a solid information brief to the Secretary to be sure we were
on the right track, and in several instances are setting up program
shops to manage our progress in that subject area.

Mr. Chairman, there has been a tremendous amount accom-
plished since this Department was created, and we are cognizant
of how much more work remains to be done. I tried to identify sev-
eral areas as I prepared my testimony where the Congress might
look to help us.

One of the biggest challenges that faces us at the moment, in
particular, is the need to consolidate the Department’s head-
quarters location in a single place. This co-location will serve to im-
prove communications, provide efficiencies and better establish our
identity as a department. We are working with the Armed Services
Committees to expand our presence at the Nebraska Avenue com-
plex, and I seek your support to that end.

Beyond that, we have asked Congress to delay the deadlines for
biometrically based passports to be mandatory at our borders. I
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personally wonder if high consequence areas like nuclear, biological
and cyber are properly organized and recognized in the Depart-
ment. I even wonder if adequate attention can be given to major
policy judgments from a small shop well hidden inside the Chief of
Staff’s organization.

These are just a few of the areas the Secretary will seek your
support on as we take stock after year one and try to make adjust-
ments to how we do business. Mr. Chairman, thank you for allow-
ing me to run on just a bit. There is just an incredible array of
work being done and to be done in this new department.

Again, we are proud of our work so far, appreciative of the com-
mittee’s support, but mostly the Secretary and I are proud of our
workforce—180,000 plus strong who day after day make their con-
tribution to securing our homeland. They deserve the resources and
support they need to do their work and the very best leadership
and management that we can muster. We are trying hard to give
them that every day.

I look forward to your questions, and thank you very much, Mr.
Chairman, for allowing me to make an opening statement.

[The statement of Admiral Loy follows:]

PREPARED STATEMENT OF ADMIRAL JAMES LOY

Chairman Cox, Ranking Member Turner, distinguished members of the Com-
mittee—I am pleased to appear at this hearing of the House Select Committee on
Homeland Security. The Department of Homeland Security appreciates the support
we have received from this Committee as we have worked with you to establish and
refine this Department in support of our unified national effort to prevent and deter
terrorist attacks and protect against and respond to threats and hazards to the na-
tion.

I would also like to acknowledge the tremendous work of the Department’s man-
agement team and their dedicated staff in keeping DHS on track and focused on
our ultimate goal of transforming a formerly disparate set of organizations into a
cohesive 21st century Department.

This reorganization of government has presented the biggest ‘change manage-
ment” challenge of all time. Never before have we witnessed a full-scale government
divestiture, merger, acquisition and startup all coming together at once—certainly
not on this scale. Neither have we seen a consolidation of this size occur with such
national importance and urgency and in such a short amount of time.

Our biggest challenge was to establish the Department, transfer her employees
in from other agencies, and establish a working organizational environment while
making sure that we did not lose a step in accomplishing all of the critical missions
with which we were charged.

This reorganization and transition required looking beyond old agendas, missions,
cultures, histories and processes . . . and coming together as one holistic enter-
prise. It required—and finally enabled—employees from many different organiza-
tions to rally around a single mission: to deter and prevent terrorist attacks, to pro-
tect our people and infrastructure and respond to threats and hazards to our nation
in a way that is respectful of individual privacy and civil liberties . . . ultimately,
to secure borders, but also keep open the doors so characteristic of, and essential
to, this welcoming and economically thriving country.

In the post 9/11 world, our employees renewed their respect for the importance
of their jobs and recognized the need to do them differently and better. And so our
charge was to unify that sense of purpose and mission. Our charge was to make
it easier for them to do their jobs and, as a nation, approach the protection of our
people and our way of life in a smarter, more effective and more efficient way.

When the President laid out his direction and the Congress created the Depart-
ment of Homeland Security, the expectations were clear that this Department be
unlike any other within the federal government. At the core of these expectations
was the priority of developing a model agency for the new century that supports in
an effective, efficient and rational manner the unified national effort to secure
America.
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In order to respond to new and different 21st century threats, this Department’s
organizational identity must incorporate the characteristics of flexibility, innovation,
efficiency and responsiveness. The Department’s ability to become a modern, agile,
and integrated organization is essential to adequately support this Department in
its efforts to confront the challenges of the new century in a bold way.

The definition of a 21st century Department is a consolidated and focused Depart-
ment that seeks to integrate, with laser-like precision, the various resources and ef-
forts across the federal government in order to prevent, protect against and respond
to terrorist attacks that threaten the American way of life. Inherent in this defini-
tion of a 21st century Department is the need for DHS to be organized and to be
able to provide the highest quality of support service for the men and women on
the front lines in the war on terrorism. Just as this Department was created to exe-
cute a mission unlike any other agency in government, so should the delivery of
service be as unique in supporting this critically important mission.

The Department of Homeland Security has made great organizational strides dur-
ing the first year of operations. Nearly 180,000 employees and a budget of $31.2 bil-
lion were brought under DHS a little more than a year ago.

At the same time, from the start, we also had to remain focused on our oper-
ational activities—that is, while we worked swiftly to get servers up, systems con-
solidated, a stapler on every desk—we had to be squarely focused on the protection
of the country.

Operationally, one of the top priorities achieved by the Department was to inte-
grate specific departmental functions to enhance efficiencies and create greater ac-
countability in one seamless border service. For the first time in the country’s his-
tory, all agencies of the United States Government with significant border respon-
sibilities have been unified into one agency of our government, Customs and Border
Protection (CBP); one agency, one face, to manage and secure the Nation’s borders.

Strategic Planning, Financial Management, & Budget

The Department’s first high-level Strategic Plan was released in February. This
Strategic Plan sets forth the vision and mission statements, core values, guiding
principles and strategic goals and objectives that provide the framework to guide the
actions that make up the daily operations of the Department. The full breadth of
our activities is guided by the high-level goals of: Awareness, Prevention, Protection,
Response, Recovery, Service, and Organizational Excellence.

The Department’s Strategic Plan reflects the determination of our nation to pre-
vail against terror, to protect our homeland and to improve the way we serve our
diverse customers. Describing who we are and what we do, it conveys the beliefs
and values that govern our conduct. It outlines what we will accomplish. This docu-
ment provides the vision and direction, as well as the goals and objectives for the
Department while our detailed budget plan describes how we will achieve those re-
sults. Each program in the budget plan will be linked to our goals and objectives
and will have timelines and ownership associated with specific performance.

One of the biggest strategic challenges currently facing DHS is the need to con-
solidate the Department’s headquarters operations in one location. This collocation
will significantly improve the communications, efficiency, and effectiveness of the
Department’s management and day-to-day direction. Without Congressional ap-
proval, however DHS cannot fully move into its preferred headquarters—the Ne-
braska Avenue Complex (NAC), which is currently an active military base. DHS, the
Navy, and the General Services Administration have jointly submitted a legislative
proposal to establish the DHS headquarters at the NAC. We believe Congress
should pass this legislation as a stand-alone bill so that the Department can consoli-
date its headquarters as soon as possible. Every day that DHS fails to consolidate
its operations, the Department is hobbled in achieving its ultimate goal of protecting
the American people and the homeland.

Equally important to this Department is sensible financial management and sen-
sible financial management requires informed financial and management decisions.
To ensure policy decisions are made based on sound rationale, such as a program’s
contribution to our strategic goals and measurable results, DHS has put in place
a comprehensive planning, evaluation, and investment review process.

At the core of this process is the Future Years Homeland Security Program—
FYHSP. Section 874 of the Homeland Security Act of 2002