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(1)

MANAGEMENT AND THE PRESIDENT’S
BUDGET

WEDNESDAY, MARCH 26, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT EFFICIENCY AND

FINANCIAL MANAGEMENT,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 10:30 a.m., in room

2154, Rayburn House Office Building, Hon. Todd R. Platts (chair-
man of the subcommittee) presiding.

Present: Representatives Platts, Blackburn, Towns, and Maloney.
Staff present: Mike Hettinger, staff director; Dan Daly, counsel;

Kara Cralles and Larry Brady, professional staff members; Mark
Stephenson, professional staff member; and Jean Gosa, assistant
clerk.

Mr. PLATTS. I want to welcome you to the Subcommittee on Gov-
ernment Efficiency and Financial Management’s first hearing in
the 108th Congress. I am eager to investigate some of the issues
that face the operation of the Federal Government and build on
some of the ideas that the distinguished former-Chairman Steve
Horn examined. At a time of increasing government deficits, great-
er efficiency and financial accountability in administration of Fed-
eral Government operations is an ever-increasing top priority. I
look forward to working with my esteemed colleagues on this sub-
committee throughout the 108th session.

Today the Subcommittee on Government Efficiency and Finan-
cial Management is holding the first of a series of three hearings
on ‘‘Governing With Accountability.’’ This hearing will focus on the
President’s Management Agenda and the impact the agenda has
had on the improvement and operational efficiency and effective-
ness of the executive branch. We will also explore how the Presi-
dent’s Management Agenda has impacted the budget numbers in-
cluded in the President’s fiscal year 2004 budget.

Since I was first elected to office as a member of the Pennsyl-
vania State Assembly, one of my main concerns has consistently
been to ensure that government entities operate in the most effi-
cient and accountable manner possible. In the State Assembly, I
sat on a committee that examined many of these issues at the
State level and since being elected to the U.S. House of Representa-
tives, my interest in accountability and efficiency has grown signifi-
cantly. I am pleased to have the opportunity to explore these issues
with my colleagues at the Federal level.
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The Federal Government has a responsibility to the taxpayers of
this country to be productive and accountable. Unfortunately, many
agencies are unable to demonstrate the value that they provide for
the tax dollars that are spent on the programs they administer.
Unfortunately, waste and inefficiency are found throughout the
Federal Government. Only improved management and accountabil-
ity will begin to address these problems.

President Bush and his administration are to be strongly com-
mended for having made improving the efficiency and effectiveness
of Government a top priority. The President’s Management Agen-
da, which was unveiled in August 2001, targets five major areas of
Government that need well-focused attention: first, hiring and re-
taining a skilled, motivated Federal work force; eliminating the
Government’s pervasive inability to properly manage its money; en-
suring that Federal programs achieve effective results from their
massive investment of tax dollars; expanding electronic govern-
ment; and increasing public-private competition for commercial-
type Federal functions.

Building on the Government Performance and Results Act, an ex-
ecutive branch management scorecard was developed to evaluate
agencies’ performance in each of these five areas. The scorecard
uses a traffic light approach: green for success, yellow for mixed re-
sults, and red for unsatisfactory. The Office of Management and
Budget does the scoring. This is the second year that agencies have
been graded on each of these five areas. The initial agency scores
for fiscal year 2001 were predominantly red. In fiscal year 2002,
agencies were not only graded on their current status in imple-
menting these management initiatives, they were also graded on
their level of progress. Since last year, in the fiscal year 2002 re-
port, agencies’ status scores continue to show red results. However,
the agencies are making progress, as evidenced by the large num-
ber of agencies with green lights on their progress scorecards.

Today we will have several witnesses who are well versed on the
President’s Management Agenda and the progress that agencies
are making. We are honored to have one of our esteemed col-
leagues, Congressman Pete Sessions from Texas, who is the chair-
man of the Results Caucus. Congressman Sessions is joining us
today as our first witness and as a participant in the hearing. After
Mr. Sessions’ statement, we will proceed to our seated panel of wit-
nesses: Ms. Pat Dalton, Director of Strategic Issues at the General
Accounting Office; the Honorable Mr. McPherson, who is the Chief
Financial Officer at the Department of Agriculture and as a proud
Member of the Congress representing the 19th District, also a na-
tive of the 19th District of Pennsylvania, so I am especially glad
to have a fellow native 19th District resident here; the Honorable
Angela Styles, Administrator for Federal Procurement Policy at the
Office of Management and Budget; and, finally, Mr. Mark Forman,
Associate Director of Information Technology and E-Government at
the Office of Management and Budget. I certainly look forward to
hearing each of your testimonies here today.
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I also look forward to working with our distinguished ranking
member, Mr. Ed Towns, whose experience and insight will be very
valuable for this committee. I respect his deep involvement in the
community he serves and look forward to working closely with him
and all members of the committee.

[The prepared statement of Hon. Todd Russell Platts follows:]
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Mr. PLATTS. I now yield to the gentleman from New York, Mr.
Towns, for the purpose of making an opening statement.

Mr. TOWNS. Thank you very much, Mr. Chairman. Let me con-
gratulate you on being chosen to lead the subcommittee and thank
you for holding this hearing. I am looking forward to working with
you, and let me just say to you that in spite of the negative things
you heard about me, you should wait and let time answer that
question. Mr. Chairman, in spite of all the negative things you
heard about me, you should wait around and let time answer that
question. But, anyway on a serious note, there is a long history of
working together in a productive manner in this committee. I am
confident we will continue that tradition in this Congress.

Today’s hearing focuses on the President’s Management Agenda
to improve the performance and accountability in Federal Govern-
ment. Initiatives such as these have been going on for more than
50 years and have been undertaken by administrations of both po-
litical parties. This should come as no surprise because increasing
the efficiency of the Federal Government requires a sustained and
concerted effort. Additionally, it has not been a partisan issue.

While some of these efforts have been more successful than oth-
ers, they are all worthwhile. The public deserves a Government
that is effective and responsive.

Improving the management of the Federal Government may be
more critical now than ever before in the history of this country.
The impending retirement of a significant number of workers from
the Federal Government requires agencies to plan and forecast
their staff skills, needs, and competencies. The rise of global terror-
ism and the creation of the new Department of Homeland Security
require the Government to be focused on performance-based meas-
ures.

With that said, I do have some concerns, Mr. Chairman, with the
agenda. Although I do believe that we should look to the private
sector as a model to make the Government more efficient, we can-
not forget that the Federal Government is not a private business.
There are some distinctions that should not be eliminated. For ex-
ample, the Civil Service system has served this Nation well and it
should not be systematically dismantled.

Additionally, the President’s agenda would grade agencies on
their success in contracting out government jobs to the private sec-
tor. I oppose this objective. I think it is wrongheaded to measure
agencies in their ability to meet such a goal.

I look forward to hearing from today’s witnesses on the progress
the administration is making on its management agenda as well as
their response to some of the concerns that I have raised.

On that note, Mr. Chairman, I yield back, and I am eager to lis-
ten to the witnesses.

Mr. PLATTS. Thank you, Mr. Towns.
I would now like to welcome our esteemed colleague from Texas,

Mr. Pete Sessions. Mr. Sessions is a former member of the Govern-
ment Reform Committee and is currently chairman of the House
Results Caucus. The Results Caucus is comprised of eight members
who are dedicated to making the Government more fiscally respon-
sible and efficient. We are honored to have Mr. Sessions today as
both a witness and a participant in the hearing.
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We appreciate your joining us, and we welcome you now to pro-
ceed with your statement.

STATEMENT OF HON. PETE SESSIONS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

Mr. SESSIONS. Chairman, thank you so much. It is a great honor
for me to be with you at this important event today.

And for those people with longer tooths, and there are a good
number of them in the audience today, including Angela Styles and
Robert Shay, who have been a part of this process for a long time.

I want to say, Mr. Chairman, that I believe that you will be a
part of a legacy that was established by Chairman Horn, who,
years ago, when he undertook this task as subcommittee chairman,
began the process to deal with not only Government efficiency, but
also what I think was inherently good for employees of the Federal
Government, and that is to make their jobs better so that they
would find more enrichment in what they did, as well as pay. And
I think that Chairman Horn had that legacy.

One of the other things, Mr. Chairman, that he brought to the
table was the scorecard. The scorecard that we have before us
today is the one that is immediately to my left that is the newest
one that we are working from. And today, in particular today, what
I would like to do is to highlight at least one area, and that is if
we look at competitive outsourcing or competitive sourcing, as it is
called. As we look at that, you will see that it is entirely red on
the left side of the chart. This is as of the end of last year; it is
an internal rating; it is how each of the agencies are rated on the
kind of performance that they have had.

Without jumping all over people, I would like to say it is prob-
ably the toughest area. It is an area that there is not complete
agreement on, certainly not within the administration, nor within
Government employees who comprise not only the union, but other
governmental bodies.

What is important to look at is that we are seeing progress that
is being made, and this is one thing that Chairman Horn, through
this subcommittee and through other factors, put into play. We
want to find where we are moving from one color to the next, obvi-
ously from green to yellow, yellow to red. But you will see that on
this chart there are a good number of arrows which designate an
upward mobility and upward trend. I think today part of the focus
of this hearing is going to be about competitive sourcing, and it will
be important to hear what those witnesses who we have in front
of us will say.

The good part of this is that from the scorecard there has been
an 11 percent improvement since September 11, 2001, and that
means that the Government has had to become more efficient and
look at, inherently, those things that it should be doing, and I am
proud of that.

Also, I would like to note today that the private sector has really
been a huge part of this success; they have not only worked with
the Government and government employees, but they have worked
to find ways to solve problems that the Government has had, and
I think it has had, in a big sense, a way for the Government to
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work together with these outside industries to find success in what
they are doing.

Also, Mr. Chairman, I would like to note and also to ask unani-
mous consent that it would be accepted into the record an article
that appeared in the Washington Post, dated March 25, that talks
about more than one-third of Federal employees who took part in
a governmentwide survey said they were considering leaving their
jobs. And I think that should be something that should be part of
some discussion and certainly what this subcommittee would look
at, but I would ask unanimous consent that be accepted.

Mr. PLATTS. Without objection, it is accepted.
Mr. SESSIONS. Last, the things that I wanted to focus on today

that I believe have a lot to do with the success of this administra-
tion, a lot of it to do with Angela Styles. Angela Styles, as Adminis-
trator for Procurement Policy for the Bush administration, I believe
has been a part of a new A–76 process. And there are three things
in particular that I would like to highlight which I think that are
good, and that is that the new A–76 process will speed up competi-
tions. The current average today is about 3 years within DOD for
A–76s to be accepted, and there are new initiatives that will en-
courage agencies to take no more than 12 months to complete com-
petition. That is important because people don’t want to get into
a competitive circumstance if they do not know what the end result
would be for time.

No. 2, it makes government functions visible to the public. What
they are doing is that we are requiring the Government agencies
to now make public all the things that they wish to do when they
deal with commercial inventories and how they are dealing with
the circumstances to have commercial and competitive sourcing.

And, last, it implements the President’s Management Agenda.
And I believe that this President is well on target to understanding
Government efficiency and the things that in this new era Govern-
ment needs to do to assume its role so that the taxpayers of this
country and the people are well served.

With that said, Mr. Chairman, I want to thank you for the oppor-
tunity to be here with you today. I do intend to be here for a few
minutes and hear the testimony that comes forth. Thank you.

[The prepared statement of Hon. Pete Sessions follows:]
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Mr. PLATTS. Thank you, Mr. Sessions, for your statement and
again for joining us and giving your years of focus and experience
on the issues of Government efficiency and results. We certainly
look forward to continuing to work with you and all members of the
Results Caucus as we move forward this session.

I would like now to administer the oath to our witnesses and
would ask that each witness and anyone who might be advising
each of the witnesses during their testimony to stand, raise their
right hands, and take the oath together. We will then proceed to
the testimony.

[Witnesses sworn.]
Mr. PLATTS. Thank you. You may be seated. And the clerk will

note that all witnesses have affirmed the oath.
I would like to now proceed to the testimonies. Ms. Dalton, we

will begin with you, followed by Mr. McPherson, Ms. Styles, and
Mr. Forman. The subcommittee appreciates the substantive written
testimonies that each of the witnesses have submitted and we have
had the chance to review, and I would ask that each witness keep
their oral testimony to less than 5 minutes.

Before we begin, I would also like to recognize that we are de-
lighted to have Ms. Styles’ soon to be 4-year-old daughter Ellie here
with us today and, my understanding, getting to witness her moth-
er testifying for the first time.

Ms. STYLES. Thank you very much. She is here today in the back.
Or she was. She may have already had to leave.

Mr. PLATTS. Well, hopefully we didn’t scare her off. I will have
to do better and have my little 4-year-old girl Kelsey with me next
time so they can have a joint effort to be more entertained than
maybe hearing us speak. But we are delighted to have her with us.

Ms. STYLES. Thank you very much.
Mr. PLATTS. Ms. Dalton, if you would please proceed with your

testimony.

STATEMENTS OF PATRICIA A. DALTON, DIRECTOR, STRATE-
GIC ISSUES, U.S. GENERAL ACCOUNTING OFFICE; EDWARD
R. MCPHERSON, CHIEF FINANCIAL OFFICER, U.S. DEPART-
MENT OF AGRICULTURE; ANGELA B. STYLES, ADMINIS-
TRATOR FOR FEDERAL PROCUREMENT POLICY, OFFICE OF
MANAGEMENT AND BUDGET; AND MARK A. FORMAN, ASSO-
CIATE DIRECTOR, INFORMATION TECHNOLOGY AND E-GOV-
ERNMENT, OFFICE OF MANAGEMENT AND BUDGET

Ms. DALTON. Thank you, Mr. Chairman, Mr. Towns, Mr. Ses-
sions. It is a pleasure to be here today to discuss the continuing
progress in implementing the President’s Management Agenda.

There are clear links between the agenda’s initiatives in the
high-risk areas and major management challenges recently identi-
fied by GAO in our Performance and Accountability and High-Risk
Series. Many of these issues are complex and longstanding.

Overall, there has been continuing progress in implementing the
governmentwide initiatives. This progress, however, has been un-
even, and a continuing focus is needed to improve the management
and performance of the Federal Government and ensure proper ac-
countability. Further, it is important to recognize that fundamental
management practices and principles cannot be addressed in an
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isolated or piecemeal fashion, but must be addressed in an inte-
grated way.

Today, my statement will focus on the five crosscutting initia-
tives identified in the President’s agenda, and the next steps that
our work shows will be key to effectively enhancing the manage-
ment and performance of the Federal Government.

The first area in the agenda is strategic human capital manage-
ment. People are an agency’s most important asset, and strategic
human capital management should be the centerpiece of any seri-
ous change management initiative or any effort to transform the
cultures of government agencies. Considerable progress has been
made in this area since we designated it as a high-risk area in
2001. However, agencies continue to face challenges in leadership;
human capital planning; acquiring, developing, and retaining tal-
ent; and developing results-oriented cultures. It is important for
agency leaders to identify and make use of all appropriate adminis-
trative authorities available to them to manage their people both
effectively and equitably.

We recently reported on a set of practices that are key to the ef-
fective use of flexibilities. They include: plan strategically and
make targeted investments; ensure stakeholder input in developing
policies and procedures; educate managers and employees on the
availability and use of existing flexibilities; streamline and improve
administrative processes; build transparency and accountability
into the system; and change the organizational culture.

Another step in meeting the Government’s human capital chal-
lenges is for policymakers to continue to pursue legislative reforms
to give agencies additional tools and flexibilities to hire, manage,
and retain the human capital they need, particularly in critical oc-
cupations.

The second area in the President’s Management Agenda is budg-
et and performance integration. Performance-based budgeting could
help shift the focus of debate from inputs to outcomes and results,
enhancing the Government’s ability to gauge performance and as-
sess competing claims for scarce resources. More explicitly, infusing
performance information into resource allocation decisions is criti-
cal for further progress in government performance and manage-
ment.

Last year, OMB introduced a formal assessment tool into the de-
liberations: the PART, the Program Assessment Rating Tool. Po-
tentially, PART can complement the Results Act’s focus on increas-
ing the supply of credible performance information by promoting
the demand for this information in the budget formulation process.
Though progress has been made, improvements are still needed in
the quality of both performance and cost data. If Members of Con-
gress and the executive branch have better information about the
link between resources and results, they can make the tradeoffs
and choices cognizant of the many and often competing claims on
the Federal budget.

Improving financial performance is a third area in the agenda.
This initiative, to improve financial performance, is aimed at en-
suring that Federal financial systems produce accurate and timely
information to support operating, budget, and policy decisions. It
focuses on key issues such as data reliability, clean financial state-
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ment audit opinions, and effective financial management systems
and internal control. Though significant progress has been made,
we have pointed out that the Federal Government is a long way
from successfully implementing the statutory reforms that Con-
gress enacted during the 1990’s.

Widespread financial management system weaknesses, poor rec-
ordkeeping and documentation, weak internal controls, and lack of
information have prevented the Government from having all the
cost information needed to effectively and efficiently manage its op-
erations. Steps need to be taken to continuously improve internal
controls in the underlying financial and management information
systems to ensure quality data.

Expanded electronic government is the fourth area in the agen-
da. It offers many opportunities to better serve the public, make
Government more efficient and effective, and reduce cost. Though
many of the initiatives are showing tangible results, progress has
been uneven. Our review of planning documents from the e-govern-
ment initiatives have found important aspects, such as collabora-
tion and a focus on identifying customer needs, that need to be bet-
ter incorporated into the plans. We have made a number of rec-
ommendations on improving these efforts to the Director of OMB.
Also, adequate security and privacy protection must be built into
the initiatives.

The final area of the President’s Management Agenda, competi-
tive sourcing, is an area where the administration has committed
to simplifying and improving the procedures for evaluating public
and private sources. As has been noted here, the OMB has just pro-
posed changes to Circular A–76. The proposed circular is consistent
with many of the sourcing principles and recommendations adopted
by the Commercial Activities Panel that was chaired by the Comp-
troller General. The proposal should promote sourcing decisions
that reflect the best overall value to the agencies, rather than just
the lowest cost. There are several areas, however, where the pro-
posed revisions to the circular were not consistent with the prin-
ciples or recommendations of the panel. Specifically, these include
the absence of a link between sourcing policy and agencies’ mis-
sions, unnecessarily complicated source selection procedures, and
certain unrealistic time-frames and insufficient guidance on cal-
culating savings.

In conclusion, my testimony today has highlighted that serious
and disciplined efforts are needed to improve the management and
performance of Federal agencies and to ensure accountability.

Mr. Chairman, thank you for the opportunity to participate in to-
day’s hearing, and I welcome any questions.

[The prepared statement of Ms. Dalton follows:]
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Mr. PLATTS. Thank you, Ms. Dalton, for your testimony.
And before we proceed with Mr. McPherson, I would just like to

recognize that our subcommittee vice chairwoman, the honorable
lady from Tennessee, Ms. Blackburn, has joined us. Thanks for
being with us.

Mr. McPherson, the floor is yours.
Mr. MCPHERSON. Mr. Chairman, members of the subcommittee,

thank you for the opportunity to represent this administration in
discussing results of the Financial Management Initiative of Presi-
dent Bush’s Management Agenda.

I am particularly honored to appear before Chairman Platts’ Sub-
committee on Government Efficiency and Financial Management,
as I was raised in your district, in Gettysburg, PA, where we still
have our family home built there by my great-grandfather 130
years ago.

My remarks today focus on two elements. First, let us look brief-
ly at selected results thus far of the President’s Financial Manage-
ment Initiative across the Federal Government. Second, I will de-
scribe the valuable results we have achieved at the Department of
Agriculture as a way of providing the subcommittee with a prac-
tical sense of what is possible in financial management for the ben-
efit of the American taxpayer.

As the members of this subcommittee know, the President has
made improving financial performance a key initiative of his man-
agement agenda. To give just a few examples of our progress gov-
ernmentwide, 21 of the Government’s 24 Chief Financial Officer
Act agencies received clean opinions on their audited financial
statements. The Department of Education, FEMA, and NASA re-
claimed the clean audits they had recently lost. The Department of
the Treasury and the Social Security Administration produced au-
dited financial statements by November 15, implementing 2 years
early the administration’s goal to have audited financial state-
ments 45 days after the end of the fiscal year. The Departments
of Energy and Labor have improved their status scores and the De-
partment of Energy successfully addressed major management
challenges identified in its most recent performance and account-
ability report. Labor has addressed problems with its financial
management systems and is aggressively working to reduce erro-
neous Unemployment Insurance payments.

We are by no means out of the woods, Mr. Chairman. The De-
partment of Defense is still unable to produce audited financial
statements, and the Small Business Administration’s status dete-
riorated because its auditor found inconsistencies between the
budget and accounting for asset sales.

Now let us focus on the valuable results at the Department of
Agriculture simply as a way of providing the subcommittee with a
practical sense of what is possible in financial management to the
benefit of the American taxpayer.

As context, at the Department of Agriculture, I am responsible
for the financial leadership of an enterprise that, were it a private
company, would be one of the largest companies in the United
States. With $72 billion in annual spending, 112,705 full-time
equivalent staff years, and $123 billion in assets, the Department
of Agriculture is exceeded generally in size only by four companies:
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General Motors, Ford, Exxon, and Wal-Mart. So we are about the
same size, roughly, and in diversity of lines of business as General
Electric.

In addition, through our National Finance Center in New Orle-
ans, LA, we operate an item processing and recordkeeping service
in executing payroll for one-third of all Federal employees and pro-
viding administrative services for more than 120 government enti-
ties, including the Thrift Savings Plan that has 3 million partici-
pants with $100 billion in investment assets. Last year alone, the
National Finance Center processed $26 billion in payroll disburse-
ments and $12 billion of retirement plan contributions.

Here is a description of what is possible to achieve in financial
management. The Department of Agriculture, and all of its agen-
cies, including the Forest Service, for the first time received un-
qualified or ‘‘clean’’ opinions on annual financial audits from the
Office of the Inspector General in fiscal year 2002. In all previous
audits, the Office of the Inspector General was unable to express
any opinion on USDA’s consolidated financial statements because
the value of assets, liabilities, budgetary resources, net costs and
related items could not be determined. In short, Agriculture, one of
the largest enterprises in America, had never before produced time-
ly financial statements free of significant errors or misstatements
in its entire 140-year history.

With slightly more than a year’s worth of work, the Department
of Agriculture and all its agencies for the first time received a clean
opinion in fiscal year 2002. This valuable breakthrough was
achieved using existing taxpayer funding by skilled career govern-
ment executives and dedicated associates already in place. Specific
results that led to our achieving sufficient internal control and data
integrity to merit a clean audit opinion include the following items:
massive revamping of business, financial management and ac-
counting processes, and completing the installation of a standard
general accounting system requiring 17 major conversions; deter-
mining the program cost or present value cash-flows of $100 billion
in loans; reconciling accurately and timely over $100 billion in an-
nual cash receipts and disbursements in 393 Treasury accounts;
transforming the Forest Service financial management activities ef-
fectively; correcting accounting deficiencies on $10 billion of real
and personal property; implementing a unified corporate controller
organization that integrates accountability for financial manage-
ment processes and systems throughout USDA; and reducing the
number of material deficiencies by more than 40 percent, a note-
worthy achievement that reflects an environment of improving in-
ternal control.

Meanwhile, our associates in New Orleans, LA, at the National
Finance Center, which is a strategic Federal asset within USDA
with over 4 million customers, also achieved valuable results in fi-
nancial management. Specifically, the Office of Personnel Manage-
ment and the Office of Management and Budget selected the Na-
tional Finance Center to serve as one of the Government’s payroll
providers under the President’s e-Payroll initiative to consolidate
Federal payroll functions. The National Finance Center became one
of four government Inaugural Agencies receiving certification to de-
liver trusted, secure electronic transactions through a public key
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infrastructure encryption system. Public key infrastructure is an
important global competitive advantage in the conduct of electronic
commerce. The National Finance Center integrated members of the
uniformed services into the Thrift Savings Plan System in fiscal
year 2002. To date, over 300,000 members of the uniformed serv-
ices have enrolled in the Thrift Savings Plan. The National Finance
Center developed the Centralized Enrollment Clearing House Sys-
tem to match and reconcile over 32 million insurance carrier and
enrollee records annually for 4 million participants in the Office of
Personnel Management’s Federal Employees Health Benefits plan.

We have also taken effective financial management actions to im-
prove our lending for farmers, housing and rural development in
terms of transaction approval, portfolio management, and debt col-
lection. At the end of fiscal year 2002, USDA had approximately
$100 billion in loans and $29 billion in credit guarantees, or a total
of $129 billion of credit risk, about 32 percent of the entire debt
owed to the Federal Government.

USDA’s problem credit at the end of last year totaled $14.5 bil-
lion, consisting of $8.3 billion of non-performing assets, $4.9 billion
of defaulted guarantees that have been restructured, and $1.3 bil-
lion of gross charge-offs in fiscal year 2002.

About $10.5 billion of this $14.5 billion relates to international
sovereign risk credit in the Commodity Credit Corporation, leaving
$4 billion in domestic credit that is combined from Farm Service
Agency and Rural Development.

Importantly, during 2002, USDA collected $945 million of delin-
quent debt, $682 million through agencies using our internal tools,
and $263 million through the Department of Treasury’s Adminis-
trative Offset Program and other Debt Collection Improvement Act
techniques. In fiscal year 2002 USDA referred to the Treasury Off-
set Program 98 percent of the $1.4 billion of eligible delinquent re-
ceivables and 96 percent of the $364 million of loans eligible for
cross-servicing compared to only 14 percent in the prior year.

Our lending agencies are focused on managing these loan port-
folios effectively, including reviewing transaction approval proc-
esses, loan systems, collateral management, and evaluating the pi-
loting of loan sales.

In summary, I have seen during the past 18 months that bu-
reaucracies produce results with leaders who instill laser-like clar-
ity of ownership, or individual accountability. Ultimately, people
are the only source of a sustainable competitive advantage, and I
believe in people. In most every instance that I have cited today,
one person with courage led valuable change by substituting new
successes in place of rhetoric or business as usual. I assure you,
Mr. Chairman and members of the subcommittee, that the people
who produced these results are honored to serve the American tax-
payer and will continue to do so as part of President Bush’s Man-
agement Agenda.

[The prepared statement of Mr. McPherson follows:]
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Mr. PLATTS. Thank you, Mr. McPherson, for your testimony.
And before we proceed, I was challenged and restrained in cut-

ting a fellow native 19th District resident off on the time limit, but
if we can try to stay to our 5 minutes, and then we can have more
time to get into questions, that would be great.

You may proceed.
Ms. STYLES. Chairman Platts, Congressman Towns, Congress-

man Sessions, and members of the subcommittee, I am pleased to
have this opportunity to discuss competitive sourcing and our pro-
posed changes to OMB Circular A–76.

As most of you know, competitive sourcing is a governmentwide
initiative to encourage competition for the performance of govern-
ment activities that are commercial in nature. Using OMB Circular
A–76, departments and agencies have been asked to ‘‘determine
whether commercial activities should be performed under contract
with commercial sources or in-house using Government facilities
and personnel.’’ Competitive sourcing is a means to an end, with
the means being public-private competition and the end being bet-
ter management of our Government, better service for our citizens,
and lower costs for our taxpayers.

I cannot emphasize enough that competitive sourcing is not
about outsourcing; nor is it about downsizing the work force. Rath-
er, competitive sourcing is about creating incentives and opportuni-
ties for efficiency and innovation through competition. No one in
this administration cares who wins a public-private competition.
But we care very much that government service is provided by
those best able to do so in terms of cost and quality, be that the
private sector or the Government itself.

After nearly 2 years of hard work with the agencies, I am
pleased to see a large number of our Federal managers accepting
this difficult challenge. They are, for the first time, building an in-
frastructure for and institutionalizing public-private competition.
For example, the Department of Veterans Affairs is opening up
52,000 positions to competition over the next 5 years, initiating
studies of 25,000 of them in 2003 alone. At the Federal Aviation
Administration, 2,700 Federal flight services personnel are partici-
pating in a public-private competition across the country. Similarly,
the Department of Energy has started public-private competition
for a variety of functions, such as computer personnel, graphic de-
signers, and financial services personnel, at locations nationwide.

Despite our progress, overall use of competitive sourcing remains
weak. This is not surprising when considering that the current
processes governing sourcing decisions are time-consuming and un-
necessarily complicated. We are committed to improving how agen-
cies determine whether commercial activities will be performed by
the public or private sector.

Last November, we proposed major changes to this process, OMB
Circular A–76, including changes to help agencies more easily dis-
tinguish between commercial and inherently governmental activi-
ties; making processes simpler and easier to understand, using the
well-tested practices in the Federal Acquisition Regulation; more
fully accommodating a program’s need for best value and innova-
tion, while still requiring cost to remain a factor in all competitions
and the deciding factor in many competitions. We also are commit-
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ted to ensuring that sourcing decisions are made in real time by
imposing deadlines that would reduce the cycle time from the cur-
rent delay-plagued 3 years that Congressman Sessions mentioned,
to an average of 1 year, 12 months.

We have been working aggressively to consider the more than
700 comments that were submitted on the proposed rule. In analyz-
ing the public comments, we are keeping a keen eye for areas
where the processes and results may fall short of expectations.

We are aiming to complete our review of the public comments
shortly so that agencies may take advantage of a transformed proc-
ess.

In conclusion, we are asking Federal agencies to reconsider how
they accomplish their missions. We are also asking them to test as-
sumptions about the best provider through the competitive process.
Competitive sourcing is laying the groundwork for improved mis-
sion performance with quality service at the lowest possible cost.

Like any other effort that seeks to fundamentally transform the
way we do business, this initiative has its challenges. But if we are
steadfast in our commitment to competition, which lies at the heart
of competitive sourcing, we will no doubt deliver the quality service
that our taxpayers deserve.

That concludes my prepared remarks.
[The prepared statement of Ms. Styles follows:]

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00073 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



70

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00074 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



71

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00075 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



72

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00076 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



73

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00077 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



74

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00078 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



75

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00079 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



76

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00080 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



77

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00081 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



78

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00082 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



79

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00083 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



80

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00084 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



81

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00085 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



82

VerDate 11-MAY-2000 11:58 Sep 17, 2003 Jkt 000000 PO 00000 Frm 00086 Fmt 6633 Sfmt 6633 D:\DOCS\89242.TXT HGOVREF1 PsN: HGOVREF1



83

Mr. PLATTS. Thank you, Ms. Styles.
Mr. Forman.
Mr. FORMAN. Chairman Platts, Mr. Sessions, and members of the

committee, thank you for holding this important hearing today.
The vision for the President’s Expanding Electronic Government

Initiative is an order of magnitude improvement in the efficiency
and effectiveness of Government operations. The initiative is al-
ready providing enhanced services directly to the citizens over the
Internet and improving the management of the Government’s al-
most $59 billion investment in information technology. This invest-
ment continues to make the Federal Government the largest buyer
of IT in the world, and agencies are deriving better value from that
spending. You know, it is said that IT, information technology,
spending does not automatically provide good management, but
there is no question in today’s environment of e-business, you can-
not have good management without technology. Indeed, more effec-
tive use of information technology will improve the Government’s
overall performance. This is occurring within agencies by re-engi-
neering their operations to support their missions more effectively
and improve their own infrastructure, and it is also occurring
across agencies by simplifying and unifying activities of the Gov-
ernment around the needs of citizen.

Mr. Chairman, I would like to talk a little bit about the elements
of the scorecard. We have very simple criteria, and they are docu-
mented in the President’s performance chapter of the budget. And
I want to make that very clear because they are well embedded in
the law of e-government strategy that we produced a year ago.

First of all, we grade agencies on their status and their progress
with respect to two requirements of the Clinger-Cohen Act. First,
do they have a decent enterprise architect and, second, are they
using business cases and a capital planning and investment control
process. The explicit criteria in the score is whether or not they
have 100 percent of their major IT investments with a solid busi-
ness case. And I will talk a little bit more about what we look for
in a solid business case. That is directly out of the Clinger-Cohen
Act. If you are less than 50 percent, you get a ‘‘red’’; if you are be-
tween 50 and 100 percent, you get a ‘‘yellow.’’ It is quite that sim-
ple.

The second area is IT program management that we grade on.
Are the agencies running greater than 10 percent cost schedule or
performance overruns. Again, this is well embedded in the law di-
rectly out of the Federal Acquisition Streamlining Act [FASA], Title
V. So if agency IT projects have cost overruns greater than 30 per-
cent, the agency gets a ‘‘red’’; if they have cost overruns, schedule
overruns, or performance shortfalls less than 10 percent, they get
a ‘‘green’’; and if it is in between, they are ‘‘yellow.’’

Last, one of the key elements that we grade agencies on is how
well they are doing in securities. It is required in the business case.
This was established under Clinger-Cohen; the Computer Security
Act of 1987; the Government Information Security Reform Act of
1998; and most recently the Federal Information Security Manage-
ment Act that passed out of this committee and was enacted into
law, signed by the President last December.
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Under the process that we have set forth, each agency has a list-
ing of their gaps that is validated by inspectors general audits, and
there is a plan of action and milestones established for each depart-
ment. We track progress quarterly, and the status, obviously. We
will be submitting more substantial detail on that in our report to
Congress from the Director of OMB in the next couple weeks or so.

The other element of the scorecard is whether or not the agencies
are participating in cross-agency solutions. We know we have lots
of redundancies in the way agencies buy their information tech-
nology, but the truth is the Federal Government cannot be agency-
centered and citizen-centered when we move onto the Web; and the
President recognized this. He focuses on teamwork and the mes-
sages and guidance that has been sent out to the agency. But at
the heart of the President’s Management Agenda is this notion that
we have to become citizen-centered, not agency-centered.

So the scorecard for e-government requires that agencies be in-
volved jointly in three out of the four citizen-centered groupings:
government to citizen; government to business; government to gov-
ernment, this important work with State and local governments
who deliver directly so many of the services; and then, finally, how
we take care of our own employees, the internal efficiency and ef-
fectiveness.

To get to ‘‘green,’’ agencies have to be participating in three of
those areas in developing the solutions, as opposed to doing their
own siloed approach. If they are involved in one or less, they are
‘‘red’’; two, obviously they are ‘‘yellow.’’ It is quite that simple. It
is not subjective, it is a very objective-based scoring to get to that
score.

But as a result, we are seeing substantial progress. Nineteen of
these 24 cross-agency initiatives have had key deployments, and
that continues. But perhaps most importantly, we deployed quite
a few initiatives in January this year, and I have recently received
the data. We are No. 4 of all the use of the Web, the Federal Gov-
ernment, in relation between our transactions with the business
community. Almost 50 percent of all businesses are on line inter-
acting with us. With citizens we are No. 6.

So the scorecard and the focus on joint work is working, as well
as the progress as displayed on the chart that Mr. Sessions re-
ferred to showing progress by the agencies.

Thank you.
Mr. PLATTS. Thank you, Mr. Forman.
And to all of our witnesses, we appreciate your testimony. With

this hearing and future hearings, I certainly encourage all mem-
bers of the subcommittee to participate with questions, and we will
follow the 5-minute rule for questioning the panel with each mem-
ber who wishes to ask questions, having the opportunity to ques-
tion the panel for 5 minutes. And certainly after each member has
had that opportunity, if we have additional rounds of questions to
accommodate members, we will be glad to continue.

So I believe I will begin my initial 5 minute period, Ms. Dalton,
with you. In your testimony you provided, both here in person and
in your written testimony, you have talked about GAO working
closely with OMB and the lead agencies in kind of reviewing the
standards of success. But it is my understanding that while you
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have seen some of the general criteria for standards of success, you
have not had the opportunity to review some of the more specific
criteria with OMB. Is there an ongoing dialog between you and
OMB about having access to that? And if so, where do we stand?

Ms. DALTON. Well, I think the issue really is transparency in the
whole process, because that provides credibility to what we are
looking at. We clearly have seen the standards in that they are
published in the budget. What we haven’t seen is some of the evi-
dence in terms of what OMB is making their decisions on. But
there is information that has been published, and I think the point
that needs to be emphasized in this whole area is what the infor-
mation is showing, you know, is it demonstrating concerted efforts
by the agencies to address these management challenges; is there
leadership by OMB and the central agencies in making progress;
and then is there support through oversight in terms of looking
how the progress is being obtained. If you have transparency in in-
formation on how the decisions are being made, you have a basis
for looking at that. As I said, OMB has identified some baseline in-
formation, they have published criteria, and they clearly are as-
sessing progress. Those are very important points.

From the General Accounting Office’s standpoint, we are assess-
ing progress by comparing agency information with models that we
have out, guidelines that we have published, as well as with the
information that is in the public domain. We have developed best
practices in terms of many of these areas that can be found in our
published documents. As I said, transparency is going to be critical
so that Congress can provide the desired oversight.

Mr. PLATTS. I certainly share that belief, as we are trying to
make Government more efficient, that all Members of Congress
and the public at large, the more we know, the more helpful every-
body could be to that effort.

Ms. DALTON. Right.
Mr. PLATTS. Ms. Styles and Mr. Forman, is there additional de-

tail or more specifics that OMB could share that would allow GAO
to have maybe a more in-depth understanding of the review proc-
ess?

Ms. STYLES. Well, we have extensive information that was pub-
lished in the budget and is backed up on our Web site, particularly
for the PART, the Program Assessment Rating Tool. We have ex-
tensive background information that is available. We have had an
ongoing dialog with GAO; they actually helped prepare the criteria
in two of these areas. We do not have a current request. I mean,
we certainly are very happy to work with GAO, but this is, quite
frankly, the first that we have heard of this, in the testimony. We
have 24 ongoing requests for information from GAO in-house right
now, seven of which we received in the past 10 days.

So I would submit that we are working extensively with them in
many areas. We are more than happy to continue working with
them in this area; we just need to know the specifics of the infor-
mation they are looking for, because we believe we have a signifi-
cant amount of transparency and information that is available on
this on our Web site right now.

Mr. PLATTS. Well, hopefully if there are more specifics that you
believe you aren’t having, you haven’t been given access to, that re-
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quest could be made; and it sounds like we will have a very recep-
tive ear at OMB.

Ms. STYLES. Absolutely.
Mr. PLATTS. Thank you.
I am going to now yield to Mr. Towns to allow him to begin his

questioning.
Mr. TOWNS. Thank you very much, Mr. Chairman.
Let me begin with you, Ms. Styles. Today’s Washington Post has

an article about a survey of Federal workers, which Mr. Sessions,
I think, alluded to. It indicates that a little over one-third of the
Federal workers are considering leaving the Federal work force. To
me, that is an indication that, first of all, the moral is low. I think
one of the reasons for that low moral may well be the outsourcing
initiative that you are running out of OMB, telling a large portion
of the Federal work force that the jobs are in danger of being elimi-
nated, and the private sector is being brought in.

I am just wondering is this a good way to approach the problem?
We are worried about too many retirements. I think you are en-
couraging them. What are your thoughts on this?

Ms. STYLES. Well, I don’t accept the proposition that competitive
sourcing is demoralizing to our work force. I have seen many good,
and some bad, examples of competitive sourcing. When it is run
right and when it is managed well, it infuses our work force with
pride; they become innovative, they become competitive, they be-
come more efficient, and they beat the private sector. One of the
best examples, the President just gave an award to Offutt Air
Force Base, where they organized, they put together a competitive
bid, and they won the competitive sourcing. It couldn’t be a better
example of our work force winning and being proud of what they
are doing.

Certainly there are examples that haven’t gone as well. What we
are focusing on is managing better, making sure that our work
force can compete, that they are trained, that they have the re-
sources, and that they can put forward a competitive bid, because
in the end we are all going to win if we have a work force that can
compete and can put together a bid that is on par with the private
sector.

Mr. TOWNS. Let me ask you, Ms. Styles, direct conversion of
functions from Federal employees to the private sector is one way
in which agencies can meet their competitive sourcing quotas. In
a recent Senate hearing you made the statement that agencies over
the last 2 years have made decisions directly convert that have not
been in the interest of the taxpayers. Would you please explain
what you mean when you say that?

Ms. STYLES. I am not sure that is an exact quote from the hear-
ing. I stated that I am concerned, as well as other people at OMB,
that agencies could be motivated to make a direct conversion under
the current circular that would be based on something other than
lowest cost or best value for the agency. When a function is less
than 10 people, the current circular allows departments or agencies
to directly convert that work to private sector performance on a de-
cision that it is a fair and reasonable cost.

We would like, and we are considering for the final circular, to
put in place some additional criteria.
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Mr. TOWNS. Like what?
Ms. STYLES. Pardon?
Mr. TOWNS. Could you give us some indication of what you plan

to put in, I mean, some idea? You don’t have to be specific, but gen-
erally what you plan to put in.

Ms. STYLES. Sure. We are trying right now, although no final de-
cisions have been made, to formulate criteria that would ensure
that agencies are making a cost-effective determination; that they
take a look at what the capacity of the Federal work force is; that
they do up-front planning, management assessment and evalua-
tion; and that they look and see what are potential private sector
costs and compare that to the public sector costs before they make
a determination to send any work out the door. I think what we
are looking at instead of a direct conversion process is one that has
a streamlined competition process in almost every instance, but one
that would give significant flexibility to the agencies to do that as
they would deem appropriate, and to give them the flexibility to
manage their agencies as they would deem appropriate when we
are dealing with smaller functions.

Mr. PLATTS. If the ranking member would yield, we will come
back to you.

Mr. TOWNS. I would be delighted to, yes.
Mr. PLATTS. I would like to recognize Mr. Sessions.
Mr. SESSIONS. Thank you, Mr. Chairman. I have two quick ques-

tions, if I could, one for the gentlewoman from GAO, Ms. Dalton.
Can you please characterize the work that you are doing cur-

rently with SBA? It was mentioned that they did not get a clean
audit.

Ms. DALTON. Yes, they haven’t had a clean audit. There are some
issues there. I don’t have all the specifics on the SBA situation; we
can provide that for you.

Mr. SESSIONS. Good. If you could please provide some sort of
written feedback from your perspective to the chairman of this
committee and to this member, and to the gentleman Mr. Towns,
I would appreciate it, and myself.

Ms. DALTON. Yes.
Mr. SESSIONS. Second question I had, chairman, really deals with

Mrs. Styles.
And, by the way, congratulations on your daughter, who seems

to successfully be in the room. That is pretty good. I don’t know
whether she is still here or not, but she was. I don’t think my 4-
year-old could have done that at all.

Ms. STYLES. And she didn’t disrupt the hearing. That was good.
Mr. SESSIONS. Well, he would have insisted on coming up and

sitting with me.
The question I have is related to this streamlining and this A–

76 process. I am interested in your feedback from a Pentagon per-
spective. The Pentagon is what I would call the behemoth of the
processes that go on, and I am interested in the feedback from a
professional aspect that you see in that relationship.

Ms. STYLES. I have an excellent relationship with the Depart-
ment of Defense in examining these issues. They have been an un-
paralleled resource in really looking at what works and what
doesn’t work. They have sat down with me for literally weeks at
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a time to assess the draft circular that we sent out and to help us
in building a final circular that will work not only for the Depart-
ment of Defense, but for the civilian agencies as well. I think they
are very happy with where we are with the circular right now. I
think they believe that they can improve their processes using this
new circular, and extensively, dramatically, I think, improve their
processes under this new circular.

Mr. SESSIONS. So it sounds like that the interaction has been
successful, that they are agreeing with and have provided informa-
tion and feedback to you and are excited about using this process.

Ms. STYLES. Absolutely. They have brought in people from all
over the country that have dealt with the A–76 process, and De-
fense has been doing this for a long time, but they brought in peo-
ple from all over the country to help me, specifically, in rewriting
the circular and understanding the management problems that
they have had in specific and varied instances.

Mr. SESSIONS. The last question I have, chairman, deals with
homeland security, and I would direct that to anyone on the panel
who chooses to respond. I will first go to Ms. Styles for the initial
response.

Homeland security has become perhaps the most important ele-
ment of our Government. What do you see as the challenges that
this subcommittee needs to look at in terms of a movement be-
tween employees, material, those things that inherently might shift
and move to where we don’t lose assets, resources, people; anything
that might be contained on this chart. If you would characterize
that. And if you need to tell us you don’t know, that would be fine,
but I am interested in anyone on the panel address that either here
or in a followup with a letter, specifically related to changes, trans-
fers within agencies as they move to homeland security and those
things, and the impact that you see from the performance meas-
ures that might be on this board.

Ms. STYLES. I have a brief comment on it, although I think we
can answer it more extensively for the record. I think when we deal
with competitive sourcing, people sometimes presume that the
homeland securities aren’t taken into consideration when we have
private contractors doing activities. And I would like to point out
that we have private contractors, whether that is Lockheed Martin
or Boeing, making some of our most advanced military technology
with the highest level of security clearances in secured facilities. So
we have, at least since World War II, trusted our contractors with
very sensitive information related to homeland security, and I
think that we have to realize that we are going to continue to trust
our contractors with that type of information.

Mr. SESSIONS. Chairman, I would ask that if any of the other
witnesses do have any information that they would like to provide
in writing, I would be interested in that. I think it is a precursor
to this subcommittee understanding the challenges that are ahead
in a massive reorganization for the Government, and I appreciate
the gentleman’s time and I thank each of the witnesses.

Mr. PLATTS. The Chair thanks the gentleman and certainly will
share with Mr. Sessions and all members of the committee any fol-
lowup information that can be provided, whether it be on the SBA
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question or homeland security. We preaccept your following up
with us in that manner.

Also on the issue of the Small Business Administration, we do
plan a hearing in May focusing specifically on SBA and the chal-
lenges they seem to be having.

Ms. DALTON. Mr. Platts, I would like to just add, on the home-
land security questions, that the General Accounting Office has
identified the implementation and transformation of the depart-
ment as a high-risk area; it is one of our newest high-risk areas,
and we have listed a number of things that need to be done in
order to effectively implement the department, including develop-
ing a long-term implementation plan that will cover the full trans-
formation period, effective human capital strategies, and a number
of other items; and we do have a report out on that issue.

Mr. SESSIONS. Chairman, I would like to thank the gentlewoman.
I would be very interested in this subcommittee staying involved
in that also. I know the administration pays attention to what you
have to say, but this Congress needs to know those issues too, and
I thank you.

Mr. PLATTS. Thank you again, Mr. Sessions, for your participa-
tion and, again, your work with the Results Caucus.

We have a vote in about 13 minutes, so I am going to try to push
through so we can hopefully get a few more questions in, and know
that you all have busy schedules and try to squeeze as many in be-
fore we run over for the vote, and then for any additional com-
ments that you want to share as followup in writing, but not to
keep you waiting there while we go over to vote.

Mr. McPherson, if I could turn to you and your efforts, certainly,
a very commendable 18 months at USDA and the turnaround we
have seen there. If you could touch on a two-part question. One is,
as you referenced, you are dealing with the people you have there.
And as I always sound proud to be a public servant, I don’t look
at government service as a bad thing, I look at it as a good. You
spoke very favorably about the department employees and how you
have been able to motivate them, and if you could share some of
the secrets of your success in motivating USDA employees to take
on this financial challenge.

And then also some of the specific tools. You referenced both the
Debt Collection Improvement Act, but also some internal changes
or tools you have used. If you could expand on what those internal
tools are and how we can hope to see them replicated elsewhere.

Mr. MCPHERSON. Thank you very much. I would say that I lis-
tened, first, carefully to what was important to the program man-
agers, that is, the Under Secretaries and the agency heads first to
understand the view of the challenge on this financial management
issue from their perspective. Second, I would say we developed a
very clear and consistent message, that is, we do focus on results
and we encourage people to act and behave as owners and take full
responsibility for these tasks. We operate at a constructively ag-
gressive pace to get to the essence of a solution and improve, and
we really do value the leadership and talent.

So how we have taken that message, it begins with Secretary
Veneman and my associates in the subcabinet level, people like
J.B. Penn, Mark Ray, Eric Bost. I have become very close with the
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agency heads, particularly when we are working with areas like
Forest Service and Dale Bosworth. We have a number of structured
mechanisms to include monthly communications with the chief fi-
nancial officers of these agencies, but we are just a meritocracy, an
apolitical meritocracy in the financial management, and so we are
very focused on results, and I think that is satisfying to people.

As to the techniques on the debt collection, the context here is
those are very valuable results because the numbers are so large,
and I think it was a case of using what was available to us in our
own internal tools. We have made some system enhancements in
the Farm Service Agency and Rural Development dealing with the
ability to get on top of the credits, track collateral. But it really is
just basic good banking, effective banking, where the people know
the customers, credit, collateral, cash-flow, and are exercising the
stewardship with the cash to get effective public policy outcomes.
Their mission is a little different, obviously, than a commercial
lender, but it is a lot of just basic techniques to do a good job.

Mr. PLATTS. Well, your numbers certainly speak well of the ef-
forts. And if there are specific things and a way we could further
enhance the Debt Collection Act that would allow you to continue
that success and expand it, and if there are specific tools that you
reference that are internal that you would be able to share with
us, and we certainly would be glad to share with others that we
will be meeting with, like SBA, who aren’t having maybe the same
financial success as USDA is now showing, we would welcome
them.

Mr. Towns.
Mr. TOWNS. Just a quick question to Mrs. Dalton.
In your written statement you indicated that the current budget

does not always help us to consider the long-term costs associated
with some activities that commit the Government to future spend-
ing. First of all, what do you mean by that, and what are some of
these activities and what should we do to actually get more com-
plete information to be able to make a decision?

Ms. DALTON. What I was referring to, Mr. Towns, is that many
of the activities of the Government have a long gestation period,
and the budget deals with, by its nature, 1-year increments, and
at times where there is a long-term investment decision, you are
only seeing that 1-year piece. It is important to see the full life-
cycle of what the investment entails. A more ready example would
be probably weapons systems acquisition, where it is going to take
5 to 10 years to develop a good system. Well, when you look at gov-
ernment activities and government programs, oftentimes it takes a
long period to see results; it takes regular investments over that
period, and it is important to see that.

And through the oversight process I think Congress can be better
informed by looking at the performance goals for a particular activ-
ity; looking at them through—not just for the current year—but
looking out 2, 3, 4, and 5 years. When you look at an agency’s stra-
tegic plan, it is looking at those long-term goals. And there needs
to be associated costs, what are the resources that are going to be
committed to those goals, and seeing that progression also is im-
portant so that the Congress can make a more informed decision
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as to what we are buying and what services the American people
are going to be receiving.

Mr. TOWNS. Thank you very much.
Let me just ask a general question, other than Ms. Styles; we

have heard her on this issue.
Outsourcing, of course, and morale. Is there a correlation? Any-

one want to make a comment on that very briefly? Outsourcing and
morale.

Mr. MCPHERSON. Let me offer a thought for your consideration,
Congressman. The purpose, to me, of competitive sourcing is to cre-
ate better enterprises and better jobs for people, and competitive
sourcing is really a how to do that as a choice. So over time I would
hope that what was learned in industry in the last decade, in terms
of alliances, partnerships, teaming, joint ventures, the ability to at-
tract the best available talent on demand to perform a mission are
all attractive ways to make better enterprises, more of an open ar-
chitecture, if you will.

In our own instance, I mentioned the competitive sourcing com-
petition on the payroll. We competed 288 jobs in Louisiana as part
of a very rigorous and purposeful competition to be a payroll pro-
vider. To date, that is the largest competitive sourcing transaction
at the Department of Agriculture. And in this instance Government
won, we won. More to come as that process continues. But it just
shows the effectiveness, I think, of people, career people and cul-
tures of can-do, that can do results.

So those are some overarching thoughts that I have observed in
the time that I have served in the Federal Government.

Mr. TOWNS. Thank you very much, Mr. Chairman.
Mr. PLATTS. Thank you, Mr. Towns.
I am going to squeeze in. I am always running for these votes,

trying to be in all these places as once.
But a followup, Mr. McPherson, on some of the things you high-

lighted that allow you to achieve success. Is there anything in par-
ticular that is your greatest obstacle to changing the mind-set,
changing the financial accountability of our Federal Government
agencies?

Mr. MCPHERSON. This is my first time of serving at the Federal
level. I experienced no significant barriers. One that we have had
to break through was an amount of deferred work, work that had
been accumulated over a number of years, whether it dealt with in-
adequate computer systems, I mentioned 17 conversions, or feeder
systems that handle various items across the department, or var-
ious reconciliations in terms of cash and checking accounts, as I
call them, or property records that just had not been performed
over time. So there was a lot of catch-up, and I would say that was
probably the biggest barrier.

Mr. PLATTS. OK. Thank you.
One final question, and I apologize that it is here at the end, for

Ms. Styles and Mr. Forman on the issue of the scorecard and the
fact that OMB is assessing all the agencies and yet shows red
across the board on the five governmentwide initiatives. What is
the greatest obstacle to OMB in setting that example for everyone
else of having green all the way across? I do take note that you are
either green or yellow in the progress, and I am glad to see that,
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but what is the challenge that OMB itself is having in getting to
yellow and eventually green on those five governmentwide criteria?

Ms. STYLES. I would start off by saying I think we chose tough
initiatives. I think we chose very problematic areas not just at
other agencies, but at OMB as well; and it is good for OMB to be
scored on these. In competitive sourcing, it makes us realize the
difficult questions and problems that agencies confront when they
have to look at competitive sourcing and the difficult choices that
have to be made, and I assume that it is the same for the other
initiatives as well. I am sure Mark Forman can address electronic
government or e-government at OMB.

But we also, just so people know that our scores are very honest,
we don’t just score ourselves, we send them to other agencies to
validate the scores, which they love to do since we have been scor-
ing them.

Mr. FORMAN. I think the change that we are seeing within OMB,
largely under the vision of Mitch Daniels, our Director, is focused
on how we are managing and hold the agency up to that same
standard that we are holding all the other departments and agen-
cies. It is a change. The world has changed since last time anyone
looked at management, so we, like the other agencies, are going
through similar cultural issues. I don’t know if you could say there
is any one that stands out, but very similar, for example, to the
ones that Secretary McPherson raised at Agriculture.

Mr. PLATTS. Well, we do look forward to all agencies, including
OMB, to get to that yellow and green, as I am sure you as well do,
and that you are scoring the other agencies. And certainly this ef-
fort is very commendable because unless we start to scrutinize our-
selves, we won’t improve, whether it be us personally or as agen-
cies and representatives of our taxpayers.

I apologize that we are now out of time and we cannot continue
with more questions, but I greatly welcome further comments that
you want to share, and I thank you for your testimony here today
and the in-depth written testimony, as well.

Working together, the executive branch and Congress, certainly
we know we can make great strides for more financial accountabil-
ity and Government efficiency for our taxpayers, who we all want
to serve well.

But I do thank you for your efforts and being here with us today.
I will quickly thank the staff, both majority and minority staff

members, who have helped put this hearing together. And we will
hold the record open for 2 weeks from this day for those who want
to forward submissions for possible inclusion after the fact.

And just once again thank you.
This meeting is adjourned.
[Whereupon, at 11:43 a.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
[Additional information submitted for the hearing record follows:]
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