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MANAGEMENT MATTERS: CREATING A 21ST
CENTURY GOVERNMENT

WEDNESDAY, MARCH 12, 2014

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 9 a.m., in room 342,
Dirksen Senate Office Building, Hon. Thomas R. Carper, Chairman
of the Committee, presiding.

Present: Senators Carper, Coburn and Ayotte.

OPENING STATEMENT OF CHAIRMAN CARPER

Chairman CARPER. Good morning, everybody.

I want to thank our witnesses for joining us this morning. It is
great to see each one of you.

And I also want to thank my wife for waking me up this morn-
ing.
Normally, I catch the 7:15 train to come down here and get here
at about 8:45, and I had set my alarm, my wrist alarm, and it went
off, but I never heard it.

Fortunately, Martha said to me about 5:45, if you want to catch
the 6:25 train, maybe you should get up. [Laughter.]

I said, yikes! And I did.

The train was on time. So was 1.

Thank you, Martha.

But I want to thank our staffs for pulling this together and help-
ing us prepare for this day.

I want to thank Dr. Coburn, who is going to join us momentarily,
for the great work that he has done for years in these vineyards.

I have a statement I will introduce for the record.!

Let me just make a couple quick comments.

Our folks here on the Committee have heard me say more than
a few times that the three keys to deficit reduction, if we are seri-
ous about it, are tax reform that makes more sense out of the tax
code and actually produces some revenues for deficit reduction; en-
titlement reform that saves money and saves the programs for fu-
ture generations and does not savage old people or poor people; and
just look at everything we do, everything we do, and ask how do
we get a better result for less money or for the same amount of
money.

1The prepared statement of Chairman Carper appears in the Appendix on page 41.
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And I, from time to time, tell people who have quite a bit of
money that they are going to have to pay some extra taxes if we
are going to get the job done on deficit reduction.

More than a few times they say, I do not mind paying more
taxes. I just do not want you to waste my money.

That is what they say: I do not mind paying more taxes. I just
do not want you to waste our money.

Dr. Coburn and I have been working for years now, both as lead-
ers of the Federal Financial Management Subcommittee of this
Committee and now as leaders of the full Committee, to collaborate
with the Office of Management and Budget (OMB), to collaborate
with the General Services Administration (GSA), to collaborate
with the Government Accountability Office (GAO), to collaborate
with the Inspectors General (IGs), at large across our government,
and to collaborate with other groups, non-profit groups that have
a similar interest as we do.

How do we get a more effective government, a more efficient gov-
ernment?

How do we create a government that fosters economic growth?

How do we create a government that is actually sensitive to the
needs of people, serving the people that put us here in these jobs?

So today, this hearing for me is like a “throw me in that briar
patch” kind of hearing. I am just thrilled to be here and look for-
ward to this conversation.

I look forward to hearing the progress that is being made and
hear what the blueprint is going forward and how you are all work-
ing together and how we can be a partner in this and do oversight,
do rigorous oversight, and how we can be a productive and
proactive partner in this as well.

With that having been said, Beth, you are welcome to lead off
and set the table, and then these guys will follow in your wake.
Please proceed.

It is great to see you.

TESTIMONY OF THE HON. BETH F. COBERT,! DEPUTY DIREC-
TOR FOR MANAGEMENT, OFFICE OF MANAGEMENT AND
BUDGET

Ms. COBERT. Thank you very much. Chairman Carper, thank you
for the opportunity to appear before you and the Committee today.

I am honored to talk with you about how the President’s Fiscal
Year (FY) budget supports the Administration’s effort to deliver a
21st Century government. Core to this effort is the President’s
Management Agenda, the broad contours of which we released last
week as part of the budget. The agenda’s initiatives reflect the Ad-
ministration’s commitment to delivering better results for the
American people.

I also appreciate the opportunity to testify along with Gene
Dodaro and Dan Tangherlini, two individuals whom I seem to
spend a lot of time with in meetings to great effect. OMB has a
strong partnership and working relationship with GAO. We fre-
quently leverage GAQO’s findings in our work.

1The prepared statement of Ms. Cobert appears in the Appendix on page 42.



3

OMB also works closely with Dan and the team at GSA. They
are leaders in the Administration’s work on effectiveness and effi-
ciency.

When we set out to design the Management Agenda last year, we
began by listening. We listened to Federal workers, to business or-
ganizations and unions and Members of Congress and, of course,
to the American people. With this input, we developed a com-
prehensive, forward-looking agenda to improve the way the govern-
ment delivers for Americans. This is a living agenda. We will make
adjustments where needed and expand upon areas of progress, and
we welcome the opportunity to work with Congress to promote re-
forms that will support this agenda.

The key pillars of the Management Agenda are effectiveness, effi-
ciency, economic growth, and people and culture.

Let me begin with effectiveness. The Administration’s commit-
ment to an effective government focuses on delivering a world-class
customer service experience for citizens and businesses.

The budget builds on initiatives already underway to create high-
quality user experiences for services, such as veterans’ pension and
disability applications, Social Security and taxpayer assistance.

The budget also significantly invests in areas to help businesses,
for example, enhancing and expanding SelectUSA to promote in-
bound investment in the United States.

The Administration will also focus on smarter information tech-
nology (IT) delivery. We have made strides in improving manage-
ment of IT spending through new mechanisms like PortfolioStat, a
data-driven review of agency IT portfolios, but clearly, we have
much more to do. To ensure smarter IT delivery, we need the best
talent working inside government, the best companies working
with government, and the best processes in place to ensure ac-
countability for delivering results to the American people.

Second in the agenda, efficiency. We are increasing the quality
and value in core operations to enhance productivity and increase
cost savings. We will expand strategic sourcing, using the Federal
Government’s buying power to save on essential purchases. We will
also increase shared services across the government in human re-
sources, finance and IT. And we will expand on successful efforts
already underway to reorganize and consolidate programs and re-
duce duplication.

The Administration is committed to accelerating progress and
lowering administrative overhead, cutting improper payments, sav-
ing on real estate costs, reforming military acquisition and consoli-
dating data centers.

Third, our Management Agenda invests in the Administration’s
commitment to economic growth. Making government-generated
data and the products of federally funded research and develop-
ment (R&D) available to the public can promote innovation, job cre-
ation and economic prosperity.

Since 2009, the Administration has released tens of thousands of
government data sets to the public while ensuring strong privacy
protections are in place. Private companies have used government
data to bring transparency to retirement plans and help consumers
find fraudulent charges on their credit card bills.
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We continue to support opening up Federal data, especially for
high-impact sectors, like education, health care, energy and tour-
ism.

Additionally, we are accelerating transfers of innovation from lab
to market, for example, by proposing increased funding for the Na-
tional Science Foundation’s public-private Innovation Corps.

The fourth area of focus for the Management Agenda is people
and culture. A 21st Century government depends on an engaged,
well-prepared, and well-trained workforce with the right set of
skills for the missions government needs to achieve.

Despite the challenges of the last few years, Federal employees
continue to persevere and serve the American people with passion,
professionalism, and skill. We want to make sure that these tal-
ented public servants have the right tools and are supported by a
culture valuing excellence and encouraging innovation.

We will prioritize leadership development. We will recruit the
next generation of Federal leaders. We will sustain our workforce
so it can continue to do the work of the Nation for decades to come.

We also want to invest in our Federal workforce by developing
governmentwide enterprise training and resource exchanges. For
example, the budget includes financing for the Office of Personnel
Management (OPM) to expand opportunities for leadership devel-
opment in the Senior Executive Service (SES).

As you can see, the President’s Management Agenda is ambitious
and cross-cutting. In some areas, we are looking to extend our
progress. In others, we are moving forward in new ways.

As the Administration works to deliver on this agenda, we are
also committed to driving effective performance management
across the government, using the framework developed with Con-
gress in the Government Performance and Results Act (GPRA), and
the GPRA Modernization Act. The performance framework includes
goals and performance reviews at three levels.

First, Cross-Agency Priority Goals. The Administration has es-
tablished 15 management and mission Cross-Agency Priority (CAP)
Goals, released this week. These give us the tools to bring agencies
together on issues that require close coordination. These goals will
help us to deliver on the Management Agenda and on core mission
activities, including reducing veterans’ homelessness, encouraging
foreign direct investment, improving cybersecurity, and others.

Second, Agency Priority Goals. Agency leadership have com-
mitted to nearly 100 Agency Priority Goals focused on a range of
important issues. These include reducing health care-associated in-
fections, increasing energy efficient housing, and expanding small
business access to export financing.

Third, agency strategic plans and annual reviews. This year is
the first year we will be releasing updated agency strategic plans
along with the budget. These strategic plans articulate the agency’s
mission, long-term goals, specific strategies, and actions. The re-
views allow us to monitor progress in these areas.

All of this information—the CAP Goals, the Agency Priority
Goals, and the strategic plans—is available to the public through
Performance.gov.

The Administration and agencies will be holding regular per-
formance reviews against progress. We will be publishing this
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progress on the site as well. In this way, the public will be able to
see how we are doing and hold us accountable.

In conclusion, the Administration is focused on improving man-
agement to drive higher performance in the services the Federal
Government provides for citizens and businesses and in the value
achieved with taxpayer dollars. We have put effectiveness, effi-
ciency, economic growth and the Federal workforce at the center of
this effort. With a strong focus on execution and accountability, we
look forward to working with Congress to create a 21st Century
government that will make a significant, tangible and positive dif-
ference in the lives of the American people.

Thank you.

Chairman CARPER. Thanks so much. Thanks for coming all the
way from California to help lead the team at OMB.

I have asked Dr. Coburn if he wants to make any kind of opening
statement. He has said no.

He is almost always here before me. It is rare that I get here be-
fore him. Today, he went to a prayer breakfast. He is praying—we
all need to pray.

It is often that people say to us in our work, that they are pray-
ing for us, which is good.

And one of the things that I always ask them to remember in
their prayers is to pray for wisdom for us, and this is part of what
we are up to today.

Nobody in the House or the Senate has done more to really work
these vineyards than Tom Coburn, and I am happy to be his part-
ner in these efforts.

All right, Dan, welcome. Great to see you.

TESTIMONY OF THE HON. DANIEL M. TANGHERLINI,!
ADMINISTRATOR, U.S. GENERAL SERVICES ADMINISTRATION

Mr. TANGHERLINI. Thank you very much, Chairman Carper, Dr.
Coburn and Members of the Committee and staff. I appreciate the
opportunity to appear before you today.

And, before I go any further, I am glad to have the opportunity
to share this panel with Beth Cobert and Gene Dodaro. Both have
done so much to address the important issues we are discussing
today.

As Beth described, the Administration is committed to providing
the American people with a government ready to meet the chal-
lenges of the 21st Century. During the last 5 years, we have made
progress toward meeting that goal, but there is still much work to
be done.

The President’s Management Agenda looks to continue this
progress with a focus on four key areas—efficiency, effectiveness,
economic growth, and people and culture.

As a provider of real estate, acquisition, and technology services
to the Federal Government, the U.S. General Services Administra-
tion is uniquely positioned to help agencies in all four of these
areas. Today, I will discuss GSA’s common sense efforts to support
this Management Agenda.

1The prepared statement of Mr. Tangherlini appears in the Appendix on page 49.
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GSA encourages efficiency across government through a variety
of initiatives which help agencies buy smarter and reduce their real
estate footprint. The Federal Strategic Sourcing Initiative (FSSI) is
an integral part of this effort. This program creates significant sav-
ings by having agencies collectively commit to purchase certain
commodities at the best value. Since we began using this program
in 2010, we saved more than $300 million for Federal agencies
while increasing the participation of small businesses and reducing
duplication across the government.

At GSA, we have the ability to offer innovative technologies and
digital services to our partners that reduce duplication, increase
transparency, and improve efficiency. One example is the Federal
Risk and Authorization Management Program (FedRAMP), which
eases the adoption of cloud computing for all agencies by providing
a standardized approach to security assessment, authorization, and
continuous monitoring for these services.

Additionally, GSA maintains the Prices Paid Portal. The tool is
intended to provide greater visibility of the prices paid by govern-
ment agencies for commonly purchased goods and services.

Now we are not just supporting the President’s Management
Agenda through improving acquisitions; GSA is also encouraging
efficiency by helping agencies to reduce their real estate footprint.

One of the most important ways we are supporting the Adminis-
tration’s agenda is by assisting agencies in using their space more
efficiently through the Total Workplace Initiative. This program
provides the resources and expertise to assist Federal agencies in
reducing their office space, fostering collaboration, better managing
IT spending, and increasing energy efficiency.

GSA has recently transformed our own headquarters in Wash-
ington, D.C. into a mobile, open work environment which serves as
a model for what Total Workplace can do for our partners. This
transformation has allowed us to collapse 6 leases into a single
building, resulting in more than $24 million in rent savings alone.

A meaningful opportunity exists for significant savings that can
be directed toward fulfilling agency missions and better serving the
American people.

The President’s Fiscal Year budget also includes another tool
that will enable us to make valuable upgrades to our partners’ fa-
cilities. It is called zero-net budget authority. This will enable GSA
to invest the rent it collects from partner Federal agencies into re-
pair and upkeep of our Nation’s buildings. Supporting GSA’s budg-
et request for the Federal Buildings Fund will allow us to continue
to make these cost saving investments.

However, when facilities either cannot be sufficiently repaired,
better utilized, or it is not cost effective to do either, GSA helps
agencies dispose of excess property. In fiscal year 2013, GSA dis-
posed of 213 properties, generating about $98 million in proceeds.
We will continue to work with other agencies to remove more prop-
erties from the Federal inventory.

GSA is committed to driving down prices, delivering better val-
ues, and helping reduce costs so our partner agencies can focus
their resources on their own important mission.

GSA is also working to provide the tools and services our part-
ners need to serve the American people as effectively as possible.
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In support of our fellow agencies, the Office of Governmentwide
Policy is working toward improving government by developing evi-
dence-based policies that are designed to lead better Federal mis-
sion delivery. GSA’s FY 2015 budget request will enhance data,
analysis, and policy efforts to drive progress in right-sizing the
Federal fleet, developing the civilian acquisition workforce and en-
hancing cybersecurity efforts, among others.

Another way GSA is supporting the President’s Management
Agenda is Data.gov. This website is the flagship open government
portal which enables easy access to, and use of, hundreds of thou-
sands of data sets from over 180 government agencies. This website
supports businesses throughout the country with valuable informa-
tion that is unavailable anywhere else. By creating an open envi-
ronment, GSA allows anyone, whether an individual or a business,
to take public information and apply it in new and useful ways.

GSA is committed to ensuring that we have the most capable in-
dividuals supporting government efforts as well. Through initia-
tives such as the President’s Innovation Fellows (PIF), we are
working to attract exceptional talent to solving the toughest chal-
lenges of government. Developed in conjunction with the White
House Office of Science and Technology Policy, this program as-
signs some of our Nation’s brightest women and men to specific
agencies, to quickly and effectively address some of their most dif-
ficult and persistent problems. This expedited approach is one that
GSA is using in support of additional projects, and we anticipate
expanding, moving forward.

Finally, GSA is also doing its part under the Government Per-
formance and Results Modernization Act to assist agencies in
achieving Cross-Agency Priority goals. These efforts include pro-
grams that range from cybersecurity to sustainability to data cen-
ter consolidation.

One particularly crucial priority that Beth and I are co-leading
focuses on Benchmarking Mission-Support Functions. This effort
will establish common metrics for common administrative func-
tions. By establishing benchmarks, the Federal Government will be
able to assess the effectiveness and cost of similar functions. This
effort will allow for the identification of best practices and services
to improve efficiency and reduce cost.

At GSA, we are working to use the size and scope of the Federal
Government to drive down costs and increase efficiency in support
of the President’s Management Agenda. I believe that our agency’s
work, which is supported by our FY 2015 budget request, will be
invaluable in furthering the Administration’s efforts.

And 1 appreciate the opportunity to be here today, and I am
happy to answer any questions you have.

Thank you.

Chairman CARPER. Thanks so much. We are delighted that you
are here.

Have either of you testified alongside Gene Dodaro in the past?
This is a first for you, Beth?

Ms. CoBERT. I have not yet had that privilege.

Chairman CARPER. OK. Dan?

Mr. TANGHERLINI. I believe I have.
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Chairman CARPER. It is a great experience, and here in the next
several minutes you will see why.
Gene, welcome. Thank you.

TESTIMONY OF THE HON. EUGENE L. DODARO,! COMP-
TROLLER GENERAL OF THE UNITED STATES, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE

Mr. DopArO. Thank you very much, Mr. Chairman, Dr. Coburn.
Nice to see both of you today.

I appreciate the opportunity to talk about the President’s Man-
agement Agenda.

I will focus my remarks this morning on three areas. One is
where items in the agenda are consistent with GAO’s work. Second,
I want to underscore the fact that effective implementation is es-
sential to successfully achieving any of the items in the agenda.
And, third, I want to highlight a few areas that while they are re-
ceiving some attention I believe deserve even greater attention.

First, on areas that comport with our work, I would cite the in-
formation technology area as one example. We have to eliminate
the waste that goes on in IT purchases and get a better return on
our investment. It is essential to improving services.

The suite of new tools that have been put in place by OMB have
been effective, but we think they need to be expanded to broader
areas and more diligently applied, and they can yield a lot better
benefits.

Improper payments. Last year, the estimate of improper pay-
ments was over $100 billion by the Administration. That estimate
is not yet complete. And I am particularly concerned that half of
the improper payments are occurring in the health care programs
of Medicare and Medicaid that are among the fastest growing pro-
grams in the Federal Government.

So we have to get a better handle on this issue, or the size of
this problem, in my opinion, may grow rather than shrink despite
the Administration’s concerted efforts. We need to address root
causes and have more preventive controls in place.

Strategic sourcing. Strategic sourcing is an area where the Fed-
eral Government is only leveraging a fraction of its purchasing
power. And I am pleased to see it included in the agenda, but we
think more aggressive goals can yield very significant savings.
Even a 1 percent increase can lead to $4 billion a year in savings.

We have studied private sector efforts. They are getting 10 per-
cent a year on a regular basis. So I think this has a lot of potential.

Strategic human capital management. I am very pleased to see
the focus on that in the agenda. There are critical skills gaps
across government. There are succession planning challenges that
are very significant. And there are morale problems.

This is an area that really needs attention. I am very concerned
about this area and the potential it has for causing additional per-
formance problems if not properly attended to over the next few
years.

Last, the area I would cite as an example is the focus on defense
weapons systems acquisitions issues and services acquisitions

1The prepared statement of Mr. Dodaro appears in the Appendix on page 55.
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is}slules. This is an area we have had on our high-risk list for a
while.

Best practices are being put in place in policy, and they are
starting to have some effect, but they are not having the full effect
yet in bringing down the life cycle costs of the weapons systems
portfolio going forward.

Now, in terms of effective implementation, in addition to the ex-
amples I have cited, we have focused a lot, working with Beth and
OMB and the agencies, on the high-risk list.

We have had a series of meetings with OMB and the agencies
on the high-risk list, and GAO. I have personally participated in
those meetings along with Beth. We had one on real property with
Dan. And they are very constructive, productive meetings.

We focus on the five criteria to get off the list and the focus on
what needs to be done. One, you need to have leadership commit-
ment. You have to have the capabilities and the resources. You
have to have a corrective action plan that really gets to the root
cause of the problem. You have to monitor progress to make sure
you are on track. And you have to actually start fixing the problem.
You do not have to have it all fixed, but you have to have it fixed
enough for us to consider taking it off the list.

So those efforts will continue and, hopefully, pay large dividends
in the future.

In the area of GPRA implementation, both Beth and Dan have
mentioned that, and that is very significant, particularly to help
address overlap, duplication, and fragmentation. You also need a
good program inventory.

Efforts have been started to put in place the inventory of pro-
grams across the government, but there was too much flexibility,
in my opinion, given to the agencies. And so the inventory is lim-
ited in its ability to compare across the government, and it does not
include relevant tax expenditure to allow for even a broader degree
of checks on overlap, duplication, and fragmentation. It also needs
to be expanded beyond the 24 largest departments and agencies.

There are additional efforts that could enhance better collabora-
tion among the agencies. I think that is a very important compo-
nent.

These strategic reviews that agencies are about to begin this cal-
endar year are important, and they are supposed to identify other
Federal programs and activities and resources that are relevant to
helping them achieve their objectives. So that should help flag
overlap, duplication, and fragmentation as well in the Federal Gov-
ernment.

And there is a greater focus on enhancing better performance in-
formation. As I have testified before on our overlap and duplication
analysis, we often find performance information lacking on many
programs and activities, and even detailed budget information is
not available to know how much is being spent on programs that
are aggregated and usually rolled up into larger figures.

Now in terms of areas that I think are getting some attention,
that are on the Administration’s radar screen, but I think really
need even greater attention by the agencies and the Congress:

First, is we are still not able to give an opinion on the govern-
ment’s consolidated financial statements. The Federal Government
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owes the public a proper accounting for the resources that are
spent on their behalf, and we have been unable to do that because
of serious financial management problems at the Department of
Defense (DOD) and at the Treasury Department in terms of elimi-
nating transactions among governments and properly compiling the
consolidated financial statements.

Now this year we saw the Department of Homeland Security
(DHS) for the first time get an unmodified opinion, and right now,
most of the individual departments and agents, 23 out of the 24,
can get unmodified opinions. So there is a lot of progress at the in-
dividual agency level.

DOD owns about a third of the reported assets and about 16 per-
cent of expenditures. So, without DOD coming into alignment and
being able to pass an audit, we are going to continue to have prob-
lems.

Second, overlap, duplication, and fragmentation. There is a lot of
effort that OMB has put on in this to focus the performance officers
of individual departments and agencies on following up on our rec-
ommendations. And some progress has been made, but there are
many opportunities that have not been exploited.

And I think those discussions have to elevate because of the
problems across departments and agencies. OMB and Congress are
going to have to get involved to solve some of the real significant
problems across multiple agencies. It is just not going to happen
without more intervention of that nature.

And, last, cybersecurity. I know there are efforts underway on
this challenge, but it is a serious problem that grows every year in
terms of the significance of the threats. There is a need for con-
certed efforts on the part of the Administration, but also the Con-
gress needs to pass legislation in this area to better give the au-
thority that is necessary to the Department of Homeland Security
and to provide a framework for greater information-sharing be-
tween the private sector and the public sector.

So I appreciate the opportunity to be here today and appear with
Beth and Dan, in particular, and would be happy to answer any
questions.

Chairman CARPER. I am going to yield to Dr. Coburn in just a
second.

I just want to say, once again, Mr. Dodaro has given a tour de
force. I do not see how he sits here. And it is not just once or twice
he does this. I mean, year after year he comes, and he testifies
without any notes, and he is very thoughtful and comprehensive.

I just feel very fortunate that you are in the position that you
are in, and I feel fortunate in the position that we are in.

So, Dr. Coburn, take it away.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. Thank you.

I would like to make just this statement first—that very rarely
do we have before us people that I think both Chairman Carper
and I have such confidence in, and that is a credit to you, but it
is also credit to the President in terms of his selection.
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So I recognize the effort, the professionalism, and the expertise
that all of you bring to the table. It is appreciated and is wonderful
to have people of your caliber in these positions.

I have a lot of things I want to talk about and questions I want
to ask, but I think let me first followup on Gene’s comment.

This is a little floor chart that comes from, I think, 1909 on Du-
plication Nation.! This is not a new problem. And they were talk-
ing about savings thousands, even millions, of dollars back then.

But the point is, if we talk about the GPRA Modernization Act,
OMB made a critical mistake in their definition of the program.

And this is the point I would make with you. You cannot manage
what you cannot measure.

In our discussions with you and Sylvia, we talked about the Tax-
payers Right-to-Know Act, and that has passed the House. We
have a lot of co-sponsors in the Senate, it is bipartisan. We have
four Democratic co-sponsors in the Senate. My hope is to get Sen-
ator Carper on that.

And I know we have some concerns about the efforts that that
would mandate.

But the point I would make to you, which goes along with what
Gene had talked about, is until we know what is there and the peo-
ple running the programs know what is there, you are never going
to be able to manage them.

And this is a tough way of getting there. I recognize it. But there
is no other way it is going to get there.

You are always going to have the constituent agencies saying
why they cannot, and this bill says, here is what you must.

The other thing I would make, in reference to what Gene said,
is it is not just that the American people are owed it. The Constitu-
tion mandates an explanation of where we spend our money and
how we spend it. I mean, that is a requirement of the U.S. Con-
stitution.

And Gene mentioned, for example, improper payments. The
Death Master File (DMF) is a big problem in that, and yet we still
have not solved the Death Master File problem.

We have legislation. We could pass that legislation. Congress has
not done it, to give the authority so we can actually utilize the data
across the government to know who is alive and who is not.

I mean, we are still paying billions of dollars out to dead people,
every year, because we failed to do the simple things.

So I would just come back to the following point; there are a lot
of ways to skin this cat.

And I have a lot of confidence in what you are doing at OMB.

My staff is young, and so when they read through this, they said,
well, where are the metrics, and having not a fine appreciation for
management.

But I would just draw this corollary. In the early 70s, I built and
ran an almost $100 billion business. The only way I did that was
knowing where the money was going out, who was responsible in
each area and holding each of them accountable to that.

That is where we need to get in the Federal Government, and
I know all of your goal is to get there.

1Chart submitted by Senator Coburn appears in the Appendix on page 41.
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The question is, how do we get there more quickly, and how do
we take the tough medicine—which I think the Taxpayers Right-
to-Know is tough medicine.

But once it is done everything else that Gene has to do, Dan has
to do, and you have to do, Beth, becomes much easier because now
iou know what is there. The second thing is the American people

now.

So, in reading through the Management Agenda, the only real
question that I have about it is, where are the specific metrics that
the American people can see and Congress can see as to how you
are performing because that is the thing that is missing?

I know you all know what that is, but that is not put forward
for us to know. And until we can see it and until the American peo-
ple can see it, we are not going to have the transparency in govern-
ment that is necessary to combine both the legislative branch to
give you the other things you need.

A lot of questions, and I think we will probably come back, and
I will have a second chance.

The other thing that I would just mention to Dan is one of the
things that should have come out of the President’s budget is a rec-
ommendation to change the Budget Act so that when we purchase
real property we can purchase it instead of lease it.

The way we score it under the present Budget Act is the entire
cost of the building is taken as a hit in the year that it is pur-
chased rather than amortized over the life of the building, which
means, now what do we do? We rent the vast majority of Federal
space.

And every manager will tell you if you are a good manager you
can own a building cheaper than you can lease it because that prof-
it differential in there for the asset holding is potential savings to
the Federal Government.

So there is a lot of areas that I want to cover, and I will come
back with specific questions when it is my turn again.

Thank you.

Chairman CARPER. Boy, I almost do not know where to start.

I will start with us. I will start with Tom Coburn and Tom Car-
per and the folks we serve with here. Sometimes people call us
T.C.-squared, and sometimes people call us other things, too.
[Laughter.]

Senator COBURN. Me more than you.

Chairman CARPER. No. [Laughter.]

Gene mentioned it is great to have a good game plan. What is
really even better is to have a good game plan and the ability and
the determination to implement it.

This is a shared responsibility. This is a team sport, and we are
part of the team. We do oversight, and that is our job, but we are
also a part of that team and part of that shared responsibility.

Some of what is needed to get results out of any organization is
leadership. Your example is terrific leadership, and we have many
other examples throughout our Federal Government. But, as Tom
and I know, there are still gaping holes in this Administration.

And we worked hard, especially in the Department of Homeland
Security where we have jurisdiction, to fill those gaping holes. We
worked very closely with Sylvia Mathews Burwell to make sure
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that she had the kind of leadership team that she has and to be
helpful, and GSA as well.

We still have too many holes. In some cases, the responsibility
is ours. We have people that have been nominated and vetted here
in the legislative branch. We have voted on them, reported them
out, and they are just awaiting action on the floor.

But in a number of instances, the ball is in the Administration’s
court, and we just need the Administration to do its job.

We have a responsibility to do ours.

But, in terms of morale, getting things done and follow-through,
having Senate-confirmed leadership in these positions, as you
know, is just critically important, more important than I ever imag-
ined when I came here.

OK. each of you have mentioned improper payments. I want to
dwell on that just for a moment.

People say to me, why do you spend so much time talking and
thinking about improper payments?

Who was the guy that they used to say, why do you rob banks?
Willie Sutton.

Willie Sutton, yes.

They said, why do you rob banks?

He said, that is where the money is.

Tom, we had—and I am sure you had in your office—last week,
we had a delegation from Delaware from the Veterans of Foreign
Wars (VFW) and some really smart people.

And one of them actually had a spreadsheet that he had pre-
pared in order to try to point out some ways that we could save
some money and be able to direct that money toward helping vet-
erans. To my delight and pleasure, one of the areas that he had
highlighted was improper payments. He actually knew that im-
proper payments were, I think, $121 billion just a few years ago,
down to $108 billion, down to $106 billion.

And he said, that is still $106 billion, and you have to do some-
thing more about that.

As we know, almost half of that $106 billion is in the health care
area, and I was pleased to see the Medicaid piece of that continue
to trend down in the most recent results. I was concerned to see
an uptick, a significant uptick, of about 10 percent in the Medicare
portion.

And let’s just start there and ask a question. Why? Why did that
happen, and what can we do about it? What can we do about it?
Anybody?

Beth, do you want to start?

Ms. COBERT. Sure, I will start.

One of the things that we do in OMB in reviewing improper pay-
ments is to go through each of the areas in a quite disciplined way
to actually understand both what caused improvements—so are
there lessons that we can learn that we can either extend in that
area or apply to others? Or, in the place of where we have seen
slip-back in progress, what is causing it and what are the actions
we can take?

In looking at Medicare, we saw that rise and had the same level
of concern that you expressed. There are a couple of different fac-
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tors that we saw and that we are working with Health and Human
Services (HHS) to address.

For example, one of the factors driving the change and the uptick
in Medicare was some change in some of the requirements for get-
ting the payments in terms of in-person visits and others, which ac-
tually led to errors in how people had done the paperwork. That
counts as improper payments. They have tried to address those
going forward.

But we have an active program with HHS and the team at the
Office of Federal Financial Management (OFFM), that works on
this, to go through each one of those, make sure there is an action
plan in place, work with the IGs, and address them. So we are
working through that with them on Medicare and also to see what
we can do to sustain the progress on Medicaid.

Chairman CARPER. All right. Dr. Coburn and I have co-authored
legislation. We call it the PRIME Act, P-R-I-M-E Act. At large,
it relates to how do we get better health care results for less money
or the same amount of money, a lot of smart ideas, some we have
come up with, some our staff has come up with, others that we
have just gotten from you and from GAO.

Gene, I am going to come to you on this.

The PRIME Act—we have appended that as a part of the sus-
tainable growth rate (SGR) fix, the “doc fix”, legislation that is
coming out of the Finance Committee. And, hopefully, we can get
that done and, in doing so, address many of the provisions or con-
cerns that are part of the PRIME—reasons why we introduced the
PRIME Act.

Gene, let me yield to you on this.

One of the hard things we deal with sometimes when Tom and
I introduce legislation like this, and others too, that is designed to
save money, it is tough to get a score out of the Congressional
Budget Office (CBO) that actually verifies or certifies that we are
saving money. It is really weird that we do these program provi-
sions and bills and amendments, and instead of getting credit for
saving money, it comes to us from CBO as an added cost, which
just drives us crazy.

Gene.

Mr. DODARO. We have a number of open recommendations in the
Medicare improper payment area that I will submit for the record!
but a couple that I remember——

Chairman CARPER. Go ahead.

Mr. DoDARO. One is to have providers that are entering in the
program post a surety bond. So, if there are problems with that
provider, if they do not prove to be a legitimate provider or their
billing practices are not correct, the program at least will have
some money to offset what those costs will be. That has not yet
been implemented as I recall.

Second, the Centers for Medicare and Medicaid Services (CMS)
had put in place a number of additional automated tools, but they
had not trained up their people properly to be able to effectively
use the tools.

1Information submitted by Mr. Dodaro appears in the Appendix on page 74.
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And then, third, they need some additional predictive analytical
technologies to prevent the improper payments in the first place.
You have such a big volume of transactions and relatively small
amounts that you have to have IT skills in order to do this prop-
erly. They are making investments, and they are trying, but they
just really need to expedite those efforts.

So those would be three things I would offer.

Chairman CARPER. In terms of how to make continued progress
here, any advice for us? And then I am going to yield back to Dr.
Coburn.

But in terms for making extra progress here, what further do we
need to be doing?

Mr. Doparo. I would suggest having a focus on what IT invest-
ments that they are making and what they expect to get out of it.

And they have estimated that they are going to save tens of bil-
lions of dollars, but we do not see the metrics necessary to dem-
onstrate the level of savings.

So I would suggest a dialogue on those issues.

Chairman CARPER. All right. Thank you.

All right, Dr. Coburn.

Senator COBURN. Beth, let me come to you. You talked about
$1.6 billion in savings from PortfolioStat, but GAO reports that the
actual potential for cost savings is around $5.6 billion—$5.8 billion.
Why is it that GAO is finding much greater potential savings than
you are?

Ms. COBERT. We are continuing to work the PortfolioStat process
at the overall agency level, and one of the things we have been
pleased by is to see agencies actually take this up inside their orga-
nizations.

As we continue to look at IT, we are looking at new areas in
terms of how we can improve and capture savings, whether it is
through better efficiency within data centers in addition to consoli-
dating them, better ways of bringing systems together, more use of
the cloud.

So we think there is more room to run in terms of making
progress against those, and it is our commitment to continue to
look at that and see how we can continue to make progress particu-
larly on the more commodity parts of IT devices, consolidated mo-
bile purchases, et cetera.

From my experience in the private sector, this is one you just
have to keep going at because some of the underlying costs of stor-
age and of transmission continue to fall, capabilities continue to
rise. And so you cannot be satisfied with the ideas you identified
last year. You have to keep generating the next set of them.

Senator COBURN. OK. What specific actions do you plan to take
to actually improve the IT dashboard and to make sure that
TechStats are used to catch and fix IT projects before they fail—
because part of our problem is we do not catch it until it has failed.
So where is the plan on that?

Ms. CoBERT. We have a comprehensive effort underway to look
at IT management, particularly around the application delivery
side, which is more the TechStat side of things versus the
PortfolioStat side.
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And the issue that you have teed up exactly around doing
TechStats earlier in the process is one of the ones that we are
working toward. You want to get in there and look at them early
and see what you can be doing.

Another place that we are looking at in terms of improving
TechStat and sort of the delivery side of IT is thinking about how
we adapt our methodologies to the more agile development model
that exists today.

If you go back not that many years in time, the right way to
build an IT system was to actually spend a lot of time, think about
requirements and then deliver against those requirements. That
was actually best practice.

If you look out in what companies are doing today—actually gov-
ernments, when they are doing it well, are doing today—it is a dif-
ferent development model. It is much more about pilots and proto-
types.

How do you start to get a sense of requirements? You pilot the
IT tools and the software tools, and that will allow you to be much
more flexible.

As we think about a process like TechStat, you do not want to
be measuring compliance with requirements. You want to be look-
ing early about how we are looking at needs and what are we doing
to do that and, importantly, how are we incorporating continuous
learning and feedback in that loop.

So this issue about restructuring and thinking about when you
do TechStats and how you do that is one of the things we are look-
ing at as part of our overall IT delivery efforts.

Senator COBURN. Will you commit to keep the dashboard both
current and accurate because it is neither right now?

Ms. CoBERT. We understand, and we are committed to trying to
make improvements against the dashboard.

Senator COBURN. OK. The other question I have concerns chief
information officers. You all did not mention that at all in your
plan, and the role of the Chief Information Officer (CIO); in other
words, having somebody that is accountable.

And in several of the agencies, the CIO does not even have the
authority.

Has there been any thought given to giving OMB direction to
what that role should be so you have a person that is accountable?

That is what our intent was when we did that, and yet, in sev-
eral agencies, they have gone totally around that, and we still do
not have an identifiable patient with which to hold accountable.

Ms. COBERT. The part of the IT delivery effort that we have un-
derway where I talked about best process is, in fact, thinking about
how do we structure that to get that point of accountability that
you are describing.

And, in fact, it is both the CIO and how the CIO works with pro-
gram leadership, how they work with the Chief Financial Officer
(CFO) on the financial side on what they are delivering, how they
work with the chief acquisition officers to make sure you are using
contracted resources and you have a contract that is well struc-
tured.
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But we need to think about how we get that point of account-
ability to drive things forward. So that is one of the issues as we
think about process that we are working through.

Senator COBURN. Well, thinking about it is different than holding
somebody accountable.

And I want to drive this point home.

Ms. COBERT. Yes.

Senator COBURN. If we have CIOs, they ought to have the power
as well as be held accountable for the implementation of this, and
what I am seeing is a different level of accountability across dif-
ferent agencies. And you all can fix that if you choose to so that
we know where to go and who is responsible and who will be held
accountable.

I think some of my back numbers were $88 billion in IT pur-
chases, and about $44 billion of it got us nothing a couple of years
ago. I am sure we are somewhat better than that, but that is piti-
ful. That is pitiful in terms of the money that we are spending.

Let me ask a question about strategic sourcing because the posi-
tion of the GAO is that you all are not even coming close to touch-
ing what is potential there. Tell me what your thoughts are on
that.

GAO says we could save $12 billion a year, potentially. I am not
sure we can get that high, but the point is we are at $300 million.

How do we get to $8 billion, and how do we listen to what GAO
is saying, and how do we learn from the private sector, which you
have a lot of experience in?

Ms. COBERT. So I would echo GAQO’s perspective that there is ab-
solutely more we can do in the realm of strategic sourcing, both
consolidating purchases and being smarter about what we buy.

In my private sector experience, when we looked at places where
I have done this and we got changes, part of it was leveraging buy-
ing power, but another part was just buying smarter—making sure
people were buying what they needed, not more. You did not need
the high-powered PC if you were just basically doing word proc-
essing and e-mail on your desktop.

So how do you get requirements right?

One of the ways we are working through this—and I will let Dan
add some of the specifics—is we are trying to bring on more cat-
egories. We have done some early experiments, but we need to
bring in more categories of things that we buy in a common way
across the government. So we are adding things around janitorial
supplies, a second round of office supplies, a second round of deliv-
ery.

So we are bringing more categories in, and we are trying to get
more consolidated efforts against those. We have set up goals for
this year, and that is one of the Cross-Agency Priority Goals that
we are committed to delivering against, working with GSA and our
other partners in this effort.

Senator COBURN. Dan.

Mr. TANGHERLINI. I appreciate the opportunity to comment on
that because Beth has been, in the time that she has been there
already, a very powerful leader and supporter of telling agencies
that they really need to join this effort.
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We have five active strategic sourcing solutions right now. We
have six that are currently underway to be developed. We just re-
leased and announced one—the Maintenance Repair and Oper-
ations Strategic Source Initiative.

I think the point is the one you are making. When we have sat
down with the President’s Management Advisory Board, which is
a group of Chief Executive Officers (CEOs), there is no one there
who says it is a good game plan to atomize your spend. There is
no one there who says you should buy things three, four, or five
different times or ways through multiple contracts and duplication.

And I think the trick is we really have to demonstrate in this
early part of the initiative the value that we bring to agencies so
as to make it obvious to them and clear to them why it is critical
for them to participate.

Senator COBURN. Gene.

Mr. DoDARO. I would just add a couple points as they deliberate
how to approach this.

One is we have suggested that they target high-spend categories
like services, for example, and also set better goals and metrics, as
you mentioned.

But there are about 4 or 5 agencies that account for about 80
percent of all the spending, and I think focusing in on those large
purchasing agencies, like DOD and Veterans Affairs (VA) and oth-
ers, would yield results.

Holding them accountable and targeting the high-spend areas,
can be ways to try to get a better payoff.

Senator COBURN. OK. Let me just followup, if you do not mind,
Tom, for a second.

Dan, would you comment on the progress you all have made in
your CIO role and the benefits and what the results are?

Mr. TANGHERLINI. No, I would be happy to.

About 18 months ago, shortly after I came over to GSA and we
had completed the first round of our top to bottom review, we iden-
tified one of the critical issues that was facing our organization, in
terms of managerial accountability and transparency, was the fact
that we had people in these chief roles who did not actually have
clear accountability and authority over the responsibility for which
they bore the title.

So my Chief Financial Officer did not have all the finance people
working for them. There were other chief financial officers, essen-
tially, within the organization.

The head of human resources was not in charge and responsible
and accountable for all the human resources professionals across
the organization.

And the CIO, essentially, sat as the chairperson of a committee
comprised of people who also bore the CIO title throughout the or-
ganization.

As a result, within GSA, we did not have an enterprise architec-
ture for our information technology, and we were buying things
once in one bureau and again in another. Even cases when we were
buying the same thing, they were not integrated.

So we blew the whistle. We called a stop to that. We made the
CIO, and we have gone through an effort to organize all the people
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within the administrative functions, particularly the IT function,
under that single accountable individual.

And we are beginning to see fruit borne from those efforts in the
form of being able to integrate our systems, finding places where
systems that we are developing for one part of the agency are ex-
tensible to other parts of the agency.

And, since what we do is really in service of all other agencies,
we are even seeing opportunities where we can take the lessons we
have learned and the progress we have made and share it with
other agencies.

Senator COBURN. OK. Thank you.

Chairman CARPER. One of the things we do in our State—I do
not know if they do this in Oklahoma or other States, but one of
the things we do in our State is every year our congressional dele-
gation—Senator Coons now, Congressman John Carney and I—co-
hosts a veterans’ summit, and we invite all the veterans organiza-
tions in our State to come and meet with us at our big VA hospital
and health care facility in Northern Delaware.

One of the things that we talked with them about is how the VA,
15 years ago, sort of developed the idea and implemented the idea
of electronic health care records, and now it is being widely rep-
licated in health care delivery systems across the country.

We also talked about an effort to provide a more seamless transi-
tion for following the health care of military members and service
members as they transition to becoming veterans.

I remember when I was a Naval Flight Officer (NFO) for a num-
ber of years, and we used to—when we head out or we deploy—
my squad was home-based in California. We deployed to different
places in the Western Pacific, Southeast Asia.

And we would literally take with us—this is an orange folder,
but—manila folders that were thicker than this that had our
health care records, for each of us. We would check in at our new
assignment, our new duty station, and if we needed to see a doc
or get some health care, we would have our health care folder.

I got out of the Navy, off of active duty and went to Delaware
to go to graduate school and showed up to the VA hospital, the
same one we had the veterans’ summit at last week, all those
many years ago and I had my manila folder with my health care
records in it.

We are trying to do a whole lot better than that. As you know,
we have electronic health records in the VA for veterans, and we
have a different system over in the Department of Defense. So we
are not asking our departing or people getting off of active duty to
carry their folders with them to the VA. But it is not a seamless
system, as you know, and it needs to be.

I do not know if, Beth, you can give us a little bit of an update
on how that is going, but I think there is a great savings there and,
frankly, a lot better customer service that could be acquired.

Ms. COBERT. Getting that transition to work well, getting the IT
tools to work well, getting the processes to work well, getting the
information to flow consistently is an area that we have been work-
ing on at OMB, both with the Department of Defense and with the
VA. You have to get them both working together.
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It is an area that is one of the focuses in the priority goals this
year. In my discussion with Sloan Gibson, who is the newly con-
firmed Deputy Secretary at VA, he is very focused on these issues
and getting those IT systems right.

In fact, as we looked for somebody within an agency to help lead
the Cross-Agency Priority Goals on smarter IT delivery, we asked
him if he could step up in that role, one, because there is a lot of
focus on these activities at VA—they have a new chief information
officer who is leading the charge there—and two, we thought it
would be a great place because it is such an important issue for
us to highlight and start to use some of these new tools and ap-
proaches. So we are very engaged in working with them on trying
to make progress on that issue.

Chairman CARPER. Good.

Ms. COBERT. And we are working with him as a great partner
having joined that team.

Chairman CARPER. Let me stay on the focus of veterans for just
a moment.

A lot of folks in this country, who maybe never thought they
would apply for disability from either the Social Security Adminis-
tration or from the VA, have done so in recent years in part be-
cause we have made more eligible folks in the military who may
have been or probably were exposed to Agent Orange and there are
a lot of maladies that actually can qualify for veterans disability
as a result.

We have a lot of people who were simply in a bad economy, the
worst recession since the Great Depression, and have, frankly, been
looking earnestly to find a way to supplement their income, and
they have tried to see if maybe they are eligible for Social Security
disability or for VA disability. And so we have seen a huge uptick.

We have had enormous backlogs, as you know, at the VA because
of both of those factors.

And there is a strong effort underway to try to move from a
paper system in the VA to an automated system in the VA, to add
people. We learned from Secretary Shinseki’s representatives at
our summit that real progress is being made.

And I just wanted to know if this is something that is on your
radar screen.

But, we talked about the three Es and the P—effectiveness, effi-
ciency, economy and people. This actually touches base on a bunch
of them.

A lot of these people are veterans, and some of them are des-
perately in need of help, and I just want to make sure that this
is something the Administration is on and following.

Ms. COBERT. It is an area that the Administration is very com-
mitted to. In fact, it is one of the places where we are talking about
trying to deploy some new talent around IT, leveraging the work,
for example, from the President’s Innovation Fellows, to focus on
the issue of applications.

Making sure you get the information right the first time will
both help get decisions made faster and make sure we have the
right information to make the right decisions and make the process
better. And we are going to hold ourselves to standards, in terms
of measurable standards for performance, against that.
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Chairman CARPER. All right. Yes, sir, Gene.

Mr. DODARO. On this issue, we made some recommendations re-
cently, first, to get VA to have electronic access to medical records
that the Social Security Administration has because a lot of people
file for different types of benefits, and they have acted on that rec-
ommendation. So that is an improvement.

We have also recommended that they provide more access to the
Guard and Reserve records, so they have quicker access to those
records as well, and that they develop a strategic plan with better
metrics to bring the backlog down. It has come down——

Chairman CARPER. Yes, it has.

Mr. DODARO [continuing]. From over 500,000 to over 300,000
now. So it is moving in the right direction.

And they are taking a lot of efforts, but they do not really know
which effort is leading to which improvement because they are not
measuring them as much as they could and need to going forward.

On the exchange of the health care records, this is an area where
they have gone to this recent strategy of moving away from having
one system to having separate systems that are going to be inter-
operable. But we have not seen a really good explanation of how
that is going to work and why that is better than having a single
record, or picking one of the two systems and just having people
use that one system.

This is something we have tracked for years, and I can tell you
in our opinion, it is really not on track after years of efforts. I am
pleased about this focus on it, and they are bringing in some new
people. But it is not as hard as it has been made to be if some peo-
ple will make some tough decisions.

Chairman CARPER. Well, if much progress has been made on
Healthcare.gov, on the troubling startup that we had there, if we
can make that kind of progress, we ought to be able to fix this.

So I just want you to know this is one we are very much inter-
ested in and watching.

Let me yield to Dr. Coburn. Thanks.

Senator COBURN. One of the things the President mentioned in
his State of the Union was job training. And the GAO, some time
ago, listed out 47 job training programs for the nondisabled, of
which all but 3 duplicated at least another one.

What is the plan? What is the progress—none of which, by the
way, have a metric on whether they are successful.

And we did a lot of work looking at all those Federal programs
as they applied to Oklahoma, as well as State programs, and what
we found—our assessment doesn’t mean it is right everywhere, but
our assessment is Oklahoma is far superior in the State-run pro-
grams than any of the Federal programs. We are great at employ-
ing people and job training. We are not great with Federal dollars
giving people a life skill with which to rise in our economy.

So what is the plan going forward? How do we assess that? What
is coming forward?

The House has passed the SKILLS Act, which consolidated a
large number of those and put metrics on every one of them. What
is coming from the Administration on that?

Ms. COBERT. The Administration, through the budget and its ac-
tions, has a series of initiatives that we have called jobs-driven
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training. The issue you raise is the one we want to focus on—how
do we use training as a way to connect people to productive em-
ployment?

We are working with the private sector. We are working with the
relevant agencies to have a much more coherent approach that
starts with the job needs and then works back.

What are the skills that companies are looking for? We hear from
companies that they need people with certain skills, and they can-
not find them. That is what job programs need to help provide.

So how do you start from that end and work back? There is an
effort underway to do that, looking across programs, looking at
those metrics, connecting with the private sector and making those
connections happen.

Senator COBURN. I would certainly recommend you go look at the
Career Tech Program in Oklahoma.

Ms. COBERT. Terrific.

Senator COBURN. That is funded well, and that is their whole
goal—is to try to develop training programs for what is needed in
the economy rather than to create a job training program for peo-
ple who do not have a job.

So I would just recommend it. We are proud of the success of the
Career Tech Program in Oklahoma. It is highly successful.

Job Corps is an absolute failure in Oklahoma when you look at
the metrics of who got a life skill.

And so, to me, it just drives me nuts that we continue to spend
money on programs that do not achieve anything without truly re-
forming. Part of that is Congress’s fault. That is not just OMB.

One other area—and I do not know if you all are addressing this,
Beth, but the STEM programs. We have 209 STEM programs, over
100 of them at the Department of Defense. We do not have a met-
ric on a one of them.

We are spending billions. We know we want more science and
technology, engineering and math.

What should be our approach in Congress to help you with that?

And, Gene, I want you to comment on that as well.

Ms. CoBERT. We have continued to make efforts to try and get
better coordination and consolidation of Science, Technology, Engi-
neering, and Mathematics (STEM) programs. We have done that in
a couple ways. I can provide some of the overview, and I can get
back to you with the details of how that is working.

One of the things we have done is to try and get greater focus
within agencies on what is the group they are trying to reach: Are
you trying to reach people who are already in graduate education?
Are you trying to reach them earlier in their career? How do you
get agencies to play lead roles in each part of those programs?

So, even if the programs still exist in different places, they are
coming at it in a much more coordinated way.

There were some initiatives last year. There is another set of ini-
tiatives proposed in the budget this year because this is a critical
issue for the economy. It is a critical area where we can make a
difference, and we have to make sure that we are using those
scarce dollars to deliver the best we can.
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So I am happy to get back to you with more of the details, but
there is an effort, and a focused effort, in the program this year to
continue to make progress there.

Senator COBURN. Is there a role for Congress in terms of helping
you accomplish what you want to accomplish, or should we just
stay out and let you all run this?

Ms. COBERT. So I need to come back. I know there are always
ways to try and figure out what we can do administratively. There
are places, I am sure, where some ability to work with Congress
will help us.

Senator COBURN. Here is what Oklahomans ask me: Why in the
world do you have 209 different programs?

Can anybody give a logical answer to the American public about
why we have 209 of those?

[No response.]

I take from the silence that nobody can.

So I would love to hear your thoughts on what we can do to help
that and streamline it.

Ms. COBERT. I would be happy to get back to you with the spe-
cifics we are proposing in this area.

Mr. DODARO. A couple points I would make. When we looked at

the 209 programs, we found that %5 of them had never been evalu-
ated. So you really do not know whether those programs are work-
ing.
Typically, what happens, and the reason you have the prolifera-
tion of programs, is that people are not satisfied with the existing
programs; so they create a new one to assist a targeted group, as
you know. And that, repeats itself over the years.

So regarding the role of the Congress in this particular case it
is unlikely that the 200 programs will be able to be dealt with ad-
ministratively. There will likely be a need for some statutory
changes. I do not know that for sure, but just based on my experi-
ence I would say that is probably the case.

There definitely would be a need for better coordination because
it crosses multiple appropriations committees.

And the Congress ought to ensure whatever programs are con-
solidated are required to have metrics and there is regular report-
ing on this because it is not going to be a one-time fix. There will
be continued new developments in science and technology, engi-
neering and math that are going to require changes to those pro-
grams.

Even if you reduced the number of programs to 50 rather than
200, you could have the same problem again 10 years from now,
not knowing which of those 50 are working effectively or not.

So I think there are definitely ways that Congress can help in
this area.

Senator COBURN. OK. One final question, and it goes back to the
Taxpayers Right-to-Know Act that passed overwhelmingly in the
House. It is something that we need to do.

I know there is resistance on the agencies because most agencies
do not know all their programs and it will require them some work,
but it is a one-time investment to finally get there.

Gene, I would like your thoughts on—we know why the GPRA
is not working—because the broad definition that OMB gave on
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programs. They put a whole bunch of them together and called that
a program, and a lot of them that they did not call a program do
not get reported. So, consequently, we do not have any accuracy in
terms of the program.

Gene, your thoughts on that?

Mr. DoDARO. I think that if you are going to pass the legislation,
there needs to be a provision in there that there is one definition
of a program that is going to be used consistently across the gov-
ernment. If that is not in there, you are going to end up

Senator COBURN. It is in there.

Mr. DODARO. Yes. And so, that would be my only recommenda-
tion.

I have looked briefly at the requirements. I do not think they are
unreasonable things to ask anybody running an agency and a pro-
gram, to provide. There will be implementation challenges, as you
mentioned, but they should be able to figure out a way to be able
to provide the required information.

Senator COBURN. Gene, do you not think that the American peo-
ple deserve to be able to go online and see what all the programs
are and where their money gets spent?

Mr. DopARo. Of course, they should.

Senator COBURN. Yes.

Beth, I know in our conversations with you and Sylvia that there
were what was called stakeholder concerns, and that really is the
implementation. What are your thoughts now on the Taxpayers
Right-to-Know Act?

Ms. COBERT. I think the issues we want to wrestle with as we
go through this, to get to the goals you are describing in terms of
that transparency, which we are committed to, is the path to get
there, the effort that it takes to do this and to do it right, to
produce data quality. As we know, the underlying systems that cre-
ate this information were not designed to generate that, and so
there is an effort involved in moving from that to consistency in
data standards.

We are working through data standards in a whole number of
areas. We worked through it in the grants reform work we did last
year.

So what I think we would like to do is figure out how we can
get from here to there, understand the work that is entailed, put-
ting sufficient pressure on the system while we are doing it so that
we can get to the goal we both share about having that trans-
parency, ultimately. But it requires work and effort to get from
here to there.

Senator COBURN. But you would agree the American people
ought to be able to see that.

Ms. COBERT. We want to be able to provide transparency about
spending, about results. We want to focus on those things as you
do.

Senator COBURN. OK, one last thought. The last time I looked
the only agency that knew all their programs was the Department
of Education. They actually publish it every year. This is a nothing
for the Department of Education because they have already done
it.
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The question I would ask is, why does only one agency in the
Federal Government actually know all the programs that they are
running?

Ms. COBERT. That is a good question.

I think agencies have come to this from different places over
time, in terms of how their systems were set up, the way they oper-
ate.

They do think about “program” differently. That word has been
used differently for many years. And their operational systems
from which these data are driven were set up for different pur-
poses.

So that is the challenge—translating from the systems we have
to where we would like to go, and that is the effort we would need
to undertake.

Senator COBURN. Actually, I see that as the excuse to not do it
rather than the problem. And I do not mean to be curt with that.
What I am saying is we will never get there if we always have a
reason why we cannot perform versus OMB saying here is what
the definition of a program is; here is the 3-year span; you will be
there in 3 years.

If we have that kind of leadership, this will happen, and we will
not have to have a Taxpayers Right-to-Know Act.

But we are going to get it. We are going to get the Taxpayers
Right-to-Know Act on a level and a vote that is far beyond any-
thing you have seen because, first of all, it makes common sense
and, second, it is the right thing to do and, third, it will make our
government better because we will actually know what we are

oing.

And I know that is your goal. I know that is Sylvia’s goal. I know
that is the President’s goal.

So my hope is that you will help us do that and do it in a way
that you can swallow it. But we are never going to get control of
things until we know what we are managing and we can measure
what we are managing.

Thank you, Mr. Chairman.

Chairman CARPER. You bet.

I think, Gene, in your testimony, you talked a little bit about
weapons acquisition, weapons procurement.

In our old jobs, in leading the Federal Financial Management
Subcommittee, Dr. Coburn and I focused a bit on that very issue—
weapons systems and cost overruns in major weapons systems.

I think the cost overrun maybe a decade ago was several hun-
dred billion dollars, and more recently, it is over $400 billion.

One of the weapons systems modernizations that we focused on
was that of large cargo aircraft that the Air Force uses. At the
time, we were actually leasing Russian aircraft to meet our needs
for oversized cargo. Huge amounts of cargo were taken into Iraq
and, later, Afghanistan.

And the Air Force had come up with the idea of modernizing C—
5s, which were built in the 60s and 70s—huge planes, not the most
dependable aircraft in the world. I will not go into the details, but
just a good example is changing out the engines. They had to do
engine changes every 1,000 flight hours as compared to every
10,000.
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But the Air Force said, if we are going to invest, instead of buy-
ing a whole lot more C-17s, which are great planes, but are not
as big and do not carry as much and go as far, why don’t we mod-
ernize the C-5?

So we started off doing that, and today there are two squadrons
of aircraft at Dover Air Force Base, which is really the home of air-
lift on the East Coast of our country, and they are very good at
what they do.

We have a bunch of squadrons of C-17s that do a terrific job.
They are working in and out of Afghanistan and all over the world
as well.

And now we have, I think almost 18 C—5Ms which are living up
to expectations.

And in the contract that the Department of Defense has, the Air
Force has, with Lockheed, who built the C-5 originally and is doing
the modernization work down in Marietta, Georgia—there is a re-
quirement that the mission-capable rate of the aircraft, once mod-
ernized, be at least 75 percent. That means if you had 100 of them,
at any given point in time, 75 of them go out and do the job. That
was the minimum stipulation.

I am told that the sort of early read on aircraft availability or
operational capability is about 80 percent. So they appear to be ac-
tually above that metric.

A year or two ago, one of the C—5Ms actually broke 40 world
records, flying cargo from Dover Air Force Base to the other side
of the world. It can fly fully loaded, with a full bag of fuel, all the
way across the North Pole and land in Afghanistan, and it can go
all the way to Turkey without stopping for gas on the way. It is
pretty amazing work.

Having said that, you pointed out we waste a lot of money in the
Department of Defense. Some of it is weapons systems. Some of it
is spare parts. It is all kinds of things.

At our veterans’ summit, I mentioned to those who were gath-
ered that we are on track right now, over the next 25 years, to ac-
tually be spending more money in DOD for compensation and bene-
fits than we are going to have—that it will crowd out the whole
budget. It will take the whole budget and not leave us anything for
the warfighters and not leave us anything for weapons systems and
weapons systems modernization. So that is a huge problem that we
have.

I think we also have the opportunity—our controller there is
leaving. Robert Hale is leaving. I think he is a good person. I think
he and his folks have worked hard to try to get them heading in
a better direction, but there is still a huge amount that is going to
be up to his successor to do in this arena.

So this is sort of a broad question, but you raised the issue of
weapons systems procurement and acquisitions and doing it the
smart way.

The issue of strategic sourcing, I think, applies as much to DOD
maybe as much as anybody else—they spend about 20 percent of
our budget.

In terms of improper payments, DOD basically says, we do not
have any.
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Well, this is baloney. They probably have as many as any other
agency, maybe more than most.

In adversity, lies opportunity. There is a lot of adversity here.

The war is winding down. We are out of Iraq. We are winding
down in Afghanistan. There is a greater opportunity now just to
focus on these issues and fight these battles on our home turf.

And so that is a broad question, but let’s talk a little bit about
the Department of Defense. The Marines are making a little bit of
progress, I am told, in moving toward being auditable.

Let’s just talk about the Department of Defense and how they
are doing. What can we do to make sure they do a lot better?

Do you want to lead us, Gene? You raised this. Do you want to
say anything else?

And then I want to kick it back to Dan and to Beth.

Mr. DODARO. Sure. We have seen in the weapons systems area
they are actually bringing down the number of weapons systems in
the portfolio. So that is a good sign.

And there are some early indications that they are getting better
at the cost estimating for some of the initial purchases.

But they are not really managing yet the total life cycle costs of
the development, and so there is still a lot of cost growth over time.

And we have focused on a couple of things there. One is make
sure that the technology they are using is matured before they go
to production. There is still too much concurrency, where we are
going to production before we have ironed out all the technical de-
tails. So that is No. 1, I would say.

They do finally have best practices in their policies, but they
need to follow them, and so congressional oversight is really impor-
tant in that area.

Financial management. They have a plan, but I think that it is
going to be difficult for them to stay on track. There is concerted
effort that needs to be made.

They need to look at the workforce and whether they have all the
right skills to be able to implement reforms properly and to deliver
their audited financial statements—on time over that period of
time.

The supply chain management area is another area where they
are making some progress, but they do not have enough metrics yet
to really track progress in that area. We have suggested additional
metrics.

About 8 of the 30 areas on our high-risk list are DOD business
practices. So we are focused on that. We will have a full update in
all those areas next year.

My overall statement is they are making some progress. It is in-
cremental, but they really need to make more progress in order to
realize the billions of dollars they could save there that are nec-
essary to meet urgent warfighter needs.

Chairman CARPER. About a year ago, Jane Holl Lute sat right
where you are sitting now, Gene. Jane Holl Lute, at the time, was
Deputy Secretary of the Department of Homeland Security—a ter-
rific servant to the people of this country.

And she told us how she would actually come over and meet with
you on a regular basis. I do not know if it was every month, but
basically she would go through GAO’s high-risk list as it pertained
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to DHS and say, what do we have to do to get off the high-risk list?
Whether it is being auditable, getting an unqualified audit, what
do we need to do?

I think you all had a pretty good collaboration, and they made
great progress through her tenure and that of Janet Napolitano.

Does a similar kind of conversation occur with the folks at DOD
and GAQO?

Mr. DoDARO. Not at that level. In fact, we have been, as I men-
tioned earlier, having these meetings with OMB and the agencies
on the high-risk list. We are waiting for the new deputy to be ap-
pointed at DOD to be able to have that discussion.

I have had discussions in the past with deputies at DOD, the
deputy secretary level, but they have been far less frequent than
they were with Jane and, ultimately, not quite as productive.

I am hoping they change that. Beth and I have talked about this.
But there really needs to be a different paradigm there.

We are working at the different component levels, and this goes
to our recommendation earlier about having a chief management
official at the Department of Defense to really focus on these activi-
ties.

Ultimately, the Congress and the Department did not go with
our recommendation to have a full-time dedicated chief manage-
ment official at the Department. They double-hatted the deputy.

Now the deputy position is vacant, and the deputy chief manage-
ment official officer is vacant, too. That person retired.

And so now with Bob Hale leaving, who I agree with you, has
done a very good job over there, they are going to have three big
vacancies to fill which are pivotal to making sure these manage-
ment reforms operate effectively in the future.

So I am concerned, but I do plan to followup once those people
get appointed.

Chairman CARPER. All right, Senator Ayotte, welcome.

I want to ask Beth, if she will, just to finish up responding to
this question, and Dan as well, and it is on weapons systems pro-
curement and ways to save money in the Department of Defense.

Do you serve on the Armed Services Committee?

Senator AYOTTE. I do.

Chairman CARPER. Oh, good. Well, this is probably one that is
on your radar screen as well.

If we could, let me go just for another minute or two.

Beth, just very briefly.

Ms. COBERT. Sure. Let me just echo what Gene said about our
commitment together to have these conversations with DOD. It has
been held up a little bit by the number of management transitions
there, but in my conversations with the individuals who are acting
in those roles they very much welcome those conversations.

They are committed to do things like making improvement on
audits. Improving their auditability is one of their Agency Priority
Goals for this year.

One of the individuals, who led the work at the Coast Guard at
Homeland Security to help bring them to the state where they
could get a clean audit, has now moved over to DOD. So I think
that brings the experience of somebody who took something that
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was complicated and had the experience of making it happen to the
DOD team. That is an important element.

They have made progress at the Marine Corps, and we are work-
ing with them on a range of different topics.

One of our Cross-Agency Priority Goals is strategic sourcing. We
are working with DOD. In fact, Frank Kendall from DOD is the co-
lead on that goal, both so we can leverage within DOD, as well as,
between DOD and the civilian side.

So there is a number of places where we are working with them
to address a number of the issues you raise.

Chairman CARPER. Great.

Dan, I do want to come back.

I want to recognize Senator Ayotte, who is good to join us and
very faithful in her attendance. We are grateful for that.

And I want to come back on the strategic sourcing with respect
to DOD if we could. Thank you.

Senator Ayotte, welcome.

OPENING STATEMENT OF SENATOR AYOTTE

Senator AYOTTE. Thank you, Mr. Chairman.

I want to thank all of you for being here.

I guess I am not sure who is best to answer this question, but
one of the issues that has come up repeatedly with regard to the
Armed Forces has really been the audit issue, and the Air Force
has been the most challenging force with regard to getting up to
audit compliance.

There was a recent hearing we had in the Senate Readiness Sub-
committee, and in that, again, I am concerned that the Air Force
is not going to get up to speed.

Can you give me a sense of that issue from your perspective—
the importance of it, first, and second, where you see DOD in terms
of their progress on this issue?

It is my sense that, for example, the Marine Corps has made
progress, and the Army, but where are we with the Air Force and
also some of the agencies that do not fall neatly within one of the
forces, so I just wanted to get your thoughts on that.

Mr. DopARoO. I would be happy to address that issue.

First of all, in terms of the significance, one of the main reasons
we cannot give an opinion on the governmentwide consolidated fi-
nancial statements is the serious financial management problems
at the Department of Defense. They basically have been
unauditable, and they account for about a third of all the reported
assets for the entire Federal Government and about 16 percent of
expenditures last year. So this is a very significant issue.

It is also significant because it limits their ability to manage effi-
ciently:

Senator AYOTTE. Right.

Mr. DODARO [continuing]. And effectively within the Department.

They have started with a new plan now. This requirement for
them to do this has been on the books since 1996.

Senator AYOTTE. No kidding. Since I got elected in 2010, I have
literally, probably, in every hearing where it is relevant raised this
issue and pressed them on it.
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So I think this has been a requirement on the books for too long,
and we have to get there.

Mr. DobpARO. Right. Yes, right now, 23 of the 24 largest depart-
ments and agencies can get an unmodified opinion. So the DOD is
the one big example where it has not yet occurred.

They are finally focused on trying to audit their budget figures
for a year and also the existence and completeness of their assets
so they know how many they have and where they are, et cetera,
which are two fundamental things that they need to do.

So they are making some progress, but I think there are some
real questions whether they are going to achieve their goals to get
the statement of budgetary resources by 2014 and auditability by
2017.

We are monitoring it very carefully, and we would be happy to
provide more details to you about that.

I have been following this the whole time, since the 90s. For the
first time, I think they are really seriously trying to make the im-
provements, but I think they are overwhelmed with all the require-
ments that they have and changes that they have to put in place
in order to properly account for money.

We did a look at the Army and whether they were ready for their
payroll audit and found that their payroll systems and their per-
sonnel systems did not reconcile. So they were not really ready to
even pass a payroll audit.

I think there are questions not just at the Air Force but all the
main services.

Senator AYOTTE. Well, also, I certainly would love to hear your
advice going forward, serving on both committees, on how we could
help. Obviously, keep raising the issue in the committee but how
we could really help get them over the finish line and make sure
that we hold them accountable for this because this is just a funda-
mental issue in terms of identifying where taxpayer resources are
going and are they being used effectively.

Mr. DODARO. I agree with you. We would be happy to help in any
way we can in this area.

Senator AYOTTE. Thanks. Appreciate it.

Ms. COBERT. And this is a place where at OMB and the Office
of Federal Financial Management work closely with DOD.

I think Gene is right in terms of the renewed commitment and
a new plan to move forward and where we work closely with
GAO—I think everybody agrees it is an important issue. We just
have to get there faster.

Senator AYOTTE. Yes. It has just been too much foot-dragging for
too long, and so we all just have to be working together to make
it happen. They have to make it happen and understand how im-
portant we believe it is.

So I really appreciate your updating me on that.

And I wanted to ask Administrator Tangherlini about a recent
GAO report about the Environmental Protection Agency (EPA’s)
use of purchase card holders—but I am assuming this is not an
issue unique to the EPA although the report was focused on the
EPA, where the Inspector General analyzed the purchases that are
being used with these cards and found that over 52 percent of the
purchases were prohibited, improper, or erroneous, meaning that
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there were purchases made that were not authorized under the law
or otherwise EPA policy.

So I wanted to get a sense. How is GSA modifying or eliminating
or addressing this issue on the card purchase program overall in
light of the weakness, I believe, that really came to light in the
EPA Inspector General report?

But I assume that if this issue exists within the EPA, it perhaps
may exist within other agencies.

Mr. TANGHERLINI. No, I think it is a really important question
and a very difficult issue.

What we are trying to do is really get agencies better data, and
so we actually just completed in the past year the ability to actu-
ally take the data from the three different credit card providers
and put it in a data warehouse. And we are working with agencies
to actually do some fraud analysis against the information we col-
lect, against that credit card data.

But that is reasonably new, and so we have to do a better job
of letting agencies know that that information is available, and we
have to work more closely with agencies to give them the tools nec-
essary to go and look over that information.

I will tell you, though, the great thing about the use of the credit
card is that it actually does give us the kind of information that
the IG can then go back and audit and identify that kind of prob-
lem.

What we need to do is just have more transparency so that’s hap-
pening on a continuous basis, so people know that they are being
observed, that they are being watched, that people are going to be
held accountable for meeting these policies.

Senator AYOTTE. Right. It strikes me as, too, I could see this sort
of verification piece of having the record of the transaction that the
cards provide.

So I think the idea is, obviously, the up-front piece of prevention
in terms of the right policies in place, of being able to catch it as
it is ongoing

Mr. TANGHERLINI. Right.

Senator AYOTTE [continuing]. Before the money is improperly
spent or wasted.

And the other piece that I hope comes from this is the account-
ability piece in the sense that if these cards are misused or used
improperly that there is accountability within the agencies so em-
ployees understand, yes, you will be held accountable and there
will be significant consequences, depending on the nature of the ac-
tions that you have committed.

Ms. CoBERT. What I have seen in my private sector experience
when folks put in place the equivalent, a corporate P-card program,
is that the ability to get the data that Dan described really is
transformational, and your ability to use these programs and,
frankly, use them for both purposes, use them to understand where
there is fraud, take action against it and prevent it, but also to un-
derstand where people are not using them enough because it is a
much more efficient way to do purchasing.

So, when you get that data about records and what is used and
you can analyze it, you can both decrease things that are hap-
pening improperly and also find places where people are using
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more cumbersome or costly purchasing vehicles when they should
be using a card.

So you can use it on both sides.

Senator AYOTTE. I know my time is up. But, on this issue, how
far off do you think—I mean, what is the timeframe as we are now
gathering the data to be able to analyze this?

Where do you think it will be in terms of a timeframe for some
of the practices you saw in the private sector that we can imple-
ment—because I can see the ability to look at patterns where you
could save money overall by looking at the data and also prevent
the fraud piece.

So what can we expect in terms of a timeframe of really being
able to realistically use this data on a day-to-day basis?

Mr. TANGHERLINI. Well, I actually think it is actionable right
now, and in fact, we are doing it at GSA.

And one of the things when I do a quarterly round of meetings
with our agency partners, and I go visit with the Deputy Secre-
taries and the Secretaries of the agencies, and we talk about ways
that we can work together and collaborate to save money.

One of the items we point out is that agencies could actually, as
Beth mentioned, save substantial amounts of money by pushing
their micro purchases, their small purchases, onto the purchase
cards, getting rebates that we qualify for under those purchases,
dramatically reducing the transaction costs of invoicing and ac-
counts payable, but also dramatically increasing the amount of in-
formation we have about what people are spending money on and
where they are spending it.

One of our strategic source initiatives, the office supply initiative,
actually provides the strategically sourced office supply discounts
that we qualify for under the contract automatically when you use
the credit card. So, even if you go up to the counter and pay the
wrong price, it automatically discounts back to the strategically
sourced price.

Senator AYOTTE. Thank you. I know my time is up.

And it sounds like this is being implemented at GSA, but what
we need to do is get this, obviously, across the government in terms
of this being a regular practice.

So thank you for your answers. Appreciate it.

Chairman CARPER. Senator Ayotte, I just want to say thank you
for being so faithful in your attendance.

This is really an important hearing. This is a great hearing. I am
just happy that you could join us, especially when you came in.

You and Senator McCaskill both serve on the Armed Services
Committee, as does Senator McCain, a very senior member. As we
try to do our oversight and meet our oversight responsibilities here,
that dovetails perfectly with the roles that you all play on Armed
Services.

Senator AYOTTE. Well, I appreciate it, Chairman.

I do think this is an important hearing just so that we can, obvi-
ously, more effectively use the taxpayer dollars and make sure they
are going to the right places. So I really appreciate your holding
it, and I thank the witnesses.

Chairman CARPER. I do not know if you were here when I men-
tioned a series of hearings that Dr. Coburn and I held when we
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were leading the Subcommittee on Federal Financial Management,
but we brought in some of the senior people from DOD, controller
folks, and weapons systems people. The No. 2 person on weapons
systems acquisitions we brought in to testify.

This was in the Bush Administration.

We said, explain to us the kind of turnover you got from your
predecessor.

He said, my predecessor left 18 months before I got there.

And we asked, talk to us about your direct reports. How many
direct reports do you have?

And he said, well, I have six direct reports. Only two of them
were filled when I came into my position.

Fast-forward about 3 years later, a new Administration, and we
brought in as a witness the new Administration’s person in that
same position, the No. 2 in weapons systems acquisitions.

We said, tell us about your turnover.

He said, well, it is about an 18 months’ gap.

And it was like all over again.

No wonder we have huge weapons systems cost overruns when
we have these gaping holes in folks in these Senate-confirmed posi-
tions. As good as people are in the Acting position, it is not the
same as having Senate-confirmed.

And we are going to have a vacancy here as the controller leaves.
We have a vacancy in controller. Danny Werfel’s position, I think
is still to be filled at OMB as controller.

And the Administration needs to give more time and attention to
this, and frankly, we do as well. It is a shared responsibility.

All right, Dan, I said I want to come back to you on strategic
sourcing. You had some conversation right here with Senator
Ayotte, but if you want to add anything else on strategic sourcing
with respect to DOD, please do.

We started a series of six votes. We have about 5 to 10 minutes
to go, and I have two other questions. So, speak.

Mr. TANGHERLINI. Sure. No, I will be very quick actually.

DOD is, on the acquisitions side, simply our largest partner. One
of the things we are doing is working very closely with DOD to find
ways that we can develop cooperative agreements in which we can
also leverage the scale of DOD’s buying to help drive down the cost
of non-DOD buying.

Chairman CARPER. Oh, OK.

Mr. TANGHERLINI. So we have cooperative agreements. We are
working with the Defense Logistics Agency to look at ways that we
can collaborate on developing the next generation of systems that
allow for simplifying buying for the goods we provide in common.

We have agreements with the Air Force to use our new services
contract, our new strategically sourced services contract, the One
Acquisition Solution for Integrated Services (OASIS) contract vehi-
cle, so that they can eliminate or reduce duplication of services con-
tracts and drive down costs. We are excited about it because it
helps us leverage the scale of their buying to drive down costs for
non-DOD entities as well.

So we think that there is a vast opportunity for, frankly, us to
work very closely with DOD, to help them meet some of their sav-
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ings goals and, by doing that, actually help every other agency
meet theirs as well.

Chairman CARPER. All right. Thank you.

This is not a question, but I just want to put something on the
table, if I can, Beth.

Senator Warner from Virginia, Senator Portman from Ohio, who
serves on this Committee, along with our original co-sponsors, have
something they call the DATA Act. Congressman Issa and others,
and Elijah Cummings are co-sponsors over in the House.

And Senator Warner has from time to time asked me, well, how
are we doing on the DATA Act?

We are not going to get into the details of it today, but I am
going to ask if we can have just a conversation that includes the
four principals—Senator Warner, Senator Portman, Dr. Coburn,
myself, maybe you, and a couple of other folks from OMB.

I know you all have had some reservations. We have been negoti-
ating through those. I think we are making progress.

I want to get Mark Warner off my back. [Laughter.]

I say that in a loving way.

But this is an important initiative; you know that. I think you
are trying to make it better and make sure we do not do foolish
things in passing the legislation. So I just want to put that on your
radar screen.

I have two quick questions, and then I am going to run and join
my colleagues. I think it is six votes in a row.

The first, on real property.

I talked about scoring earlier by CBO, how sometimes it is frus-
trating because they do not score things when you actually know
they are going to save money.

The current scoring rules require full up-front funding for prop-
erty projects. Therefore, agencies are often compelled to enter into,
as you know, costly long-term leasing arrangements. Today, GAO
released a report that attempts to address this issue while putting
forth a variety of alternative funding approaches for major capital
projects.

I would just ask Mr. Dodaro, how are the scoring rules pre-
venting Federal agencies from executing many of the strategies
necessary to meet their real property needs, and are there specific
budgetary changes that would assist Federal agencies in better
managing and reinvesting in their real property portfolios?

The scoring rules actually incentivize agencies to enter into long-
term leases instead of building or buying maybe themselves when
thati makes more sense. We have the incentives misaligned.

Please.

Mr. DODARO. Yes, definitely. The scoring rules right now provide
that if an agency wants to purchase, it has to score the whole cost
of the purchase up front. It would be the equivalent of having to
pay for your house immediately as opposed to mortgaging it over
a period of time. So because of that, agencies over rely on leasing.

Now we looked recently at the leasing issue, and we looked at
the high-value leases, and there are 200 of them. These leases rep-
resent only about 3 percent of GSAs total number of leases, but
they account for a third of the total cost that GSA pays for those
leases. In some cases, the agencies have been in leased space in the
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same buildings for decades; in some cases, 40 or 50 years. So it
really makes sense for the Federal Government to figure out a way
to do this.

Now, in the report that we released today, we have put forth sev-
eral options for people to consider and really to start a dialogue on
this so we can move to a different paradigm in this area, so it
would be more helpful.

One would be to modify the current Federal building fund. Right
now, there are obligation limits put on the building fund, which
keep GSA from using the full amount of money that is in there.

Another is to try to time the receipts more to the expenditures.
Right now, the receipts come in as they are received, but funds for
the expenditures are appropriated later. So there is a mismatch be-
tween those areas.

We have also suggested some other alternatives that could be set
up where GSA could borrow from the Federal Financing Bank and
create a little different model and then be able to pay the bank
back over time. Alternatively, specific carve-outs could be put in
place to be able to do this.

But all these options that we put forward really provide a dif-
ferent financing vehicle so that the Federal Government can pur-
chase and own the property when it makes sense for them to do
so. In some cases leases make sense, but in many cases they do
not.

And so these models in this report today can start an important
dialogue, and I appreciate the input that we have received from
both Dan and his people at GSA and Beth at OMB into this. We
have had a lot of good input.

And so we are hopeful that the report will provoke a dialogue
which is much needed.

Chairman CARPER. Dan, we have about 7 minutes, 6 minutes left
on the votes, so I am going to take just a minute, if you will.

What I want to do is maybe gather us together, maybe by phone,
to followup on this conversation, and maybe with Dr. Coburn and
a couple others and our staffs, with perhaps the three of you, rath-
er than pull everybody together.

But just give me a minute. Just take your best shot.

Mr. TANGHERLINI. Very quickly, I would say that the scoring
rules are not the problem. They are more the symptom, frankly.

The bigger problem is having a meaningful strategy that recog-
nizes that we are going to have a long-term investment in real es-
tate.

In many ways, the GSA Federal Buildings Fund is actually set
up in a very businesslike way, where we collect rent from agencies
that is set at a market level.

Chairman CARPER. Right.

Mr. TANGHERLINI. That market level is determined through anal-
ysis and audits, investigations and inspections.

And then what we are supposed to do is make investments based
on continuing need in the buildings.

What has happened over time is since we have not had full ac-
cess to those rent funds people have pushed more into the lease
areas. As Gene pointed out, our average tenancy in a Federal
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building lease is in the decades. It is actually 27 years and grow-
ing.

And so what happens is we are paying for that building over and
over on the lease side. By our estimates, it is about twice as expen-
sive—I think that is confirmed by GAO—to lease than it is to buy
or build.

And so what we have to do is ask ourselves, are there some of
the mechanisms in the GAO report or other ones that we could
come up with which would allow us to do this in a more efficient
and effective way going forward.

Chairman CARPER. All right. Beth, I am going to ask you to hold
your fire. I would love to stay here for another 15 minutes and
dwell on this.

I am going to ask a question of you, Ms. Cobert, for the record
and then just ask you to respond on the record, but I want to at
least get it on the record.

The management agenda, as I think you have mentioned, em-
phlasizes the importance of recruiting and developing top agency
talent.

Ms. Cobert, the question I will be asking for the record is, what
are the Administration’s specific plans in this area? We have talked
about that to some extent today.

How will you monitor and measure the progress in this area over
the next few years?

Again, this is a shared responsibility; we realize that.

I will close with this thought. In the Navy, when we used to try
to do something really hard, we would say it is like turning an air-
craft carrier, but if you stick with it, you can change the course of
an aircraft carrier.

In naval aviation, we used to say—if it was really hard, we
would liken it to trying to change an aircraft engine while the air-
craft was in flight.

And this is like turning the course of an aircraft carrier—hard,
long, takes a lot of effort, but we can do it.

I think I am encouraged today that we can see the course of the
carrier is changing.

This is an all-hands-on-deck effort, though. OMB cannot do it by
themselves—GSA, GAO, as good as you are and your team are.

And this is the dream team. This is a great team. We are just
so proud of you. We were talking up here, Democratic and Repub-
lican staff, about what a great leadership team we have here.

We think the leadership team here is pretty good, too, and we
have the opportunity to leverage and to get the kind of result so
that when the people that we are asking to pay a little bit more
money in taxes, in order to help bring down the deficit and put us
on a more fiscally sustainable position, when they say, I do not
mind paying some more in taxes, I just do not want you to waste
my money, we can say, well, there is a whole lot that we are doing.

And the plan is not just on paper, not just a plan, but actually,
we are implementing and getting it done.

So my thanks to all of you for being with us today and for the
good work that you are doing.

We want to followup and continue to followup very closely with
you, and I think to collaborate with the defense committee, Armed
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Services Committee, that some of our colleagues are very much in-
volved in as well, and we will get some synergies out of that.

All right. The hearing record will remain open for 15 days. I
think that is until March 27, at 5 p.m., for the submission of state-
ments and questions for the record. I will have a few, and I am
sure my colleagues will as well.

Thank you for a wonderful hearing. Keep up the good work.
Thank you.

[Whereupon, at 10:46 a.m., the Committee was adjourned.]






APPENDIX

Opening Statement of Chairman Thomas R. Carper
“Management Matters: Creating a 21st Century Government”
March 12,2014

As prepared for delivery:

We’re here today because proper management in the federal government matters. It matters for
many reasons.

First and foremost, when the American people pay for a government program, they deserve
excellence in service in return. Whatever the mission of a public servant — be it protecting or
defending our nation, researching cures for diseases, providing support to our nations’ farmers,
you name it — that public servant is going to do a better job if backed by a well-run organization.

Management also matters because of the fiscal challenges that our country has faced in recent
years, [ have said many times that any viable solution to these challenges requires a three-
pronged approach.

First, we must both cut spending and address revenues in a balanced approach.

Second, we must rein in the cost of entitlement programs in a way that does not savage the poor
or the elderly.

And, finally, through better management of government programs, we must deliver improved
services to the American people at a lower cost, or at least at the same cost.

So our hearing today ~ and the President’s management agenda — falls squarely within that third
prong.

In addition to saving money and helping address our budget deficit, smart government
management can lead to economic growth. For example, we will hear some encouraging
examples today of how opening government data has led to business opportunities in the private
sector.

The President has laid out a management agenda in his budget request entitled ‘Creating a 21*
Century Government.” The list is a familiar one to those of us who have been toiling in the
trenches of government management for years as my colleagues and I on this committee

have. The goals include improved acquisition outcomes, better property management, and
reduction of improper payments.

To me, it’s no surprise that there are no surprises on the list. We have known for some time what
the challenges are. What we need to do now is to roll up our sleeves and make progress.

Key to making progress on all aspects of the management agenda will be recruiting, training, and

retaining the federal workforce of the future. That must include building a first-class senior
management team to help ensure that the government sustains a top-notch workforce. I'm

(39)
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pleased to see that as a pillar of the management agenda, and to hear today from our witnesses
about how we can make further progress in this area.

In closing I'il note that there is plenty of room for bipartisan cooperation on these issues. I hope
that today’s hearing will help energize and provide focus to these efforts, so that by the time the
next budget request is rolled out, we can report some good results to the American people about
saving money and improving government service.
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OFFICE OF MANAGEMENT AND BUDGET
BEFORE THE COMMITTEE ON HOMELAND SECURITY AND
GOVERNMENT AFFAIRS
UNITED STATES SENATE

March 12, 2014

Chairman Carper, Dr. Coburn, members of the Committee, thank you for the opportunity to
appear before you today. I am honored to be here to talk with you about how the President’s FY
2015 Budget supports the Administration’s efforts to deliver a 21st century Government. Core
to this effort is the President's Management Agenda, the broad contours of which we released
last week as part of the President’s Budget. The Agenda’s initiatives reflect the Administration’s
commitment to delivering better results for the American people. Whether it’s improving how
the Government delivers services to citizens, making it easier to access the results of federally-
funded research, or saving on real estate costs, the Administration is committed to creating a
Government that is more effective, efficient, and supportive of economic growth.

I also appreciate the opportunity to testify along with Comptroller General Gene Dodaro, and
Administrator Dan Tangherlini. OMB has a strong partnership and working relationship with
GAO. From ensuring accountability for progress on issues on their High Risk list or identifying
opportunities for acquisition reform to continually evolving performance management efforts,
OMB and GAO have made it a common practice to leverage their findings to inform our policy.
The management reforms we are undertaking are important to mission productivity and creating
positive outcomes for citizens. It is therefore important that we continue to leverage each other's
respective roles to bring about real, measurable changes.

OMB has also worked closely with GSA on a number of Administration priorities, including
many of the mangement initatives [ will talk about today. Dan’s leadership has been essential in
the development of the Cross Agency Priority goals which were released this week. Dan and the
team at GSA are core partners in the Administration’s work on effectiveness and efficiency, on
which I will provide more detail later.

When we set out to design the Management Agenda last year, we began by listening. We
listened to Federal workers, to business organizations and unions, and members of Congress.
With help from this input, we developed a comprehensive forward-looking Agenda to improve
the way the Government delivers for Americans. This effort will continue to evolve as we get
feedback, deliver results, and identify new priorities. This is a living agenda; we will make
adjustments where needed and expand upon areas of progress. And we would like the
opportunity to work with Congress to promote reforms that will support this Agenda.
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Today, I will outline the four areas of focus that make up the Management Agenda and discuss
how the Budget supports specific initiatives in these areas. In addition, I will describe the
Administration's plans for ensuring accountablity for delivering on these priorities.

The key pillars of the Management Agenda are effectiveness, efficiency, economic growth, and
people and culture.

Let me begin with effectiveness. The Administration’s commitment to an effective Government
focuses on delivering a world-class customer service experience for citizens and businesses.
Americans today live in a world where almost anything can be accessed instantly from a phone
or computer. To deliver effective services, government transactions need to be available in the
simple, accessible, and easy to use formats that our citizens and businesses expect. That is why
the Administration wants to invest in user-friendly experiences for common Government
services. Applying for veterans’ benefits or Social Security assistance, for example, should be
quick and simple. The Budget request includes $100 million for Social Security Administration
customer service modernization to reduce customer wait times and enhance services to the
public. The Administration also proposes investing in an eBenefits web portal at the Department
of Veterans Affairs (VA) to allow veterans to access information about their own benefits,

The President's Budget also supports initiatives to allow businesses to experience higher quality
service levels in their interactions with the Government. For example, we are modernizing the
Federal infrastructure process for permitting and reviewing major projects, thereby reducing
uncertainty for project applicants, reducing the time by half for permitting decisions, and
producing better environmental and community outcomes. The Budget also invests in
significantly enhancing and expanding SelectUSA, which leverages cross-agency involvement to
promote and facilitate inbound investment in the United States.

The Administration will also focus on Smarter IT delivery across the Federal Government. We
have made strides in improving management of IT spending, especially on the more standardized
elements of IT, by institutionalizing new mechanisms like PortfolioStat, a data-driven review of
agency IT portfolios. Since 2012, we have saved $1.6 billion and improved the operational
capability of the Government through the use of PortfolioStat. But, as the initial rollout of
Healthcare.gov showed, we still have more to do. The Administration is committed to delivering
smarter IT services, and shifting the focus of Government IT projects from simply complying
with requirements to truly meeting users’ needs. To do this, we need the best talent working
inside Government, the best companies working with Government, and the best processes in
place to ensure accountability for delivering results for the American people.

Additionally, we are focused on efficiency as we continue and improve on initiatives to
streamline the way Government delivers services. That is why we are putting in place efforts to
expand strategic sourcing across Government. Strategic sourcing, using the Federal
Government's buying power to save on essential purchases, has already saved the over $300
million since 2010. We are also continuing efforts to ensure that the Government has
appropriate oversight and management mechanisms in place for Federal contractors
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We also are focused on increasing shared services across the Government, streamlining core
administrative functions that nearly all agencies use, like human resources, 1T, and finance. For
example, in 2015, we will be transitioning the Department of Housing and Urban Development's
(HUD) core financial management functions to the Department of the Treasury in the largest
financial management shared service arrangement established to date.

These efforts go hand in hand with activities underway to enhance productivity, avoid
duplication, and save money for the taxpayers. As part of the Management Agenda, the
Administration will expand on successful efforts to reorganize or consolidate programs to reduce
duplication and improve efficiency to achieve cost savings. The Budget supports continued
progress in areas such as reducing administrative overhead, cutting improper payments, saving
on real estate costs, reforming military acquisition, and consolidating data centers.

As part of this effort, the cuts, consolidations, and savings proposals included in the Budget
propose a Government-wide reorganization of science, technology, engineering, and
mathematics (STEM) education programs designed to enable more strategic investment in
STEM education and more critical evaluation of outcomes,' 1n 2012, there were more than 200
separate STEM education programs across Government. As part of the reorganization, 107
program consolidations and eliminations have been implemented or will be completed in 2014,
through actions by Congress or consolidations or eliminations undertaken by the Administration.
The Budget continues to reduce STEM fragmentation by proposing 30 additional program
consolidations or eliminations and focuses ongoing efforts around the five key areas identified
by the Federal STEM Education 5-Year Strategic Plan.

Furthermore, the Administration is continuing its efforts to reduce improper payments, which are
on the decline across Government. Last year, agencies recovered billions in overpayments
through audits and other methods. Ensuring that taxpayer dollars are spent properly remains a
top Administration priority, and our efforts to cut improper payments will continue in the coming
years.

We also continue to make progress in improving our use of Federal real estate. As the largest
property ownet in the United States, the Federal Government has a responsibility to use space
efficiently and dispose of space we no longer need. 1n 2012, the Administration announced our
“Freeze the Footprint™ policy to stop the office space growth in the real estate inventory. This
month, we will begin publicly tracking on Performance.Gov adherence to a fixed baseline of 730
million square feet.

Third in our Management Agenda: the Budget invests in the Administration’s commitment to
economic growth. By continuing to make Government-generated data as well as the products of
Federally-funded research and development available to the public, the Government can
empower individuals and businesses while promoting innovation, job creation, and economic
prosperity.

Since 2009, the Administration has released tens of thousands of Government data sets to the
public, while ensuring strong privacy protections are in place. Private companies have used

: http://www.whitehouse.gov/sites/default/files/omb/budget/fy2015/assets/ccs.pdf
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Government data sets to bring transparency to retirement plans, help consumers find deceptive,
erroneous, and fraudulent charges on their credit and debit card bills, and increase crop yields by
enabling rapid adaptations to climate change through better crop selection and management. We
continue to support opening up Federal data, especially for high-impact sectors like education,
healthcare, energy, and tourism. For example, in FY 2015, agencies will be opening key
economic indicators such as GDP, Capita Income, Personal Income, Farm Income, Earnings, and
more through improved Application Programming Interfaces, making it easier for application
developers and innovators to use this data.

The Budget also invests in economic growth through more effective transition of R&D results
from the laboratory to the marketplace. It reflects the Administration’s commitment to
accelerating this transfer by proposing increased funding for the National Science Foundation’s
public-private “Innovation Corps™ program to bring discoveries ripe for innovation out of the
university lab.

The Budget also commits to expanding the use of evidence and rigorous evaluation in budget,
management, and policy decisions, making better use of government data, conducting new
program evaluations, and adopting evidence-based decision making structures to ensure that
funds are used to their greatest effect. For example, the Budget provides new authority and new
resources for the Social Security Administration, in partnership with other Federal agencies, to
test innovative strategies to help people with disabilities remain in the workforce.

The fourth area of focus for the Management Agenda is People and Culture. Building a 21st
century Government starts with the people who work for it. A high-performing Government
depends on an engaged, well-prepared, and well-trained workforce with the right set of skills for
the missions the Government needs to achieve.

The President recognizes that the last few years have been challenging for the Federal workforce.
Three years of a Federal pay freeze, sequester cuts, and a 16-day shutdown of Government have
made it increasingly difficult to deliver on agency missions. Yet, Federal employees continue to
persevere and serve the American people with passion, professionalism, and skill. Whether
defending our homeland, restoring confidence in our financial system and supporting a historic
economic recovery effort, providing health care to our veterans, conducting diplomacy abroad,
or searching for cures to disease, we are fortunate to be able to rely upon a skilled workforce
committed to public service.

We want to make sure that these talented public servants have the right tools and are supported
by a culture that values excellence and encourages innovation. We will prioritize leadership
development, so that those who guide our agencies can create the best work environment for
their teams and deliver the best possible results. We will recruit the next generation of Federal
leaders, sustaining our workforce so it can continue to do the work of the Nation for decades to
come.

We also want to invest in our Federal workforce by developing Government-wide enterprise
training and resource exchanges. Agencies will learn from each other’s programs by sharing the
good work they are already doing in employee management. For example, the Budget includes
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funding for the Office of Personnel Management to expand data-driven analytics on employee
engagement and to extend leadership development opportunities for the Senior Executive
Service. And beginning this year, we are launching pilot projects to look at improving
recruiting, hiring, and talent deployment. We will also focus on family friendly workplace
policies, including ways to effectively use telework to create flexibility for Federal workers. We
want to work with employee labor unions and with Members of Congress to make progress in
this area.

As you can see, the President’s Management Agenda is ambitious and cross-cutting. In some
areas we have already seen progress, and we will continue to launch new initiatives. As the
Administration works to deliver on this Agenda, we are also committed to driving effective
performance management across the whole government by using the framework developed with
Congress in the Government Performance and Results Act (GPRA) and the GPRA
Modernization Act.

The performance framework includes goals and performance reviews at three levels:

1. Cross-Agency Priority Goals which address implementation issues that cut across
multiple organizations

The Administration has established 15 management and mission Cross-Agency Priority (CAP)
Goals, which give us the tools to bring agencies together to work on issues that require close
coordination. Specifically, we focused on areas requiring coordinated implementation across
multiple agencies to achieve the desired impact.

For example, the National Economic Council, together with the Deputy Secretaries from the
Departments of Commerce and State, are leading efforts to encourage foreign direct investment
and spur job growth by improving Federal investment tools and resources while increasing
interagency coordination. Over the last 10 years, U.S. affiliates of foreign companies
employed more than five million workers, many of whom are in high-paying manufacturing
jobs.

In another example, GSA and OMB are teaming up to lead a cross agency goal to improve
administrative efficiency and increase the adoption of effective management practices by

establishing cost and quality benchmarks of mission-support operations and giving agency
decision-makers better data to compare options, allocate resources, and improve processes.

Later this spring, we will release detailed action plans for each of these goals, including specific
metrics and milestones for gauging progress. The inter-agency Performance Improvement
Council also will support the goal teams to ensure they are utilizing leading performance
measurement and management practices.

Goal Leaders, who are senior officials within the Executive Office of the President and agencies,
will review progress on the goals on at least a quarterly basis. OMB will also review progress
across all the CAP goals and update the public on our progress at Performance.gov each quarter.



47

Embargoed Until Delivered

2. Agency Priority Goals which will be used to achieve an agency’s near-term,
implementation-focused priorities

Since 2009, the Administration has seen measurable progress from the use of Agency Priority
Goals. For example, Treasury used its “Treasury Stat” effort to cut the number of paper benefit
payments from 131 million in 2010 to 39 million in 2013, exceeding its Agency Priority Goal,
saving the American taxpayer money.

The FY 2015 Budget establishes nearly 100 Agency Priority Goals focused on a range of
important issues from reducing healthcare-associated infections to increasing energy efficient
housing to expanding small business access to export financing. For example, in partnership,
HUD and VA continue to make progress on their joint-goal to reduce the number of Veterans
living on the streets, experiencing homelessness to zero by the end of 2015.

Each goal has clearly identified Goal Leaders, an action plan, and indicators which can be used
to track progress. Over the past month, I personally have been engaged with the agency Deputy
Secretaries, in their role as Chief Operating Officers, to confirm that they own these goals, and
confirm the senior official(s) that would lead implementation. We engaged agency leadership
and staff to embed the Agency Priority Goal process into their core management processes. We
were pleased that the Government Accountability Office's recent report concluded that “agency
officials said their reviews allowed different functional management groups and program areas
within their agencies to collaborate and identify strategies which led to performance
improvements.” We also recognize —~as GAO suggested — that while we have made progress,
there remain opportunities to strengthen these practices and we are committed to doing so. Like
the CAP goals, progress against Agency Priority Goals will be reported quarterly on
Performance.Gov.

3. Strategic Objectives and Annual Reviews which are a comprehensive set of the outcomes
the government is trying to achieve and an assessment of the progress being made

This year is the first year we will be releasing updated agency strategic plans along with the
President’s budget. Strategic plans provide the agency’s mission, long-term goals, strategies
planned, and the approaches it will use to monitor its progress in addressing specific national
problems, needs, and opportunities. From these broader strategic goals, agencies establish
specific performance targets and set key milestones for the current and next fiscal year within
their annual performance plans. For example, the Department of Commerce has just released its
Strategic Plan with five strategic goals focused on trade and investment; innovation; the
environment; data; and operational excellence as well as 18 specific objectives (e.g., increase the
capacity of U.S. regional economies).

New this year, the Administration has established a strategic review policy where each year
agencies will assess the extent to which progress is being made on their strategic objectives. The
reviews will clearly identify those areas that have significant challenges and those making
noteworthy progress. These annual reviews will begin each spring and incorporate a variety of
analytical evidence to support the assessments. Specifically, for each agency strategic objective
or outcome agencies will synthesize available evidence to answer key questions including: What
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were the programs’ impacts? How efficiently were those results delivered? Are there lessons
learned and successful innovations? What future opportunities, risks, or challenges may affect
outcomes?

Based on the analysis, agencies will develop a list of actions and decisions that are needed to
improve performance. The results will then be used to inform the budget, legislative, regulatory,
and administrative decisions within agencies, as well as with OMB and the Congress. The first
results of these reviews will be released next year with the FY 2014 performance reports.

As Pve noted, all of this information is available through Performance.Gov. We will be tracking
our progress, and the public will be able to see how we are doing and see what is working and
what is not.

In conclusion the Administration is focused on improving management to drive performance for
the American people and American business in the services the Federal Government provides
and in the returns and value achieved with taxpayer dollars. We have put effectiveness,
efficiency, economic growth, and investments in the Federal workforce at the center of this
effort.

With a strong focus on execution and accountability, we look forward to working with Congress
to create a 21st century government that will make a significant tangible and positive difference
in the lives of the American people.



49

STATEMENT OF
THE HONORABLE DANIEL M. TANGHERLIN!
ADMINISTRATOR FOR GENERAL SERVICES ADMINISTRATION
BEFORE THE
COMMITTEE ON HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS
UNITED STATES SENATE

March 12, 2014

Chairman Carper, Dr. Coburn, and Members of the Committee, thank you for the opportunity to
appear before you today.

First, let me express my appreciation for the honor of sharing this pane! with two individuals who
both have done so much work to address the important issues we are discussing today: Beth
Cobert, with whom | have worked closely since her confirmation as Deputy Director for
Management at the Office of Management and Budget (OMB), and Gene Dodaro, whose work
and oversight at the U.S. Government Accountability Office (GAO) continues to identify
challenges and critical areas for improvement across the Federal government.

This Administration is committed to providing the American people with a government ready to
meet the challenges of the 21 century. During the last five years, the Federal government has
made great progress toward meeting that goal, but there is still more to do. The President’'s
Management Agenda looks to continue this progress with a focus on four key areas:
effectiveness, efficiency, economic growth, and people and culture.

As a provider of real estate, acquisition, and technology services to the Federal government, the
U.S. General Services Administration (GSA) is uniquely positioned to help agencies in all four of
these areas. Today, | will discuss GSA’s common sense solutions in support of the
management agenda, outline our work on Cross-Agency Priority Goals under the Government
Performance and Results Modernization Act (GPRAMA) that further support these efforts, and
highlight initiatives within GSA's FY 2015 budget that will help us accomplish these important
goals.

Efficiency —

GSA encourages efficiency across government through a variety of common sense initiatives,
and particularly by helping agencies buy smarter and reduce their real estate footprint.

The Federal Strategic Sourcing Initiative (FSS!) is integral to this effort. This programis a
structured and collaborative process of critically analyzing an organization’s spending patterns
to better leverage its purchasing power, reduce cost and improve overall performance. By
going out to the market as one large buyer, an approach common to the private sector, the
Federal government is enhancing buying power, streamlining acquisition operations, improving
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service, and creating significant savings. Since we began using this program to make
purchases in 2010, we have saved more than $300 million for Federal agencies while
increasing the participation of small businesses and reducing duplication across government.

When | last testified on strategic sourcing solutions before this Committee, we had in place four
strategic sourcing vehicles.! Since that time, GSA has awarded the next generation of Print
Management services; put in place strategic sourcing vehicles for Maintenance, Repairs, and
Operations (MRO) contracts; and issued a Request for Proposais on the third generation of
strategically sourced Office Supplies (0S3). With MRO alone, we expect agencies to save $16
million in the first year, rising to more than $30 million annually with increased use. Through
better pricing and reduced administrative costs, GSA expects OS3 to save agencies millions
annually. Additionally, utilizing strategic sourcing principles, we have also awarded contracts
under the One Acquisition Solution for Integrated Services (OASIS) — Small Business. This
program aims to ensure that agencies receive the best value for complex professional service
requirements while providing transparency into spending around these contracts to drive better
pricing moving forward.

At GSA, we aiso offer innovative technologies and digital services to agencies across
government that reduce duplication, improving efficiency. One example is the Federal Risk and
Authorization Management Program (FedRAMP), a government-wide program that accelerates
adoption of cloud computing across government by providing a standardized approach to
security assessment, authorization, and continuous monitoring for cloud products and services.
This mandatory approach, which uses a “do once, use many times” framework, is saving cost,
time, and staff required to conduct redundant agency security assessments.

As part of the President's management agenda, GSA is also encouraging efficiency by helping
agencies to reduce their real estate footprint. We are doing this in a variety of ways:
encouraging better utilization of existing space; helping agencies dispose of unneeded
properties; and assisting agencies to measure real estate performance as part of the
Administration’s Freeze the Footprint initiative.

GSA foliows the model we applied in our own Headquarters facility when working with agencies
to utilize their space more efficiently. At 1800 F, we have transformed our space into a modern,
mobile, open work environment. Maximizing the benefits of desk sharing, mobile IT
technologies and telework allowed GSA to eliminate six leases and consolidate these
operations into a single building, resulting in millions in annual savings through lease cost
avoidance.

GSA's FY 2015 budget request includes a number of projects like this one that will reduce real
estate costs for partner Federal agencies and the Federal government overall. For instance, in
Detroit, GSA plans to exercise an option to purchase a building currently occupied by the
Internal Revenue Service for $1, and then proposes to renovate the facility, aliowing other

* Express and Ground Domestic Delivery Services; Office Supplies; Print Management; and Wireless.



51

agencies to move from leased locations into the Federal building. This project eliminates leased
space, saves $11 million per year in potential rental payments, and allows GSA to get the most
from its Federally-owned real estate portfolio. Projects like this one in Detroit are the type of
common-sense investments that the government needs to do more of, and supporting GSA’s
budget request for the Federal Buildings Fund will allow us to continue to make these cost-
saving investments.

When property either cannot be better utilized, or it is not cost-effective to do so, GSA
consistently helps agencies dispose of their excess property. in FY 2013, GSA disposed of 213
Federal properties, generating $98 million in proceeds.? We will continue to work with our
partner landholding agencies to remove more properties from the federal inventory.

Finally, GSA worked in tandem with OMB on the Freeze the Footprint initiative. The Freeze the
Footprint policy requires agencies to establish a baseline square footage and offset any
proposed increase in space with a commensurate reduction elsewhere in the agencies’
inventories. Additionally, agencies must identify projects that will help them to reduce their
footprints. As indicated in OMB's statement, this information will soon be available to the public
for tracking on performance.gov.

These initiatives, as well as others, are crucial in encouraging efficiency across government.
GSA is committed to driving down prices, delivering better value, and helping reduce costs so
that partner agencies can focus their resources on their core missions.

Effectiveness —

The American people expect and deserve a government that effectively meets the needs of its
citizens. At GSA, we offer innovative technologies and digitai services to agencies across
government that reduce dupilication, deliver more effective services, and create a more
transparent government.

One way we can accomplish this important goal is smarter IT delivery. GSA is on the leading
edge of these efforts. In collaboration with White House Office of Science and Technology
Policy, GSA manages the Presidential Innovation Fellows (PIF) program. The PiF program
hires and assigns some of our nation’s brightest individuals to specific agencies and challenges
them to implement projects that save money and make the Federai government work better for
the American people. The program is set up to deliver resuits in months, not years, and has
already demonstrated its value. One example is FBOpen. This open source search tool makes
it easier for small businesses and less traditional federal contractors to better find and bid on
government opportunities, while increasing competition and delivering a simpler way to find all
of the opportunities the federal government makes available. This project did not go through
years of requirements development and contracting. It was developed in-house with existing

% Of these, 8 were GSA-controlled properties.
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government data and was completed in less than six months. This expedited approach is one
that GSA is using in support of additional projects, and we anticipate expanding its use moving
forward.

GSA’s FY 2015 budget request supports these efforts with increased funding for the Office of
Citizen Services and Innovative Technologies (OCSIT).

GSA's Office of Government-Wide Policy also works toward improving the effectiveness of
government by developing evidence-based policies that are designed to lead to better Federal
mission delivery. GSA’s FY 2015 budget request will enhance, data, analysis, and policy efforts
to drive progress in right-sizing the Federal fleet; developing the civilian acquisition workforce;
and enhancing cybersecurity efforts, among others.

GSA is also making investments in our real estate inventory to create a 21* century workplace
that saves money and increases productivity. With investments in GSA’s FY 2015 request, we
will help agencies to reduce their office space and foster collaboration, improving effectiveness.

Economic Growth —~

GSA also is leading efforts to provide government-generated data to entrepreneurs and other
innovators to fuel development of products and services that drive economic growth.

GSA operates Data.gov, the flagship open government portal, which enables easy access to
and use of more than 90,000 data collections from over 180 government agencies. By
facilitating information transparency and access, GSA allows anyone, whether an individuat or a
business, to take public information and apply it in new and useful ways.

Additionally, GSA maintains the Prices Paid Portal. This proof of concept tool is intended to
provide greater visibility into the prices paid by government agencies for commonly purchased
goods and services. Currently, the system is being populated with initial data on simpie
commodities such as office supplies, with data on more complex items to follow. Allowing the
federal acquisition community to see and analyze the cost of these good and services is
intended to drive better pricing for all future federal procurements.

GSA also drives economic growth through smart investments in the Federal government's real
estate. In FY 2015, GSA has proposed $420 million to modernize and expand three border
crossing and inspection projects in San Ysidro, CA; Alexandria Bay, NY; and Calexico, CA.
These modernizations will promote economic growth, national security, and improve conditions
for both vehicular and pedestrian traffic.

Through transparency and investments, GSA is doing its part to encourage economic growth.
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People and Culture —

GSA supports the goals of the management agenda in providing the talent, training, and
resources to deliver the results the American people expect.

GSA is committed to ensuring that we have the most capable individuals supporting government
efforts. As outlined above, the PIF program provides a new avenue to attract exceptional talent
and dedicate that talent to solving tough Government challenges. This program has already
delivered results, and we believe it is a promising approach to solving other long-standing
Government challenges. On March 6", the White House Office of Science and Technology
Policy and GSA announced that we are now accepting applications for the third round of
Feliows. This round is anticipated to work on projects in three national priority initiatives:
building a 21° century veterans experience by unifying disparate services into a single “one-stop
shop” for accessing Veterans Affairs services and benefits; unieashing the power of data
resources to change American lives; and experiments in crowdsourcing government.

GSA maintains training programs that help ensure professionals have the skills they need to
manage programs effectively. For instance, GSA's FY 2015 budget request includes, among
other items, funding in support of acquisition training through the Federal Acquisition Institute,
as well as training in support of building managers to ensure we meet the goals and savings
anticipated in the Federal Buildings Personnel Training Act. This modest investment in training
can help to ensure that there are not bigger, and far more costly, challenges down the fine in
improperly conducted procurements, or lost potential savings in inefficiently run buildings.

Additionally, GSA helps to ensure that we have toois that allow the Government to access the
ingenuity of the American people to help solve Government'’s challenges. GSA manages
Challenge.gov, an award-winning platform to promote and conduct challenge and prize
competitions government-wide. Challenge.gov seeks to involve more Americans in the work of
government. Eighty contests were hosted in FY 2013, covering a wide range of technical and
creative challenges. For instance, the Federal Trade Commission (FTC) hosted a robocall
challenge, which asked innovators to create solutions to block illegal robocalls on landiine or
mobile phones. The FTC received nearly 800 entries and selected two winners in a tie for the
best overall solution. One winning solution, Nomorobo, went to market on September 30, 2013,
and has blocked nearly 1.3 million calls for consumers.

Cross-Agency Prionity Goals —
Finally, GSA is also doing its part under GPRAMA to assist agencies in achieving Cross-Agency

Priority Goals. These efforts range from Cybersecurity to Sustainability to Data Center
Consolidation, among others.
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One particularly crucial priority that Beth and [ are leading together focuses on Benchmarking
Mission-Support Functions. This effort looks to establish common metrics around administrative
functions all agencies share: Financial Management, Human Capital, Real Property, Acquisition,
and IT Management. By establishing benchmarks, the Federal government will be able to
assess the effectiveness and cost of common functions across government. This effort will
allow for identification of best practices and services to improve administrate efficiency and
reduce costs.

As a former CFO of the Treasury Department, City Administrator of Washington, D.C., and OME
budget examiner, this work is especially important to me because | know how useful and
transformative having comparative data can be. With a common way to measure and compare
agency core administrative functions we can transform the way we deliver services internally
that will in turn allow us to transform how we deliver services externally.

Conclusion -

The Administration is committed to delivering an efficient and effective government, and the
President’'s Management Agenda continues to drive agencies to achieve that. At GSA, we are
working to use the size and scope of the Federal government to drive down costs and increase
efficiency in support of these efforts; we are also leading Cross-Agency Priority Goals that will
accomplish these goals. Our FY 2015 budget request will help us to further these efforts.

| appreciate the opportunity to be here today and |} am happy to answer any questions you have.
Thank you.
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GOVERNMENT EFFICIENCY AND
EFFECTIVENESS

Views on the Progress and Plans for Addressing
Government-wide Management Challenges

What GAO Found

A number of areas on the President’s Management Agenda are consistent with
issues highlighted by GAO’s work on the High Risk Program, its annual reports
on fragmentation, overlap, and duplication, and other work related to fong-
standing management challenges. These include, for example: using information
technology to better manage for results; addressing improper payments;
expanding strategic sourcing; strengthening strategic human capital
management; and improving the Department of Defense’s weapon systems and
services acquisitions. Lasting success in addressing the difficult and
longstanding issues on the Presidents Management Agenda will hinge on
effective implementation, including sustained top leadership attention. GAO and
the Office of Management and Budget (OMB) have agreed to hold a series of
high ievel meetings on the issues on GAO’s high risk list to discuss progress and
actions that are needed to fully address high risk issues. Further, the executive
branch has taken a number of steps to implement key provisions of the GPRA
Modernization Act by developing cross-agency and agency priority goals;
assigning performance management roles and responsibilities to leadership;
conducting agency quarterly performance reviews; and developing
Performance.gov, a website that provides quarterly updates on the priority goals.

However, additional opportunities exist for decision makers to address major
performance management chatlenges, including, for example:

Developing a comprehensive inventory of federal programs. GAQO’s preliminary
review of the program inventories produced by 24 iarge federal agencies
identifled concerns about the usefuiness of the information provided in these
inventories for addressing crosscutting issues.

Enhancing the use of collaborative mechanisms. Addressing many of the
challenges government faces requires collaboration across agencies, levels of
government, or sectors. Yet the mechanisms the federal government uses to
collaborate do not always operate effectively.

Effectively implementing strategic reviews. Starting in 2014, agency leaders are
to annually assess how relevant organizations, programs, and activities, both
within and outside of their agencies, are contributing to progress on their
strategic objectives and identify corrective actions where progress is lagging.
Such reviews could help address fragmentation, overiap, and duplication issues.

Improving capacity to gather and use befter performance information. GAO's
work has found that federal decision makers often lack complete and reliable
performance data needed to address the government’s management chaflenges.

Furthermore, the administration needs to accelerate progress in (1) addressing
major impediments preventing GAO from rendering an opinion on the U.S.
government's consolidated financial statements and risks to the govemment's
future financial condition; {2) elevating top leadership attention fo the areas
identified in our annual reports on fragmentation, overiap, and duplication; and
(3) responding to pressing challenges with its cybersecurity, such as evolving
cyber threats to systems supporting government operations and criical
infrastructure. Congress also has key roles in addressing each of these issues.

United States Government Accountability Office
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Chairman Carper, Ranking Member Dr. Coburn, and Members of the
Committee:

| am pleased to be here today to discuss efforts underway to address
major management challenges facing the federal govemment, as well as
opportunities for the administration and Congress to make further
progress moving forward. The federal government is one of the world’s
largest and most diverse entities, with about $3.5 trillion in outiays in fiscal
year 2013, funding an extensive array of programs and operations. In
responding to the varied and increasingly complex issues the federal
government seeks to address, it faces a number of significant fiscal,
management, and governance challenges.

My statement today focuses on (1) GAO’s work refated to the President’s
Management Agenda, and (2) additional opportunities for decision
makers to address major management challenges. My comments are
primarily based upon our published and ongoing work covering GAQ's
high risk list;* fragmentation, overlap and duplication reports;? and
managing for resuits work.® The work upon which these published reports
and preliminary findings were based was conducted in accordance with
generally accepted govemment auditing standards.

For our most recent report, see GAO, High-Risk Series: An Update, GAO-13-283
{Washington, D.C.: February 2013). For additionai information, see our High Risk List key
issues page at hitp://www.gao.gov/highrisk/overview.,

25ee GAO, 2013 Annual Report: Actions Needed to Reduce Fragmentation, Overlap, and
Duplication and Achieve Other Financial Benefits, GAO-13-279SP (Washington, D.C.:
Apr. 9, 2013), 2012 Annual Report: Opportunities to Reduce Duplication, Overlap and
Fragmentation, Achieve Savings, and Enhance Revenue, GAO-12-342SF {Washington
D.C.: Feb. 28, 2012); and Opportunities to Reduce Potential Duplication in Government
Programs, Save Tax Doffars, and Enhance Revenue, GAO-11-318SP (Washington, D.C.:
Mar. 1, 2011). For additional information, see our Duplication and Cost Savings key issues
page at http://www.gao.gov/duplication/overview.

3See, for example, GAO, Managing for Resuits: Jmplementation Approaches Used fo
Enhance Coflaboration in Interagency Groups, GAO-14-220 {Washington, D.C.; Feb.14,
2014), and Managing For Resuilfs: Executive Branch Should More Fully Implement the
GPRA Modemization Act to Address Pressing Govemance Challenges, GAO-13-518
(Washington, D.C.: June 26, 2013). For additional information, see our Managing for
Results key issues page at
http://www.gao.govikey_issues/managing_for_results_in_government.

Paga i GAO-14-436T
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The President’s
Management Agenda
Covers Many Areas
Highlighted by GAQ
as Needing Attention

A number of areas on the President's Management Agenda are
consistent with issues highlighted by our work on the High Risk Program,
our annual reports on fragmentation, overlap, and duplication, and other
work related to long-standing management challenges. Over the years,
we have made hundreds of recommendations to address these issues.
The current and prior administrations have taken actions to address many
of these recommendations, and have made progress in many areas.

Much more, however, remains to be done. Lasting solutions to remaining
issues offer the potential to save billions of dolars, dramatically improve
service to the American public, and strengthen public confidence and
trust in the performance and accountability of our national government.
Examples of where the President’s Management Agenda and our work
are consistent include:

» Using information technology (IT) to better manage for resulits.
The government invests about $80 billion annually in IT. Improving the
transparency of about 700 major {T investments with the IT
Dashboard can help focus attention on troubled projects. in addition,
holding executive reviews, known as TechStat sessions, of selected
investments that are not producing results has resuited in positive
outcomes such as accelerated delivery, reduced scope, and
termination. We have made recommendations to improve the
accuracy and use of the IT Dashboard and for the Office of
Management and Budget (OMB) and agencies to hold more TechStat
sessions.® OMB has generally concurred with our Dashboard
recommendations and has taken actions such as improving the
accuracy of the reported investment cost and schedule data. OMB
also agreed with our recommendation to hold more TechStat sessions
and stated that OMB and the agencies were taking appropriate steps
to meet that recommendation.

Other IT initiatives such as PortfolioStat and Data Center
Consolidation can eliminate duplicative investments and close
hundreds of centers, resuiting in billions in savings.5 For example, we

4GAQ, IT Dashboard: Agencies Are Managing Investment Risk, but Related Ratings Need
fo Be More Accurate and Available, GAO-14-84 (Washington, D.C.: Dec. 12, 2013) and
Information Technology: Additional Executive Review Sessions Needed to Address
Troubled Projects, GAQ-13-524 (Washington, D.C.: Jun. 13, 2013).

SGAD-13-279SP and GAD-12-3425P.

Page 2 GAO-14-436T
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recently reported that the PortfolioStat initiative has the potential to
save between $5.8 and $7.9 billion.® We have made muitiple
recommendations to OMB and agencies to more fully implement and
report on eliminating dupticative and inefficient IT investments.” OMB
agreed with some of these recommendations and subsequently
clarified its guidance on how agencies should identify potentiaily
duplicative investments. Further, agencies have also generally agreed
with our recommendations and taken steps such as conducting
portfolio reviews to identify duplicative investments and report those
resuits via the IT Dashboard.

« Addressing improper payments. The federal government setrves as
the steward of taxpayer dollars and should safeguard them against
improper payments. The President's Management Agenda is
consistent with our prior reporting that predictive analytic technologies
can help agencies better identify and prevent improper payments.?
Further, OMB reported that it plans to develop more detailed
categories of improper payments, which can help agencies taifor
corrective action plans to better address the root causes of improper
payments.

In fiscal year 2013, estimated governmentwide improper payments
totaled approximately $106 bitlion; however, this may not cover the full
extent of improper payments throughout the federal government. In
order to determine the full extent of improper payments
governmentwide and to more effectively reduce and recover them,
continued attention is needed to (1) adopt sound risk assessment and
improper payment estimation methodologies and (2) develop effective

SGAD, Information Technology: Additional OMB and Agency Actions Are Needed to
Achieve Portfolio Savings, GAD-14-65 (Washington, D.C.: Nov. 6, 2013).

TGAO, Data Center Consolidation: Strengthened Qversight Needed to Achieve Cost
Savings Goal, GAD-13-378 (Washington, D.C.: Apr. 23, 2013}; Information Technology:
Departments of Defense and Energy Need to Address Potentialfy Duplicative Investments,
GAD-12-241 (Washington, D.C.: Feb. 17, 2012); and Information Technology: OMB
Neads t1a Improve lts Guidance on IT Investments, GAO-11-826 (Washington, D.C.: Sep.
29, 2011).

8GA0, Improper Payments: Moving Forward with Governmentwide Reducfion Strategies,
GAD-12-405T (Washington, D.C.: Feb. 7, 2012).

Page 3 GAO-14-436T
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corrective action plans and preventive and detective controls to
address the root causes of improper payments.®

« Expanding strategic sourcing. One area that could yield significant
cost savings is the expanded use of strategic sourcing, a process that
moves away from numerous individual procurements to a broader
aggregate approach. Our work has found that federai agencies could
better leverage their buying power and achieve additional savings by
directing more procurement spending to existing strategic sourcing
contracts and further expanding strategic sourcing practices to their
highest spending procurement categories.™ For example, most
agencies’ efforts do not address their highest spending areas such as
services.

We estimated that savings of one percent from selected large
agencies’ procurement spending alone would equate to over $4
billion. in that regard, the President's Management Agenda calls on
federal agencies to expand the use of strategic sourcing to better
leverage the government’s buying power and reduce contract
duplication. It did not, however, lay out specific governmentwide
metrics or savings goals. We had previously recommended that OMB
establish additional metrics to measure progress toward goals. OMB
has efforts underway to address this recommendation.!

« Strengthening strategic human capital management. Consistent
with the President's Management Agenda goal to attract and retain a
talented workforce, foster a cuiture of excellence, and invest in the
Senior Executive Service {SES), we have reported that addressing
complex challenges such as homeland security, economic stability,
and other national priorities requires a high-quality workforce able to
work seamlessly with other agencies, levels of govemment, and
across sectors. Strategic human capital management has been on our
high-risk list since 2001."2

gImprcu:oer payments contribute to the issues identified in certain areas on our High Risk
List, such as DOD Financial Management and the Medicare and Medicaid programs. See
GAQ-13-283,

°GAO-13-279SP

1GAO, Strategic Sourcing: Improved and Expanded Use Could Save Billions in Annual
Procurement Costs, GAO-12-312 (Washington, D.C.: Sep. 20, 2012).

2GA0-13-283,
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Since then, as a result of actions taken by Congress, the Office of
Personnel Management, and individual agencies, important progress
has been made. Still, additional efforts are needed in such areas as
human capital planning, building resuits-oriented cultures, and talent
management,” such as (1) addressing government-wide and agency-
specific skill gaps and enhancing workforce diversity, (2)
strengthening performance management systems to improve the “line
of sight” between individual performance and organizational
outcomes,™ and (3) fully assessing the costs and benefits of SES
training.™

« Improving the Department of Defense’s (DOD) weapons systems
and services acquisition. The President's Management Agenda is
consistent with our findings and recommendations on improving the
Department of Defense’s {DOD}) acquisition of weapon systems and
services, issues that have been on GAO’s High Risk List since the
1990s. DOD has made some progress in this area.'® Over the past
several years it has decreased the size of its major defense
acquisition program portfolio as well as its estimated total cost;
however, programs continue to experience cost growth over time.
DOD has launched its “Better Buying Power” initiatives to achieve
more efficiency and reduce cost growth.

We have tracked impiementation of some of these initiatives and
found that DOD has largely been successful in implementing its
“should-cost” effort to lower contract prices during negotiations and
has reported near-term cost savings as a resuit. DOD has had less
success in implementing affordability constraints—which limit a
program'’s total cost throughout its lifecycle—an initiative that has the

3GAO, Human Capital Management: Effectively implementing Reforms and Closing
Critical Skills Gaps Are Key to Addressing Federal Workforce Challenges, GAO-12-1023T
(Washington, D.C.: Sep. 19, 2012).

GAQ, Results-Oriented Management: Opportunities Exist for Refining the Oversight and
Implementation of the Senior Executive Performance-Based Pay System, GAO-09-82
{Washington, D.C.: Nov. 21, 2008).

15 GAQ, Human Capital: Agencies Should More Fully Evaluate the Costs and Benefits of
Executive Training, GAO-14-132 (Washington, D.C.: Jan. 31, 2014),

®GAO-13-283.
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potential for long-term savings if implemented effectively.”” Similarly,
we have found that DOD has made mixed progress in improving its
acquisition of services.'® DOD leadership has demonstrated a
commitment to improving service acquisitions and management, but
the department's efforts are hindered, in part, by limited knowledge
and baseline data on the current state of service acquisitions and the
absence of goals and metrics to assess its progress. We have
ongoing reviews to help improve the efficiency of DOD’s weapon
system acquisition process and the effectiveness of its portfolio
management practices that we believe will further the Administration’s
and Congress’ efforts in this area."®

Effective
Implementation Is
Essential to
Successfully
Addressing Issues on
the Management
Agenda

Lasting success in addressing the difficult and fongstanding issues on the
President’s Management Agenda will hinge on effective implementation,
including sustained top leadership attention. For example, our work has
shown that there are five key factors that are essential to resolving high-
risk issues:

a demonstrated strong commitment to, and top leadership support for,
addressing problems;

the capacity to address problems;

a corrective action plan;

a program to monitor corrective measures; and

A

demonstrated progress in implementing corrective measures.

Top administration officials have continued to show their commitment to
ensuring that significant management challenges, including those on the
high-risk fist, receive attention and oversight. OMB regularly convenes

7GAO, Defense Acquisitions: Assessments of Selected Weapon Frograms,
GAO-13-294S8P (Washington, D.C.: Mar. 28, 2013).

"’GAO, Defense Acquisitions: Goals and Associated Metrics Needed fo Assess Progress
in improving Service Acquisition, GAO-13-634 {Washington, D.C.: Jun. 27, 2014).

’9Congress took legisiative action to reform military acquisition through the Weapon
Systems Acquisition Reform Act of 2009. in December 2012, we reported on DOD’s
progress in implementing this act. GAQO, Weapons Acquisition Reform Act: Reform Act Is
Heiping DOD Acquisition Programs Reduce Risk, buf Implementation Challenges Remain,
GAO-13-103 {(Washington, D.C.: Dec. 14, 2012).
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meetings for agencies to provide progress updates on high-risk issues.
GAO and OMB have agreed to hold a series of meetings on the issues on
GAOQ’s high risk fist. The purposes of these meetings are to discuss
progress achieved and specifically focus on actions that are needed to
fully address high risk issues and ultimately remove them from the list.
These meetings typically include OMB's Deputy Director for
Management, agency leaders, as well as myself and have provided a
useful forum for constructive and productive dialogues.

The President's Management Agenda alse commits to making continued
progress in managing for results. in that regard, our work has shown that
progress has been made in implementing the GPRA Modemization Act of
2010 (GPRAMA).2® For example, the executive branch has taken a
number of steps to implement key provisions of GPRAMA. The Office of
Management and Budget (OMB) has developed cross-agency priority
goals, and agencies developed agency priority goals. Agency officials
reported that their agencies have assigned performance management
leadership roles and responsibilities to officials who generally participate
in performance management activities, including quarterly performance
reviews for agency priority goals. Further, OMB developed
Performance.gov, a government-wide website, which provides quarterly
updates on cross-agency priority goals and agency priority goals.

While the building blocks needed for implementation are being put in
place, much more needs to be done before the provisions of the act are
fully useful to decision makers as shown in the following examples.

Developing a
Comprehensive inventory
of Federal Programs

Executive branch efforts to address crosscutting issues are hampered by
the lack of a comprehensive list of programs—a key requirement of the
act. As we have noted, such a list is critical for atigning federal
government efforts for identifying potential fragmentation, overlap, or
duplication among federal programs or activities. GPRAMA requires OMB
to compile and make publicly available a comprehensive list of alt federal
programs identified by agencies, and to include the purposes of each
program, how it contributes to the agency’s mission, and recent funding
information. OMB began implementing this provision by directing 24 farge

20pub. L. No. 111-352, 124 Stat. 3866 {2011). The acronym "GPRA" in the Act's title
refers to the Government Performance and Results Act of 1993, Pub. L. No. 103-82, 107
Stat. 285. For our work reviewing implementation, see GAD-13-518.

Page 7 GAO-14436T



64

federal agencies to develop and publish inventories of their programs in
May 2013.

Qur preliminary review of these initial inventories identified concerns
about the usefuiness of the information being developed and the extent to
which it might be able to assist executive branch and congressional
efforts to identify and address fragmentation, overlap, and duplication.
OMB'’s guidance for developing the inventories provided agencies with
fiexibility to define their programs, such as by outcomes, customers,
products/services, organizational structure, and budget structure. As a
result, agencies took various approaches to define their programs—with
many using their budget structure while others used different approaches
such as identifying programs by related outcomes or customer focus.

The variation in definitions across agencies will limit comparability among
like programs. In addition, as reported in our annual reports on
fragmentation, overlap and duplication, we have found that federal budget
and cost information is often not available or not sufficiently retiable to
identify the leve! of funding provided to programs or activities. For
example, agencies could not isolate budgetary information for some
programs because the data were aggregated at higher levels.

OMB identified 12 different program types (e.g., block grants, regulatory,
credit) for agencies to assign to their programs; however, the list of
program types does not include tax expenditures, which represent a
substantial federal commitment.?* OMB does not yet have definitive pians
on when this effort will be expanded beyond the current 24 agencies to
cover all other agencies and programs. We plan to further explore these
issues and report on potential ways that the federal program inventory
might be improved going forward later this spring.

2'Tax expenditures are reductions in a taxpayer's tax liability that are the result of special
exemptions and exclusions from taxation, deductions, credits, deferrals of tax liabifity, or
prefarential tax rates. if the Department of the Treasury estimates are summed, an
estimated $1 triflion in revenue was forgone from the 169 tax expenditures reported for
fiscal year 2012, nearly the same as discretionary spending that year. Since 1994, we
have recommended greater scrutiny of tax expenditures, as periodic reviews could help
determine how welt specific tax expenditures work to achieve their goals and how their
benefils and costs compare to those of spending programs with similar goals. For more
information, see our key issues page on tax expenditures at
hitp:/iwww.gao.govikey_issues/tax_expenditures.
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Enhancing the Use of
Collaborative Mechanisms

Collaboration across agencies, levels of government, or sectors is
fundamental to addressing many high-risk issues and reducing
fragmentation, overlap, and duplication. In one example, we have noted
that better coordination among the more than 30 federal agencies that
collect, maintain, and use geospatial information could help reduce
duplication of investments and provide the opportunity for potential
savings of millions of dollars.

in another example, the Department of Veterans Affairs and DOD operate
two of the nation’s largest heaith care systems, together providing health
care to nearly 16 million veterans, service members, military retirees, and
other beneficiaries at estimated costs for fiscal year 2013 of about $53
biflion and $49 billion, respectively. As part of their heaith care efforts, the
departments have established collaboration sites—locations where the
two departments share health care resources through hundreds of
agreements and projects—to deliver care jointly with the aim of improving
access, quality, and cost-effectiveness of care. However, we found that
the departments do not have a fully developed and formalized process for
systematically identifying all opportunities for new or enhanced
collaboration, potentially missing opportunities to improve health care
access and quality, and reduce costs.

Many collaborative mechanisms, such as interagency groups and
specially created interagency offices, do not operate as effectively as they
could.? These mechanisms face chalienges with issues such as
identifying a common outcome and managing resources across agency
lines. Our work has found practices and corresponding effective
implementation approaches that collaborative mechanisms have used to
work effectively across agency lines. For example, we have found
practices and approaches such as agreeing on roles and responsibilities,
with corresponding accountability for both the agency and the individual
participants, creating an inventory of agency resources dedicated towards
interagency outcomes, developing outcomes that represent the collective

22For more information on collaborative mechanisms see GAO, Managing for Resuits: Key
Considerations for Implementing Inferagency Collaborative Mechanisms, GAO-12-1022
{Washington, D.C.: Sept, 27, 2012). :
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interests of participants, and developing performance measures that are
tied to shared outcomes, can help enhance and sustain colfaboration.?

Effectively iImplementing
Strategic Reviews

OMB's 2013 guidance implementing GPRAMA directs agencies,
beginning in 2014, to conduct annual reviews of progress towards
strategic objectives—the outcomes or impacts the agency is intending to
achieve,?* Agency leaders are responsible for assessing progress on
each strategic objective established in the agency’s strategic plan.
Effective implementation could help identify and address fragmentation,
overlap, and duplication issues because as part of the strategic reviews,
agencies are to identify the various organizations, programs, reguiations,
tax expenditures, policies, and other activities that contribute to each
objective both within and outside the agency.

Where progress in achieving an objective is lagging, the reviews are
intended to identify strategies for improvement, such as strengthening
collaboration to better address crosscutting chaillenges. if successfully
implemented in a way that is open, inclusive, and transparent-—to
Congress, delivery partners, and a full range of stakeholders—this
approach could help decision makers assess the relative contributions of
various programs that contribute to a given objective. Successful strategic
reviews could also help decision makers identify and assess the interplay
of public policy tools that are being used, to ensure that those tools are
effective and mutually reinforcing, and results are being efficiently
achieved.

improving the
Government's Capacity to
Gather and Use Better
Performance Information

Qur annual reports on fragmentation, overlap and duplication have also
highlighted several instances in which executive branch agencies do not
collect necessary performance data. In an example from our 2011 annual
report, we noted that a lack of information on program outcomes for
economic development, where four agencies administer 80 programs,
was a Jongstanding problem.?® We suggested that the four agencies—the

2GA0-14-220 and GAQ, Resuits-Oriented Government: Practices That Can Help
Enhance and Sustain Collaboration among Federal Agencies, GAO-06-15 (Washington,
D.C.: Oct. 21, 2005).

240MB, Circular No. A-11, Performance Plans, Performance Reviews, and Annuat
Program Performance Reports. {July 2013).

2GAO-11-318SP.
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Departments of Commerce, Housing and Urban Development, and
Agriculture and the Small Business Administration—cofiect accurate and
complete information on program outcomes. As of March 2013, the four
agencies had taken actions to begin to coliect better data on program
performance.

Moreover, our June 2013 report on GPRAMA implementation found that
agencies continue to face long-standing issues with measuring
performance, such as obtaining complete, timely, and accurate
performance information across various programs and activities.? In one
example, we reported in June 2013 on two Federal Emergency
Management Agency (FEMA) grant programs that collect performance
information and feed the resulting data into a higher-level Department of
Homeland Security (DHS) goal.?” We found that data were self-reported
by recipients and FEMA had varied and inconsistent approaches to
verifying and validating the data. We recommended that FEMA ensure
that there are consistent procedures in place to verify and validate grant
performance data. DHS, of which FEMA is a part, concurred with the
recommendation.

Given the Performance improvement Council's responsibilities for
addressing crosscutting performance issues and sharing performance
improvement practices, our June 2013 report noted that it could do more
to examine and address the difficulties agencies face to measuring
performance across various program types, such as grants and contracts.
We recommended that OMB work with the Performance Improvement
Council to develop a detaited approach for addressing these long-
standing performance measurement issues, OMB staff agreed with this
recommendation.

Even in instances where agencies are collecting performance information,
our periodic surveys of federal managers between 1997 and 2013 have
found little improvement in managers’ reported use of performance
information to improve results.?® However, agencies’ quarterly

2GA0-13-518.

2TGAD, Grants Performance: Justice and FEMA Collect Performance Data For Selected
Grants, but Action Needed fo Validate FEMA Performance Data, GAD-13-552
{Washington, D.C.: June 24, 2013).

%GA0D-13-518.
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performance reviews of progress on their priority goals—which began at
most agencies in 2011 under GPRAMA—show promise as a leadership
strategy for improving the use of performance information in agencies. Of
the 12 percent of federal managers who both responded to our survey
and reported they were very familiar with these reviews, 76 percent
agreed that their top leadership demonstrated a strong commitment to
using performance information to guide decision making to a great or very
great extent. In addition, according to our 2012 survey of performance
improvement officers at 24 agencies, the majority (21 out of 24 agencies
required to conduct these reviews) reported that actionable opportunities
for performance improvement were identified through the reviews at least
haif the time.®

Accelerated Progress
Is Needed on Major
Financial
Management,
Cybersecurity, and
Fragmentation,
Overlap, and
Duplication Issues

To operate as effectively and efficiently as possible and to make difficuit
decisions to address the federal government’s fiscal challenges,
Congress, the administration, and federal managers must have ready
access to reliable and complete financial and performance information—
both for individual federal entities and for the federal government as a
whole. Overal}, significant progress has been made since the enactment
of key federal financial management reforms in the 1980s; however, our
February 2014 report on the U.S. government’s consolidated financial
statements underscores that much work remains to improve federal
financial management, and these improvements are urgently needed.®

in that report, we concluded that certain material weaknesses*! in internal
control over financial reporting and other iimitations on the scope of our

BGA0, M: ging for Results: Agencies Have Elevated Performance Management Roles,
but Additional Training Is Needsd, GAO-13-356 (Washington, D.C.: Apr. 16, 2013) and
Managing for Results: Data-Driven Performance Reviews Show Promise But Agencies
Should Explore How to involve Other Relevant Agencies, GAO-13-228 (Washington, D.C.:
Feb. 27, 2013).

3°GAOQ, Financial Audit: U.S. Government's Fiscal Years 2013 and 2012 Consolidated
Financial Statements, GAO-14-319R, (Washington, D.C.: Feb. 27, 2014).

3'A material weakness is a deficiency, or a combination of deficiencies, in internal controf
over financial reporting such that there is a reasonabie possibility that a material
misstatement of the entity’s financial staternents will not be prevented, or detected and
corrected, on a timely basis, A deficiency in internal control exists when the design or
operation of a control does not aliow management or employees, in the normat course of
performing their assigned functions, to prevent, or detect and correct, misstatements on a
timely basis.
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work resuited in conditions that prevented us from expressing an opinion
on the accrual-based consolidated financial statements as of and for the
fiscal years ended September 30, 2013, and 2012.%2 Three major
impediments prevented us from rendering an opinion on the federat
government’s accrual-based consolidated financial statements:

serious financial management problems at DOD that have prevented its
financial statements from being auditable — about 33 percent of the
federal government’s reported total assets as of September 30, 2013, and
approximately 16 percent of the federal government's reported net cost
for fiscal year 2013 relate to DOD, which received a disclaimer of opinion
on its consolidated financial statements,

the federal government’s inability to adequately account for and reconciie
intragovernmental activity and balances between federal entities, and

the federal government's ineffective process for preparing the
consolidated financial statements.

in addition to the material weaknesses underlying the three major
impediments, we identified other material weaknesses which resulted in
ineffective internal contro! over financial reporting for fiscal year 2013.
These weaknesses are the federal government's inability to

determine the full extent to which improper payments occur and
reasonably assure that appropriate actions are taken to reduce them,
identify and timely resolve information security control deficiencies and
manage information security risks on an ongoing basis, and
effectively manage its tax collection activities.

There are also risks that certain factors could affect the federal
government’s financial condition in the future, including the following:

32The accrual-based consolidated financial statements as of and for the fiscal years ended
September 30, 2013, and 2012 consist of the (1) Statements of Net Cost, (2) Statements
of Operations and Changes in Net Position, (3} Reconciliations of Net Operating Cost and
Unified Budget Deficit, (4) Statements of Changes in Cash Balance from Unified Budget
and Other Activities, and (5) Balance Sheets, including the related notes to these financiaf
statements. Most revenues are recorded on a modified cash basis. The 2013, 2012, 2011,
2010, and 2009 Statements of Sociai Insurance and the 2013 and 2012 Statements of
Changes in Social insurance Amounts, including the related notes, are also inciuded in
the consoiidated financiai statements.
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The U.S. Postal Service (USPS) is facing a deteriorating financial
situation with a tack of liquidity as it has reached its borrowing limit of $15
billion and finished fiscal year 2013 with a reported net loss of $5 billion.
The Federal Housing Administration’s (FHA) mortgage insurance portfolio
continues to grow, and its insurance fund has experienced major financial
difficulties. FHA's capital ratio for its Mutual Mortgage Insurance Fund
remained below the required 2 percent level as of the end of fiscal year
2013. The uitimate roles of the Federal National Mortgage Association
(Fannie Mae) and the Federal Home Loan Mortgage Corporation (Freddie
Mac) in the mortgage market may further affect FHA'’s financial condition.
The Pension Benefit Guaranty Corporation's (PBGC) financial future is
uncertain because of long-term challenges related to PBGC's governance
and funding structure. PBGC's liabilities exceeded its assets by about $36
billion as of September 30, 2013. PBGC reported that it is subject to
further losses if ptan terminations that are reasonably possible occur.

GAOQ's High-Risk list includes several of these issues, such as information
security, USPS’s business model, DQOD financial management, and the
PBGC and FHA insurance programs,®

Increased attention to risks that could affect the federal government’s
financial condition is made more important because of the nation’s longer-
term fiscal challenges. The Administration’s long-term fiscal projections—
and our own long-term federal fiscal simulations—show that, absent
policy changes, the federa!l government continues to face an
unsustainable long-term fiscal path. The oldest members of the baby-
boom generation are already eligible for Social Security retirement
benefits and for Medicare benefits. Under the Administration’s
projections—and our simulations—spending for the major health and
retirement programs wilt increase in coming decades as more members
of the baby-boom generation become eligible for benefits and the health
care cost for each enrollee increases. Qver the long term, the imbalance
between revenue and spending built into current law and policy wilf lead
to continued growth of debt held by the public as a share of Gross
Domestic Product (GDP). This situation—in which debt grows faster than
GDP—means the current federal fiscal path is unsustainable.

Retliable financial and performance information is even more critical as (1)
federal managers likely face increasingiy tight budget constraints and

3GA0-13-283.

Page 14 GAO-14-436T



71

need to operate their respective entities as efficiently and effectively as
possible and (2) decision makers carry out the important fask of deciding
how to use muitiple tools {tax provisions, discretionary spending,
mandatory spending, and credit programs) to address the federal
government’s fiscal challenges.

Similarly ongoing attention is needed to address issues identified in our
annual reports on fragmentation, overlap, duplication, and potential cost
savings and revenue enhancements. Of the 162 areas that we have
identified in our annual reports, 19 (12 percent) have been fully
addressed, 111 (69 percent) have been partially addressed, and 31 (19
percent) have not been addressed.® More specifically, of the
approximately 380 actions identified in our annual reports, 87 (23 percent)
have been fully addressed, 187 (49 percent) have been partially
addressed, and 104 (28 percent) have not been addressed as of
December 2013.%5 Our reports and GAQO’s Action Tracker provide details
for each of the issues, describing the nature of the problems, what actions
have been taken to address them, and what remains to be done to make
further progress.

While agencies have continued to make progress, important opportunities
have yet to be pursued. The details in our reports, along with successfut
implementation by agencies and continued oversight by Congress, can
form a solid foundation for progress to address risks, improve programs
and operations, and achieve greater efficiencies and effectiveness.

n 2012, OMB coliected information from the responsible agencies on the
steps they have taken to address our suggested actions. To ensure
sustained ieadership attention on these actions, OMB also asked the
performance improvement officers from responsibie agencies to monitor
the progress being made. GAC and OMB staff meet throughout the year
to discuss the issues identified by our work and the extent to which the
Administration is working to address the issues. These meetings have
been heipful in monitoring progress. However, given that issues of
fragmentation, overlap, and duplication often involve muitiple agencies,
the discussions need to be elevated to include more senior officials who

¥As of December 2013, one area remains under review.

35We will update the status of these actions when we release our next annuat report in
Aprit 2014,
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have the responsibility and authority for resolving the crosscutting issues
identified.

In addition to financial management and widespread fragmentation,
overlap, and duplication issues, the federal government must address
pressing challenges with its cybersecurity. As computer technology has
advanced, federal agencies and our nation’s critical infrastructures such
as power distribution, water supply, telecommunications, and emergency
services have become increasingly dependent on computerized
information systems and electronic data to carry out operations and to
process, maintain, and report essential information. The security of these
systems and data is essential to protecting national security, economic
prosperity, and public heaith and safety. We have reported that (1) cyber
threats to systems supporting government operations and critical
infrastructure were evolving and growing, (2} cyber incidents affecting
computer systems and networks continue to rise, and (3) the federal
government continues to face challenges in a number of key aspects of
its approach to cybersecurity, including those related to protecting the
nation’s critical infrastructure.® For these reasons, federal information
security has been on GAQ’s list of high-risk areas since 1997; in 2003, we
expanded this high-risk area to include cyber critical infrastructure
protection.>

The federal government has taken a variety of actions that are intended
to enhance federal and critical infrastructure cybersecurity. For example,
the government issued numerous strategy-related documents over the
last decade, many of which addressed aspects of the challenge areas we
identified. The administration also took steps to enhance various
cybersecurity capabilities, including establishing agency performance
goals and a tracking mechanism to monitor performance in three cross-
agency priority areas.® In February 2013, the president issued
Presidential Policy Directive 21 on critical infrastructure security and
resilience and Executive Order 13,636 on improving critical infrastructure

38GAO, Cybersecurity: Nations! Strategy, Roles, and Responsibilities Need to Be Better
Defined and More Effectively implemented, GAQ-13-187 (Washington, D.C.: Feb. 14,
2103).

Y GAO-13-283.

*The three cross-agency priority areas are implementing Trusted internet connections,
continuous menitoring of federal information systems, and strong authentication,
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cybersecurity. improving these capabilities is a step in the right direction,
and their effective implementation can enhance federal information
security and the cybersecurity and resilience of our nation’s critical
infrastructure.

However, more needs to be done to accelerate the progress made in
bolstering the cybersecurity posture of the nation and federai government.
The administration and executive branch agencies need to implement the
hundreds of recommendations made by GAO and agericy inspectors
general to address cyber challenges, resolve known deficiencies, and
fully implement effective information security programs. Unti then, a
broad array of federal assets and operations will remain at risk of fraud,
misuse, and disruption, and the nation’s most critical federal and private
sector infrastructure systems will remain at increased risk of attack from
our adversaries. Congress is considering several bills that are intended, if
enacted into law and effectively implemented by the executive branch, to
improve cyber information sharing and the cybersecurity posture of the
federal government and the nation.

In closing, our nation’s long-term fiscal challenges underscore the need
for the federal government to operate in an efficient and effective manner.
To do so, the federal government must address a number of significant
management and governance challenges—many highlighted by our high
risk list and our annual reports on fragmentation, overlap, and duplication.
Qur work has also highlighted a variety of approaches the Executive
Branch and Congress could take to resolve these issues moving forward.
in doing so, it is vital that both branches of government demonstrate the
sustained leadership commitment needed to address these challenges.
Given the crosscutting nature of many of these challenges, it will be
particularly important for OMB to play a leadership role in the Executive
Branch.

Chairman Carper, Dr. Coburn, and Members of the Committee, this
completes my prepared statement. | would be pleased to respond to any
questions that you may have at this time.

GAO Contacts

{451093)

For further information regarding this testimony, please contact J.
Christopher Mihm, Managing Director, Strategic Issues, at {202) 512-
6806 or mihmj@gao.gov. Contact points for our Offices of Congressional
Relations and Public Affairs may be found on the last page of this
statement.
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We have made a number of recommendations regarding Medicare improper payments,
including recommendations to CMS to: improve its oversight over various contractors who
administer the program and perform program integrity functions; provide clearer and more
timely guidance to those contractors; strengthen its internal controis to ensure that payments
are proper; and improve data and metrics used to measure Medicare’s performance and ensure

appropriate payments. “[H& 0V ELCOMMETDATIONS BLE LISTED e,

v
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Sen. Carper

The President’s proposed Fiscal Year 2015 budget emphasizes the importance of recruiting
and developing top agency leadership. Ms. Cobert, what are the Administration’s specific
plans in this area, and how will the Office of Management and Budget monitor and
measure the progress in this area?

As the President’s FY 2015 budget highlighted, the Administration will continue to prioritize
investment in civil service lcadership. Greater focus on the continued development of thosc who
serve in our Senior Executive Service (SES), as well as working to apply their talents to the right
program areas are important components of improving the SES experience. Both of these arcas
are fundamental to improved recruitment and leadership.

The Office of Management and Budget (OMB) and the Office of Personnel Management (OPM)
are currently reviewing recommendations formulated by two work groups of senior agency
leaders convened by our teams to explore strategies to improve SES onboarding as part of the
Management Agenda. OPM is also reaching out to agencics to learn more about recent
independent onboarding reforms that have made. We will begin to pilot new approaches based
on these recommendations and models in the coming months. The results of these pilots will
inform development of future improvements to Government-wide SES onboarding practices.

We also continue to work with agencies and OPM on how engagement data from the Employee
Viewpoint Survey can inform agency efforts to identify organizational components where a
greater focus on SES leadership would be most impactful.
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Sen. Carper

The President’s budget submissions for Fiscal Years 2014 and 2015 (in the volumes on
Analytical Perspectives) describe the Administration’s multi-year initiatives to close critical
skills gaps in the federal workforce. In addition, the Fiscal 2015 budget submission
presents initiatives to explore flexible approaches to recruitment and training of
individuals with high-demand talents and skills and to launch demonstration projects to
identify promising practices to increase diversity, reduce skills gaps, and improve
organizational outcomes. What has been the degree of success so far in the efforts to
identify and close critical skills gaps? In what respects do the initiatives planned for 2015
build on, and respond to lessons learned in, the efforts so far?

In response to the Government Accountability Office’s (GAO) designation of human capital as a
Govemnment-wide high risk, OMB created a Cross-Agency Priority (CAP) Goal to identify and
close the most critical skills gaps across the Government in 2011. Since then, the Chief Human
Capital Officer Council, led by OPM and OMB, has partnered with staff at OPM and key
agencies to identify the following mission-critical occupations for gap closure: 1T-Cybersecurity
Specialists, Contract Specialists, Economists, Human Resources Specialists, and Auditors. In
addition, the workgroup identified STEM (science, technology, engineering, and mathematics) as
a sixth functional area covering multiple occupations which requires sustained strategic attention
across Government.

To close skills gaps in these areas, OMB designated sub-goal leaders from agencies whose
missions critically depend on these occupations. Together, with these sub-goal leaders, OPM
continues to develop and execute strategies to close skills gaps in these occupations.

Successfully closing skills gaps is also critically dependent on a strong HR workforce. OPM has
focused on this workforce and designated HR Skills Gaps as an Agency Priority Goal in 2013
and 2014. A key tool OPM will use to address that gap is HR University, a one-stop resource
where Federal HR professionals can access training and developmental resources that are
available across the Federal Government.

In addition to these training efforts focused on better leveraging the Federal workforce, we have
also deployed creative initiatives such as the Presidential Innovation Fellows (PIF) program
which is already showing great results. For example, more than 270 new businesses that had
never before approached the world of Federal contracting bid on procurements through the RFP-
EZ pilot ~ which was designed by a PIF-led team — where the average bid was 30 percent lower
than bids for the same projects on FedBizOpps.

Our 2015 strategy builds on lessons learned by continuing to use the Chief Human Capital
Officers (CHCO) Council and the Chief Learning Officers Council as forums to help agencies
share innovative approaches, as well as promising and proven practices in identifying and
rectifying competency gap closure.



83

Sen. Carper

Last year, the Government Accountability Office (GAQ) issued a report describing some
opportunities for improved coordination and data sharing by statc-level agencies managing
Medicaid, Temporary Assistance for Needy Families, the Supplemental Nutrition
Assistance Program, and other programs that are funded through federal payments. The
GAO report (“Human Services: Sustained and Coordinated Efforts Could Facilitate Data
Sharing While Protecting Privacy;” GAQO-13-106) was based on an extensive examination of
the issue, and interviews with state and local government officials, including officials whose
states have successfully implemented data sharing in order to reduce the paperwork
burden on program applicants and curb improper payments.

Of course, government agencies at the state level often work with individuals who receive
benefits from multiple programs. Instead of gathering data one time to determine
eligibility, review applications, confirm the accuracy of payments, and take other basic
administrative steps, too often different agencies perform the same functions separately for
each program. In many states, applicants are required to provide basic information
multiple times, filling out virtually identical forms. This lack of coordination is an
unnecessary burden on applicants. It can also result in increased errors and higher
administrative costs.

GAO has found that some states do successfully share basic data, without infringing on
privacy and other concerns. Their experience clearly demonstrates the payoff from such
coordination, which has included faster benefits redeterminations, a lesser burden on
applicants, and fewer improper payments. However, state officials and other stakeholders
told GAO that there was confusion or misperceptions regarding data sharing between
agencies and programs under federal privacy laws.

a. Could you provide an update as to whether the Administration is
following the recommendations by the GAO?

b. Is the Administration implementing or considering additional initiatives
that could help state agencies that manage federal programs become
more efficient through improved data sharing?

¢. Is the Office of Management and Budget reviewing the current guidance
on privacy laws for possible clarification to federal and state agencies? If
s0, when will this review be complete?

GAO’s study “Sustained and Coordinated Efforts Could Facilitate Data Sharing While
Protecting Privacy” provided two recommendations for executive action:

1.) [T]hat the Secretary of [the Department of Health and Human Services] (HHS) ensure
timely completion of the department’s planned activities to clarify what data sharing is
permissible under federal privacy requirements and consider other ways to bolster the
efficacy of its efforts.
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2.) [T]hat the Director of OMB take a more active leadership role in considering
additional opportunities to identify and disseminate useful data sharing practices and
tools that address privacy requirements among human services programs.

OMB has maintained its leadership role with Federal agencies to ensure protection of privacy
and sharing of best practices. As GAO noted in its report, OMB released Memorandum M-11-
02 in 2010 entitled, “Sharing Data while protecting Privacy.” This memorandum identified
several aspects of agency data sharing that may be of potential benefit. Since that time, OMB
has released formal guidance on two of those areas — (1) improper payments, and (2) research,
evaluation, and statistical activities.

On August 16, 2013, OMB released Memorandum M-13-20, Protecting Privacy while Reducing
Improper Payments with the Do Not Pay Initiative, which provides guidance to help Federal
agencies protect privacy while sharing data to reduce improper payments as intended by the
Improper Payments Elimination and Recovery Improvement Act of 2012 (IPERIA). M-13-20
provides Roles and Responsibilities; guidance on Use, Maintenance, Duplication, and Re-
disclosure of Records; Retention and Destructions of Records; Correction of Data; Procedural
Safeguards; and provides guidance in several other arcas. The OMB memo has already led to
tangible results; the Department of the Treasury has published a system of records notice for the
Do Not Pay Initiative and they are moving forward with the program.

On February 14, 2014, OMB released Memorandum M-14-06, Guidance for Providing and
Using Administrative Data for Statistical Purposes, to provide concrete tools to help Federal
agencies use and offer programmatic data in Federal statistical system activities. The guidance
includes provisions on strong data stewardship principles, a model data sharing agreement, and a
model data quality assessment tool, and is also applicable to State and local agencies interested
in sharing data for research, evaluation, and statistical activities. OMB defers to HHS on the
status of their planned activities.

Additional initiatives are proposed by OMB Memorandum M-11-01, Pilot Projects for the
Partnership Fund for Program Integrity Innovation, developed a Partnership Fund to improve
delivery of Federal assistance programs administered through State and local governments by
providing Federal agencies funds to pilot and evaluate promising innovations to pursue four
goals: improve payment accuracy; improve administrative efficiency; improve service delivery;
and to reduce access barriers for eligible beneficiaries.

Early results are reported in the President’s FY 15 Budget and include HHS’s Centers for
Medicare & Medicaid Services (CMS) working with States to better identify provider fraud and
share fraud information through automated risk assessment tools using integrated data from Statc
Medicaid programs and the Federal Medicare program, finding that collaborative data analysis
could help to identify potential fraud.

Finally, OMB regularly reviews our existing guidance on privacy to evaluate its sufficiency and
to consider possible improvements for all stakeholders, as appropriate.
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Sen. Carper

In your testimony, you noted that the Administration is focused on increasing shared
services across the government.

a. In 2012, the Deputy Director for Management created the Interagency
Strategic Sourcing Leadership Council (ISSLC), which is chaired by the
Administrator for Federal Procurement Policy, to lead the effort across the
government to increase strategic sourcing. What will be the governance
structure for encouraging increased shared services, and for tracking the
progress of the government in saving money through shared services?

b. Which specific shared services will you focus on?

The Strategic Sourcing Leadership Council (SSLC) is actively engaged in identifying solutions
that can reduce duptication and costs. The Council serves as the governance community for
identifying potential new solutions, overseeing solution development, increasing adoption and
monitoring performance. The SSLC’s interagency commodity teams are reviewing dozens of
goods and services to find opportunities to leverage spending.

In March 2013, OMB issued OMB Memorandum 13-08 charging the Department of Treasury
with building out the financial management shared services network and directing agencies to
consider Federal Shared Services providers first when they need to next modernize their
financial management system. To date, three large agencies are in various stages of discovery
with three shared services providers. In addition, Treasury and OMB have released the first set
of FSSP designations and have convened a cross-agency working group under the CFO Council
to address governance issues as FSSPs begin to take on cabinet-level agencies. Finally, one of
the Administration’s new cross-agency priority goals focuses on financial shared services
working towards issues of governance, product sharing, and implementation of centralized
services applications.



86

Sen. Carper

Good program management is essential to making sure that programs meet their mission
and deliver services on time and within budget.

a. Over the years, the federal government has developed a well-defined
framework for the acquisition workforce, with specific certification
requirements, clear career paths, and government-wide training (for
example, through the Federal Acquisition Institute and the Defense
Acquisition University). What lessons from these efforts might we draw on
for project management?

b. The Office of Management and Budget’s 25-point plan for improving
information technology management, released in December 2010, included a
commitment to design a formal IT program management career path, What
has been done to monitor the success of this initiative?

¢. What steps could the Office of Management and Budget take to increase the
professionalism of program managers across the government?

OMB is committed to ensuring good program management across the Federal Government, and
has taken steps to apply across government the lessons learned from our work with the
acquisition workforce. We have made advances in training and skill development for program
managers as well as in improved technology management.

Well-trained program and project managers are critical to the successful outcome of Federal
programs — cspecially high risk programs. Therefore, continued attention to their development
and performance is important. Program managers are considered integral members of the
Federal Government acquisition workforce and, as such, both the Department of Defense (DoD)
and the civilian agencies have competency-based certifications and specific training
requirements.

To ensure that these requirements accurately reflect the increasing complexity of many Federal
programs, the Federal Acquisition Certification for Project and Program Managers (FAC-P/PM
for civilian agencies) was updated in December 2013 to reflect the need for better, more rigorous
training to improve the management of high-risk, high-impact programs. To address the unique
nature of IT acquisitions, an IT specialization track has been added, which complements the
existing IT program management career path developed in 2010.

In terms of improving information technology management, in December 2010 OMB released a
25-point plan. To monitor the success of this initiative, OMB’s Office of E-Government and
Information Technology (E-Gov) worked with OPM and the Chief Information Officers (CIO)
Council to launch the IT Program Manager Career Path in May 201 1. This effort included the
creation of a new basic title and definition for Information Technology Program Manager under
the Technology Management Series, GS-2210 and the release of the IT Program Management
Career Path Guide, which provides guidance to Federal agencies on the creation and
improvement of the IT Program Management carecr path at each agency.
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Looking forward, E-Gov and OMB’s Office of Federal Procurement Policy (OFPP) wiil
continue to work together to strengthen the skills of this important workforce — especially for IT
programs. OFPP began work on the professionalism of civilian agency program managers by
determining the competencies needed by a successful program manager and setting standards for
training and development to achieve those competencies. This work must continue in order to
keep pace with workforce and technology changes. Therefore, both DoD and the Federal
Acquisitions Institute (FAT) have groups of subject matter experts that periodically review the
competencies and ensure they are the correct ones to ensure successful program outcomes.
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Sen. Carper

In the current budget-constricted environment, one procurement option available to
agencies is a “no-cost” model. Under this type of model, the contractor assumes the
financial risk of delivering what the purchaser needs and is paid in a non-traditional way
once the procurement is successfully completed (for example, by fee-for-service or a share
of savings). Based on your experience at McKinsey & Company, in what ways has the
private sector used this type of approach to procurements, and for what types of services
has this model been most successful? What lessons should the government draw from the
private sector with respect to use of “no-cost” contract models?

While my personal experience with the use of transactional-based or “no-cost” contracting in the
private sector was relatively limited, I fully support the use of innovative tools which can reduce
costs to agencies, while improving efficiencies for those that directly benefit from the end
product. As part of OMB’s broader initiative to improve IT service delivery, we are exploring
potential uses of this tool to — for example — make agency information and databases more
available to the public and the extent to which this tool may help agencies and end-users to
capture efficiencies that they otherwise would not be able to realize through more traditional
contracting or financing approaches. Because the number of innovative applications of the no-
cost model is still relatively limited in the Federal Government, we believe that OMB can be
effective in exploring where it has been used successfully both inside and outside of the
government, and considering any implementation challenges that may be unique to its use in the
government.
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Sen. Carper

Earlier this month, OMB issued fifteen new cross agency priority (CAP) goals. What
lessons has OMB learned from its past experience with CAP goals that will help it and
agencies towards making real gains on these new set of goals?

Over the course of 2012-2013, OMB and other offices in the Executive Office of the President
(EOP) managed a set of 15 CAP goals focused on a variety of mission and management
priorities. We had many tools for managing policy, legislative, and budget processes, but
previously lacked a management tool that looked across agencies and focused on implementation
of presidential priorities. The initial set of goals did show significant progress across the
government in delivering results and positive impact for the American people. For instance, as
part of the cross agency efforts to support the President’s National Export Initiative, the
Department of Commerce, as Chair of the Trade Promotion Coordinating Committee (TPCC),
has taken actions to help achieve a record level of exports of $2.3 trillion in 2013, which
supported an additional 1.3 million U.S. jobs. For example, in 2013, the Department of
Commerce’s International Trade Administration (ITA) met its goal of increasing the annual
number of new markets that current U.S. exporters enter with ITA assistance to 6,100, a7
percent increase.

Based on experience with the initial set of CAP Goals, a number of lessons learned informed
changes that we made to our implementation approach for the FY 14-17 CAP Goals. The new
goal structure recognizes the value of agencies in implementation by expanding goal leadership
from a Goal Leader within the EOP to Co-Goal Leaders with EOP and a senior leader from an
agency sharing leadership responsibilities. A second lesson relates to the criteria for selecting
goals. In the new set recently released, we emphasized issues in which cross-agency
collaboration was an essential operational requirement of effective delivery. Multiple agencies
sharing a common issue area was not enough; rather, we identified goals in which interagency
collaboration, cooperation, and alignment connects more directly to performance outcomes.
Third, we realized the need for flexibility in measurement of progress. The new set of CAP
Goals will more frequently use a suite of measures rather than one key measure.
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Sen. Carper

What do you see as the major reforms needed to get better results in the government’s
spending on IT?

For Federal programs to succeed it is critical that agencies view IT as a strategic asset, one that
should be harnessed to increase efficiency and effectiveness in program performance and

maximize customer service not only for agency users across the Government, but also for non-
Federal users of government information, such as States, localities, businesses, and individuals.

Through policy and oversight, the Administration has improved IT efficiency, arrested the
growth in IT spending witnessed prior to 2009, and delivered better value from IT to American
taxpayers. Total planned spending on IT for the FY 2015 Budget is estimated to be $80.1
billion, 1.6 percent below the 2014 estimated level of $81.4 billion. Furthermore, IT spending
grew at a rate of 7.10 percent per year over 2001-2009; that has been slowed to 0.49 percent per
year for 2009-2015.

These spending trends have been driven by a number of tools, initiatives, and programs the
Administration has centrally put in place which enable agencies to more efficiently use IT, and ir
the process, shift critical resources to mission goals. Some examples include:

e TechStat — TechStats are face-to-face, evidence-based accountability review of IT
investments, which result in concrete actions to address investment weaknesses,
such that the troubled investments are turned around or terminated.

¢ PortfolioStat — A tool that agencies use to assess the current maturity of their IT
portfolio management, make decisions on eliminating duplication, augment
current C10-led capital planning and investment control processes, and move to
shared solutions in order to maximize the return on IT investments across the
portfolio.

* Federal Risk Authorization Management Program — The Federal Risk and
Authorization Management Program (FedRAMP) is a government-wide program
that provides a standardized approach to security assessment, authorization, and
continuous monitoring for cloud products and services.

s Digital Government Strategy — Under, the DGS, mobile tools were developed so
that Americans can access information from their government anywhere, anytime,
and on any device.

However, there is still much more to do. The focus of government [T delivery must shift from
compliance and process to meeting user needs. That is why OMB, in conjunction with other
stakeholders inside and outside the government, is engaging in an effort to ensure agencies
deliver smarter IT services by working with the best companies, employing the best people and
putting in place the best accountability and oversight processes.

More specifically:
e Get the Best Talent Working Inside Government — by working with agencies to utilize
existing authorities to attract top talent. We are working to incubate and scale new
approaches to the design, development, and delivery of top digital services and

10
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transactions. These approaches will remove barriers to exceptional government service
delivery and remake the digital experiences that citizens and businesses have with their
government.

o Get the Best Companies Working with Government — by increasing visibility of
contracting opportunities for small, innovative companies and by maximizing use of
available contracting flexibilities and best practices.

e Put the Right Processes and Practices in Place to Drive Outcomes and Accountability —
by creating and applying a new oversight and management process to highest impact IT
investments in the Federal government. This process will include the best IT
development and management approaches employed by the public and private sectors.
Lessons learned from this oversight process will be used to expand best practices across
all agency IT investments.

The Federal Government needs to modernize the way it builds, buys, and delivers IT services

while prioritizing customer service that meets the expectations of a 21st century society, and we
are working to accomplish this.

i1
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Sen. Carper

As we discussed at the hearing, improving the management of federal real property is one
of my top priorities.

a. What challenges are preventing the federal government from reducing its
real estate footprint?

b. How can Congress assist agencies in eliminating unneeded assets and making
better use of existing space?

¢. What challenges do current budget scoring rules create for agencies with
respect to the process for disposing of unneeded property?

d. How can federal agencies effectively use public-private partnerships to
redevelop underutilized property?

The primary challenges preventing the Federal Government from reducing its real property
portfolio are competing stakeholder interests, financial disincentives, and one-size fits all
disposal process that too often prevents or significantly delays the disposal or sale of properties.

Congress can assist agencies’ effotts to eliminate unneeded assets by supporting the
Administration’s legislative proposal to transform the management of real property, known as
the Civilian Property Realignment Act (CPRA). CPRA would help eliminate the three main
difficulties agencics confront to eliminate unneeded assets: red tape, financial disincentives, and
competing stakeholder interests. All have traditionally slowed or halted progress when we have
attempted to reduce our real estate footprint one asset at a time.

With respect to disposing of unneeded property, the budget scoring rules do not apply to property
disposats. The budget scoring rules that address the treatment of lease-purchases and leases of
capital assets apply to acquisitions of capital assets, not disposals.

The scoring rules were developed jointly by OMB, CBO, and the Budget Committees to ensure
that the full cost of capital acquisitions are recognized up-front when the decisions are made and
to ensure that decisions regarding whether to purchase or lease were not driven by scoring
considerations. Note that out-leases of underutilized real property do not create scoring concerns
and that the CPRA proposal mentioned above was crafted to avoid scoring concerns.

The authorities agencies possess to use public-private partnerships are varied. Where agencies
have the authority to use public-private partnerships to redevelop underutilized property, the
transactions are scored in accordance with the budget scoring rules regarding the treatment of
lease-purchases and leases of capital assets. The scoring rules take into account the level of
private-sector risk. If there is not substantial private risk, and the project is more governmental
in nature, the agency must score the transaction as if it were a direct Federal acquisition requiring
full, upfront funding.

In addition to getting, selling, or consolidating underutilized properties, the Administration
believes significant opportunity exists to improve the utilization of existing space. We are

currently implementing a real property metrics benchmarking effort across the Federal real estate

12
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that leverages existing data to strategically address the government’s real property portfolio by
freezing growth in the portfolio, measuring the cost and utilization of real property to support
more efficient use, and identifying opportunities to reduce the portfolio through asset disposal.
The “Freeze the Footprint” policy was issued in 2012 to freeze growth in federal real estate
portfolio. The benchmarking effort will measure the cost and utilization of individual assets tc
identify potential actions to reduce the portfolio. The major challenge to consolidation and
renovation projects is identifying upfront investment funding to support moving staff and
equipment, construction, IT infrastructure modifications, and furniture procurement.

13
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Sen. Pryor

On May 15, 2013, Senator Begich and I sent the Office of Management and Budget (OMB)
a letter encouraging OMB to work with federal agencies to close zero balance bank
accounts. At the time, reports indicated that federal agencies had not moved quickly to
close empty bank accounts and that the federal government was spending $890,000
annually to maintain the servicing of 13,000 empty accounts. In our letter, we asked OMB
to exercise its authority and consider implementing methods that would compel federal
agencies to work with urgency to close bank accounts that contain a zero balance. To date,
we havc not received a response. Would you please provide me with OMB’s plan of action
for working with federal agencies to close empty accounts and prevent the continued
accrual of wasteful fees?

a. At the end of 2013, how many zero balance bank accounts were
accruing servicing fees?

b. Does OMB have a timeline to close the empty accounts?

c. Does OMB have the necessary authority to compel federal agencies to

close the empty accounts?

In April 2012, GAO issued a report on “Grants Management: Actions Needed to Improve the
Timeliness of Grant Closeouts by Federal Agencies” (GAO-12-360). In the report, GAO
recommended that OMB take the following three actions to improve the closeout of agency
grants:

e Revise the definition of “undisbursed balances in expired grant accounts” in future
guidance issued to agencies, including those required to report under Section 536 of the
Commerce, Justice, Science, and Related Agencies Consolidated Appropriations Act,
2012, to focus on undisbursed balances obligated to grant agreements that have reached
the grant end date and are eligible for closeout, as described in this report.

e Instruct agencies with undisbursed balances still obligated to grants several years past
their grant end date to develop and implement strategies to quickly and efficiently take
action to close out these grants and return unspent funds to the Treasury when
appropriate.

¢ Instruct agencies with expired grant accounts in federal payment systems with no
undisbursed balances remaining to develop and implement procedures to annually
identify and close out these accounts to ensure that all closeout requirements have been
met and to minimize any potential fees for accounts with no balances.

As GAO noted in the report, OMB had provided to GAO the following comments regarding the
draft of the report:

OMB is in general agreement with GAQ’s recommendation in regards to
providing better guidance for agencies in the management and closeout of
expired grants with undisbursed balances. We are in the process of
reviewing and streamlining our grant policy guidance to the agencies and
will consider these recommendations.
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On October 12, 2012, OMB reiterated its general agreement with the GAO report in the letter
that the OMB Deputy Director for Management sent to Congress pursuant to 31 U.S.C. § 720. A
copy of the OMB letter is attached. On July 24 2012, OMB sent an OFFM “Controller Alert” to
all Federal agencies’ Chief Financial Officers (CFOs), in which OMB directed the CFOs to take
appropriate action to closeout grant award accounts in a timely fashion and reduce undisbursed
balances. A copy of the Controller Alert is attached.

In December 2013, OMB issued further directions to agencies on grant closeout requirements,
Under these instructions, specific actions need to be taken, to closeout a grant at the end of the
award's performance period. These instructions were included in the “Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards” that were publishec
in the Federal Register on December 26, 2013 (78 FR 78590). The closeout requirements, which
include a timeline for agency action, are found at Section 200.343 on “Closeout” (78 FR 78638-
39). A copy of Section 200.343 is attached.

Many agencies’ grant accounts are maintained by the Payment Management System (PMS),
which is administered by the HHS Program Support Center (PSC). OMB does not have
information about how many grant accounts had zero balances and were accruing servicing fees
as of the end of fiscal year 2013.
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Sen. McCaskill

The SES was meant to be a corps of leaders who would periodically move within and
across agencies and sectors to gain an enterprise-wide perspective and provide strategic
management expertise across the various agencies. The intention of creating the SES was
to build a more capable and cohesive leadership senior management with, according to
their website, “shared values, a broad perspective of government, and solid executive
skills,” and avoid promoting only technocrats with specific issue-area expertise and little
experience or knowledge in efficiently managing large organizational structures.

The SES payment strueture, including payment of performance bonuses, was supposed to
support the idea that SES employees were going to bring management expertise to actually
improve agencies’ performance.

Sadly, none of this has happened. SES employees spend their entire careers in one agency,
and none of the cross-pollination that the creators of the SES had hoped for has occurred.
Today, almost half of the over 7,000 SES employees have stayed in the same position in the
same organization for the entire SES portion of their career. Just 8 percent of SES
employees have worked at more than 1 agency during their SES tenure, and fewer than
that have ever worked outside the federal government.

Compounding matters, the bonuses have become matters of right to SES employees, rather
than a reward for actual performance. A recent GAO report found that every physician in
GAO's random 2010 and 2011 samples who was eligible to receive performance pay
received it, even in cases where their actual performance was problematic. Some doctors
were even practicing medicine without valid licenses, and they still got bonuses.

Has OMB done any work in this area to determine if these bonuses are actually effective
tools to improve performance?

OMB continues to work with OPM and all agencies to determine the most cost efficient and
effective use of performance awards for all employees. In order to both reduce costs and drive a
more rigorous employee performance management process that reflects meaning performance
distinctions and motivates employees, OMB and OPM jointly issued guidance in November
2013 to place agency caps on awards spending in FY 2014 and beyond. This guidance reiterated
administration policy that was first released in June of 2011, which implemented caps on awards
spending for FY 2011 and FY 2012.

16
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In your testimony, you mention pilot projects to look at improving recruiting, hiring and
talent deployment.

Can you describe some of these pilot projects?

OPM has reached out to individual agencies to identify internal barriers to hiring, and to support
them in removing those barricrs so fcderal agencies gct the additional talent into empty positions
in a timely manner. At times, the biggest obstacles can be overcome by improved
communication regarding existing hiring authorities and engaging program directors and hiring
managers more directly in the hiring process.

OPM is also identifying areas where new approaches to using existing authorities would be
beneficial. For example, a number of agencies have uncovered promising practices in agile
talent deployment, often using memorandums of understanding to share employee time on a part-
time basis between offices. OPM has begun to capture these best practices and received
commitment from a number of agencies to fully pilot those approaches in an effort known as
GovConnect. We discussed some of the anecdotal evidence at a recent meeting of the
President’s Managcment Council and agencies are signing up to fully pilot programs this month.

OPM is also using its conversations with agencies to identify areas where it may be appropriate
to explore new authorities to improve hiring.

Are they focused on managerial positions?

Our efforts to improve recruitment, hiring, and talent development will span alt Federal
positions.

How, if at all, do they differ from current SES recruiting, hiring and talent deployment
efforts?

These efforts are complementary, as improving the SES necessarily entails improvements to
recruitment, hiring, and talent deployment processes, and vice versa.

For example, we know that the current SES hiring process relies extensively on lengthy written
qualifications statements and a centralized qualifications certification process which can impact
our ability to successfully attract a broad sector of top talent. We are currently looking to
identify efficiencies in that process, and how it might be modified to ensure we facilitate hiring
of the best executive talent.

The conversations OPM is having with agencies will inform our approach to meaningful
improvements to the SES program.
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What other specific reforms or pilot projects is the administration considering that will
affect the recruitment, retention, performance or pay structure of the SES, if any?

All specific personnel reforms and pilot projects we are currently planning are described above,
and in the answer below. OMB and OPM remain open to considering alternative approaches as
they engage with agencies and thought leaders in each of these areas.

As you mentioned in your testimony, the administration has 15 cross-agency priority goals.
According to the website, the purpose of these goals is “to improve cross-agency
coordination and best practice sharing.”

Wouldn’t a cadre of management professionals that had spent time in multiple agencies
across the federal government go a long way towards accomplishing some of these cross-
agency goals?

We have designated senior executive co-leads for each of the CAP goals, who come from a
variety of backgrounds. Each goal is supported by sub-goal leads and staff who also inform their
work with a variety of work experiences. We are confident that the teams OMB has assembled
have a sufficient diversity of work experience in the federal sector to inform the cross-agency
nature of these goals.

Do you think that reform of the SES to require multi-agency or private sector experience at
some point in the career of an SES employee might be helpful in achieving the kind of
cohesive federal enterprise would serve our country better and in a more cost-effective
way?

There is no question that multi-agency and private sector experience can be valuable tools to our
senior leaders, including making progress in our cross-agency goals. The key question is
whether they are necessary components in the career development for all SES positions, which
span a broad array of program areas.

OPM is also currently organizing an outreach effort on strategic questions around visioning the
21st Century leader. They are looking to identify efficiencies in that process, and how it might
be modified to ensure we facilitate developing, recruiting, selecting, and managing the best
executive talent.

18
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Sen. McCaskill

The Department of Homeland Security uses a tool called the Balanced Workforce Strategy
(BWS) Tool to collect a variety of data to evaluate the workforce needs for critical areas of
DHS’s mission that had been in the control of contractors. For each analysis, the BWS
Tool collects information including identifying information for the function (or contract);
the DHS Component’s responses to questions concerning the function; the suggested ratio
of federal employees to contractors; and the Component’s reaction to the recommendation.
The Component is supplied with all of the data and summaries for each analysis to assist it
in making final recommendations for how to best source a function.

What efforts is OMB taking to replicate this tool government-wide and require other
agencies to use it, or something similar?

At OMB’s request, the Department of Homeland Security (DHS) has provided briefings to
familiarize agencies with this tool works and how it might be deployed. OMB will continue to
work with agencies to understand the value of using automated tools such as the BWS in helping
them to manage the multi-sector workforce.
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Sen. McCaskill

On July 29, 2009, OMB issued a memorandum whieh required agencies to begin
strategically planning for and managing the multi-sector workforce. The memorandum
states that “OMB is analyzing ways in which agencies can track more detailed information
on contracted work that could be used by federal officials to better manage the multi-sector
workforce.” OMB also directed agencies to perform a cost analysis when the function is
commercial in nature and appropriate for contracting to determine whether contractors or
federal employees are more cost-cffective,

Since OMB’s July 29, 2009 memorandum was released, DHS began using its BWS tool, and
the Army has briefed OMB on its lessons learned from the development of its contractor
inventory. Yet, to date, OMB has provided no additional guidance to agencies regarding
when and how to perform cost analyses despite stating, in writing, that OMB expected to
issue guidance in these areas by mid-July 2012. OMB has also failed to provide guidance to
agencies on contract data collection.

What is the reason for OMB’s delay in following-through with this guidance on cost-
analyses and contract data collection?

We agree that cost comparisons can play a useful role in furthering fiscal responsibility and
driving better results by helping agencies determine the relative cost of performance by federal
employees versus contract performance. What is also clear is that comparisons must consider
the full cost of performance by both sectors and make like comparisons of costs, OFPP has been
working with DHS as well as DOD to discuss the tools they have put in place to assist in
conducting these analyses and their experience to date. We have also worked with DHS and
DOD to brief other agencies on their respective tools so they take advantage of these models, as
appropriate. Allowing agencies to gain experience with these tools is critical to figuring out
what additional government-wide guidance may be needed to further support the smart and fair
use of cost comparisons.

Does OMB plan to publish any additional guidance?

We are pleased that DoD and DHS (whose acquisition activities represent the vast majority of
federal buying) have developed policies and procedures consistent with the principles of fuli
costing and like comparisons. At this time, we think the best approach is to allow agencies to
gain additional experience to evaluate what additional government-wide guidance may be
needed to support smart and fair use of cost comparisons.
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Sen. McCaskill

During a hearing held by the Subcommittee on Contracting Oversight on March 29, 2012,
Debra Tomchek, Executive Director, Balance Workforce Program Management Office,
Department of Homeland Security (DHS) testified that DHS had saved $28 million by
converting 2,600 jobs from contractors to federal civilian positions.

‘What other agencies, if any, are undertaking this kind of analysis?
DoD’s Office of Cost Assessment and Program Evaluation (CAPE) issued Department-wide
guidance for estimating and comparing the costs of contractor performance to federal employee

performance. OMB has worked with DoD to provide briefings of its guidance to other agencies
so they can consider and use it for their own analyses as appropriate.
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Sen. McCaskill

During sequestration and hiring freezes, agencies lacked the flexibility to adapt to changing
workloads. In response to some questions submitted to the Army after the March 29, 2012
Subcommittee on Contracting Oversight hearing, Jay Aronowitz, Deputy Assistant
Secretary for Force Management, Manpower and Resources, Department of the Army,
stated that, even when their analysis showed that using a federal employee was more
optimal both from a cost and a mission perspective, the Army has sometimes been forced to
use a contractor instead because of a DOD-mandated freeze on civilian full-time
cquivalents (FTEs) for FY 2011 through FY 2013. That cap was later extended through FY
2018.

In your experience is this a unique situation, or are these somewhat arbitrary caps and
hiring freezes are ultimately self-defeating as a way for the federal government to save
money?

Agencies continue to have the flexibility to manage their own full-time equivalent (FTE) levels
and to determine how many FTEs are required to successfully accomplish their mission. In
exercising this flexibility, agencies may sometimes put into place internal management controls
on FTE levels to help to ensure that the agency does not exceed its budget authority.

However, in situations where a Federal employee is more efficient both in terms of cost and
successfully delivering on their mission, agencies should employ a Federal worker to the extent
possible. As noted above, OMB will continue to work with agencies, including the Department
of Defense and the Army, in developing and implementing tools that assist in conducting cost
comparisons that deliver fiscal responsibility and drive results.
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Post-Hearing Questions for the Record
Submitted to The Honorable Daniel M. Tangherlini
From Senator Thomas R. Carper

“Management Matters: Creating a 21*' Century Government”
March 12, 2014

1. Some have suggested that we need centers of I'T expertise within the
government that are dedicated to helping agencies develop and procure their
IT systems.

a. What expertise or assistance does GSA aiready provide to other
agencies to help improve IT outcomes?

In alignment with GSA’s first strategic goal to provide savings to Federal
departments and agencies, GSA has prioritized the following areas:
timeliness, access to critical Information Technology (IT), and savings to
assist agencies in improving IT outcomes.

Timeliness

GSA leverages its expertise and experience in developing requirements to
help agencies quickly and accurately assess their technological needs so that
they can acquire what they need faster. Using GSA schedules is estimated to
cut procurement times by between 25-50%t for certain orders Another
example of how GSA assists agencies with time-savings is through sample
Statements of Work documents for our contract vehicles and technology
solutions. These templates help fill the knowledge gap for agencies acquiring
innovative technologies, speeding the delivery of products and services.

Access

GSA provides a variety of resources enabling agencies access to innovative
technologies. Besides GSA’s ongoing IT assistance efforts, GSA is also
internally shifting to the concept of category management. This effort will aid
GSA in leveraging strategic sourcing vehicles, as well as the supply chain, and
will improve the alignment of GSA’s internal resources to better support
agencies. Outcomes of this internal shift to category management will include
the creation of IT Centers of Knowledge for: software, network services,
Cloud services, satellite communication, and cybersecurity resulting in more
effective and efficient agency access to these resources.

Existing GSA IT agency assistance includes Cloud services. GSA’s
Infrastructure-as-a-Service and E-mail-as-a-Service were the first Cloud-
focused contract vehicles and have supported over ten agencies moving
systems to the Cloud. An example of agencics using existing Cloud services
procurement vehicles is the Army, who are using GSA’s E-mail-as-a-Service
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Blanket Purchase Agreements (BPAs) to create their own Cloud E-mail BPA
procured from GSA’s IT offerings on Schedule 70. Additionally, GSA’s
Alliant Governmentwide Acquisition Contract (GWAC) has helped agencies
award twenty-one task orders valued at over $500 million for Cloud services
in the past two years.

GSA’s Federal Risk and Authorization Management Program (FedRAMP)
provides a standard approach for conducting security assessments and
authorizations of cloud systems. FedRamp enables agencies to accelerate
their adoption of secure cloud solutions and substantially lowers cost through
reuse of standardized security processes, assessments, and authorizations.

Another example of existing GSA IT vehicles accessible to agencies is the use
of GSA’s Federal Systems Integration and Management (FedSim) program by
the U.S. Department of Homeland Security (DHS) to administer the
Continuous Diagnostics and Mitigation (CDM) program tools and Continuous
Monitoring-as-a-Service (CMaaS) BPAs. The CDM tools/CMaaS BPAs were
established using GSA Multiple Award IT Schedule 70. The pricing on
Schedule 70 was used as a benchmark to establish the initial discounts for the
BPAs, additionally, further tiered discounts based on cumulative quantities are
available options to agencies procuring CDM tools and CM services. A
Federal Strategic Sourcing Initiative (FSSI)-like reporting mechanism was
built into the BPAs, with quarterly sales reporting to track usage, and to
ensure volume discounts are achieved by all BPA users, over the life of the
program. The BPAs were established with broad agency accessibility in
mind, allowing for greater usage to achieve better pricing and greater
discounts for all of Government.

GSA also partnered with the U.S. Department of Defense in creating a report
for cyber-acquisition as part of Executive Order 13636. The report provides a
path forward to align Federal cybersecurity risk management and acquisition
processes. It provides strategic recommendations for addressing relevant
issues, suggests how challenges might be resolved, and identifies important
considerations for the implementation of the recommendations. The ultimate
goal of the recommendations is strengthening the cyber resilience of the
Federal Government by improving management of the people, processes, and
technology affected by the Federal Acquisition System.

The recommendations, currently out for public comment (Federal Register
submissions due April 28, 2014), focus on the need for baseline cybersecurity
for Federal contractors, comprehensive workforce training, consistent
cybersecurity terminology for contracts, incorporation of cyber risk
management into Federal enterprise risk management, development of more
specific and standardized security controls for particular types of acquisitions,
limiting purchases to certain sources for higher risk acquisitions, and
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increasing Government accountability for cybersecurity throughout the
development, acquisition, sustainment, and disposal lifecycles.

Savings

Networx is another IT program that has reported savings to Government. In
2013, the Networx program data shows $678 million in savings to
participating Government agencies. Agencies that use Networx save 30 to 60
percent over the cost of most services at commercial rates. Networx was
designed to provide access to a broad range of domestic and international
network services to Federal agencies at the lowest possible price. These
contracts enable agencies to procure state of the art network solutions. The
program consists of two sets of acquisition vehicles through which Federal
agencies can obtain services. Networx Universal is designed to provide
Federal agencies a full range of Network Services through AT&T,
CenturyLink, and Verizon. Networx Enterprise is also designed to provide
Federal agencies a range of Network Services with a special focus on access
arrangements. The suppliers on Networx Enterprise include AT&T,
CenturyLink, Level 3, Sprint, and Verizon.

Networx also offers managed security services through the Managed Trusted
Internet Protocol Services (MTIPS) program, which complies with the Trusted
Internet Connections (TIC) initiative. Managed Network Services (MNS) 1s
another unique offering to agencies where suppliers provide overall
management of an agency's infrastructure, including real-time proactive
network monitoring, rapid troubleshooting and service restoration. Another
option available to agencies is Networx Security Services, which offers Anti
Virus Management, Intrusion Detection and Prevention, as well as other
offerings to provide a complete data, voice, and security solution and protect
agencies against constantly evolving security threats.

Another IT program that has shown savings is SmartBUY’; its reported
savings is $2.6 billion since its start in 2003 with 25 agencies currently
participating in the SmartBUY FSSI Commodity Team. The SmartBUY
initiative was created to ensure that the Federal Government had the
opportunity to leverage its buying power to achieve maximum cost savings
and best quality for commodity software. SmartBUY is a government-wide
FSSI for enterprise software licensing, featuring BPAs for commercial off the
shelf software. This initiative streamlines the acquisition process and
provides best priced, standards-compliant IT. SmartBUY does not mandate
the use of a particular brand; rather, it mandates the use of the cost-effective
common vehicle when an agency decides to purchase the software of a
designated brand. SmartBUY agreements feature the latest DHS and National
Institute of Standards and Technology (NIST) Security Content Automation
Protocol (SCAP) validations, and Office of Management and Budget (OMB)
standards. SmartBUY software BPAs include database management,
Enterprise Content Management (ECM), Enterprise Resource Planning (ERP),
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Geospatial Information Systems (GIS), Information Assurance (IA), and
network management.

The Wireless FSSI program, designed to improve the procurement and
management of wireless services across Government, is another initiative that
has shown savings. Since agencies have begun using the Wireless FSSI BPAs
an average savings of 24 percent compared to legacy rates has been reported.
The Wireless FSSI enables agencies to implement cellular service plans and
buy devices more effectively and efficiently through: unified acquisition that
consolidates the number and variety of dispersed wireless contracts to reduce
life-cycle management costs and drive better volume discounts, improved
information management which simplifies service plan management and
enables centralized access to standardized usage data to easily identify
opportunities for cost savings, and finally a Wireless Center of Excellence
leverages best practices and collaboration across agencies and the entire
community of stakeholders to optimize performance and increase value.

Besides GSA’s Alliant GWAC offering (mentioned above), GSA also has a
series of Small Business GWAC programs. GSA put these targeted GWACs
together to not only provide access to IT solutions such as systems design,
software engineering, information assurance, and enterprise architecture
solutions, but to also to help agencies meet their Small socioeconomic set-
aside goals. GWACs save time and money through streamlined contracts that
are pre-competed and offer a full range of contract types (all types of fixed-
price, cost-reimbursement, labor-hour, and time-and-materials) to make
agency procurement planning easier. Streamlined ordering procedures enable
GWAC task orders to be issued in considerably less time than conventional
open market procurements. Additionally, GSA can help determine whether
agency requirements are within scope of a GWAC within two to five business
days and can provide optional contracting, project management, and financial
management expertise and support. The GWAC Pricing Tool has been
developed to enable further savings by agencies by allowing agencies to see
the prices paid on GSA GWACs and gives agencies resources to better
budget, negotiate, and drive down prices. GSA’s GWAC program shows a
savings of 17 percent compared to list prices by having two or more bids per
task order. GWACs average more than two bids. The small business GWAC
offerings include 8(a) STARSII, Alliant Small Business, and VETS which
focuses on service disabled veteran-owned small businesses.

b. Are there core capabilities within GSA that Congress could help
strengthen?

GSA always welcomes the opportunity to partner with Congress in support of
better delivering on our mission of providing the best value in real estate,
acquisition, and technology solutions in support of government and the
American people.
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c. What do you see as the major reforms needed to get better results in
the federal government’s IT spending?

GSA welcomes continued oversight and input from Congress regarding
GSA’s role in Federal IT spending. GSA appreciates the efforts of the
comrnittee to assist in ensuring that a balanced approach to Government [T
initiatives is pursued, one that considers innovation and efficiency as well as
data security and fiscal governance.

2. As we discussed at the hearing, improving the management of federal real
property is one of my top priorities.

a. What challenges are preventing the federal government from
reducing its real estate footprint?

While the Administration has made great strides in reducing the real estate
footprint, ongoing challenges still remain. One significant challenge is the
upfront funding often required for agencies to more effectively utilize their
space and downsize their footprint. Through initiatives like Total Workplace
and more robust consideration of exchange authorities, GSA is making strides
in our inventory. Additionally, the Fiscal Year 2014 Consolidated
Appropriations Act, for the first time in four years, provided significant
funding for the Federal Buildings Fund. These resources will allow us to
pursue more cost-effective real estate solutions for partner agencies. For
instance, GSA received $70 million dollars in support of consolidation efforts
in our inventory. Through this investment, GSA will save customer agencies
$17 million in annual rent payments, reduce the Federal footprint by 507,000
rentable square feet, and reduce the government’s overall leasing costs by
more than $38 million. This represents an aggregate payback of 2 to § years
depending on how you want to evaluate the investment. These are the types
of common sense investments that we hope to do more of in FY15.

In addition to better management of our own inventory, GSA also helps
agencies government-wide to dispose of their property. While some agencies
have independent authority to conduct their own disposals (DoD, VA, etc),
most rely on GSA for assistance in executing dispositions. Between 2009 and
2013, GSA disposed of over 600 properties. For FY14, as of the start of the
3rd quarter, GSA has disposed of an additional 159 properties.

b. How can Congress assist agencies in eliminating unneeded assets and
making better use of existing space?

Congress can assist agencies by providing the resources to make smart,
common-sense investments that will allow the government to get rid of
unneeded space, as well as providing additional real estate tools and
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incentives like, for example, streamlining disposal authorities or providing
agencies with greater ability to retain some of the proceeds from asset
disposals. To help address these challenges and provide more tools to
agencies, the President proposed common-sense investments in the Federal
inventory, as well as the creation of a Civilian Property Realignment Board, in
his FY 2015 Budget.

¢. What challenges do current budget scoring rules create for agencies
with respect to the process for disposing of unneeded property?

The scoring rules as agreed to by OMB, CBO, and the House and Senate
Budget Committees provide transparency into the long-term costs of
contracting decisions within the government. By their nature, these rules have
an appropriate and limiting effect on the types of contracts that can be entered
into without having all the upfront resources necessary to complete that
contract. The scoring rules do not have a direct impact on the disposal of
unneeded property.

d. How can federal agencies effectively use public-private partnerships
to redevelop underutilized property?

GSA has successtully repositioned historic assets through the use of available
out-lease authorities. Through these out-leases, the government has worked
with private sector partners in a way that results in the preservation/restoration
of historic assets, while at the same time generating revenue for the Federal
government and substantially reducing the government's operation and
maintenance of these historic assets. GSA has also looked to utilize this
expertise to support other agencies in these efforts.

GSA is also pursuing expanded use of our existing authorities, particularly
around exchanges, 1o take underperforming properties and exchange them for
new, highly efficient space in support of partner agencies.
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Questions for the Record
Chairman Thomas R. Carper
Committee on Homeland Security and Governmental Affairs

Management Matters: Creating a 21° Century Government
March 12, 2014

Questions from Sen. Carper for the Honorable Gene Dodaro, Comptroller General,
Government Accountability Office (GAO)

1. GAO has included strategic human capital management on its High Risk List
since 2001, and in the February 2013 update, GAO focused particularly on the
government’s effort to “close current and emerging critical skills gaps that are
undermining agencies’ ability to meet their vital missions.” The President’s
management agenda also makes strategic human capital management a priority.
What is your impression of quality and effectiveness of the efforts underway to
identify and close critical skills gaps, and, more generally, to strategically manage
the workforce to effectively carry out the government’s business? In what
respects do you believe we shouid do more of the same, and in what respects do
you believe we should take new approaches if we are to be successful?

The Office of Personnel Management (OPM), individual agencies, and the Congress
have all taken important steps over the last few years that will better position the
government to close current and emerging mission critical skills gaps, although
additional actions will be needed going forward. For example, OPM and agencies have
identified an initial set of government-wide and agency-specific mission critical skills
gaps and are moving ahead with efforts to address them. OPM has also taken steps to
improve the federal hiring process in order to strengthen the government'’s ability to

compete with the private sector for filling entry-level positions.

Still, the government continues to face persistent skills gaps that are undermining
agencies’ effectiveness in key mission areas. For example, agencies are facing
shortfalls in the fields of cybersecurity and acquisition management in part because of

workforce planning difficulties.

Progress in addressing these skill gaps will depend on the extent to which OPM and
agencies augment and sustain their planning, implementation, and monitoring efforts

using a strategic approach that (1) involves top management, employees, and other
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stakeholders; (2) identifies the critical skills and competencies needed to achieve current
and future programmatic resuits; (3) develops strategies that are tailored to address
skills gaps; (4) builds the internal capability needed to address administrative, training
and other requirements important to support workforce planning strategies; and (5)
includes plans to monitor and evaluate progress toward closing skills gaps and other
human capital goals using a variety of appropriate metrics. Efforts are underway
although their full effects will not be known for some time.

Our 2013 update to the High Risk list noted that OPM and agencies need to improve the
approaches used to identify and address critical skills gaps in order to enhance their
effectiveness.’ These needed improvements include (1) identifying ways to document
and assemble lessons learned, leading practices, and other useful information for
addressing skill gaps into a readily-accessible clearinghouse or database so agencies
can draw on one another’s experiences and avoid duplicating efforts, and (2) reviewing
the extent to which new capabilities are needed to give OPM and other agencies greater
visibility over skills gaps government-wide. These new capabilities could assist in
identifying which agencies may have surpluses of personnel in those positions and
which agencies have gaps, as well as the adequacy of current mechanisms for
facilitating the transfer of personnel from one agency to another to address those gaps

as appropriate. OPM agreed that these were important areas for consideration.

More generally, progress has been made in key areas critical for effective strategic
human capital management including leadership commitment, strategic human capital
planning, talent management, and building a results oriented cuiture. In the area of
leadership commitment, for example, the 2013 update to the High Risk list noted that the
ongoing effort to close critical skill gaps is receiving the support of OPM and agency
officials.? Specifically, agencies’ chief human capital officers and their representatives
were involved in forming a working group to identify and mitigate critical skills gaps and
participated in its deliberations. Moreover, the President's Management Agenda included

'GADQ, High-Risk Series: An Update, GAD-13-283 (Washington, D.C.: Feb. 2013).

? GAD-13-283.
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a goal to attract and retain a talented workforce, foster a culture of excellence, and
invest in the Senior Executive Service.

However, we have found that additional efforts are needed in such areas as talent
management and building a results oriented cuiture, among others. OPM and the Chief
Human Capital Officers Council have key roles in ensuring agencies have the
capabilities to effectively address current skills gaps and identify and respond to
emerging gaps. With respect to talent management, we have identified actions federal
agencies can take to recruit, develop, and retain personnel with the skills essential to
maintaining a workforce that will help agencies meet their vital missions. in particular, it
will be important for agencies to develop talent management strategies tailored to
address gaps in the number, deployment, and alignment of all critical skills and
competencies. These strategies include making better use of available personnel
flexibilities from Congress and OPM. Moreover, as we noted in our 2014 report, aimost
31 percent of alt career permanent employees who were on board in September 2012
will be eligible to retire by September 2017.% This wave of potential retirements coupled
with current budget and long-term fiscal pressures could produce gaps in leadership and
institutional knowledge, thus underscoring the importance of cost-effective approaches

to talent management, and workforce and succession planning.

As another example where improvements are needed, the federa! government annually
spends millions of dollars on executive training programs administered by external
providers in order to provide its senior leaders with the necessary skills to fulfill their
agencies’ missions. However, our recent report on executive training found that, among
other things, agencies do not always have complete and reliable training cost data and
some measure of how the training benefits the agency beyond just a measure of
participant feedback.* We recommended that OPM (1) establish interim milestones for
meeting with agencies to address training data deficiencies and establish time frames for
improving the reliability of agency data, (2) share information and examples of how
agencies have evaluated the impact of executive training on agency mission and goals,

3 GAQ, Federal Workforce: Recent Trends in Federal Employment and Compensation, GAO-14-215 (Washington,
0.C.: Jan. 29, 2014).

*GAO, Human Capital: Agencies Should More Fully Evaluate the Costs and Benefits of Executive Training, GAO-14-
132 (Washington, D.C.. Jan. 31, 2014).



112

and (3) assess potential efficiencies identified by agencies for possible government-wide
implementation. OPM concurred with our recommendations and has taken some initial
steps to implement them.

Likewise, in the area of building a results oriented culture, improvements are needed to
help agencies address the longstanding challenge they have faced in developing
credible and effective performance management systems that can serve as a strategic
tool. In our September 2013 report, we recommended that OPM, the Chief Human
Capital Officers (CHCO) Council and some agencies take additional steps to improve
the government-wide implementation of a new performance management framework.>
The framework, known as the Goals-Engagement-Accountability-Results (GEAR)
framework, is a set of five high-level recommendations intended to create high-
performing organizations that are aligned, accountable, and focused on results. Among
other things, we recommended that the Director of OPM, in collaboration with the CHCO
Council, define roles and responsibilities for OPM, the CHCO Council, and individual
agencies, in such areas as updating a toolkit (as needed), that was intended to help
additional agencies implement the GEAR framework, and disseminating information on

GEAR more broadly. OPM agreed with our recommendations.

2. What do you see as the major reforms needed to get better resuits in the
government’s spending on IT?
Among the information technology (IT) reforms that can be implemented, there are four
areas in which we have made numerous recommendations to help achieve better
outcomes. Specifically, agencies need to (1) improve the accuracy of investment
performance information on the Office of Management and Budget's (OMB) IT
Dashboard, (2) hold TechStat sessions on at-risk investments, (3) continue to
consolidate and optimize data centers, and (4) use PortfolioStat processes to identify
and eliminate duplicative IT investments.

First, federal agencies need to need to continue to improve the accuracy of information
on major investments found on the {T Dashboard—a public website that provides

detailed information on approximately 700 major IT investments at 27 federal agencies—

SGAO, Federal Employees: Oppartunities Exist to Strengthen Performance Management Pilot, GAO-13-755
(Washington, D.C.: Sept. 12, 2013).
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to provide greater transparency and even more attention to the billions of doilars
invested in troubled projects.

We have issued a series of reports highlighting deficiencies with the accuracy and
reliability of the cost and schedule data reported on the Dashboard.® While we have
reported that the accuracy of these ratings have improved over time, more recently, in
December 20137 we found that agencies had removed investments from the Dashboard
by reclassifying their investments—representing a troubling trend toward decreased
transparency and accountability. For example, the Department of Energy reclassified
several of its supercomputer investments from IT to facilities and the Department of
Commerce decided to reclassify its satellite ground system investments. in addition, the
public version of the Dashboard was not updated for 18 of the past 28 months because
OMB does not update it as the President's budget request is being created. Collectively,
these weaknesses make it difficult for Congress, OMB, and the general public to use the
Dashboard to hold agencies accountable for results and performance. Among other
things, we recommended that agencies appropriately categorize IT investments and that
OMB make Dashboard information available independent of the budget process. OMB
neither agreed nor disagreed with these recommendations. Six agencies generally
agreed with the report or had no comments and two others did not agree, believing their
categorizations were appropriate.

Second, agencies need to conduct additional TechStat sessions—face-to-face meetings
led by either OMB or agency chief information officers (C1O) that are intended to
terminate or turnaround IT investments that are failing or not producing results—to focus
management attention on troubled IT investments. In 2013, we reported that OMB and
selected agencies had held muitiple TechStats, but that additional OMB oversight was
needed to ensure that these face-to-face meetings intended to terminate or turnaround

SGAOQ, IT Dashboard: Agencies are Managing Investment Risk, but Related Ratings Need to Be More Accurate and
Available, GAQ-14-64 (Washington, D.C.: Dec. 12, 2013); Information Technology Dashboard: Opportunities Exist to
Improve Transparency and Oversight of Investment Risk at Select Agencies, GAO-13-98 (Washington, D.C.: Oct.16,
2012); IT Dashboard: Accuracy Has improved, and Additional Efforts Are Under Way to Better inform Decision
Making, GAO-12-210 (Washington, D.C.: Nov. 7, 2011); Information Technology: OMB Has Made Improvements to
Its Dashboard, but Further Work Is Needed by Agencies and OMB to Ensure Data Accuracy, GAO-11-262
(Washington, D.C.: Mar. 15, 2011); and Information Technology: OMB's Dashboard Has increased Transparency anc
Oversight, but Improvements Needed, GAO-10-701 (Washington, D.C.: July 16, 2010).

"GAO-14-64.
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IT investments were having the appropriate impact on underperforming projects.®
Additionally, we found that the number of TechStats held was relatively small compared
to the current number of at-risk IT investments. Specifically, as of May 2013, of the 162
at-risk IT investments, only 30 (18.5 percent) had undergone an OMB-ied TechStat.
Further, of the 69 at-risk investments at four selected agencies® as of May 2013, only 23
(33.3 percent) had undergone an OMB- or agency-led TechStat. Until OMB and
agencies develop plans to address these underperforming investments, they will likety
remain at risk, We recommended, among other things, that OMB require agencies to

address high-risk investments. OMB generally agreed with this recommendation.

Third, OMB and agencies need to continue making progress in consolidating and
optimizing federal data centers. Since 2011, we have issued a series of reports on the
efforts of agencies to consolidate their data centers™ and have found that OMB has not
determined initiative-wide cost savings, and that oversight of the initiative was not being
performed in all key areas. Further, we reported that agencies had developed plans to
consolidate data centers; however, these plans were incomplete and did not include best
practices. Among other things, we recommended that OMB track and report on key
performance measures, such as cost savings to date, improve the execution of

" important oversight responsibilities, and that agencies complete inventories and plans.
OMB agreed with these two recommendations, and most agencies agreed with our

recommendations to them.

Additionally, as part of ongoing follow-up work, we have determined that, while agencies
had closed data centers, the number of federal data centers was significantly higher than
previously estimated by OMB. Specifically, as of May 2013, agencies had reported
closing 484 data centers by the end of April 2013, and were planning to close an
additional 571 data centers—for a total of 1,055—by September 2014. However, as of

8GAO, Information Technology: Additional Executive Review Sessions Needed to Address Troubled Projects, GAO-
13-524 (Washington, D.C.: June 13, 2013).

9The selected agencies were the Departments of Agriculture, Commerce, Homeland Security, and Health and
Human Services.

19GAQ, Data Center Consolidation: Strengthened Oversight Needed to Achieve Cost Savings Goal, GAO-13-378
(Washington, D.C.: Apr. 23, 2013); Data Center Consolidation: Agencies Making Progress on Efforts, but Inventories
and Plans Need to Be Completed, GAQ-12-742 (Washington, D.C.: July 19, 2012); and Data Center Consolidation:
Agencies Need to Complete Inventories and Plans to Achieve Expected Savings, GAO-11-565 (Washington, D.C.:
Juiy 19, 2011).
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July 2013, 22 of the 24 agencies participating in the initiative had collectively reported
6,836 data centers in their inventories—approximately 3,700 data centers more than
OMB's previous estimate from December 2011. This dramatic increase in the count of
data centers highlights the need for continued oversight of agencies’ consolidation
efforts.

Lastly, agencies need to continue to identify consolidation opportunities in their
commodity IT investments." We reported in November 2013'2 that OMB’s PortfolioStat
initiative, which is intended to, in par, reduce agencies’ commodity IT spending and
demonstrate how their IT investments align with the agency’s mission and business
functions, has the potential to save between $5.8 and $7.9 billion by fiscal year 2015, but
that weaknesses existed in agencies’ implementation of the initiative's requirements. For
example, only 1 agency fully addressed the key requirements of OMB’s initiative, and 12

agencies could not ensure the completeness of their commodity iT baseline.

In a March 2013 memorandum, OMB outlined several planned improvements to the
PortfolioStat process; however, our report determined that OMB efforts could be
strengthened to ensure agencies achieve identified cost savings, including addressing
issues related to existing ClO authority at federal agencies, and publically reporting on
agency-provided data. We recommended, among other things, that OMB require that
agencies state what actions have been taken to ensure the completeness of their
commodity IT baseline information, and identify any limitations with this information;
require agencies to fully disclose limitations in CiOs’ ability to exercise their authority;
and that agencies take steps to improve their PortfolioStat implementation. OMB agreed
with these recommendations, and responses from 20 of the agencies commenting on

the report varied.™

" Accarding to OMB, commodity IT includes services such as [T infrastructure (data centers, networks, desktop
computers and mobile devices); enterprise IT systems (e-mail, collaboration tools, identity and access management,
security, and web infrastructure); and business systems (finance, human resources, and other administrative
functions).

2GAQ, Information Technology: Additional OMB and Agency Actions are Needed to Achieve Portfolio Savings,
GAQ-14-65 (Washington, D.C.: Nov. 6, 2013).

30f the 20 agencies commenting on the report, 12 agreed with our recommendations directed to them, 4 disagreed
or partially disagreed with our recommendations directed to them, and 4 provided additional clarifying information.






MANAGEMENT MATTERS:
CREATING A 21ST CENTURY GOVERNMENT—
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MONDAY, MARCH 31, 2014

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 3:02 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Thomas R. Carper,
Chairman of the Committee, presiding.

Present: Senators Carper and Coburn.

Chairman CARPER. The hearing will come to order. How are you
all doing? Nice to see you all. Thanks for joining us today. Dr.
Coburn needs to be on the floor in a few minutes and I have asked
if he would like to go first. He has accepted. So he is going to go
first and then I will give a short statement and then we will hear
from you. Welcome, everybody. Thanks for joining us.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. Thank you, Mr. Chairman, for being so gra-
cious. I am going to the floor, in typical fashion, to address the
issue with Sustainable Growth Rate (SGR), it is a problem that we
keep treating symptoms of but never address the real problems,
much about what our discussion is today.

The government cannot manage what it cannot measure. We all
know that. Any discussion of the Administration’s management ini-
tiative should start with the fact that we do not even have the full
accounting of everything that we are doing. Only one agency actu-
ally knows all its programs. That is the Department of Education
(ED). The rest do not.

That is why I, along with 9 of the 16 Members on this Com-
mittee, more than one-third, 37 at last count, of the U.S. Senate
have introduced the Taxpayer’s Right-To-Know Act. I have already
had a conversation with Mr. Stier about some additions to that and
some great ideas that we had before the hearing opened.

The first step in measuring the results of a government program
is creating an inventory of all Federal programs. I am reminded—
Robert Shea was here and helped us with the bill that Senator
Carper and I, Senator McCain, and then-Senator Obama intro-
duced creating the transparency that we now have, and we have
seen the inadequacies of that. Although it is better than what we
had before, we are not where we need to be.

(117)
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So I thank you for that. The Taxpayer’s Right-To-Know Act will
create a concrete way to address the $200 billion that the Govern-
ment Accountability Office (GAO) has identified in duplication. It
is a basic statute for every Federal program so we can know at a
glance what we are doing. And then the question comes back to
Congress why, what is the strategy, what are the tactics, what is
the plan in terms of the government’s response and actions?

Most of our witnesses here today have been on the front lines.
Tom, I know you have, and I know Max has, I know Robert has.
Dr. Metzenbaum, we welcome you as well. The Sunlight Founda-
tion has been really out there in terms of making it apparent for
what is not happening and being a voice to make sure that the
American taxpayer actually gets to see where the money is spent
and how it is spent and why it is spent.

So I really appreciate you all being here. I appreciate the Chair-
man, even though it is a Monday, it is hard to make a 3 o’clock
pm meeting coming 1,400 miles, but glad to be here with you and
I hope to return after I finish on the floor. Thank you very much.

Chairman CARPER. Thanks, Dr. Coburn.

OPENING STATEMENT OF CHAIRMAN CARPER

Chairman CARPER. Well, good afternoon. It is good to see you all.
As you know, this is like Part 2. I think today is sort of like the
beginning of the baseball season. I think of this as the second game
of a day/might double-header. The sun is shining, the sky is blue.
It almost feels like baseball. So it is not a bad analogy to use. But
we are happy you are here.

One of the things, when I talk to folks about deficit reduction,
I always talk about three things we have to do. One is we need to
work on our entitlement programs to save the programs, to make
sure they are going to be around for our kids and grandchildren,
to see how we can save money in those programs, and to do so
without savaging old people or poor people. That is No. 1.

Two, we need tax reform that I believe generates some revenues.
The third thing we need to do, just look at everything we do and
ask, how do we get a better result for less money? When I talk to
folks about No. 2, that is tax reform that raises some revenues,
people say to me, I do not mind paying some extra money in taxes.
I just do not want you to waste my money. And actually, a lot of
people feel that way, Democrats, Republicans, folks who are Inde-
pendents and all.

So part of what we are doing today is figuring out not just how
we can stop wasting money—any large organization wastes
money—but also how can we do those things that are our responsi-
bility more effectively and more efficiently. We are very happy to
have your help in doing that.

This hearing follows up on a hearing we held in our Committee
about 2 weeks ago to discuss the Administration’s management
agenda for the remainder of President Obama’s second term, and
at that hearing, Beth Cobert sat where you are sitting, Max. She
is our Deputy Director for Management at the Office of Manage-
ment and Budget (OMB).

I am just thinking, Dr. Metzenbaum, is that a position that you
once held?
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Ms. METZENBAUM. I was the Associate Director for Performance
and Personnel Management reporting to that Deputy.

Chairman CARPER. I see. Thank you. Who did you report to at
that time?

Ms. METZENBAUM. Jeff Zients.

Chairman CARPER. There you go. Whatever happened to him? I
am just kidding. Jeff has been a busy boy.

At that hearing, Beth Cobert from OMB and Dan Tangherlini
from General Services Administration (GSA) discussed the four pil-
lars of the Administration’s approach to good management. And
they include effectiveness, efficiency in government, how to drive
economic growth, how to recruit and train a talented and dedicated
workforce. Those were their pillars, if you will. Gene Dodaro sat
right where you are sitting, Mr. Lee, and he said—a fellow who
was the Comptroller General at GAO, he also testified. I have seen
him testify, gosh, dozens of times. He has never used a note, and
I understand, in deference to him, you will not use notes today and
just kind of ad lib it. Audibles, is that what we call it? Football
audibles.

But Gene testified and suggested a few ways in which the Ad-
ministration and Congress can work together to help achieve the
goals of the management agenda and to save taxpayers some
money in the long run. Our hearing was a discussion of the chal-
lenges facing our government agencies, along with what the Presi-
dent wants to fix, and how we here in Congress can be partners
in promoting smarter, more efficient, more effective government.
And those are familiar themes for those of us in the Congress, but
especially in this Committee.

Something I often like to say is, that everything I do, I know I
can do better. I think that is true of all of us. I think it is true of
every Federal program, and part of our challenge is to figure out
how to do things, some things better. Sadly, the challenges that we
are facing are not new. For decades, both Democrats and Repub-
lican Administrations have struggled to correct the inefficiencies
and make government work better for the American people. In
some cases, we have succeeded. In a number of cases we have, but
there is still plenty of work to do.

Government, though, fortunately, does not have to do it alone
and struggle to improve efficiency. There are private groups who
have made it their mission to advise and to help government agen-
cies on how they can improve efficiency and spend taxpayer money
more wisely.

Today we continue the conversation that we began earlier this
month. This time, though, we are receiving input from folks who
represent a few of these outside groups. Our witnesses want to see
agencies and programs run well and achieve their missions effi-
ciently, and they understand the value of an effective government.
They have personal experience, in a number of cases, in govern-
ment; have gathered opinions from others; have done studies; have
looked deeply at how government works or does not work; and they
can inform us as to what they have found and how we might base
our actions accordingly.

I believe the non-profit and private sector groups like the ones
that are represented here today can prove to be valuable partners
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in advising our government on good management practices. I look
forward to your thoughts on the Administration’s management
agenda and what they think, what you think are the best ways to
tackle those four pillars that I mentioned earlier—effectiveness, ef-
ficiency, economic growth, people, and culture.

Effective government management has long been a priority for
this Committee and I hope this hearing shines a spotlight on what
management initiatives are being done well, which ones could be
done better, and how we in Congress can help the Administration
achieve this important goal for our country.

I like to quote a bunch of people and I do almost every hearing.
I think today I want to quote President Truman. Actually, I am not
going to quote him. I am going to paraphrase him. But he once said
something to the effect: the only thing that is new under the sun
are the things we never learned or forgot. Think about that.

We have to learn from the lessons of past government workers
and Administrations so that we do not repeat their mistakes. We
look forward to hearing from our witnesses on what you believe can
be done to set our government management on a more responsible
course. With that done, I am going to just briefly introduce our wit-
nesses.

Our first witness, Max Stier—do you pronounce your name Stier?

Mr. STIER. The answer is yes, Stier.

Chairman CARPER. OK. There you go. Mr. Stier is President and
Chief Executive Officer (CEO) of the Partnership for Public Service.
The Partnership, as I understand it, seeks to revitalize the Federal
Government by promoting ways to recruit and develop a new gen-
eration of public servants and to transform the way government
works. Just a small undertaking.

Mr. STIER. Small.

Chairman CARPER. There you go. Prior to joining the Partner-
ship, Mr. Stier served as General Counsel at the Department of
Housing and Urban Development (HUD) and Special Counsel at
the Justice Department (DOJ). I think you might have even been
a Congressional staffer for a guy from Iowa with whom I used to
serve on the House Banking Committee. That would be Jim Leach,
an old friend.

Our second witness is Shelley Metzenbaum. Ms. Metzenbaum,
are you any relationship to Howard Metzenbaum? Is he your great-
grandfather?

Ms. METZENBAUM. Dr. Metzenbaum is my father.

Chairman CARPER. Is he your dad?

Ms. METZENBAUM. My dad.

Chairman CARPER. I was just kidding. I never served with him,
but know him well. I went to Ohio State, so I know him well. You
all are from Columbus, are you not?

Ms. METZENBAUM. Cleveland.

Chairman CARPER. Excuse me, Cleveland. Ms. Metzenbaum is
President of The Volcker Alliance. The Volcker Alliance seeks to
address the challenge of implementing public policy, to rebuild pub-
lic trust in government, and to bring about sustained government
improvement.

Prior to joining The Volcker Alliance in 2013, as we discussed
earlier, Ms. Metzenbaum was the Associate Director for Perform-
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ance and Personnel Management at the Office of Management and
Budget, reporting to Jeff Zients. In that role, she was responsible
for implementing President Obama’s approach to improving the
performance of Federal programs.

Our next witness is Robert Shea, as in Shea Stadium. Is that
right? OK. Mr. Shea is a Principal at Grant Thorton, a leading
international accounting and advisory firm. As leader of the—this
is a quote—cost, budget, and performance management team—
right? Is that the name? Mr. Shea works with Federal agencies to
help them meet financial management requirements, improve orga-
nizational performance, manage cost, and effectively implement in-
formation technology (IT) investments.

Before joining Grant Thorton, Mr. Shea was the Associate Direc-
tor for Administration and Government Performance at the Office
of Management and Budget during the George W. Bush Adminis-
tration. What years was that?

Mr. SHEA. 2002 to 2008.

Chairman CARPER. OK. And who did you report to then?

Mr. SHEA. Clay Johnson.

Chairman CARPER. Sure. Mr. Shea also served on the staff of the
Governmental Affairs Committee under Senator Fred Thompson.
From what years to what years?

Mr. SHEA. Now, come on. 1999 to 2002.

Chairman CARPER. All right, good.

Mr. SHEA. And I see a bunch of friends behind you.

Chairman CARPER. On which side?

Mr. SHEA. Both sides.

Chairman CARPER. Both sides. That is good.

Our final witness is Tom Lee—I like to call him Tommy Lee—
Director of Sunlight Labs at the Sunlight Foundation. What a cool
name for a foundation. The Sunlight Foundation seeks to dramati-
cally expand access to government information in order to create
accountability of public officials. It also seeks to make public infor-
mation available online. Matters, as we heard, Dr. Coburn is very
much interested in and he has let me be his partner from time to
time as well.

Sunlight Labs is an open source community supported by the
Sunlight Foundation that is dedicated to using technology and con-
vert government data to user friendly applications. Prior to leading
Sunlight Labs, Mr. Lee led the Sunlight Foundation’s—is it called
Subsidy Scope, Subsidy Scope Project?

Mr. LEE. Yes, that is right.

Chairman CARPER. Which, I understand, explored the level of
Federal involvement in various sectors of the economy.

We thank all of you for being here today. Our colleagues are com-
ing in from around the country, as we speak, and we start voting
at 5:30. So we will be finished up before that happens, but I expect
a few of our colleagues will be coming in and joining us for parts
of this hearing. So I am going to be able to hear everything you
say. I am the lucky one. And Dr. Coburn is going to come back
when he finishes on the floor. Again, welcome.

Mr. Stier you are welcome to proceed. We are happy you are
here. You have 7 minutes for your statement. If you go much be-
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yond that, I will have to rein you in. But if you can stick within
that, that would be great. Thank you very much. Please proceed.

TESTIMONY OF MAX STIER,! PRESIDENT AND CHIEF
EXECUTIVE OFFICER, PARTNERSHIP FOR PUBLIC SERVICE

Mr. STIER. Thank you, Mr. Chairman. It is a pleasure being here
and I think it is very important for you to be holding this second
hearing. This is a time of great need in the government, and Con-
gress and this Committee have a critical role to play. I think we
are all applauding the work that Beth Cobert is doing at OMB and
want to help her succeed. She needs the help.

I was trying to find out if I could come up with nine of these for
the baseball analogy, but I only have eight. It is not the David
Letterman top 10 list, so I have eight. I have eight fields.

Chairman CARPER. It is like a rain-shortened game.

Mr. STIER. Exactly. A rain-shortened game, there we go. I have
eight fields and some specific ideas in each of them that I would
love for this Committee to be focused on. I am going to begin with
an issue that I know is near and dear to your heart, which is re-
ducing the number of vacancies at the senior levels of government.
You have described it, quite aptly, as Swiss cheese——

Chairman CARPER. Swiss cheese.

Mr. STIER. It is a real problem. You cannot run the government
effectively if the top people are not there, particularly in the man-
agement positions. I have four quick ideas on this.

First we need to focus more on how governments start through
Presidential transitions. Every Administration gets behind the
eight ball. They do not get their people in quickly enough. Clay
Johnson talks about this in a very compelling way. Every new Ad-
ministration should have their top 100 people in by May 1 and the
top 400 by the August recess of their first year. It is possible, but
it requires a different expectation and different level of cooperation
between an incoming Administration and Congress. That should be
the goal and we should be focusing on that right now to make it
happen.

Second, we need to build off the success of S. 679, which reduced
the number of Senate-confirmed positions. There are still more po-
sitions that currently require Senate confirmation that can be re-
duced. Frankly, we should be changing at least the management
positions from Senate-confirmed political spots to career positions
or term appointments with a performance contract. There is no
need for these positions to be held by political appointees. Turnover
and vacancies in these positions create great disruption, and does
not enable the long-term management work that needs to be done
inside agencies.

Third, we need to ensure that——

Chairman CARPER. You are two for two.

Mr. STIER. All right. We need to ensure the appointees are well-
prepared. Today it is misery. Attention is focused entirely on the
selection and not on the preparation of nominees. In particular, the
ever-lengthening time between nomination and confirmation is not
being used effectively. New nominees believe they cannot do any-

1The prepared statement of Mr. Stier appears in the Appendix on page 157.
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thing because the Senate would be offended, when, in fact, that is
the time when they should actually be preparing to do their jobs
well. This Committee and the Senate, in general, could be signaling
to nominees that they actually should be getting ready to do the
job well. That would have a huge impact in making sure they start
effectively, which does not happen today.

Fourth, we need to see some improvements in the Presidential
transition process. Senator Kaufman championed legislation that
made real improvements in this area. The Committee should hold
a hearing here to look at those improvements and see what more
can be done, because there are some additional things that need to
be done which Senator Kaufman supports.

Chairman CARPER. Senator Ted Kaufman?

Mr. STIER. Correct.

. ghairman CARPER. One of the best 2-year Senators we have ever
ad.

Mr. STIER. Yes, amazing guy.

Chairman CARPER. We just had a lovely luncheon at the Univer-
sity of Delaware.

Mr. STIER. All right. So I am going to run through——

Chairman CARPER. No. We will stop your time right here.

Mr. STiER. OK. First, we have to focus on execution and engage
the private sector. Obviously we see this again and again, for ex-
ample with healthcare.gov. Too much focus is on the ideas and not
in getting this stuff done and that is not working well. Congress
has a big role to play in this too. The number of hours spent in
oversight hearings has been going down for years.

It is not just legislation passing, it is oversight. We are not see-
ing Congress focusing on programs before there is a problem, and
we need to see more of that. For example, the number of hours
spent in hearing was 5,397 in the 104th Congress and only 3,758
in the 111th. We need more oversight hearings.

Second, we need to engage the private sector more effectively.
One concrete idea we have is to create a public/private sector talent
exchange that would be akin to the Intergovernmental Personnel
Act (IPA) program that exists right now for non-profits and State
and local government. That would be a really great way of getting
government people into the private sector to learn about best prac-
tices and vice versa.

Finally, you might even consider detailing Hill staff to Federal
agencies, because, frankly, there is not enough information among
the Hill staff about what is actually happening inside agencies, and
that would be a big deal.

Third, we have to treat government as a single integrated enter-
prise. We recently released a report on this and it is something
that Senator Coburn and I were just talking about. I think his leg-
islation is really important. What it is missing, however, is an inte-
grated strategic plan for what government is trying to achieve.

We need to know what is happening with Federal programs, but
we also need to see how those programs are tied to a core set of
objectives across government, and that needs to be a Presidential
priority and something that everybody understands. It is a common
sense notion that Dave Walker proposed many years ago, that you
cannot do anything without that plan. We also need to see the
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President driving that through the President’s Management Coun-
cil (PMC).

Fourth, we need to celebrate what is working in government. No
organization I have ever seen gets better if all you do is find things
that are wrong with it. That is what we have today. We have In-
spectors General (IGs), we have Congressional oversight and the
media always finding things that are wrong.

The way an organization gets better is not only to find things
that are wrong, but also to find out what is right, celebrate that
and make that something to be replicated. This Committee, could
be pushing in that direction.

We do something called the Service to America Medals, the
Sammies, which identifies great, incredibly impactful stories. One
winner was responsible for treating amputees from the military
that are able to return to the battlefield, another was the gen-
tleman who eradicated polio in India. The stories go on and on and
on. Last year, one winner was the Deputy Assistant Secretary for
Energy at the Air Force, who saved a billion dollars in fuel costs
on an annual basis. There are wonderful stories out there that no
one sees, and therefore, no one can replicate.

We need to bring those things to light. It is a bright spot analysis
that, again, any business person will tell you is a way to drive posi-
tive change. It does not happen in government, but we need more
of that. I hope you will come to the Sammies celebration. We have
the Sammies finalist announcement breakfast on May 6 and then
the gala on September 22.

Fifth, we need to hold agency leaders accountable for managing
their people well, and that is not happening right now. In our Best
Place to Work in the Federal Government rankings we see em-
ployee morale really plummeting. What is interesting to me,
though, is despite morale plummeting overall, a quarter of in gov-
ernment agencies are seeing increases in morale, such as the Na-
tional Aeronautics and Space Administration (NASA), and it is all
about leadership. That is what the data tells us. We need to make
sure we are investing in those leaders and holding them account-
able.

This Committee can be asking questions about employee morale
to the top agency leadership. Additionally, one very concrete thing
that the Committee could do would be to pass a law requiring
agencies to include employee morale in the performance plans for
both the political and career leadership. That is what Ray LaHood
did at the Department of Transportation (DOT). He built employee
morale measures into the performance evaluation system for senior
executives and saw the biggest change at the Department of Trans-
portation subsequently of any major agency over 2 years. It really
is quite impressive.

We also need this data faster. It is critically important, but it is
currently taking 5 or 6 months to be released, and we need to get
it out much quicker.

Sixth, we need to develop the senior career leaders in govern-
ment as well as the political leaders. We are not seeing career serv-
ice leaders treated as an enterprise asset. To that, one of the things
we think should happen is legislation to reform the senior execu-
tive service (SES). An element of that reform would be to require
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that candidates, in order to join the SES, should have worked in
multiple sectors, multiple levels of government, or multiple agen-
cies.

Today the SES is a very insular group, and it needs an influx
of the kind of skills and talents necessary if our government is to
truly operate as an enterprise. We also need to make sure that de-
velopment and training investments are taking place for this crit-
ical group.

Seventh, we need a score card for political leaders. Robert talks
about that in his testimony and he is absolutely right. The only ele-
ments that I think I would highlight further from what he has to
say is that we need this to be a Presidential priority. President
Bush got that right. We need specific metrics, especially the people
metrics, to be included like quality of hire and employee engage-
ment.

Lastly, we need a reform of the whole civil service system. It is
60 to 100 years old, depending on what piece of it that you actually
touch, and it is desperately broken. We are putting out a report
this Wednesday that presents a new framework for modernizing
the civil service. At minimum, we need to have this conversation.

The last time there was any real reform at all, there were 12
days of hearings. That is what we need to see here and now. Major
parts of the civil service are truly, desperately broken. The Federal
compensation system right now, pays all Federal employees at the
same set level. It makes no sense. Government pays a physicist the
same as a physical therapist. That is not how any other organiza-
tion works.

The system worked terrifically well when it was first built, but
nothing in our society has stayed the same in the last 60 to 100
years and government cannot either. We need to revisit it. Federal
employees need it to be revisited. The people in government are
wonderful, but they are not being supported by the system that is
supposed to help them.

Thank you very much. I apologize for going over, but it is a
pleasure being here to testify.

Chairman CARPER. I am glad we went over. Thanks. You have
given us a lot to think about, and hopefully to do. Thank you.

Mr. STIER. Thank you.

Chairman CARPER. Dr. Metzenbaum, welcome again. Thank you.
Please proceed.

TESTIMONY OF SHELLEY H. METZENBAUM, PH.D.,!
PRESIDENT, THE VOLCKER ALLIANCE

Ms. METZENBAUM. Thank you, Mr. Chairman. I greatly appre-
ciate the opportunity to testify today.

Government management matters and it needs more attention,
and that is why last year, building on a long and distinguished ca-
reer in the public and private sector, former Federal Reserve Board
(FRB) Chairman Paul Volcker decided it was time to launch the
Volcker Alliance. The Alliance, where I am now proud to be the
President, aims to rekindle intellectual, political, practical, and

1The prepared statement of Ms. Metzenbaum appears in the Appendix on page 164.
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academic interest in implementation issues in the nuts and bolts
of government, and these days the electrons too.

I appreciate the opportunity to be here today to talk about the
priorities for improving Federal management. Because performance
measurement and management is the core way that the best busi-
nesses, and increasingly the best government organizations,
achieve better outcomes and a higher return on investment. I will
devote much of my testimony to lessons learned from the imple-
mentation of the Government Performance and Results Act (GPRA)
of 1993 and its modernization by Congress and the Administration
in 2010. As requested, I will also share my thoughts on other man-
agement issues.

Federal performance improvement efforts have made noteworthy
progress over the years. The 1993 law got agencies to set goals,
measure performance, and report annually. Progress was made
doing these things, but there was a critical missing element. Too
few agencies were actually using the performance data to find ways
to improve. Nor were enough agencies using their goals to commu-
nicate priorities, refine those priorities with the public and Con-
gress, and enlist assistance and expertise.

Lessons learned over the last two decades in the United States
and elsewhere at every level of government made it clear what
change was needed. Agencies needed to spend more time using
goals and data to inform and drive improvement not just com-
pleting mandated reports. Improvement in what? In outcomes, in
productivity, in people’s experience with government, and account-
ability. Otherwise, goals, measurement, and reporting are wasteful.
If goals and measurement are not useful, they are wasteful.

Research identified a few key practices that make goals and
measurement transformative by encouraging discovery, innovation,
and best practice diffusion. The Obama Administration policies and
the law Congress passed in 2010 required these key additional
practices. Agency heads set a few specific, ambitious, and outcome-
focused priority goals that their organizations must try to accom-
plish within 2 years without new funding, without new budget or
without new legislation.

Three new leadership responsibilities were established. The Dep-
uty Secretary, or equivalent, needs to function as the chief oper-
ating officer (COO). The chief operating officer, needs to designate
a goal leader accountable for achieving progress on each priority
goal. The Deputy Secretary is expected to run data-driven reviews
no less than every quarter.

The performance improvement officer (PIO) supports the chief
operating officer helping to drive performance improvement across
the agency and with other agencies. The PIO also works with the
Performance Improvement Council to strengthen the Federal Gov-
ernment’s capacity in analytics and understanding of how to use
the data to improve, to reduce problems, but also to find what is
working and spread success.

Priority goals need to be measured in more frequent and timely
ways to make the information actionable. And then key informa-
tion about priority goals must be updated at least quarterly on a
central website, Performance.gov. The site includes the key infor-
mation about what agencies are trying to accomplish, their goals,
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why they are trying to accomplish those goals, how they plan to ac-
complish each goal, the strategy, the logic and evidence of why
each strategy is the right one, the progress made every quarter,
and plans for next steps, especially if the progress is not as good
as expected.

Finally, I think we have learned it is important to get account-
ability expectations right. The emphasis needs to be on significant
improvement in all areas, not achieving 100 percent of the targets.
And it needs to be on understanding and tackling impediments to
progress.

Some targets should be exceeded, but others will be missed, and
an agency that meets all of its stretch goals should be as much
cause for concern as one that does not meet them all because tar-
gets that are too timid just do not stimulate innovation, the kind
of innovation needed to deliver more bang for the buck.

Research by the Government Accountability Office and others
found that when the additional practices are used they are remark-
ably useful. Trends for the Administration priority goals reinforce
that finding. Adult smoking is down, exports are up, and the lowest
performing schools are beginning to turn around.

Greater attention to electronic transactions is improving cus-
tomer experience and cutting costs. Visa processing times are
down, as are patent backlogs. All of this information is posted on
Performance.gov. That is not to suggest, however, that everything
is rosy. There is still plenty of room for improvement on mission-
focused performance goals and plenty of missed opportunities in
mission support areas.

One area needing attention is the Federal recruitment and hiring
process. It is seriously limping and Federal internship programs
are just plain broken. Congress can help here by making it easier
for one agency to recruit on behalf of others. Greater agility is
needed in procurement and it is time for renewed attention to past
performance in contract award decisions.

Federal grants need to be more agile and performance focused,
and agencies that work with State and local governments to accom-
plish their objectives need to play a stronger role doing knowledge
management and knowledge diffusion. The Administration’s push
on benchmarking for the mission support functions is fantastic, and
benchmarking should be expanded, not just to the mission support
functions, but across common program types such as for benefits
processing.

The Volcker Alliance, I should say, stands ready to work with
Congress and the Federal Government to find ways to manage
smarter and with greater accountability. We are also ready, in
some situations, to lead the charge, to catalyze new thinking, and
to convene partnerships to leverage change.

I appreciate the opportunity to be here today and am happy to
answer questions. Thank you.

Chairman CARPER. Thank you so much for that testimony, for
joining us. Mr. Shea, please proceed.



128

TESTIMONY OF ROBERT JOHNSTON SHEA,! PRINCIPAL,
GLOBAL PUBLIC SECTOR, GRANT THORTON, LLP

Mr. SHEA. Thank you, Mr. Chairman. I would be remiss not to
point out that I am here, in part, in my capacity as Chairman of
the Board and a Fellow of the National Academy of Public Admin-
istration.

Chairman CARPER. Oh, really?

Mr. SHEA. Max and Shelley are also Fellows and represent the
deep bench of Administration expertise that you can draw on for
all of your oversight challenges.

Chairman CARPER. Thank you.

Mr. SHEA. I am grateful for the opportunity to speak to you
today. I applaud your interest in finding areas in which the Com-
mittee’s focused oversight efforts would have the greatest impact
on the government’s performance and efficiency. My experience in
working to improve the government’s operations comes, in part,
from my time as a staff member on this great Committee in the
late 1990s.

With considerable help from GAO and IGs, the Committee docu-
mented what many agreed were the greatest management chal-
lenges. Report after report showed the extent of the challenges.
Agencies took months to produce audited financial statements and
could not report the extent of their improper payments.

Recruiting and retaining the right workforce was difficult for
agencies. Information technology projects were often over-budget
and off-schedule. The acquisition system did not support the timely
and objective procurement of goods and services. Performance was
not as clearly and transparently reported as it should be.

To accelerate progress in these areas, the President’s Manage-
ment Council at the time developed a score card, which Max talked
about, with indicators that measured the degree to which agency
efforts resolved these challenges. Agencies were rated red, yellow,
or green based on their progress. For each of the major areas of the
score card, specific accomplishments were measured.

What was new at the time was the fact that agency progress was
updated and reported publicly every quarter. These updates fol-
lowed a rigorous review by OMB staff of evidence provided by
agencies. I cannot emphasize enough just how critical transparency
was to how seriously agency leadership took these management im-
provement initiatives. Knowing their scores were going to be re-
ported publicly made the very top leadership at agencies work very
hard to improve in each of these areas.

Government agencies made real progress during this period,
though I do not think it would be fair to suggest agency challenges
related to finance, human capital, information technology, acquisi-
tion, and performance have been resolved entirely. I do not have
to tell this Committee that.

But because those measures are not being reported publicly
today, it is difficult to show objectively how agencies are per-
forming in these areas of common concern. The management im-
provement initiatives described in the President’s Fiscal Year (FY)

1The prepared statement of Mr. Shea appears in the Appendix on page 177.
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budget offer a renewed opportunity to address many of the govern-
ment’s persistent management challenges.

They fall neatly into the framework described in the President’s
budget, and many of the initiatives promise genuine trans-
formation of agency and program operations with real gains in
terms of performance and efficiency. But without clear metrics to
gauge progress, it will be difficult to determine whether or not ac-
tual improvement is being achieved.

The good news is that this Committee’s oversight efforts can
move agencies to address common challenges so long as some key
ingredients are in place. First and foremost are clear goals. In
whatever area you choose, it is imperative you have a common un-
derstanding of how progress will be measured.

Then, I am afraid, the Committee’s Members and staff will have
to provide consistent, regular attention to ensure progress is sus-
tained. My written testimony provides a few good examples that
offer a roadmap, but the bottom line is, with bipartisan consensus
on a couple of these priorities, some big problems could be tackled
by the Committee’s efforts.

I am grateful for the opportunity to offer some suggestions on
where you might direct that focus. GAO’s inventory of government
overlap and duplication and the accompanying recommendations
are a good place to start. If there is a subset of those 104 un-imple-
mented recommendations on which you and the Administration
agree, I would expect the Committee’s efforts to produce real tan-
gible benefit.

GAO’s biennial high risk list provides an excellent oversight tar-
get as well. At GAO’s suggestion, the National Academy of Public
Administration is convening agency officials and OMB to share
ways agencies have tackled high risk areas in the past and gotten
off the list. With focus on their common approaches, agencies can
take to these thorny issues.

With focused oversight, some agencies or programs on that list
might get the nudge they need to address issues raised by GAO
and get off the list.

The Administration’s evidence agenda is an area in which the
Committee’s focus could also pay big dividends. Experience shows
that when evaluated using rigorous methodologies, programs are
often found not to be as effective as originally thought at solving
whatever problem they are designed to address. But over the past
decade, the Executive Branch has renewed its effort to study pro-
grams and build a body of evidence of what programs or program
approaches work best.

The Administration has launched a number of pilot programs
and demonstrations to help determine which strategies lead to bet-
ter results from taxpayer investments, allowing Federal, State, and
local governments to identify the most promising strategies that
warrant expansion.

We know far too little about which programs work best today. If
we can move just a fraction of the government’s investments into
more proven approaches, the results could be dramatic. While we
know little about how government programs perform, we know
even less about what they cost. Under current policy, agencies are
supposed to report annually what it costs to achieve their goals.
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A number of other laws and rules dictate the extent to which
agencies measure and report the cost of their operations. Too few
agencies take these efforts seriously when a study of the cost of
programs would invariably uncover waste that can be eliminated.
In a time of increased budget austerity, I can think of no better
way to find savings than a considered look at the cost of govern-
ment agencies and their programs.

A lot of information needed to form the basis of a program cost
adjustment is included in the Taxpayers Right-To-Know Act, which
I know is under consideration by the Committee. More important
than the reporting of information required by the law would be the
use of it to find ways to eliminate waste and reduce costs in pro-
gram administration.

Wherever the Committee focuses its considerable oversight, suc-
cess will depend on how clear the goals are and whether you are
willing to invest the repeated, persistent attention that similar en-
deavors have required in the past. When the Committee has set
goals in collaboration with the Administration, measurable
progress was made. It is a recipe for success that can produce re-
sults. Thank you, Mr. Chairman.

Chairman CARPER. Thank you, sir. Mr. Lee.

TESTIMONY OF TOM LEE,! DIRECTOR, SUNLIGHT LABS, THE
SUNLIGHT FOUNDATION

Mr. LEE. Mr. Chairman, thank you for the opportunity to appear
before you today to speak about Federal program management and
transparency. As you mentioned, I am the Director of Sunlight
Labs, the technical arm of the Sunlight Foundation. Sunlight is a
non-profit that is dedicated to using the power of the Internet to
catalyze greater government openness and transparency. We take
inspiration from Justice Brandeis’s famous adage that sunlight is
the best of disinfectants.

Our work on technology and accountability has naturally led to
a focus on data and its capacity for improving how government
functions. We collect, improve, and redistribute a wide variety of
types of government data, serving millions of citizens, journalists,
watchdogs, and researchers. In recent years, spending data has be-
come a particular focus for us, most notably through our analyses
of USASpending.gov data quality.

We believe that data about government spending operations are
among the most essential forms of information that a government
can publish. This information is prerequisite to any meaningful
analytic effort to maximize efficiency or improve the value received
for taxpayer dollars. But its utility extends beyond these important
questions. Spending data is one of the clearest measures that citi-
zens have of their government’s priorities and effectiveness. It
serves as an important antidote to appeals based solely on rhetoric.

We believe that the current Administration deserves credit both
for its commitment to open data and for its efforts to reduce dupli-
cation and waste. In particular, the effort that began with the Fed-
eral IT Dashboard to reduce unproductive IT spending is worthy of
praise. Agency-led IT projects are particularly prone to failure and

1The prepared statement of Mr. Lee appears in the Appendix on page 182.
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in need of stronger oversight. At their worst, such efforts represent
complex, large appropriation engineering projects that are imple-
mented by contractors and supervised by agency staff that do not
have experience managing technical undertakings. The capabilities
and incentives within this dynamic create a high potential for
waste. The Administration’s stated commitment to a stronger, cen-
tralized supervisory role in such projects is welcome.

We are similarly pleased to see this Committee considering the
Taxpayers Right-To-Know Act. This legislation promises to expand
the information available to both the public and oversight bodies,
and to do so in a way that minimizes the associated disclosure bur-
den. We believe that the existing programmatic description process
conducted in connection to the Catalog of Federal Domestic Assist-
ance (CFDA), could be expanded to include the data newly man-
dated by this Act. The CFDA already includes some information
about programs salary costs, statutory authorizations, and accom-
plishments. Making this reporting more granular, uniform, and
complete promises to substantially increase the usefulness of the
CFDA. And because this reporting system already exists, we are
optimistic that the costs associated with the Taxpayer Right-To-
Know Act will be minimal.

However, we do wish to urge the Committee to consider revisions
to the Act that would enhance its clarity and effectiveness. In par-
ticular, the difficulty of getting meaningful data from the jobs re-
porting requirements of the American Recovery and Reinvestment
Act (ARRA) should serve to underscore the need for imposing spe-
cific, clear methodology upon those reporting such data. For exam-
ple, the language in the bill calling for accounts of the number of
full-time Federal employees rather than the number of full-time
equivalents (FTE) is a potential source of imprecision that could re-
sult in data that is difficult or impossible to use effectively.

Similarly, the bill’s definition of services specifies criterion for in-
clusion based upon direct benefits to recipients. In the past, a simi-
lar provision in the Federal Funding, Accountability, and Trans-
parency Act has, in Sunlight’s opinion, been used inappropriately
by agencies to claim that certain activities, like the National School
Lunch Program, are completely exempt from spending disclosure
requirements.

Finally, although it is admittedly beyond the scope of the bill as
currently written, we urge the Committee to consider addressing
agencies’ programmatic contract spending. The data quality prob-
lems of USASpending.gov, the system’s failure to associate dis-
closed contract data with specific programs, and the opacity and
complexity of the Federal procurement system can make it surpris-
ingly difficult to determine how agencies are using private firms to
pursue their missions. Consider, for example, the initial difficulty
in identifying Conseillers en Gestion et Informatique (CGI) Federal
as the vendor behind HealthCare.gov’s troubled launch. Yet, any-
one who spends time in Washington is sure to encounter contrac-
tors who perform the same work as agency personnel, but at much
higher hourly rates. In some cases, these arrangements may be
well-justified, but in others, they may be the product of agency at-
tempts to ignore personnel hiring and compensation standards, to
avoid transparency requirements, or simply to obfuscate the degree
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of investment the program represents. Collecting and publishing
data about the major contracts associated with each program, their
size and duration, and relevant employees’ average compensation
rates would enable oversight bodies to monitor and control program
spending far more effectively.

But although we believe these alterations could significantly
strengthen the bill, we wish to emphasize our support for the kind
of transparency efforts that the Taxpayer Right-To-Know Act rep-
resents. Recent attention to Federal spending data, notably includ-
ing the DATA Act, promises to provide Americans with a more ac-
curate accounting of their government’s activities, priorities, and
options. We believe that this will empower policy that is more effi-
cient, equitable, and cost-effective.

We welcome your attention to these matters and encourage you
to continue to engage with transparency issues as they relate to
the Committee’s work. Thank you for the opportunity to speak
today and I look forward to answering any questions you might
have.

Chairman CARPER. Thank you, Mr. Lee.

There is a time, not that long ago, when Dr. Coburn and I were
not the Chair or Ranking Member of the full Committee, this full
Committee, but we took turns leading a Subcommittee called Fi-
nancial Management. It was a pretty active Subcommittee, if I do
say so, and we were less interested in the Homeland Security piece
of this Committee’s jurisdiction and more interested in the Govern-
mental Affairs side.

We are still interested in both of them, but we still continue to
have a strong interest in the Governmental Affairs side. When we
were leading that smaller Subcommittee, I used to say, as we
struggle to help make sure that we got better results for less
money in this government, better results for the same amount of
money, I would opine on the need to gain leverage in terms of what
we were trying to do.

We figured out that if we were able to be on the same page with
OMB and the President’s management objective, that would help.
We figured out if we could somehow tie our wagons together with
the Government Accountability Office, particularly with their high
risk list that they put out at the beginning of every 2 years, the
beginning of the Congress, that that might help.

Dr. Coburn has been very much involved with the IGs to try to
make sure we have Inspectors General in place. We figured that
that could help. And the idea to work with a whole lot of good gov-
ernment groups, non-profits that really focus on how do we get bet-
ter results for less money. And we have been trying to do this for
a while. In some cases, with some success. You mentioned a few
of those.

And what I want to do is ask each of you to think about what
the other three have said. Mr. Stier, you went through quickly—
your eight innings—a pretty good laundry list there. But I am just
going to ask you, think about what Mr. Lee has said, Mr. Shea,
and Dr. Metzenbaum has said and pick one or two pieces that you
think are just—as I listen to a radio station up in Philadelphia
called WXPN, every week they pick a song that is a “gotta hear”
song.
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But something that we really need to hear. And it could be some-
thing you said, but especially something one or both of them have
said. Please, go first.

Mr. STIER. I like this exercise. It is a good one. So I will just
start with Shelley and the thing that she said that most strikes
home that I think the Committee would be well-advised to pay at-
tention to is her point about the broken hiring process, in par-
ticular, around student internships.

The Federal Government today has 7 percent of folks under the
age of 30. In the general workforce, that number is 23 percent. We
do not have a government that is generationally diverse and we
have a government that is fundamentally not taking the best talent
coming out of universities. That is an area that I think is vital to
the long-term future of our country and our government and that
is a place where this Committee could do some real good.

Shelley mentioned one particular idea that I will highlight and
that is simply common sense, which is to allow agencies to use
each other’s work to find the best talent. So in the case, for exam-
ple, of cyber professionals, if the Department of Homeland Security
(DHS) goes through an incredibly difficult hiring process, and finds
10 amazing candidates and only needs five of them, no other agen-
cy can hire the remaining five off their list. They have to start from
scratch. That makes no sense.

Robert, the idea that I would focus on is his point again about
the score card. We need that transparency. We need that public
face to that transparency in order to drive action in government.
Everyone is overwhelmed in the government. I believe that the rea-
son why our Best Places to Work rankings have traction is because
it is transparent, it is a front-page, Washington Post story, it is
easy for people to understand.

We need that kind of clarity around management issues and it
needs to be something for which this Committee and the President
holds the top agency leadership accountable. I think President
Bush got that right and I think it is a powerful statement from
Robert.

And then to Tom’s point, I concur entirely on the importance of
data transparency. I think his ideas on the Taxpayers Right-To-
Know Act are spot on. And again, there are some things we would
add, too.

Chairman CARPER. All right. Thanks. Dr. Metzenbaum, please,
same question.

Ms. METZENBAUM. What a great question. Thank you so much,
Mr. Chairman. Let me start with Max’s suggestion in terms of the
SES and making sure that the SES of the future have broader ex-
perience and that we make it easier to get people from outside gov-
ernment into government and place a higher priority on internal
rotations to bring ideas into the workplace. We need to do more
than give it serious consideration. We need to figure out how to
make it happen.

Let me also talk about Robert’s suggestion that the Committee
and the Administration work together to find a few priority areas
for serious attention and serious followup, whether those areas are
the high risk list, or the duplication problems, or other issues, pick
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ones that are priorities for Congress, ones you really want to give
consistent attention to. That will make a huge difference.

This Committee could start to look at progress on the priority
goals that agencies have set, or the cross agency priority goals that
the Administration has set, or some of the duplication issues that
have been identified by GAO. You cannot do them all, but I would
urge the Committee to pick a few priorities, and follow up regularly
to learn about progress on them and how problems are being ad-
dressed.

As Robert suggested, consistent followup makes all the difference
in the world. Clear goals measured to see how you are doing and
then consistent followup. If the Congress is attentive to that and
works with the Administration on a few priority issues where there
is agreement about their importance, it can be very powerful and—
will be transformative.

And then finally, on what Tom Lee was talking about in terms
of sunlight, “sunlight is the best disinfectant,” as Justice Brandeis
said, I also quoted Brandeis in my written testimony. His quote
about the States being the laboratories of democracy——

Chairman CARPER. Is that his saying, too?

Ms. METZENBAUM. That is also, yes.

Chairman CARPER. That is pretty good.

Ms. METZENBAUM. It is a great one.

Chairman CARPER. I use those quite a bit. Did he ever say any-
thing else, do you know? There has to be a third one out there. I
am sure he said a lot.

Ms. METZENBAUM. I know that he did. If you take Tom’s com-
ment about disinfectant and apply it to data transparency contrib-
utes to better data because people challenge data if it looks wrong.
In addition, data transparency can help prevent corruption and
fraud. Beyond simple transparency, data can be used to learn from
States as laboratories of democracy. If there is no scientist studying
what is going on in the laboratory, then how are you going to learn
what works better?

One of the challenges and one of the questions the Committee
could ask is: is there a scientist? What is going on in the lab?
Whether a Federal agency or perhaps Federal agencies that are
supporting others in academia or elsewhere.

Robert was talking in terms of evidence-based. How are you
learning what works, and it is not just what works, but what works
better? First we have to figure out what works and then we need
to figure out how to do it better and at a lower cost. If Congress
asks these questions, that promises positive returns.

Chairman CARPER. Before I turn to Mr. Shea, I want to quote a
former Vice Chairman of the Federal Reserve who is now back
teaching economics at Princeton. His name is Alan Blinder. And we
had, a year or two ago, a hearing before the Finance Committee
and we had four very smart people testifying on deficit reduction,
what we needed to do.

Dr. Blinder said in his testimony that health care costs were kill-
ing us. Unless we figured out how to get our arms around those,
for the government and the private sector as well, it is going to do
us in. And when we came time to ask questions, I said, Dr. Blinder,
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you say that health care costs are killing us, the 800-pound gorilla
in the room. I agree. What should we do about it?

He sat there and finally he said, I am not an expert in this field.
I am not a health economist. What I would do is find out what
works, do more of that. That is all he said. And then I said, you
mean find out what does not work and do less of that? And he said,
Yes. And there is huge wisdom in that.

Ms. METZENBAUM. There are fantastic examples of reductions in
costs, the sort of 80/20 rule in health care where in some plans 20
percent of the folks in the emergency room create 80 percent of the
costs, and you have had some turn-arounds in some locations.
There is just such opportunity here.

I think there is almost consensus among your witnesses here
that there is huge potential. You have to look at the data. You have
to use it to figure out how to do better.

Chairman CARPER. Thank you. Mr. Shea. Did any of your col-
leagues here at the witness table, any of them make any sense to
you today or anything that you would like to endorse?

Mr. SHEA. Yes. This is not an area in which you will find a great
deal of disagreement, so we better pick something we disagree with
in the next round. I am going to cheat a little bit and pick up on
a common theme in Shelley’s and Max’s testimonies, which is
around civil service reform.

Grant Thorton surveys all of the C-level Executives (CxO) com-
munities on a regular basis, and invariably, they all raise as a, if
not the major, challenge the workforce. None of them can recruit
and retain the people they need to accomplish their mission. And
unless we get comprehensive civil service reform, I do not think
that challenge will be diminished in the near future.

So I would have to say it is a major priority and there is wide
consensus that it is the major management challenge.

Chairman CARPER. Senator Voinovich, former Governor
Voinovich, as you know, he spent several years, he and Senator
Akaka, working on this, focusing on this, and when he got ready
to retire, he felt that they had made some progress. I do not know
if that is a view that you all share, but if you feel like pointing to
some things that they tried to accomplish and maybe were unable
to attain that you would have us go back and work on some more,
that would be helpful.

Mr. SHEA. We were, during the Bush Administration, able to ac-
complish reform of the SES, reform of DHS’s personnel system, and
the Department of Defense’s (DOD). The latter two were repealed,
which 1s a huge shame because simply getting those enacted was
a huge challenge and implementation was not perfect, to say the
least. But it was the beginning of the road to reform. So we are
back at square one in both of those cases.

But what Max’s organization will talk about Wednesday is prob-
ably going to be a good opening salvo and a new start to that com-
prehensive reform.

Chairman CARPER. OK.

Mr. SHEA. But if I can talk about Tom’s point, contract data and
the lack of the quality in it as reported on USASpending.gov or
elsewhere, at the Federal Procurement Data System (FPDS), name
it, would provide much greater transparency. When we were imple-
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menting USASpending, we got assurances from the procurement
community that all the data they were going to provide was com-
pletely pristine, and experience shows that not to have been the
case.

A little investment there will go a long way to improving the
quality of that data and getting the results that transparency is in-
tended to produce.

Chairman CARPER. Thank you. Mr. Lee.

Mr. LEE. Well, I think I am similarly in agreement with the peo-
ple on this panel. To highlight two things in particular, I think that
Dr. Metzenbaum’s and Mr. Stier’s points about civil service reform
are completely correct. From Sunlight’s perspective, we mostly look
at these issues as they relate to the government’s use of tech-
nology. We have been very pleased, for instance, to have a number
of former colleagues become Presidential Innovation Fellows.

But it is absolutely true that that program and most of the other
most innovative programs that bring people with technical skills
into government have to be done, at the moment, through unusual
hiring vehicles that step outside of the normal processes for bring-
ing people in because it is simply too onerous to get high quality
technical talent.

This applies not only to the Presidential Innovation Fellowship
program, but also the 18F initiative at GSA, and any number of
other attempts to bring up-to-date technical skills into government.
It is essentially impossible given the formal hiring processes.

To speak a little bit, also, to Dr. Metzenbaum’s point about the
need for the usefulness reports, we agree completely, and that is
one of the reasons why we feel that the data quality in
USASpending.gov is such an urgent issue. I did not focus on it in
my remarks today, but Sunlight has performed, for several years
now, a data quality analysis comparing the totals in the Catalog
of Federal Domestic Assistance—they are listed by yearly obliga-
tions per program—with the rolled up totals from the award and
assistance side of USASpending.

The numbers are off by as much as a trillion dollars every year,
and this excludes all contracts. In short, the data in USASpending
is unusably bad for any serious analysis. And this data is what is
powering GAO reports. It is what powered, until its discontinu-
ation, the Consolidated Federal Fund report, which Congress relied
upon for making decisions about which parts of the government to
sustain or not.

So until an effort is made to correct the data there, of course it
is true that the reports will not be useful and will be wasteful. We
are optimistic, though, that potential exists for correcting that
problem. In particular the DATA Act, we feel, represents a mean-
ingful effort toward that end.

To your point, Mr. Chairman, about trying to work in harmony
with OMB and other portions of the Administration as much as
possible, that is certainly wise, but we have been dismayed to see
OMB’s efforts, in particular, to alter the DATA Act and substan-
tially weaken it. So I think that it will be necessary——

Chairman CARPER. How do you explain their views on the DATA
Act? If somebody is watching this hearing on television and has no
idea what the DATA Act is, just explain it in a couple sentences.
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Mr. LEE. Sure.

Chairman CARPER. Just for somebody who has never thought
about the DATA Act could actually say, Oh, I get it.

Mr. LEE. So the systems that power USASpending are exposed
to the public through the Federal Funding, Accountability, and
Transparency Act. But as I mentioned, that has led to serious data
quality problems. The DATA Act tries to move responsibility for
those systems to Treasury, in part, and to establish oversight bod-
ies that will create a more uniform reporting process and be able
to impose greater levels of quality.

I believe that the current state of the Act is maybe up in the air
a little bit, but Sunlight is optimistic that in its strongest form, cre-
ating an independent body and moving the oversight of the
USASpending system to Treasury, which, of course, maintains
other substantial financial oversight systems, could result in use-
ful, analyzable public spending data.

Chairman CARPER. OK. Something we talked about, hiring folks,
whether they happen to be Cabinet Secretaries or Deputy Secre-
taries, Under Secretaries, thanks to the efforts of Senator Alex-
ander and Senator Schumer, we no longer require quite as many
Presidential nominees or appointees to be confirmed. Did we make
enough progress? No, I do not think so. Did we make some
progress? Yes, we did. My hope is we will come back in a year or
so and do more of that.

I do not care whether George W. Bush was the President or
Barack Obama is the President, in the last decade we have seen,
in both Administrations, Executive Branch Swiss cheese. We make
it too hard for folks who have been nominated to get a fair hearing
and up or down vote, and it was that way when George W. Bush
was President and it certainly has been that way in this Adminis-
tration. I think it is even worse in this Administration.

It has led to the change in the rules, which have not been well-
received, but at the end of the day, some day Democrats, we are
going to be in the Minority. We will have a Republican President,
and we have to figure out how to work together to get things done,
regardless of who is in the Majority and in the White House.

I am not going to ask you for political advice, but every entity
I have ever been a part of, whether it was in State government,
in the Navy, here in the Federal Government—my wife is a career
employee with DuPont, a big company, and I have watched her
being involved with schools, colleges, and universities, and the key
for almost all of them to succeed is leadership.

It is almost always the key. If you have strong leadership—lead
a company, a school, a college, university, or an agency, I will show
you an agency or a school or an entity that is on its way to being
more effective in everything that they do. We just make it too hard.

We were having a hearing with our Subcommittee, Federal Fi-
nancial Management Subcommittee. We are going through the
GAO high risk list and one of the issues that we focused on was
the cost of a weapon system with overrun for a major weapon sys-
tem. I think the cost has gone from $200 billion per year to about
$400 billion per year.

So we held a hearing on it. We had the person in the Air Force,
the No. 2 person for acquisition in the Air Force, and we said: Talk
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to us about how long you have been in your job, what kind of turn-
over you got from your predecessor. And this is in the Bush Admin-
istration, George W. Bush. He said, my position had been vacant
for 18 months before I got there. There had been an acting person
in place, but not a Senate-confirmed person.

And T said, Well, what kind of turnover do you get in personnel.
He said, My predecessor was gone. And I said, Tell me about your
direct reports. And he said, There are six direct reports, but only
two are filled. That was in George W. Bush’s Administration.

Go about 3 or 4 years forward, a new Administration, and the
person who was before us, before our Committee, same job, new
Administration, what kind of turnover do you get? Well, my job had
been vacant for 18 months and we had an acting person in place.

I mean, no wonder we have this huge weapon system cost over-
run. And we had Jane Holl Lute, who was Deputy Secretary of
Homeland Security, very able person, she said to us when she and
Janet Napolitano took over the leadership of that agency, she said
she called Gene Dodaro who runs GAO, said, Gene, I am going to
come and sit on your doorstep and meet with you and go through
your high risk list until we have addressed the things you say need
to be fixed. She said, We want to get off your high risk list.

And lo and behold, they did, especially with respect to—not just
auditable, but gaining an unqualified audit. That is something we
earn every year. I think they are determined with the new leader-
ship of Jeh Johnson and Alejandro Mayorkas. They are determined
to learn again what lessons are there for other Deputy Secretaries
or Secretaries, out of that experience with Homeland Security, try-
ing to get off the high risk list and actually succeeding, particularly
with respect to DOD, which basically has been on the high risk list
forever, and especially for Federal lack of appropriate financial
management.

They deny that they have improper payments. They are not even
auditable. I think the Marines are trying to get close, but it is just
a very slow process. Give us some advice on how a huge agency
when they asked Willy Sutton, they said, Why do you rob banks?
He said, that is where the money is. Well, that is where the money
is. So give us some advice on DOD in this regard, please.

Mr. STIER. I think you said it already, which is that the vacan-
cies are a killer. You are not going to see substantial change in any
organization when you do not have long-term leadership that can
be held accountable for the changes that need to take place. There
are a lot of things that could be changed with respect to the ap-
pointments process, such as reducing the number of people that are
going through the pipe.

Our number one recommendation would be around the manage-
ment positions. For example, at DHS you have an Under Secretary
for Management, and I think Rafael Borras did a terrific job and
is responsible for some amazing things. On the bright spot piece,
it is so important to find things that work, but that is not hap-
pening.

DHS has, to my knowledge, the only integrated management
platform that includes data on all management issues across the
department, and Rafael Borras put it together. It is fabulous.
Every other agency that I know of in government looks at it and
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says that they would like the same thing. We need to see that
brought up and repeated across government.

At DOD, there are no leaders around long enough to be able to
pay attention to these management issues over time, even though
the challenges are bigger and more complex. DOD needs another
Deputy who is a career employee focused on management issues or
a term appointment Deputy with a performance contract.

I think you are always going to be behind the eight ball if you
do not have people in place for the necessary time to focus on the
change efforts that require years to push through. They have to be
at a senior level enough that they can maintain that continuous
pressure over time.

You should not need Senate confirmation for those positions. You
have ample opportunity to control the organization through policy
or the senior leadership, the Secretaries. To have an infrastructure
that could, from Administration to Administration, keep senior
leaders eye on the ball on the mission support issues would be a
fundamentally valuable and important change.

GAO is a great example. One of the key reasons why I think it
is a phenomenally well-managed organization is the leader of that
organization has a 15-year term. When you have that kind of time-
frame, they own the organization. Right now, political appointees
are primarily rewarded for crisis management and policy develop-
ment, not for the long-term health of their organization. They are
gone before anyone can hold them accountable.

My primary point of advice then, is to see that not only at DOD,
but across government, senior management positions are made up
of career employees on performance contracts.

The only resistance you ever hear on this is, will they be part
of the senior team? Will they be at the table when critical decisions
are made? There is a legitimate question to be asked along those
lines. There are tradeoffs here, but the present system is clearly
not working. I believe we should be open to approaching this an-
other way.

Chairman CARPER. Well, actually, there has not been just a
vapor, I think an effort to create chief management officer, if you
will, within the Department of Defense.

Mr. STIER. Right.

Chairman CARPER. A Deputy Secretary or Under Secretary.

Mr. SHEA. There is that position today.

Chairman CARPER. But I seem to recall, when we tried to do
something legislatively, it was opposed by the Department of De-
fense. I think Gordon England said that he wanted to be—as a
Deputy Secretary, he should be dual-hatted to be the Deputy Sec-
retary and also to be, if you will, the Secretary—Deputy Secretary
for Management.

Mr. STIER. Yes, that is correct. He did oppose it. The problem
there however, is that you do not want good management to be de-
pendent on the person. Gordon England was someone who fun-
damentally cared about management issues. He was very good at
that, but that is not always the norm. I think you need a system
in place that deals with the variety of personalities that come into
the agency.
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By and large, the people selected on the political side are not
going to be focused on management. They are going to be pulled
and drawn into the politics and the policy. Management is going
to lose out. There may be a person in place, but they are not at
a senior enough level to drive the management focus necessary to
run the agency effectively.

Chairman CARPER. If you look at a couple of positions in the Fed-
eral Government, one is the Director of the Census and we have
gone to a situation so that the Census Director is appointed for a
period of 5 years, and I think the Commissioner of IRS is a similar
kind of situation.

Mr. STIER. We need more of that.
hChairman CARPER. All right. Find out what works, do more of
that.

Ms. METZENBAUM. I would argue, though, we should not do one-
size-fits-all. We need to recognize that we want a combination of
political and career leaders. So if you think about a Rafael Borras
at DHS or David Kappos at the Patent and Trade organization, you
have had some phenomenal managers who have come in through
the political process and you want to allow that kind of leadership
turnover to get fresh ideas and new skills informed by experience
in other places.

You want that kind of infusion of new ideas, new energy, that
kind of leadership. At the same time, one of the challenges is get-
ting the Senior Executive Service to step up to the plate and real-
ize they are the Senior Executive Service and that they have au-
thority. They are the senior career officials, and especially when
there are vacancies, they should be leading. They can be leading,
using clear goals, frequent measurement, and frequent data rich
reviews.

I will go back to where Robert was: kinds of leaders that need
to come both from the political and the executive career leadership,
ideally in partnership with Congress. He mentioned the security
clearance process, which got Robert intense oversight on a regular
basis, really driving change. There are huge opportunities for gains
if this happens.

You cannot do it in every area, but pick a few areas. There will
be some give and take, but if Congress and the Administration, re-
gardless of party, work together and political appointees and career
executives use goals, use measurement, use data on a regular basis
and are transparent about it, you can get some real improvement.

Chairman CARPER. All right. Mr. Shea.

Mr. SHEA. Yes, sir. The meeting that I discussed that the Na-
tional Academy of Public Administration will host, will involve
OMB, GAO, and agency leadership responsible for each of those
high risk areas, and it will help agencies understand the factors
GAO uses to judge what is on the list and what comes off the list.

It is not hard. I mean, they are difficult issues, but the basic in-
gredients are there: Clear leadership focus, a plan that has been
implemented to some degree and you can see evidence of the im-
pact of the implementation of those actions.

OMB and GAO have an unheralded, but multi-Administration
process whereby they meet regularly and assess progress on these
plans to remediate high risk areas. What GAO hopes will happen
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in the near future is a reinvigoration of that process. So you can

nudge some areas that have not really made sufficient progress for-

ward a little bit faster.

Chairman CARPER. I remember when Leon Panetta was nomi-
nated to be Secretary of Defense. He and I were colleagues together
in the House and I have a huge admiration for him. And he came
by to chat with me, actually, a week or so after he had been con-
firmed. And we talked about GAO, we talked about the high risk
list, and he knew what I was talking about. But we focused on Fed-
eral financial management within DOD.

I do not know that he had given it much thought. My guess is
when the President interviewed him about doing this job, my guess
is they did not talk at all about improper payments and how to get
off that GAO high risk list. But he and I talked about it that day.
And he went back to the Pentagon and said, We are going to get
serious about this.

And he has been succeeded by Chuck Hagel, another one of our
colleagues here, again, whom I have huge respect for, and we had
a similar kind of conversation. He has made it clear that these and
all the other things that he is expected to do, fight wars and put
down insurrections and support our allies, that the Department of
Defense is going to become a better financial steward, better fiscal
steward of their operation.

. And it looks like the Marines are actually leading the way. We
ave
Mr. SHEA. As their proud auditor, we are side by side trying to

get them there.

Chairman CARPER. That is great, that is good. It is an all-hands-
on-deck moment. In the Navy, we used to say, for things that are
really hard to do, it is like turning an aircraft carrier. You have
the people on the bridge that are trying to figure out which way
to turn the carrier. And then you have the folks in the engine
room. You have to have the whole team to be able to change the
course of an aircraft carrier.

For the Department of Defense, these areas, financial manage-
ment, it is turning an aircraft carrier. If we all do it together, we
could actually get it done. One of the things I think we are going
to do—Dr. Coburn and I have talked a little bit about this and our
staffs—and that is to have a hearing—it would be a hearing where
we have Army, Navy, Air Force, Marines, and maybe the Coast
Guard. Why the Coast Guard? Well, they have actually done this.

And what I am interested in doing is engendering a little bit of
friendly inter-service rivalry. Say, Well, if the Coast Guard could
do this, and the Marines are making real progress, how about the
three of you? The Navy, how about the Army, how about the Air
Force? So we are going to try that as well.

When we have witnesses and we are doing oversight hearings,
sometimes I will say to them at the end, What advice would you
have for us in the Legislative Branch on this Committee, what
should we be doing to support your initiatives, some of the kind of
issues we are talking about here today? And oftentimes they say
more oversight or they will say, put a spotlight not just on what
is done poorly or ineffectively, but just as importantly, what is
being done well.
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I have never held “gotcha” hearings. I do not like a “gotcha”
hearing. That is not the kind of way I think we should govern. Al-
though every now and then, we want to get some people. But I
think sometimes we overlook the fact that we need to put a spot-
light on the behavior and positively enforce that. Mr. Lee, do you
want to say anything on this front, please?

Mr. LEE. Sure. Just briefly. To the extent that these issues do
produce leadership vacuums, I think it is important to recognize
that responsibility often then flows to vendors who are left to im-
plement policy and planning. And I think that it would be useful
to have additional attention paid to this particular problem
through whatever means are available.

Some that particularly occur to me are avoiding vendor lock-in,
however possible. That is often something——

Chairman CARPER. What do you mean by vendor lock-in? Just
take a minute and describe it.

Mr. LEE. Sure. The use of a proprietary technology may make it
more difficult to switch to a different vendor in the future. It may
not be technology, in fact. It could be any number of aspects of how
the project is undertaken. By not factoring in those costs during
the initial planning process, it is easier to bring things under budg-
et that could ultimately be much more expensive and lead to cycles
of dependency with a sub-par contractor solution that need to be
avoided.

I would say that the use of open technologies is one way of ad-
dressing that problem, at least for IT spending. And secondarily, or
perhaps more importantly, though, I would say that attention to
the procurement system more broadly and the procurement officer
workforce is important. I think it is well-known that that workforce
is aging and not being replaced at an adequate rate, in part be-
cause the complexity of the Federal Acquisition Regulation (FAR)
makes it very difficult to bring new people in. It is exacerbated fur-
ther by revolving door problems that are endemic to this kind of
work, particularly at agencies that do a lot of procurement. We
would welcome more attention to any of these issues.

Chairman CARPER. We have had people before our Committee
talk about the aging of the Federal workforce, and I forget what
the percentages are, but however high a percentage of Federal pub-
lic service, civil service, that are within 5 years of retirement age.

Mr. SHEA. About 30 percent by 2016 will be eligible to retire.

Chairman CARPER. They will not all retire, but a lot of them will,
and I like to say—this is Albert Einstein speaking through me—
in adversity lies opportunity. And there is certainly adversity here,
but there is actually great opportunity to bring in some of the new
talent, the fresh talent that I think, Dr. Metzenbaum, you and oth-
ers have been talking about here. Go ahead, please.

Ms. METZENBAUM. I was just going to say, in the Employee View-
point Survey, actually 25 percent of Federal employees have actu-
ally indicated their intent to retire. Happily, Congress passed the
phased retirement law, which creates a great opportunity, espe-
cially if you pair the phased retirement program with internship
programs, because there is a requirement for mentoring.

If agencies start to manage this much more intentionally, there
is a huge opportunity right now to maintain institutional knowl-
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edge and institutional memory, but bring in new ways of thinking
and new, fresh talents. So I am very hopeful that Congress will ask
agencies about their use of phased retirement to make sure they
are paying serious attention to this opportunity.

Chairman CARPER. All right. Thank you. Can we talk about stra-
tegic sourcing for a little bit? I do not know if that is something
you all have focused on. I do not think it has been mentioned here.
If it was, I missed it. We have covered a lot of ground. Gene
Dodaro, Beth Cobert, and Dan Tangherlini were here, as I said ear-
lier, just, gosh, within weeks. And we talked a fair amount about
strategic sourcing.

The example sometimes we use is, rather than every Federal
agency go out and buying their toilet paper on their own, or their
computers on their own, why do we not figure out what we can buy
together. It is not just hardware or software, but other things as
well. Talk to us about strategic sourcing. Where are you seeing it
done well outside the government, or maybe inside the government,
and what are some lessons we can take from outside of the Federal
Government or, literally, from within our own ranks? What is
being done smartly? Please.

Mr. SHEA. Well, I think clearly the General Services Administra-
tion is leading the way on strategic sourcing. They are the ones
that have the greatest insight into the way the government overall
is procuring goods and services. I would also suggest that the Ad-
ministration’s effort to move agency financial systems to shared
service is a little strategic sourcing of a different color. I think it
also shows enormous promise.

Chairman CARPER. Talk some more about that, please. Just drill
down on that.

Mr. SHEA. So the Administration has suggested that before an
agency procures a new financial system, it will have to consider mi-
grating that to an existing agency which offers the same services
to other agencies, so that there is not duplication of financial sys-
tem procurements. And it promises to not only——

Chairman CARPER. Give us an example of that you might be
aware of.

Mr. SHEA. So right now, the Department of Housing and Urban
Development is in need of a new financial system. This includes
the system for monitoring the finances of the agency, preparing it
for audit, any number of financial activities. And before it will pur-
chase a new system and implement a new large financial informa-
tion technology system, it will need to strongly consider, and likely
migrate, to another agency, say the Department of Treasury, which
already provides financial system services to other agencies.

They have implemented the system before, they have customers,
they are responding to other agency customers, and that is a way
to ensure a successful implementation at a lower cost. Your overlap
in duplication work is instructive here. So you have documented
the enormous overlap in duplication in government programs, not
all necessarily bad, but it is something to pay attention to.

Imagine all those entities procuring financial systems or services
or procuring pencils or procuring the really excellent consulting
services of Grant Thorton.

Chairman CARPER. I have heard about them.
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Mr. SHEA. All of this overlap in duplication is multiplied expo-
nentially when you are buying goods and services. So you cannot
push hard enough on reducing the amount in this way.

Ms. METZENBAUM. I want to speak to three opportunities related
to strategic sourcing. First, it is great that the Administration has
a priority goal on strategic sourcing and is committed to expanding
it. I know the Department of Commerce in the first term made
enormous progress in this area, just around computer purchases.

Chairman CARPER. Why do you think that happened?

Ms. METZENBAUM. Leaders at Commerce first asked the ques-
tion, “How many of these similar things are we buying?” They then
looked at how many similar things they were buying and the dif-
ferent prices they were paying, even within one department. Com-
merce saw real opportunity for savings and, in fact, so did a vendor
who, it is my understanding, came and offered a better price, even
before Commerce could complete its analysis.

And so, with commodity purchases, the things that every agency
is buying, it makes sense to look at the pricing and to ask, “What
is our opportunity, both to compare prices, but also to get scale dis-
counts from the vendors themselves?” There is huge opportunity
here and it is excellent to see the Administration pushing in that
direction.

I want to pick up on what Robert said about shared services,
where one part of the Federal Government sells services to an-
other. The Administration has a benchmarking priority goal where,
it is going to compare costs and quality so that government agen-
cies have a basis for choosing from whom to buy. If you can pick
the best at providing, for example, payroll services and things like
that.

This is a huge opportunity, incredibly important. I know Dan
Tangherlini is one of the goal leaders for this priority goal. I am
very optimistic about seeing significant progress in this area.

I do want to raise the third area. People are not commodities, so
you do not want to strategic source commodities, but it would be
great if Congress gave legislative authority for the Federal Govern-
ment to recruit across agencies. Imagine how that would help in
areas such as cybersecurity, as Max said.

There are lots of various economists, et cetera, where, why
should you expect every agency to get expertise in figuring out the
best schools providing the experts in those areas, or the best way
to recruit. Why not allow some specialization and then let one
agency do all the recruitment, hiring.

If an agency gets 50 great people and only needs ten, why not
let the other agencies hire the other 40? I would urge Congres-
sional action in this area. Even though this proposal does not score,
it would actually be a great saver to agencies.

Chairman CARPER. Yes, sir.

Mr. STIER. I think as everyone has said, Beth and Dan are doing
a great job on this issue. There is a lot of opportunity there. You
asked about the Department of Commerce. It comes back to your
point about leadership. Becky Blank and Scott Quehl, then the Act-
ing Deputy Secretary and the Assistant Secretary for Management,
were terrific. They saved hundreds of millions of dollars by getting
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ahead on this issue. It was because they had leaders that under-
stood the possibilities.

That opportunity is there and I think you have some terrific peo-
ple who will push on that. I will point out, that there is a common
theme in this and in shared services which is treating the govern-
ment as a single enterprise. We have done a report on that that
I would like to submit for the record.!

I think there is enormous opportunity, whether it is on the talent
issues or on the purchasing of goods or on shared services. Imag-
ining the government as an integrated enterprise offers fabulous
opportunities for greater efficiency and effectiveness, not only in
terms of mission support, but also on mission delivery activities. I
think we have a lot of opportunities if we pursue that.

I know you are interested in customer service issues. I think one
important thing to marry to these efforts is a real focus on creating
customer service within government. We think about the govern-
ment providing important services to the public, which it does, but
it also provides services to internal customers, both in mission sup-
port and mission delivery.

There are some really interesting things that have been done at
the Department of Health and Human Services (HHS) by Ned Hol-
land, as well as Josh Gotbaum at the Pension Benefit Guaranty
Corporation, to really measure and make transparent intergovern-
mental customer service. I hope this Committee can eventually look
at ways to encourage government to view itself as responsible to
the internal customer because I think that would truly transform
the way government works.

If you want government to act as an enterprise, you will run up
against that sense of removal from the customer. So building that
in at the front end would be very important.

Chairman CARPER. All right. Thanks. Mr. Lee.

Mr. LEE. I would just add that from the shared services perspec-
tive, we think that there is tremendous opportunity there. There
are, of course, sometimes tradeoffs to centralization and having a
single solution for a wide variety of users, but there is the oppor-
tunity, as has been pointed out, for specialization and expertise to
be developed.

One example that comes to mind in our work is Regulations.gov,
which is a system that is used voluntarily by agencies. Not all of
them participate. My understanding is this is, in part, because of
a funding dynamic whereby the cost of maintaining separate sys-
tems is lower than an individual agency’s contribution would be,
even though that contribution, if they participated, would lower the
overall system costs and cost taxpayers less money.

So there is a need for some sort of centralizing effort to look at
these problems, and the incentives that are facing individual agen-
cies and think through how we might be able to operate more effi-
ciently.

And I would just add that we are cheered. I have already men-
tioned the 18F initiative at GSA, but I think that is emblematic of
}he kind of approach to shared services we would like to see in the
uture.

1The report referenced by Mr. Stier appears in the Appendix on page 185.
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Chairman CARPER. OK. I want to talk a little bit about work-
force. We have been talking around it and sometimes directly to it,
but let us come at it more directly, if we could. The folks on our
staffs have heard me say this probably more than they want to re-
member, but I love to recount listening to the National Public
Radio (NPR) on my way to the train station in Delaware. I go home
most nights.

On my way to catch the train, I usually listen to NPR, News at
the Top of the Hour. It is around 7. And about a year ago they
talked about an international study that was done asking the ques-
tion of thousands of people, What do you like about your work?
What is it that you like about your work? What brings you satisfac-
tion?

And some people liked getting paid. Some people liked benefits.
Some people liked pensions, vacations, or sick time, health care.
Some people liked the folks they worked with. Some people liked
the environment in which they worked. But the thing that most
people identified as the thing they liked about their work is they
felt that what they were doing was important and they were mak-
ing progress.

Again, what they were doing was important and they felt they
were making progress. The work that we do here for the American
people is hugely important. And we do make some pretty good
progress from time to time. But we can always do better.

But in thinking about employee morale, intuitively I think, Well,
if I were working for somebody, I would like to know they are going
to be around as my leader for not just a couple of weeks or a couple
of months, but we are not going to have a revolving door, I will get
somebody new and we will have an acting instead of confirmed, an-
other acting for a year or more.

But it would be nice to have some continuity in leadership. We
talked a little bit about that. Actually, if I were a rank-and-file
Federal employee, I would like not to be called a nameless, faceless
bureaucrat on an ongoing basis, and maybe not made fun of, but
to be derogatory, I think, in the way that we think of most Federal
employees that are hard-working, dedicated people and we do not
give them that kind of respect. Sometimes people just want to
know that they are valued and we need to do a better job of that.

I think it might have been you, Mr. Stier, but I think you may
have noted in your testimony the partnership’s recent rankings of
best places to work in the Federal Government. Is that what you
call it, best places to work in the Federal Government?

Mr. STIER. Yes.

Chairman CARPER. Nearly a quarter of Federal organizations im-
proved their scores despite challenges such as furloughs, pay
freezes, and anti-government rhetoric, some of which I just alluded
to. What do you think has been some of the key factors that have
enabled these agencies to improve morale even in difficult times?
That is a two-part question. What are some of the key factors that
enable these agencies to improve morale even in difficult times?

And second, I am going to ask you, and the other witnesses, once
he has responded, if you all would react to what he has to say and
correct him or add to what he said. Take it away, please, Mr. Stier.



147

Mr. StTiER. Thank you and I look forward to the amendments.
The most important differential is that the agency leadership cared
and demonstrated that by focusing on the issue of employee en-
gagement. You see that in the agencies

Chairman CARPER. Focusing on the issue?

Mr. STIER. Employee engagement. I alluded to the fact that when
Secretary LaHood got to the Department of Transportation, it was
the bottom ranked agency. He thought that the agency could do
better and he focused on trying to improve engagement by listening
to his workforce. They did a lot of great things. There is a website
they created called IdeaHub where they brought in ideas from em-
ployees and had the employees vote on those ideas.

What really mattered was that Secretary LaHood said that en-
gagement is important. He acted as if it was important. The most
critical thing that he did was to require the performance plans of
the agency’s senior career and political people, to include an ele-
ment in their performance evaluation focused on employee engage-
ment.

That is something that the committee could require and drive
here from Congress to get real focus on this issue. What is attrac-
tive about engagement is that there are many different kinds of ac-
tions that could be undertaken to improve. What matters is that
it is viewed as being important, and there is a way of dem-
onstrating to leadership that this is something the Secretary cares
about. This is how you will be evaluated. That is true both on the
political and career side.

It is learning from their colleagues. There are a number of agen-
cies that have done amazing things. For example, Shelley men-
tioned Dave Kappos, the head of the Patent and Trademark Office
(PTO). They went from 177 out of 240 in our rankings in 2007, to
this past year when they were No. 1 amongst 300 subcomponents
in government.

Most importantly, they saw incredible improvement in their out-
comes for the public at the same time. They had a drop of 20 per-
cent in the patent backlog and improvements in quality of the pat-
ent application reviews. Dave Kappos, who is now on the Partner-
?hip’s Board would say that he unlocked the potential of the work-
orce.

What did he do? He invited the labor unions in, and had real
conversations about actually engaging them, even though there
was a highly contentious relationship before his arrival. The head
of the Patent Examiners Union cried when he left. He also focused
on the SES, a point that Shelley made, as well. That is the career
leadership that is going to be there amidst all the turnover. He
built a cadre at PTO that was focused on the whole organization
and invested in them.

I think it would be terrific if this Committee brought in Dave
Kappos and Charlie Bolden from NASA and heard from those
agencies that did substantial impressive things, and then bring in
DHS leadership and leaders from other agencies to have that con-
versation, because there is a lot to be learned across government
that would be highly impactful.

The Homeland Security Committee in the House has had hear-
ings every year in the last 4 years around employee morale at
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DHS, and I believe that has had impact. The leadership has paid
attention because you pay attention. If you pay attention for exam-
ple, by requiring agencies to build employee engagement into their
senior leadership evaluation process, that would have a huge im-
pact.

Chairman CARPER. Good. Thank you. Others, please. You want
to react or respond to anything that Max has said? Again, work-
force morale.

Ms. METZENBAUM. I think there is huge opportunity here. During
the first term of the Administration, I know we put a lot of effort
when I was in government to getting the employee viewpoint sur-
vey data to make it possible for the agencies to slice and dice, to
gain insights that would help them improve. The survey is now not
being run just once every 2 years, but every year.

And as Max points out, getting the data back to the agencies
sooner in a format that they can actually analyze by sub-unit, by
organizational unit. So I think asking the Office of Personnel Man-
agement how they are going to try and help and support this,
building this as a tool for the Federal Government and for the lead-
ership makes a huge difference.

It would be great for Congress to look at the data and ask ques-
tions, in a constructive way, possibly even benchmarking across
similar kinds of organizations. So some organizations in the Fed-
eral Government for example are production operations, and it
would use the data in a very different way than those that are pol-
icy shops, things like that.

But there is huge opportunity here and if Congress looks espe-
cially where there are problems as Max is suggesting, where there
is progress in benchmarked and similar types of organizations. And
then, asking those who are not making the progress, “What is your
next step here?”

Chairman CARPER. All right. Mr. Lee.

Mr. LEE. I am not sure I can speak to the issues as comprehen-
sively as my fellow witnesses, but I can offer the perspective of
someone who has watched a lot of talented people, and particularly
talented young people, turn away from government service because
of the challenges that it represents. This is a particular problem in
the technology industry, as you might imagine, where the work-
force is still tilted toward a younger demographic composition.

But as an advisor to teams from organizations like Code for
America, which puts young people in municipal government for a
year doing technological work. I have seen this first-hand. I would
say that there are two factors that are worth emphasizing beyond
the broader point that you have made, Mr. Chairman, about the
need to feel you are making progress in a job and the difficulty of
doing that when you move from an industry where it is not un-
usual to hold a job for just 1 or 2 years to an environment that can
be a little bit slower moving.

Two problems I would identify though: compensation is typically
tilted heavily toward people who are further along in their careers
and emphasizes credentials, to a substantial extent, particularly
technological credentials.

This is especially a glaring problem when it comes to open source
technologies or other competitors where there just is not any
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credentialing body. You have to look at the person’s body of work.
You cannot go get a certificate from Oracle for tens of thousands
of dollars.

And then I would say, frankly, another issue is the difficulty of
making changes when there is a problem with the personnel in an
agency. Obviously, there are countervailing considerations to this,
but that certainly has been my experience, that a lot of people are
dissuaded by negative circumstances they encounter where that is
an exacerbating factor.

Chairman CARPER. OK. Mr. Shea.

Mr. SHEA. Yes, sir. I do not have much to add either, but it has
never stopped me before. The——

Chairman CARPER. Actually, sometime I find repetition is good.
It actually is.

Mr. SHEA. Well, I think your point about language cannot be un-
derstated. I have been really disappointed about the conversation
we have had around the Federal workforce over the last several
years. We tried to change it in the Bush Administration with no
success whatsoever. But the policies and conversation we have had
around the workforce has been really damaging, and you can see
that in the decline overall in the engagement scores.

And what is important to recognize is that this high engagement,
as Max shows, produces better results at little or no cost. You can
get a lot more out of employees. They are willing to put up with
a lot of crap for the importance of the missions they are serving,
if leadership will focus just a little bit on keeping them engaged
and motivated. So it is a low-cost investment to make and a higher
performing government overall.

Chairman CARPER. I have known people who have said that in
order for them to get something done that they really want to see
accomplished, what they like to do is convince other people that it
was their idea. And I find that when I am trying to get something
done, what I like to do is to maybe not convince other people that
i::1 is their idea, but to certainly feel that they own a piece of that
idea.

Mr. SHEA. That is a great idea, Senator.

Chairman CARPER. I think that is a little about what you are
talking about here with employees. I have a question for all the
witnesses, and then I think I am going to ask Senator Coburn’s
staff to come and take his seat and they can just ask whatever
questions they want, because he is apparently hung up on the floor.
If you all have any questions you want me to ask for him, I would
be happy to do that, by the way. He is certainly free to offer ques-
tions for the record, and I know he will.

But for all of our witnesses, if I could, Mr. Lee, urge that we
make agency spending data more, I think the term you used, was
granular, maybe more uniform and complete in order to achieve
greater transparency. But if legislation goes too far or is too pre-
scriptive, that effort may impose too much cost and divert too many
resources and attention from achieving the mission release. That
concern has been raised. How do you suggest that we get the right
balance in this regard?

Mr. LEE. It certainly is a concern and I think that you can take
granular reporting. Sub-recipient reporting for Federal spending
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data is an example too far. It is not possible to track every cent
the government spends throughout the entire economy. However, I
will say that, we have an existing disclosure burden that has been
in place for decades, but is not working at all. A necessary first
step will be to get that particular house in order.

As we conducted our data quality analyses at Sunlight, we were
really pleased to see the thoroughness with which many agencies
dealt with this spending system. They would, for instance at HHS,
upload their data and then re-download it to check it. And, in fact,
they found that the process of uploading it had somehow messed
it up and it was no longer accurate and so they had to go and do
it again.

And this was for a system that was completely parallel to their
internal system of checks for managing their accounts and the flow
of funds. I think that the reason why this information has not been
given the priority it deserves is because it is seen as completely
parallel and incidental to how agencies and the Administration
manage their own business. It is seen as something that is only
used by the public and Congress, which we feel strongly are impor-
tant users that should be getting accurate information.

So that is one of the reasons why Sunlight was excited about
moving responsibility for managing this data to Treasury, where a
lot of the real but hidden systems reside, in the hopes that these
two streams of reporting could be harmonized and ultimately the
burden reduced. We are optimistic that technology and the reduc-
tion of duplicative systems can help ease the disclosure burden,
even as we recognize that it is important that we make an invest-
ment in transparency and oversight.

Chairman CARPER. Again, this one is open to each of our wit-
nesses. If you would like to comment, Mr. Shea?

Mr. SHEA. Yes. When we were first negotiating the Federal
Funding, Accountability, and Transparency Act with the Com-
mittee, the knee-jerk reaction from the Executive Branch was that
the requirements being discussed were too burdensome and un-
implementable. Maybe we have proven that true.

But, in fact, once the bill was enacted, it became clear that all
of the data required by the law was already being collected in some
form. And it looks as though, from the Taxpayers Right-To-Know
Act, most of those data elements are being collected in some form
by agencies and programs today.

So I think you can assure yourself, with some additional lan-
guage, that agencies, when they are confronted with this new re-
quirement, that they first make sure that the data is not already
being collected and reported somewhere before they establish a new
mechanism for producing that data.

Chairman CARPER. OK. Thank you. Dr. Metzenbaum.

Ms. METZENBAUM. I am wholly supportive of the idea of the tax-
payers’ right to know about what we are spending our money on,
what the Federal Government spends its money on, and what it is
accomplishing. I think the challenge is, before adding new data re-
porting requirements, really thinking about the questions you want
to answer.

I have some concerns about certain aspects of the proposed legis-
lation. I have fears that it will exacerbate the silos and duplication
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issues because if you focus on the program as the primary unit for
reporting rather than outcomes, then it encourages everybody to
want to protect their program turf.

So I can think of situations, for example, around clean water.
What is the program? Is it the Clean Water program at the Envi-
ronmental Protection Agency (EPA)? Is it the Clean Water program
in Delaware, which is a program that is supported by Federal
money. Is it the Surface Water program, the Drinking Water pro-
gramz) or is it the rule-writing, the inspection, the enforcement pro-
gram?

And what you really want is it to be about cleaner water. And
if you tie all of this to outcomes, it is good to know which programs
are managing and supporting each outcome objective. I would be
very cautious about adding new reporting requirements before
making sure that the data will be useful to people making deci-
sions and that people running each program are not going to say,
“Wait a minute, I want to make sure I have my dollars for my per-
mit program,” when, in fact, you might want to shift it to the en-
forcement program.

So really, not creating a system that reinforces turf and the silos,
but rather focuses on the outcomes. I would urge, in sort of think-
ing about the next steps in terms of how to improve the proposed
language, consulting Bob Kaplan and Michael Porter, two profes-
sors at the Harvard Business School. They are doing some really
interesting work on patient-focused accounting and cost tracking,
and they are finding it is reducing costs and improving cycle times.

I think there may be some lessons for the Federal Government
in what they are doing. So, before taking the next step and adding
a whole new set of reporting requirements, I would be clear about
what you are trying to accomplish with those reporting require-
ments.

One other thing that I think is worth consideration in thinking
about how the specifics of the law should work are the front-line
workers, whether we are talking about case workers, inspectors,
teachers, or policemen. If you look at what happens when these re-
porting requirements trickle down, they often turn a case worker
into a data clerk. Instead, we should be figuring out how to return
data to the data suppliers with value added through analysis that
helps them make better decisions about what kind of treatment or
action they ought to be taking with a person or a student they are
trying to help or a facility that they are trying to get into compli-
ance.

What has worked better in other situations is returning the data
back to frontline worker in a way that helps them answer that
question, “How should they allocate my time for the highest re-
turn.” So as you consider adding data requirements, reporting re-
quirements, please think about the users of the system and make
sure the Federal Government is building systems that inform the
decisions that will actually drive improvements.

Chairman CARPER. Good. That is very timely. Thank you.
Thanks very much. So Max Stier.

Mr. STIER. Thank you. I think these are all great points and I
am really pleased that you are focused on the cost on the govern-
ment side. There is an awful lot of time that is spent by the Fed-
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eral workforce responding to compliance exercises. One would think
that the information may be useful for management; it typically is
not. Often that data becomes simply another report that gets
thrown over the wall which no one is looking at.

One thought I have would be to

Chairman CARPER. Off the wall as opposed to over the wall.

Mr. STIER. Over the wall, exactly. Can we remove some of the
unneeded data collection requirements? There are some 300 reports
that agencies are doing that no one is reading. Can you remove
some of those or create a regular process that will help the Federal
workforce do what you really want them to do, rather than provide
data that no one is actually interested in. Can they instead, spend
the time on things that you do care about.

Combine some effort to replace those compliance exercises with
ones that you really care about. That would be enormously bene-
ficial inside the workforce and for you and for the public.

Chairman CARPER. That is sort of a first cousin to what a fellow
named Cass Sunstein tried to do with respect to regulations, to
make sure we are going back and actually looking at the ones we
have and trying to decide whether or not we still need them all in
their former

Mr. StTIER. Right. It is very important. His effort was still focused
on the outside, not on the inside. No one has ever paid attention
to the overhang that government itself is having to deal with, and
it is enormous, unbelievable stuff that agencies have to do that
adds no value or limited value at great cost.

Chairman CARPER. All right. Thanks. We opened our hearing
today with your statements. Dr. Coburn and I gave an opening
statement, but then we opened with your testimony. And some-
times when we have a diverse panel together and there is not a lot
of consensus, one of the things I do at the end is I say, Where do
you think you agreed.

And as it turns out, there is a lot of agreement here, there is a
lot of consensus here. But I want each of you to give just a short
closing statement, maybe a minute or so, and just to go back and
all that we talked about—we have covered a lot of territory here.
But just something that you would really like to leave right here
on this dias. For God’s sake, if you do not remember anything else,
have nothing else that you follow through on—and hopefully, we
will follow through on a number of these points. I think we are al-
ready on some of them.

Bu‘(c) just give us one terrific take-away, what might be that one
point?

Mr. LEE. I suppose that coming from a transparency organiza-
tion, I should take a moment just to emphasize, particularly since
we have heard some considered and correct thoughts about the dis-
closure burden that the government faces, I need to emphasize the
value of transparency measures.

They need to be done smartly, of course, to make sure that they
are useful. But ultimately, they cannot only find duplicative or
wasteful activity, they can forestall bad behavior or useless behav-
ior in the first place simply by making it known that people from
within government and from outside of government are going to be
paying attention.
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If there is a single thing to stress, I think it is that it is impor-
tant that these systems be open to the light of day and that useful
information that can help us produce a better government be given
to the public.

Chairman CARPER. All right. Thanks. Mr. Shea.

Mr. SHEA. Thanks for the opportunity, Senator. It has been a
great afternoon. I would simply implore you to pick three areas in
which you can agree with the Administration, that deserves your
focus, and relentlessly pursue improvement actions with the agency
responsible for that. That is just a simple point.

Chairman CARPER. I like that one. Thank you. Dr. Metzenbaum.

Ms. METZENBAUM. Thank you, Mr. Chairman. Once again, show-
ing how bipartisan the discussion is on these issues, what Robert
just said is very similar to what I was going to say. I thank this
Committee for giving attention to management matters. They do
not get enough attention and they need more.

And I would urge you to pick a few areas, both in mission-fo-
cused areas, but also mission support areas, just a few where you
work with the Administration to find what is working. Shine a
spotlight on it. Promote speedier adoption of it. And find what is
not working.

Do some root cause analysis to figure out what is going on and
deal with the difficult problems, because Congress working with
the Administration can take on some of the problems that neither
can do as well on their own. I think you would see tremendous
progress.

Chairman CARPER. Good. Thank you. Mr. Stier.

Mr. STIER. If you give me a minute, I can cover three things.
Thank you very much for doing this hearing, and also, again, I
want to end where I started, which is, I think the Administration
is doing important work and they need all the support that they
can get. Working in tandem with you and the rest of the Com-
mittee, a lot can be done and, frankly, needs to be done.

You need to focus on the transition process now before the Presi-
dential campaign season begins. There are things that could be
done that I think would improve all of these things going forward,
because it all begins where it starts and it does not start very well
because of some dysfunctions in the transition process.

Second, we talked about concrete things that can be done to im-
prove employee engagement. It is a real problem and one on which
this Committee could have real impact.

Finally, it is time for civil service reform. The current system
does not meet the needs of today’s world, and certainly not tomor-
row’s. Thank you.

Chairman CARPER. Well, this has been 2 hours well spent and
we are grateful to you for spending them with us and for the prepa-
ration that you have gone through. Probably years of preparation,
actually, in preparing you for this conversation.

I might suspect that we will want to followup with you on a
number of these points. So we thank you for that. I am one of those
people, I really believe that Einstein had it right. In adversity lies
opportunity. People say to me, How are you doing? I have a friend
who says, Compared to what, when they ask him how he is doing.
He says, Compared to what?
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But usually when people say to me, How are you doing, I tell
them I am happy. And they say, How can you be happy? Do you
not work in Washington? Are you a Senator? How can you be
happy there with all that gridlock and back-biting and inability to
get along and so on. But I really believe Einstein is right, in adver-
sity lies opportunity.

And there is plenty of adversity here, but there is also a lot of
opportunity. I think there are people of goodwill on both sides of
the aisle, in the Legislative Branch, the Executive Branch, and in
the private sector that are willing to help us do better.

Everything I do I know I can do better and the same is true of
a lot of problems we are talking about here. So with that in mind,
the hearing record is going to remain open for 15 days. So the 15-
day window closes on April 15 at 5 p.m. for the submission of state-
ments and questions for the record.

I know a number of my colleagues will have some questions, and
if you could respond to those promptly, we would be most grateful.
Again, it is great to be with all you. Thank you for those of you
who have served within this Federal Government of ours in a num-
ber of capacities and those who work very closely in trying to make
our government more and more effective. We are grateful. With
that, this hearing is adjourned. Thanks so much.

[Whereupon, at 4:54 p.m., the hearing was adjourned.]
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As prepared for delivery:

We are here today to conduct the second part of a series of hearings to examine how our
government manages itself and what can be done to increase efficiency and effectiveness.

This hearing follows up on a hearing that the Committee held on March 12 to discuss the
Administration’s management agenda for the remainder of President Obama’s second term. At
that hearing, Beth Cobert from the Office of Management and Budget and Dan Tangherlini from
the General Services Administration discussed the four pillars of the Administration’s approach
to good management: effectiveness and efficiency in government, how to drive economic
growth, and how to recruit and train a talented and dedicated workforce.

Gene Dodaro from the Government Accountability Office also testified and suggested a few
ways in which the Administration and Congress can work together to help to achieve the goals of
the management agenda and save taxpayers some money in the long run.

Qur hearing was a discussion of the challenges facing our government agencies, what the
President wants to fix, and how we here in Congress can be partners in promoting smarter, more
efficient, more effective government- familiar themes for many of us here in Congress and on
this Committee.

Something I often like to say is that anything I do, [ know [ can do better. And I believe that is
particularly true when it comes to government management. There is a lot of room for
improvement.

Sadly, the challenges that we are facing are not new; for decades, both Republican and
Democratic Administrations have struggled to correct inefficiencies and make government work
better for the American people.

Government doesn’t have to go it alone in its struggle to improve efficiency; there are private
groups who have made it their mission to advise and help government agencies on how they can
improve efficiency and spend taxpayer money more wisely.

Today, we continue the conversation that we started earlier this month. This time, though, we are
receiving input from folks that represent a few of these outside groups.

Our witnesses want to see agencies and programs run well and achieve their missions efficiently
and they understand the value of an effective government. They have personal experience in
government, have gathered opinions from others, have done studies, have looked deeply at how
government works or doesn’t work, and they can inform us of what they have found.

I believe the non-profit and private sector groups like the ones that are represented today can
prove 1o be valuable partners in advising our government on good management practices.

(155)
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I Jook forward to discussing their thoughts on the Administration’s management agenda and
what they think are the best ways to tackle the four pillars I mentioned earlier: effectiveness,
efficiency, economic growth, and people and culture.

Effective government management has long been a priority for this committee and I hope this
hearing shines a spotlight on what management initiatives are being done well, what could be
done better, and how Congress can help the Administration achieve this important goal.

Something that comes to mind is an old saying from President Truman, which I will paraphrase:
‘the only things that are new to us arc the things we never learned or the things we have
forgotten.’

We have to learn from the lessons of past government workers and administrations so we don’t
repeat their mistakes. I look forward to hearing from our witnesses on what they believe can be
done to set our government management on a more responsible course.

HitH
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Chairman Carper, Ranking Member Coburn, and Members of the Committee, thank you for the
opportunity to appear before you today. I am Max Stier, President and CEO of the Partnership for
Public Service, a nonpartisan, nonprofit organization dedicated to revitalizing the federal civil
service and transforming the way government works. | appreciate your invitation to testify on
opportunities to improve the management of the executive branch,

The management challenges facing our federal government are daunting. I know the Committee
recently heard the testimony from OMB, GAO and GSA in an effort to identify practical,
achievable improvements in how we manage all of the resources at the federal government’s
disposal, and to address the chronic problems that defy short-term solutions and transitional
leadership. Iapplaud the work that Beth Cobert is doing as OMB’s new deputy director for
management, and I believe I speak for all of us when I say we would like her to succeed and
stand ready to assist in any way we can,

Having said that, improving the management of our government is not a one-man or one-woman
job. It requires collective effort, sustained over time, with a focus on clear objectives and
measurable results. In my testimony, I would like to share several ideas where I believe this
Committee’s efforts are most needed, and would yield the most impact.

1) Reduce the number of vacancies in critical management positions

Mr. Chairman, I have heard you refer to the high number of vacant posts in our government as
“executive branch swiss cheese,” and T applaud you and your colleagues on the Committee for
calling attention to the fact that vacancies in senior posts reduce accountability and diminish the
capacity of federal agencies to get things done. This has to change, and we suggest that now is a
good time to start,

There are many reasons for the slow pace of filling vacancies, and there is no one fix. However,
this Committee could do a world of good by setting a new expectation that future presidential
administrations should work to have their 100 most critical management and security positions
filled by May 1* of an inaugural year, and have the top 400 positions filled by the August recess.
It is an ambitious goal, but if the Senate sets the expectation and works in good faith to consider
nominations fairly and expeditiously, it is achievable.

Even with a full team in place, an administration will not function well if its senior appointees are
not fully prepared for the challenges of governing in the federal environment. Appointees must
have the tools they need to succeed in their jobs, and this includes learning from others who know
from personal experience the policy and implementation challenges facing new appointees. Too
many appointees waste the time between nomination and confirmation because they fear crossing
a line of what is appropriate for a nominee awaiting action by the Senate. We believe that
Congress should actively encourage nominees to seek information, learn from others who have
been in those jobs, and make the most of the time available to them during the confirmation
process. This Committee in particular is well-positioned to set an example for the rest of the
Senate, given its tradition of leadership around presidential appointment and transition issues.

Setting these expectations now, and securing the bipartisan support of your Senate colleagues,
will give the next presidential transition teams the guidance they need to ensure that our next
president has a full team on the field as quickly as possible, and that the team is well-prepared to
govern effectively in the federal environment.
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We also urge this committee to consider legislation requiring all C-Suite positions be filled by a
career appointee for a renewable term of six years with performance contracts. This would
reduce the overall number of political appointees and ensure long-term perspective and leadership
continuity between administrations.

The Partnership has additional recommendations regarding presidential transitions, and the
opportunity inherent in transitions to hit “reset” and do things better and smarter. These ideas
include building on the excellent work you have already done to reduce the number of positions
subject to Senate confirmation, and the early steps taken to reduce the paperwork required of
nominees. We would be pleased to discuss these and other recommendations with you in greater
detail.

2) Focus on execution, and engage the private sector to help

Members of Congress and executive branch officials spend vast amounts of time and energy
developing policy. Outside interests — including the business community, nonprofit organizations
and the general public — invest heavily in influencing policy and exercising their right to petition
our government. But formulating policy is just a small part of making our government work. For
all the time spent on policy, we would be well-served if at least as much effort was devoted to
execution,

Congress has a critical oversight responsibility, but in our view, oversight often takes the form of
an investigation after government has failed in some way. We believe that Congress should do
more to oversee the execution of government policy and programs before there is a problem.
Understanding how a policy is being transtated into mission objectives, how it is being
implemented, what skills and expertise are needed, and whether resources are appropriately
aligned against performance goals are critical questions that are often asked too late, or not at all.
Asking hard questions early and working across branches, and across agencies, to “get it right the
first time™ should be regular practice and part of the culture of governing. It is concerning that
Congress is spending far fewer hours conducting oversight hearings than it has in the past. For
example, in the 104™ Congress, lawmakers spent 5,397 hours in hearings, but in the 111%
Congress those numbers had dropped significantly to 3,758 hours,!

One important ally in the quest to improve government’s performance is America’s corporate
community, Our nation is fortunate to have robust and innovative businesses that have
modernized and evolved along with the market. They can serve as advocates and advisors as
federal leaders wrestle with using technology, measuring performance, building capacity,
streamlining operations, engaging stakeholders and other critical management challenges.

The Partnership has proposed a government-wide talent exchange that would enable senior career
employees to spend time in a private sector company, and enable private sector talent to serve
temporarily in a federal agency. The idea is to enable better learning across sectors, and the
sharing of best practices and new ways of thinking. The idea is not new and it occurs in pockets
throughout government, but we believe a government-wide talent exchange authority would have
merit and is worth the Committee’s consideration.

Another idea you may consider with respect to talent exchanges is a program to allow
congressional staff to serve some time on assignment in a federal agency. understand that this
would be asking Congress to give up an already scarce resource — your people — for a period of

! American Enterprise Institute and Brookings Institution, “Vital Statistics on Congress”, July 2013,
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time. But as someone who has served in all three branches of government, I believe it would add
to the Committee’s understanding of management and governing challenges in real and
significant ways.

3) Treat government as a single enterprise

Government agencies operate as separate, largely independent organizations; only in times of
crisis are multi-agency resources leveraged to address a single problem. But today’s challenges
are complex and can rarely be resolved effectively by one agency acting alone. The result is
subpar performance, along with duplication, overlap and inefficiency.

The Government Performance and Results Modernization Act passed by this Committee is a
good start, and we applaud the Obama administration for laying a solid foundation for enterprise
government by establishing cross-agency goals and identifying goal leaders from OMB and the
agencies. However, we believe the White House should extend even further the enterprise
approach to a broader array of cross-cutting goals, missions and administrative functions,
investing in the infrastructure necessary to ensure that this approach becomes the accepted norm.

We believe it is critical that the President develop and publicly commit to a strategic enterprise
performance plan that identifies the broad array of missions and functions (including the top
presidential priorities) that can best be achieved by the whole-of-government enterprise. The plan
would set outcome and time-based goals for enterprise missions and functions and put the
necessary infrastructure and accountability mechanisms in place to increase the likelihood those
targets are achieved. Presidential commitment to and ownership of this strategic enterprise
performance plan is absolutely essential to its success. The President’s Management Council
(PMC) should play a critical role in implementing the plan, holding officials accountable for
turning the plan into reality through rigorous performance reviews for each cross-agency priority,
mission and management function.

The Partnership recently issued a report, Building the Enterprise: Nine Strategies for a More
Integrated, Effective Government. In the report, we advocate for a collaborative, multi-agency
approach that integrates and leverages the enterprise — that is, the whole of government —to solve
today’s complex challenges. Encouraging an enterprise approach is one way that Congress can
respond to the fragmentation and overlap that continue to exist across agencies and programs, and
which we know have been of significant concern to members of this Committee. Common-sense
solutions like leveraging federal buying power or sharing mission-support services are possible
when we build government’s capacity to plan, manage and measure cross-agency goals and
missions.

4) Celebrate what is working in government

No organization will improve if we continually tear it down, and the federal government is no
different. There is a massive infrastructure in place to expose things that are wrong in
government — the agency inspectors general, GAO, congressional oversight, the media and
outside “watchdog” organizations — but virtually nothing to highlight what is right so that it can
be celebrated and replicated. The Partnership hosts the Service to America Medals (Sammies)
program, which has become one of the premier recognition programs for great innovation and
achievement by federal employees. The accomplishments of Sammies winners and finalists are
extraordinary — e.g., enabling military amputees to return to active duty, eradicating polio in
India, saving the Air Force $1 billion in fuel costs in a single year — and after twelve years
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running the Sammies program, we have about 400 more true and inspiring stories like these to
share. These accomplishments are a treasure trove of government success, and they deserve to be
highlighted and celebrated, The 2014 gala will be on September 22", We would love to have
you come to see what great government looks like.

5) Hold agency leaders accountable for managing people well

The Partnership’s Best Places to Work in the Federal Government rankings
(www.bestplacestowork.org), which are based on the Office of Personnel Management’s Federal
Employee Viewpoint Survey, tell a troubling story. Federal employee engagement numbers have
been declining steeply for several years in a row. While we suspect that pay freezes, furloughs
and anti-government rhetoric are contributing factors, we aiso know that it is possible to improve
employee engagement, even in difficult environments, if leaders are held accountable for doing
so. In 2013, for example, nearly one quarter of federal organizations improved their scores,
despite the challenging year. NASA, the number one agency in 2012, was not only awarded the
top spot again in 2013, but it was also the most improved agency. We urge this Committee to ask
the agency leaders who come before you how employee morale is contributing to agency
performance, what they are doing to improve employee morale and engagement, and how they
will know if their actions are making a difference. Knowing that Congress cares about this
critical management metric would drive the rest of government to pay attention to these issues in
ways that are not happening today.

6) Develop, manage and engage the senior career leadership of government

The group most essential to the long-term success of government is the Senior Executive Service
(SES), the approximately 7,000 career executives who are the top career professionals that
manage government programs from administration to administration. This elite cadre of leaders
provides continuity across administrations and serves as the bridge between political appointees
and the federal workforce.

The challenges our executives face today are greater than ever and the problems they are trying to
solve cross traditional boundaries. They require leaders who can serve as enterprise executives
and work across government and sectors to achieve their missions. To ensure our federal
government has the very best executive leadership team, we believe agencies should identify
high-performing talent early and provide opportunities for employees to have broadening
experiences, such as rotation assignments to other sectors, levels of government or agencies. This
diversity of experience is critical given the nature of the challenges executives will be tasked with
solving and will help candidates develop an enterprise perspective. We encourage this Committee
to pass legislation that would make experience in another sector, level of government or agency a
requirement for entry to the SES. In addition, we believe agencies would benefit greatly from
building a pipeline of talent external to government that can contribute new ways of thinking and
best practices from other sectors. We encourage agencies to make necessary reforms to the
recruiting and hiring process to attract, hire and retain more external talent.

Once executives are selected, agencies should invest in a robust onboarding program to help them
succeed. An onboarding program could include elements such as 180-or 360-degree assessments,
executive workshops on topics such as how to improve employee engagement or deal with poor
performers, group coaching, action-learning projects and mentoring. Executives will need further
opportunities to grow and develop during the course of their tenure in the SES. One way to do
this is by providing rotation assignments and opportunities for executives to be deployed as a
government-wide asset to help solve the federal government’s most complex challenges and
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achieve cross-agency priority goals. We believe the PMC, working with OMB and OPM, should
own Jeadership in government and ensure it is managed and deployed to achieve these goals.

More must also be done to engage the existing career leadership in government around the
President’s Management Agenda (PMA). We encourage President Obama to meet with the full
SES to communicate his vision for the PMA, energize them to reach these goals and make the
connection to their jobs so they own the management agenda and drive it forward. President
George W. Bush and President George H. W. Bush held similar meetings with their executives,
President Obama will have more success in implementing his agenda if he follows suit and
actively engages his executive leadership team.

7) Create a scorecard to hold political leaders accountable

Engaging career leadership is critical, but senior political leaders must also be held accountable
for the effectiveness of their organizations. We are pleased to see that the agency deputy
secretaries are holding quarterly meetings to discuss their agency’s performance metrics. This is
the right model, but we would like to see the deputy secretaries go further and include more
management issues as part of these conversations. The recently established CAP goals dealing
with customer service, shared services and people and culture are good examples of cross-cutting
management issues where a real difference can be made if focus is sustained and progress is
measured.

The PMC should agree upon a set of metrics, which would be collected, discussed and ultimately
shared with the president on a quarterly basis. Such measures could include employee
engagement, quality of new people coming into government or quality of leadership. Ultimately,
these measures would be part of a scorecard that President Obama could use to hold his top
political leaders accountable. Current plans by the administration in this regard are headed in the
right direction. Continued attention to these issues by this Committee would also help sustain the
effort.

8) Reform the civil service system

Today’s hearing adds to the conversation about improving the management of our government, [
believe we need a similar conversation around the need to reform the civil service, as it is both
one of government’s greatest assets and one of its greatest management challenges. Designed
more than 60 years ago, the personnel system governing more than 2 million workers is a relic of
a bygone era, reflecting a time when most federal jobs were clerical and required few specialized
skills, and when the government’s role in society was smaller and far less complicated. The worlc
has changed dramatically, but the civil service system has remained stuck in the past, serving as a
barrier rather than an aid to attracting, hiring and retaining highly skilled and educated employees
needed to respond to today’s domestic and global challenges. Civil servants are the government’s
greatest assets, but they are ill-served by the system in which they work.

On April 2", the Partnership will release a framework for civil service reform. Our goal is to
start a conversation about how to modernize a system that in its current form was largely
designed in the 1940°s and received its last comprehensive update in 1978. We know civil
service reform will be a significant undertaking — the Senate Governmental Affairs Commiitee
held 12 days of public hearings and seven markup sessions when it considered the Civil Service
Reform Act of 1978 — but we believe it is critical and deserves such deliberation to ensure all
voices and perspectives are heard. This Committee’s leadership will be essential, and we hope



163

you will consider a series of hearings in the coming months on opportunities to improve the civil
service system for the benefit of agencies, federal employees and the people they serve.

Mr. Chairman and members of the Committee, thank you for the opportunity to appear before
you today, and for your critical interest in the management of our federal government.
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Chairman Carper, Ranking Member Dr. Coburn, and Members of the Committee, I greatly
appreciate the opportunity to appear before you today to talk about management matters.

Government management needs more attention. This is easy to say, but not so easy to do because
in government, management matters are not headline-grabbing except when a problem erupts.
Nor, unfortunately, does policy execution research seem to lead down a high-probability tenure-
producing path at the top research universities, despite the fact that, as Thomas Edison once
observed, “Vision without execution is haltucination.”

If government were a publicly traded company, concern by executives about investor reactions tc
poor management would provide powerful pressure for good management. Sadly, a comparably
powerful incentive for continuous improvement does not exist in the public sector. Sure,
government-screw ups get plenty of attention, but imagine if private investors similarly focused
primarily on production problems or failed trials, rather than growth in value to customers and a
stronger bottom line. The pace of product improvements would likely rapidly decline.

We need to keep the pressure on government not just to pay attention to preventing problems and
keeping their costs as low as possible, but also to mission-focused improvements — finding and
spreading what works better. Government agencies must become more adept at setting goals and
pushing continuous improvement. They must get more skilled at applying existing evidence,
generating new knowledge, and using experimentation and innovation to test new approaches to
program delivery. Further, they must better communicate their results and share successful
approaches with those who can apply that knowledge.

The lack of attention to management matters is why, last year, building on a long, distinguished,
and exemplary career in public service and the private sector, former Federal Reserve Board
Chairman Paul Volcker decided to launch the Volcker Alliance. The Alliance, where | am now
proud to be the founding President, aims to rekindle intelectual, practical, political, and
academic interest in the implementation of policy — in the “nuts and bolts” and, increasingly, the
electrons of government. We seek to be a catalyst for change — encouraging public, private, and
educational institutions to give sustained attention to excellence in the execution of federal, state,
and local policies in the U.S. and abroad.

This need for attention is also why this committee’s decision to convene a second hearing this
month on management matters is cause for celebration. We need more minds spending more
time working to understand implementation successes and government problems, their causes,
and ways to improve.

Increasingly, political crises are not about failures of policy but failures of execution. It is those
failures that people read about in the headlines, suggesting that government is characterized by
massive mismanagement. While there are plenty of successes that we don’t hear about, the
numiber of news stories about management mistakes undoubtedly contributes to the loss of
confidence in government. This poses a real and urgent crisis that can prevent our government
and our country from achieving our full potential in an increasingly competitive and globalized
world. We need to do something about it now.

I appreciate the opportunity to come here today to talk about priorities for improving the
management of the federal government, including lessons learned implementing the performance
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management practices required by the Government Performance and Results Modernization Act
of 2010 (Modernization Act). I speak based on my recent experience as the OMB Associate
Director for Performance and Personnel Management where [ was responsible for the law’s
implementation, as well my work before and since then.

I will focus the bulk of my comments on performance measurement and management because it
is the key method businesses use to drive performance and because it is a high-leverage tool
applicable across multiple domains, for both mission-focused and mission-support, or functional
goals. I am also happy to share my thoughts, as requested, on goals the Administration and
Congress might set for short- and long-term management initiatives.

s

I. The Performance Improvement and Accountability Framework

Let me start by talking briefly about lessons learned from implementation of the 1993
Government Performance and Results Act and other performance management efforts around the
country and the world. The Obama Administration applied these lessons to the performance
improvement and accountability practices it required at the beginning of the Administration.
Congress applied them when it modernized the 1993 Act in 2010.

Performance Improvement in the Clinton and Bush Administrations
The core elements of the 1993 law were quite simple and straightforward:

® set goals, including outcome-related goals and objectives;
e measure performance; and
e report performance annually.

Valuable lessons were learned from the implementation of the 1993 law, the most noteworthy of
which was that setting goals, measuring performance, and reporting results was a good start. It
was not enough, however. Agencies needed to use performance data to find ways to improve.
They also needed to use goals to communicate priorities, to refine priorities so they resonated
and aligned with outcomes that mattered to the public and Congress, and to enlist ideas,
expertise, and assistance to accelerate progress beyond what an agency could accomplish on its
own.

While all federal agencies gained experience setting goals and measuring performance, agencies
that set outcome-focused goals and used performance data, evaluations, and other information to
select their strategies and execute on them made faster progress. The National Highway Traffic
Safety Administration (NHTSA) has long been one of my favorite examples of an agency that
got off to a strong start. NHTSA has routinely set an outcome-focused goal of reducing traffic
fatalities by a specific amount in a specific time period. It routinely uses traffic fatality data
noting key characteristics of fatal accidents before, during, and after each incident to identify
causal factors. NHTSA then uses that information to develop policies to drive traffic accidents
down. Despite increases in vehicle miles traveled, highway deaths have continued to decline.
Why? NHTSA analyzes the data it collects to look for promising state and local practices
associated with fatality reductions, such as the adoption of primary enforcement laws to increase
seat-belt use and the “Click It or Ticket” campaign. It then looks to see if these favorable results
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also occur in other places that adopted the practices. When that happens, NHTSA promotes
broader adoption.

NHTSA also conducts measured pilots, such as a current one to apply lessons learned from the
Click It or Ticket campaign to reduce distracted driving (“Cell phone in one hand, ticket in the
other”). It started the campaign with pilots in two smaller communities, and is now trying to
replicate the positive results in two larger ones, comparing the results to communities without the
campaign. NHTSA also takes advantage of natural experiments that occur when states change
key aspects of their safety laws to compare the impact on their traffic fatality rates to changes in
fatality rates in other states.

Another key aspect of NHTSA’s successful practice is that it returns data to its state and local
data suppliers with value added through analysis. This makes it easier for state and local officials
to use local, national, and comparative data to inform local safety-enhancing decisions. Not
incidentally, this also gives its state and local delivery partners a reason to care about the quality
of the data they submit to the federal government.

Most agencies got off to a slower start, however. While they experimented with goal-setting,
measurement, and reporting, they failed to tap into the power of goals and measurements to
communicate priorities, motivate employee effort, inspire innovation, illuminate problems,
reveal opportunities, share lessons learned, support cooperation on shared goals, and enlist ideas,
expertise, information, and assistance. Laudable efforts by the previous Administration to
increase agency adoption of performance and evidence-based management practices by rating
programs on their adoption of specific practices unfortunately and unintentionally, I believe,
distracted attention away from finding ways to improve performance trends on the outcomes of
interest, focusing agencies instead on getting a good rating.

Performance Improvement in the Obama Administration

Building on lessons learned during the Clinton and Bush years, in state and local governments,
and in other countries, the Obama Administration set out to reset the agency mindset. The idea
was to get agencies to use goals to communicate priorities and to use performance data to figure
out how to improve and enlist others in that effort. Useful, useful, useful. That was, and I believe
still is, the mantra. If goals and measurement are not being used, they are useless and sometimes
even wasteful.

The changes were based on review of research and experience identifying conditions' that made
goals and measurement transformative by encouraging innovation and replication of best
practices, ultimately producing greater results. These reviews examined the lessons of the multi-
decade, data-driven transformation in policing US cities; the cleanup of the Charles River in
Massachusetts; nationwide experiences from the United Kingdom and New Zealand; state
experiences from Virginia, Maryland, Texas, Washington, and elsewhere; and local government
experiences in such cities as DC, Baltimore, Pittsburgh, Boston, and Seattle. These lessons
suggested the potential value of requiring agencies to adopt a few practices not previously
mandated by the 1993 law or Executive Order.

What are those additional practices that the Administration initially required and that are now
codified in the Modernization Act?
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¢ Outcome-focused priority goals. All agency heads are expected to set a few ambitious,
outcome-focused priority goals that their organizations will try to accomplish within two
years without new legislation or funding.

s Leadership responsibilities. To drive progress on each priority goal, OMB guidance,
established new leadership responsibilities for individuals in agencies — the Chief
Operating Officer (COO), the Performance Improvement Officer (P10), and a designated
goal leader for each goal. The law subsequently laid out more explicitly the
responsibilities for these individuals.

®  More Frequent Measurement and Reporting. Progress on each priority goal is
measured no less than quarterly, and publicly reported soon after the close of the quarter.

¢ Data-driven Reviews. The COO conducts data-driven performance reviews on priority
goals no less than quarterly. OMB reviews agency performance on priority goals
quarterly and on other goals annually to determine those needing attention or assistance.

e Communication. Agencies must communicate more clearly and frequently what they are
trying to accomplish; why it is important to do so; how they will proceed (strategies and
planned next steps); why these strategies were chosen (evidence); and how well they are
performing each quarter. They do this on Performance.gov.

In addition to publishing information on Performance.gov, agencies are
encouraged to identify key audiences for their performance data and determine how best
to package and deliver the information so their target audiences receive it when and
where they need it to make decisions and, once received, are able to use it easily. The
Department of Health and Human Services’s Partnership for Patients initiative is one
example of this. It has enlisted more than 3,700 hospitals across the country and others
who have agreed to try to reach, within three years, a goal of 40% reduction in hospital-
acquired conditions and a 20% reduction in hospital readmissions compared to 2010.

Communicating goals, measurements, strategies, probiems encountered, and
evidence of effective and promising practices serves multiple purposes. It strengthens
democratic accountability, keeps agencies focused on their priority goals, supports
collaboration on shared goals, enlists assistance and expertise, and facilitates cross-
agency learning.

* Accountability expectations. Agencies and their managers are accountable for setting
sensible, understandable goals, including a small number of ambitious, implementation-
focused priority goals. They are also responsible for using evidence to identify practices
likely to accelerate progress on the goals; monitoring progress frequently to detect
problems early so they can be prevented or reduced and to find ways to improve; and
adjusting actions quickly as needed. In addition, they should inform and engage others to
achieve continuous improvement. Agencies are expected to try to meet all of their stretch
targets, but also know that if 100% of priority goals are consistently met, it will raise a
warning flag that prompts OMB to consider if the agency set targets that were
insufficiently ambitious.

The Modernization Act added other noteworthy requirements, most notably requiring the
Administration to set cross-agency priority goals. Also, it wisely aligned the timing of strategic
plans with Presidential terms,
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The Evidence Behind the Tools Required by the GPRA Modernization Act

Let me elaborate a bit on what the evidence says about the power of some of the tools mandated
by the Modernization Act, including those initially required in the 1993 law, and characteristics
of the tools needed to make them work well.

A, Goals
The research on the performance-improving power of setting a limited number of well-
formulated goals, whether in the public or in the private sector, is incredibly rich. Well-
structured goals should have the following attributes:

* Specific goals — indicating how much of what by when — are a remarkably effective, low-
cost, and concise way to communicate to people within and beyond an organization what
the organization wants to accomplish.

s  Outcome-focused goals connect agency actions with the things that matter in people’s
lives, such as smoking rates or water quality, rather than on activities agencies do, such as
the number of grants awarded or permits issued. They keep agencies asking if their
actions are having the intended impact and adjusting them when they are not. Outcome-
focused goals and measurement help agencies avoid the danger of running on autopilot,
even when they need to establish standard operating procedures to be efficient in a large
system. These goals keep them from assuming that what they are doing, in fact, works.
Instead, outcome-focused goals keep them asking, and answering, if the approach they
are taking is effective.

¢ Ambitious goals — stretch targets — compel people to look for smarter ways to get the job
done. If targets are ambitious, an agency cannot accomplish the goal by doing what it is
already doing unless it throws a lot of extra money at it. Stretch targets have an
energizing, innovation-inducing effect provided an organization (or individual) does not
try to accomplish too many relative to available resources. When that happens, stretch
targets can be discouraging.

B. Measurement and Evaluations

Of course, it is not enough just to set a goal. It is also critical to measure progress toward that
goal, When measurement or some other means to gauge progress does not accompany a goal,
then we should all worry that the goal is just words. The goal may excite allies and inspire
action, but some mechanism is needed — one or a combination of measurements, milestones, and
other indicators - to gauge progress.

Based on the lessons learned from EPA starting in 1995 in its efforts to make the Charles River
swimmable, from the New York City Police Department’s introduction of weekly crime data
reporting in the 1990s, from the United Kingdom, and from numerous state and local
governments, OMB and the Modernization Act required federal agencies to measure progress on
their priority goals more frequently, no less than once a quarter. This was a major departure from
the past practice of requiring annual measurement. It was part of resetting the mindset. By asking
for fresher, more frequent data, agencies get the quantitative feedback they need to adjust their
actions quickly when the data suggest things are not working as expected.

In addition, OMB encourages agencies to use a suite of measures, not just a single indicator, to
manage and communicate. It requires agencies to report “performance indicators” each quarter.

5



170

These are the indicators that capture progress toward the target as stated in the goal statement
(such as changes in the energy efficiency rate, hospital-acquired infections, and percentage of
transactions done electronically). But agencies are also encouraged to collect and report “other
indicators” worth watching such as indicators about unwanted side effects, precursor events,
early warning indicators, causal factors, lagging outcomes, or data completeness.

Performance measurement alone, however, is often not enough to chart the most effective and
cost-effective path forward. It needs to be complemented with appropriately rigorous evaluation
to try to isolate the impact of agency action from other variables that might be influencing
outcomes of interest.

C. Leadership and Management.

Goals without measurement are just words on a page. But even when measurements are
collected, they are of limited value if not used on a regular basis to inform action. For that
reason, the Administration and the law create a number of people-specific assignments. In
addition to requiring that the number two person at each agency, the Deputy Secretary or
equivalent, function as a Chief Operating Officer (COO) and run data-driven reviews on the
agency’s Priority Goals no less than once a quarter, the law codifies a previous Executive Order
issued during the Bush Administration requiring each agency to have a Performance
Improvement Officer (PIO) reporting directly to the COO. The PIO is responsible for the
analytic preparation before the quarterly reviews. Also, he or she is expected, on behalf of the
COO, to assure follow-up occurs on the discussions and assignments given during or in
preparation for these reviews. Finally, each agency Secretary or COO must name a Goal Leader
who is accountable for achieving progtess on each priority goal and making adjustments when it
is not happening.

These three people assignments, establishing distinct but complementary leadership roles and
responsibilities for agency use of goals and measurement, were made based on careful review of
past experience. They have proved remarkably helpful resetting the performance management
mindset - shifting the emphasis from reporting to use and from compliance and fear of
punishment to improvement.

II. Current Performance

So, how is all this working? The answer is, remarkably well, both in terms of benefits to peoples’
lives and in terms of process improvements. Of course, the change is not yet happening
everywhere all the time, but significant progress is being made, as the GAO noted in its recent
research which found that where priority goals had been set, agencies were using the information
to accelerate improvements.

Let me use the renewable energy goal of the U.S. Department of the Interior to illustrate why and
how this goal-focused, data-driven approach works and also talk about what 1 think it will take
for this approach to continue to work well.

In the first round of priority goal-setting, the Department of the Interior set a goal that by
September 2011, it would increase approved capacity for renewable energy on Interior-managed
lands by at least 9,000 megawatts, while ensuring full environmental reviews. The Interior
Department realized that, as manager of one-fifth of the nation’s landmass and 1.7 billion acres
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of outer continental shelf, it could contribute to a growing economy, job creation, reduced
dependence on foreign oil, and reduced greenhouse gas emissions — important goals of the
President and Congress — by making more of its land available for private development of
renewable resources.

The Department picked what some call a big, hairy, audacious goal — the kind of goal that
energizes and encourages innovation. To put the ambitiousness of the goal into context, in the
previous thirty years, between 1978 and 2009, Interior had approved only a small number of
wind and geothermal renewable energy projects, estimated to provide for development of about
1,500 mw of renewable energy.

If you look at trends for this goal during the first two years, available on the archived section of
Performance.gov, it is clear that the Interior Department had a very difficult time early on
figuring out how to make progress on this goal. By September 2010, it had only approved a little
over 130 mw of renewable energy.

But, in December 2010, it was clear the department had figured something out. By then, it had
approved an aggregate of nearly 4,000 mw of renewable energy, up nearly 3,200 mw from the
prior month. What the Department had figured out was how to expedite its permitting process
without compromising environmental concerns.

Despite this progress, by September 2011, the Department had not reached its target of 6,000
mw. Nonetheless, the Interior Department did not get discouraged, but instead decided to push
for a higher target, especially since it was clearly identifying better ways to do its work. So, it set
a new goal to authorize at least 11,000 mw in approved renewable capacity by September 2013,
This time around, it not only met the target but significantly exceeded it, achieving nearly 13,800
mw of approved renewable energy on Interior managed land, enough to power about 4.6 million
homes.

When the Administration released the list of FY2015 goals on Performance.gov a few weeks
ago, Interior indicated its intent to keep going and set a goal of authorizing at least 16,500 mw on
the lands it manages.

As this story illustrates, these tools — clear goals, frequent measurement, managing with
measures and other evidence, communication — are helping federal agencies find what works and
what needs fixing. The cadence of quarterly reviews and reporting are encouraging them to act
on that information and take the necessary actions to improve. This is helping federal agencies
achieve better outcomes for each dollar spent. Together, these tools are improving the outcomes
that affect people’s lives, raising returns on taxpayer investment, enhancing the quality of
interaction with the government, and strengthening democratic accountability.

The great news is that the experience with this priority goal is not unique. Progress is being made
on many other ambitious priority goals, such as reducing adult smoking and hospital infection
rates, turning around the lowest performing schools, and increasing the number of airline
passengers receiving expedited screening.

But let me return for a moment to the fact that the Interior Department failed to meet its FY2011
target. Should the Administration, or Congress, consider that a problem? In retrospect, it clearly
was not, given the goal’s ambitious nature and DOT’s ability to adapt its strategy to improve
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outcomes. But even at the time, OMB treated it as a model for other agencies, just the opposite
of a problem. In short, the goal worked. It did not just accelerate the authorization of renewable
energy projects on Interior managed lands, but it also helped identify ways to improve permitting
now helping other parts of the federal government.

If we want agencies to set the kind of stretch targets that will encourage innovation, we need to
expect some missed targets. In fact, we should get worried about agencies that meet all of their
stretch targets most of the time. Quite frankly, it would be wonderful for Congress to somehow
signal its recognition that stretch targets are, in fact, stretch, and that it expects to see significant
progress on all of them, or explanations why progress is not happening and what is being done to
address the problems, but not 100 percent target attainment. In business, [ am told, they talk
about making 75 to 80 percent of stretch targets. I know it sounds counterintuitive, but if we
want this continuous improvement dynamic to work well in government, we also need to reset
our accountability expectations.

Significant progress has been made on most priority goals, although not without stumbles along
the way. Agencies have made progress in a number of other areas, as well, when they applied
evidence, experience, intelligence, and good management to tackle specific problems and pursue
new opportunities. Forthcoming research by Harvard Kennedy School Professor Steve Kelman
and Ron Sanders at Booz Allen Hamilton Inc. finds that good performance management
practices are not just being applied to the relatively small number of priority goals, but are
increasingly being used by heads of sub-cabinet organizations, as well.

It is my hope that progress is also readily apparent in agencies’ new strategic and annual
performance plans and reports and that the information in these documents and on
Performance.gov will be broadly used, not just by agencies but by Congress and by current and
potential delivery partners and other stakeholder. The new set of agency and cross-agency goals,
and related strategies, should be conversation starters used to enlist the best minds to find better
ways to do business. And in some cases, as with the Partnership for Patients, they should be used
to engage local partners who want to adopt the goals and join a learning community to share
lessons learned and test ways to improve. If agencies are not already facilitating that, perhaps
Congress can help by asking the right questions.

III. Next Steps and Future Challenges

I realize, of course, that the positive picture I am painting may not correspond well to many
people’s impression of government. In some ways, this is not surprising because progress in
government is hardly newsworthy. Few think about government’s contribution when government
works well — when a plane lands safely, when safe drinking water comes out of the tap, when
Social Security funds arrive on time, when a veteran is well-served, when we hear the local
weather report, and when a government website works.

Plus, the high volume of people who contact the federal government every day affords plenty of
opportunity for negative impressions. As an illustration, the Social Security Administration
handled 53 million transactions on its 800 number last year and another 46 million transactions
online, plus it delivers benefits to 63 million individuals every month, The National Park System
gets 287 million visits each year and the U.S. Fish and Wildlife Service 47 million visitors. TSA
screens approximately 1.8 million passengers per day, and the Bureau of Reclamation delivers



173

water to 1 in every 5 Western farmers and over 31 million people nationwide. The Veterans
Health Administration handles more than 83 million outpatient visits each year, and Customs and
Border Patrol agents admit almost one million travelers to our country every day. One cranky
federal employee handling any one of these interactions badly or making an unintentional error
can reinforce negative public perceptions of government.

The most recent Pew Research Center’s study on trust, conducted just before the Oct. 16
agreement to end the government shutdown and raise the debt ceiling, found disturbingly low
and declining levels of trust in the federal government. The timing of the survey undoubtedly
affected the numbers (the shutdown appears to have reversed a small upward climb in trust), but,
as Paul Volcker said when he launched the Volcker Alliance, “Trust rests on confidence and too
often government, at all levels, in the eyes of its citizens, has been unable to respond effectively
to the challenges of the day. There is an urgent need to restore trust and pride in the way our
public institutions implement policies.”

Applying good performance management practices, Pew sliced and diced its data to aid efforts to
identify likely causal factors affecting trust. Pew noted variations in trust patterns for different
parts of government and among different types of people surveyed. Interestingly, it found
favorable opinions of 12 of the 13 agencies tested despite the high negative views about the
federal government overall, with the IRS being the one unsurprising exception.

In truth, though, even without the benefit of a “deep-dive” root cause analysis, it is not hard to
find plenty of reasons why trust might be declining and people are unhappy with the way the
federal government works.

People

The recruitment and hiring system, both for pre-career and for mid-career employees, is
seriously limping and federal internship programs are just plain broken. At the same time, in-
service skills training and staff development are too often treated in budgets and appropriations
as afterthoughts rather than strategic investments.

It is therefore good to see the Administration target People and Culture, including fixing the
federal hiring process, among its cross-agency priority goals. As part of that goal, I hope the
Administration pays serious attention to fixing federal internship programs. If we truly want 2
Century government (and what is the alternative?), we need young people with fresh minds,
intuitive understanding of the new economy and new technologies, and education about the best
and emerging knowledge in government. Sadly, right now, when energetic, educated recent
graduates and interns want to work in the federal government, they have a ridiculously hard time
getting hired.

]St

I'would also like to see the federal government greatly expand the use of borrowed executives
and innovators. It is good to see the plan to expand the use of Innovation Fellows as part of the
Smarter IT Delivery cross-agency priority goal. I would hope the Administration also plans to
apply lessons learned from the Innovation Fellows program to other areas of need, such as
performance analysts and economists. Similarly, it would be good to see the Administration set a
target for increased use of the Intergovernmental Personnel Act to bring in fresh perspectives,
experience, and skills from other levels of government, the non-profit sector, and academia.
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Opportunities for improvement in this area are huge if serious attention is given them. Today’s
federal workforce is, on average, 3.5 years older than the private sector’s and getting older every
year, in contrast to private sector trends. Interestingly, last year, 25 percent of respondents to the
Federal Employee Viewpoint Survey indicated their intent to retire in the next five years. If the
federal government takes advantage of the new phased retirement law, this upcoming personnel
transition presents a huge opportunity for mentorship, cost savings, and skills updating while
retaining invaluable experience and institutional memory.

Congress, I should note, can contribute to the hiring goal by passing legislation proposed by the
Administration several years ago in its hiring reform package, only parts of which were enacted
into law. The proposal would make it easier for one agency to recruit for others. This authority
would be useful, for example, if one agency successfully recruits more highly qualified
candidates than it needs, say, in cybersecurity, and other agencies are allowed to hire from its
roster. Cross-agency hiring authority would also allow recruitment specialization to develop in
different agencies, which undoubtedly makes more sense than expecting every agency to build
strong recruitment capacity in all the skill areas it needs.

Contracts and grants

Serious problems exist in other areas, too. The contracting process is insufficiently agile and still
not very adept at using past performance in contract-award decisions. The Smart IT Delivery
goal should be helpful here, but the need for agility and consideration of past performance needs
to be applied beyond the IT area.

Federal grants, too, need to be more agile and performance-focused. Federal agencies that
depend on state and local governments to accomplish their objectives need to do more than
award grants. They also need to play a strong learning leadership role: studying local
experiments or causing that kind of study to occur. They need to support problem-solving and
learning networks that figure out the right data to collect; produce analyses useful at the national,
state, and local level; encourage continuous experimentation to find incremental improvements;
and find effective methods for collecting and delivering data to inform front-line decisions by
caseworkers, teachers, local inspectors, and others who often, ultimately, can have the biggest
performance impact.

Justice Louis Brandeis once called states the laboratories of democracy. If these laboratories lack
scientists to study the experiments objectively and share the findings with others, however, they
are of limited value. The Administration’s evidence-based efforts, the examples in its evidence-
based memo, and recent grant regulation revisions are big steps in the right direction, as is
Congressional approval of the performance partnership pilot for disconnected youth. Federal
learning leadership needs to be the rule, however, not the exception.

Customer service and audience-focused communication

I previously mentioned the high volume of the federal government’s interaction with the public.
That is why I am heartened to see three of the Administration’s fifteen new cross-agency priority
goals take on the customer service challenge: the Customer Service goal, the Smarter IT
Delivery goal, and the Open Data goal.

10
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In addition to its work in the intergovernmental context, the federal government needs to think
more explicitly about who needs to know what by when to make smarter decisions that lead to
better individual and societal outcomes. It needs to learn how to communicate performance data
so it motivates and informs constructive change among delivery partners, without paralyzing
progress through fear of punishment or embarrassment. The federal government also needs to
learn, across programs and agencies, better ways to communicate performance data to inform
choice without discouraging those being compared so much that they do not want to improve or
organize to bring down the comparative measurement system as has happened in the past.

The Administration’s Open Data goal promises to spur a lot of terrific experimentation in this
area. | would urge the Administration, as part of this goal, to support evidence building to help
federal agencies and others become more sophisticated about effective methods for
communicating information to motivate improvement and inform choice.

Benchmarking and evidence-based management

Federal agencies are getting increasingly sophisticated understanding how to use data to guide
improvement, but would benefit tremendously from regular benchmarking, as the best businesses
do. By this, I mean not only comparing performance where appropriate, but also learning about
the best relevant business process methods.

The cross-agency priority goal to establish cost and quality benchmarks to inform agency buying
decisions on core/administrative operations, such as human resources, finance, acquisition, and
IT, is exciting. I applaud the decision to create common standards and benchmarks to measure
shared service utilization, performance, and cost, and to use those standards and benchmarks to
drive continuous improvement.

The executive councils, often referred to as the CXO councils, have also proven very helpful in
facilitating cross-agency learning, peer feedback, and co-investment, For example, the
Performance Improvement Council, composed of the PIOs, has built a robust learning and
support network that has helped agencies improve their data-driven reviews, strategic planning,
and, with the evaluation community, integration of evidence-based methods and agency
performance management practices.

The federal government would benefit from creating other learning networks and benchmarking
councils for different program types. For example, the benefit processing programs of the federal
government, some of which have garnered unflattering headlines over the years, have much to
learn from each other, private sector firms, and academia about inventory and queue
measurement and management. It would also be good to promote collective learning on more
effective methods for setting goals and measuring performance in areas where a number of
agencies undertake similar functions and conventional measurement techniques may not be
appropriate, such as for basic research funding or to deter hidden behaviors such as terrorism and
human trafficking. A few years ago, the Performance Improvement Council ventured into
supporting communities of practice in some of these areas, but lacked the resources to sustain
that work over time. I would urge Congress to consider additional support for this kind of work
and, in the interim, to consider holding hearings on best public and private practices in key areas
to help agencies learn.
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Related to this, in order to strengthen evidence-based decision-making, I would urge that
program budgets include funding for implementation-focused research as well as funding for
literature reviews in relevant subject areas and translation of relevant research to government
practitioners and their delivery partners.

Duplication, overlap, and fragmentation

Duplication, overlap, and fragmentation on shared or overlapping policy goals can create serious
and frustrating problems, an issue the Volcker Alliance is looking at in one of our first projects
on the structure of the financial regulatory system. As exciting as it is to see the Administration’s
progress setting and managing mission-focused cross-agency priority goals, such as for Science,
Technology, Engineering, and Math Education and for Service Members and Veterans’ Mental
Health, the reality is that the people and culture of the U.S. government, including the
organizational structure of the Congress, do not make it easy to manage across organizational
boundaries.

Goal leaders for each of these cross-agency priority goals are more likely to succeed if they have
not just the resources, but also the authority, to manage the coordination process. Frankly, it is
seldom easy to secure even the resources, especially in tight fiscal times. I am optimistic that this
will be worked out for the cross-agency priority goals, but the resourcing and authority issue is a
very real problem. I don’t have a ready solution to this problem, but it is one that warrants
serious attention to facilitate progress not just on the cross-agency priority goals but on many
other duplication and fragmentation problems.

FAk

In closing, it is more essential than ever in this fiscal climate that we manage in smarter, more
transparent ways. This is no small task and will require the cooperation of many levels and layers
of the federal government.

We at the Volcker Alliance stand ready to help. Indeed, in selected areas, we will lead the charge
to catalyze new thinking and convene the partnerships needed to leverage change. We welcome
the opportunity to work with this Committee and my fellow panelists to think about ways to
manage government better to create a virtuous cycle that motivates an increasingly effective,
cost-effective, and accountable government that is truly, as President Lincoln so eloquently put
it, of the people, by the people, and for the people.

! See, for example, http://www.businessofgovernment.org/sites/default/files/PerformanceManagement.pdf and
http://www.businessofgovernment.org/sites/default/files/Performance%20Accountability.pdf
% For details, see: http://'www,gao.gov/products/GAQ-14-436T
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Mr. Chairman, Senator Coburn, members of the Committee, | am grateful for the opportunity
to speak to you today. | applaud the committee's interest in finding areas in which its focused
oversight efforts would have the greatest impact on the government’s performance and
efficiency.

My experience in working to improve the government's operations comes in part from my time
as a staff member of this great committee. in the late nineties, with considerable help from the
Government Accountability Office and agency inspectors General, the committee documented
what many agreed were the government’s greatest management challenges. The consensus
appeared to rest on five major areas: financial management, human capital management,
information technology management, acquisition, and performance management.

Report after report showed the extent of the challenges. Agencies took months to produce
audited financial statements and couldn't report the extent of their improper payments.
Recruiting and retaining the right workforce was difficult for agencies. information technology
projects were often over budget and off schedule. The acquisition system did not support the
timely and objective procurement of goods and services. Performance was not as clearly and
transparently reported as it should be.

To accelerate progress in these areas, the President’'s Management Council developed a
scorecard with indicators that measured the degree to which each agency's efforts resolved
these challenges. Agencies were rated red, yellow, or green based on their progress. For each of
the major areas of the scorecard, specific accomplishments were measured. For example;

® in the area of human capital, agencies were measured on the extent to which they were
recruiting and retaining employees with the specific skills they needed to accomplish their
missions.

® In the acquisition area, agencies were judged based on the savings achieved from public-
private competition for commercial services.

e In the area of financial management, agencies were assessed based on their compliance
with the government’s financial management statutes and the resolution of auditor-
identified material weaknesses.

e In the area of information technology, agencies were evaluated based on their success
implementing systems on time and within budget.

* nthe area of performance management, agencies were judged on their efforts to measure
and improve program.

These are just a few examples of the measures included on the scorecard.

What was new at the time was the fact that agency progress was updated and reported publicly
every quarter. These updates followed a rigorous review by OMB staff of evidence provided by
agencies. | can't emphasize enough just how critical transparency was to how seriously agency
leadership took management improvement initiatives. Knowing their scores were going to be
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reported publicly made the very top leadership at agencies work very hard to improve in each
of these areas. When they got to green, agency celebrations were not unusual.

Government agencies made real progress during this period. Agency financial statement audits
are performed more routinely and promptly than in the past. Program improper payments are
being reported publicly and are, for the most part, coming down. Employee engagement is
being measured and, when it's low, agencies undertake ambitious efforts to turn that around.
Billions were saved by subjecting many functions to the pressures of competition.

Despite the good efforts of the President's Management Agenda at the time, | don't think it
would be fair to suggest agency challenges related to finance, human capital, information
technology, acquisition, and performance have been resolved entirely. But because those
measures aren't being reported publicly today, it's difficult to show objectively how agencies
are performing in these areas of common concern.

The management improvement initiatives described in the President's FY15 budget offer a
renewed opportunity to address many of the government's persistent management challenges.
The effectiveness pillar is described as an effort to deliver a world-class customer service
experience for citizens and businesses. It includes transformation of many of the government's
citizen-facing services and the information technology used to deliver them. The efficiency pillar
is described as increasing the quality and value in core operations and enhancing productivity
to achieve cost savings. Acquisition reforms and program consolidations are just part of this
effort. The economic growth pillar is meant to leverage open government efforts to spur
innovation and job creation. The people and culture pillar is described as unlocking the
potential of federal employees and building the workforce we need for tomorrow. Finally, the
President's budget describes initiatives to improve agency and program results by setting goals
and tracking performance.

The government's major challenges fall neatly into the framework described in the President's
FY15 budget. And many of the Administration's initiatives promise genuine transformation of
agency and program operations with reai gains in terms of performance and efficiency. But
without clear metrics to gauge progress, it will be difficult to determine whether or not genuine
improvement is being achieved.

The good news is that this committee’s oversight efforts can move agencies to address
common challenges so long as some key ingredients are in place. First and foremost is clear
goals. in whatever area you choose, it's imperative you have a common understanding of how
progress will be measured. Then, I'm afraid, the committees' members and staff will have to
provide consistent, regular attention to ensure progress is sustained. This is the nitty gritty of
oversight that often goes unheraided in Washington.

A couple of good examples offer a roadmap. In the area of security clearances, this committee
recognized years ago that security clearances were not being made in a timely manner and that
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this was impeding agency performance. In collaboration with the Office of Management and
Budget, the committee crafted legislative reforms that included graduated time frames by
which background investigations were to be performed and security clearances were to be
granted. in large part because of the committee's efforts, the federal government's security
clearance infrastructure rose to the challenge and met what were originally believed to be
unrealistic time frames. Whatever you think of the process today, improvements resulted from
the committee's efforts.

In another example, after the Federal Funding Accountability and Transparency Act became
law, committee staff were integrally involved in the very difficult process of merging agency
systems into an easy-to-use website that reported financial transactions. There were major
challenges along the way. The eventual website fell short of the Act’s requirements. But at the
time, it was the most comprehensive source of federal financial transactions ever built.
Whatever progress we made was a direct result of what felt at the time like the committee's
constant attention.

in both of these examples, the efforts of the committee were bipartisan. With bipartisan
consensus on a couple of priorities, some big problems could be tackled by the committee’s
efforts. I'm grateful for the opportunity to offer some suggestions on where you might direct
that focus.

Of course, the Government Accountability Office’s work provides a rich source of material from
which to draw suggestions. its inventory of government overfap and duplication and the
accompanying recommendations are a good place to start. GAO's action tracker is a
tremendous tool with which to gauge agency progress. Today, according to GAO, agencies have
addressed 87 recommended actions, partially addressed 187, and have taken no action on 104.
If there is a subset of those 104 recommendations on which you and the Administration agree, |
would expect the committee’s efforts to produce tangible benefits, Likewise, GAO’s biennial
High-Risk list provides excellent oversight targets. At GAQO’s suggestion, the National Academy
of Public Administration is convening agency officials and OMB to share ways agencies have
tackled high-risk areas in the past and gotten off the list. There are common approaches
agencies can take to address these thorny issues. With focused oversight, some agencies or
programs on that list might get the nudge they need to address issues raised by GAO and get
off the list.

The Administration's evidence agenda is an area in which the committee's focus could pay big
dividends. Experience shows that when evaluated using rigorous methodologies, programs are
often found not to be as effective as originally thought at solving whatever problem they are
designed to address. But over the past decade, the Executive Branch has renewed its efforts to
study programs and build a body of evidence of what programs or program approaches work
best. The Administration has launched a number of pilot programs and demonstrations to help
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determine which strategies lead to better resuits from taxpayer investments, aliowing Federal
and State governments to identify the most promising strategies that warrant expansion.
Grants management reforms, pay for success programs, and data sharing are all part of this
ambitious effort to find and expand what works. Today, we know far too littie about which
programs work best. If we can move just a fraction of the government’s investments into more
proven approaches, the results could be dramatic.

While we know little about how programs perform, we know even less about what they cost.
Under current policy, agencies are supposed to report annually what it costs to achieve their
goals. A number of other laws and rules dictate the extent to which agencies measure and
report the cost of their operations. Too few agencies take these efforts seriously, when a study
of the cost of programs would invariably uncover waste that can be eliminated. In a time of
increasing budget austerity, | can think of no better way to find savings than a considered look
at the cost of government agencies and their programs. A lot of the information needed to
form the basis of a program cost estimate is included in the Taxpayers Right-To-Know Act,
which I know is under consideration by this committee. More important than the reporting of
information required by the law would be the use of it to find ways to eliminate waste and
reduce cost in program administration.

One of the areas that’s gotten a lot of attention from this committee in the past is acquisition.
The government is the largest buyer of goods and services in the world. It should have the best
buying workforce in the world. But in each of the biennial surveys of acquisition personnel
Grant Thornton has conducted with the Professional Services Council, respondents identified
workforce resources, capabilities, and training and development of the acquisition workforce as
top concerns. The inappropriate use of acquisition strategies, like lowest priced technically
acceptable, impedes the ability of the acquisition workforce to apply its judgment to the
procurement of goods and services. While statutory reform may be difficult, continued
oversight by the committee could address major concerns with the state of acquisition and the
acquisition workforce.

Wherever the committee focuses its considerable oversight efforts, success will depend on how
clear the goals are and whether you are willing to invest the repeated, persistent attention that
similar endeavors have required in the past. When the committee has set clear goals in
collaboration with the Administration in the past, measurable progress was made. It's a recipe
for success that can produce considerable results.
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Comments of the Sunlight Foundation
Homeland Security and Government Affairs Committee
Improving Federal Program Management and Enhancing Transparency
Thomas Lee
March 31, 2014

Chairman Carper, Ranking Member Coburn, and members of the Committee: thank you for the
invitation to appear before you today to speak about federal program management and

transparency.

My name is Tom Lee and | am the Director of Sunfight Labs, the technical arm of the Sunlight
Foundation. Sunlight is a nonpartisan nonprofit dedicated to using the power of the Internet to
catalyze greater government openness and transparency. We take inspiration from Justice

Brandeis’ famous adage that “Sunlight is said to be the best of disinfectants.”

Our work on technology and accountability has naturally led to a focus on data and its capacity
for improving how government functions. We collect, improve and redistribute a wide variety of
types of government data, serving millions of citizens, journalists, watchdogs and researchers.
In recent years, spending data has become a particular focus for us, most notably through our
analyses of USASpending.gov data quality.

We believe that data about government spending and operations are among the most essential
forms of information that a government can publish. This information is a prerequisite to any
meaningful analytic effort to maximize efficiency or improve the value received for taxpayer
dollars, But its utility extends beyond those important questions. Spending data is one of the
clearest measures that citizens have of their government’s priorities and effectiveness. It serves

as an important antidote to appeals based solely on rhetoric.

We believe that the current administration deserves credit both for its commitment to open data
and for its efforts to reduce duplication and waste. In particular, the effort that began with the
Federal IT Dashboard to reduce unproductive IT spending is worthy of praise. Agency-led IT
projects are particularly prone to failure and in need of stronger oversight. At their worst, such

efforts represent complex, large-appropriation engineering projects that are implemented by



183

contractors and supervised by agency staff that do not have experience managing technical
undertakings. The capabilities and incentives within this dynamic create a high potential for
waste. The administration’s stated commitment to a stronger, centralized supervisory role in

such projects is welcome.

We are similarly pleased to see this committee considering the Taxpayer Right to Know Act.
This legislation promises to expand the information available to both the public and oversight
bodies, and to do so in a way that minimizes the associated disclosure burden. We believe that
the existing programmatic description process conducted in connection to the Catalog of
Federal Domestic Assistance (CFDA) could be expanded to include the data newly mandated by
this act. The CFDA aiready includes some information about programs’ salary costs, statutory
authorizations and accomplishments. Making this reporting more granuiar, uniform and complete
promises to substantially increase the usefulness of the CFDA. And because this reporting
system already exists, we are optimistic that the costs associated with the Taxpayer Right to
Know Act will be minimal.

However, we do wish to urge the committee to consider revisions to the act that would enhance
its clarity and effectiveness. In particular, the difficulty of getting meaningful data from the jobs
reporting requirements of the American Recovery and Reinvestment Act should serve to
underscore the need for imposing a specific, clear methodology upon those reporting such data.
For example, the language in the bill calling for counts of “the number of full-time Federal
employees” rather than “full-time equivalents” is a potential source of imprecision that could
result in data that is difficult or impossible to use effectively.

Simitarly, the bill's definition of “services” specifies a criterion for inclusion based upon direct
benefits to recipients. In the past, a similar provision in the Federal Funding Accountability and
Transparency Act has, in Sunlight's opinion, been used inappropriately by agencies to claim that
certain activities, such as the National School Lunch Program, are completely exempt from
spending disclosure requirements.

Finally, although it is admittedly beyond the scope of the bill as currently written, we urge the
committee to consider addressing agencies’ programmatic contract spending. The data quality

problems of USASpending.gov, the system'’s failure to associate disclosed contract data with
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specific programs, and the opacity and complexity of the federal procurement system can make
it surprisingly difficuit to determine how agencies are using private firms to pursue their
missions. Consider, for example, the initial difficulty in identifying CGl Federal as the vendor
behind healthcare.gov’s troubled launch. Yet anyone who spends time in Washington is sure to
encounter contractors who perform the same work as agency personnel but at much higher
hourly rates. in some cases these arrangements may be well-justified. In others, they may be
the product of agency attempts to ignore personnel hiring and compensation standards, to avoic
transparency requirements, or simply to obfuscate the degree of investment that a program
represents. Collecting and publishing data about the major contracts associated with each
program, their size and duration, and relevant employees’ average compensation rates would

enable oversight bodies to monitor and control program spending far more effectively.

But aithough we believe these alterations could significantly strengthen the bill, we wish to
emphasize our support for the kind of transparency efforts that the Taxpayer Right to Know Act
represents. Recent attention to federal spending data, notably including the DATA Act, promises
to provide Americans with a more accurate accounting of their government's activities, priorities
and options. We believe this will empower policy that is more efficient, equitable and
cost-effective,

We welcome your attention to these matters and encourage you to continue to engage with

transparency issues as they relate to this committee’s work.

Thank you for the opportunity to speak to you today. | look forward to answering any questions
you might have.
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hen we launched this project one year ago, our

goal was to define and articulate a set of re-

forms that would help guide the presidential
management agenda. We started by interviewing some
of the smartest puhlic management experts we know—
seasoned practitioners and pelicy makers who have con-
ceived and implemented government reforms, scholars
who have studied and documented reform efforts for
years, and executives who are driving management inno-
vation in the puhlic and private sectors.

It was immediately obvious that the task was going
to be complicated. Many good ideas were tested during
the past twa decades by the Clinton and Bush administra-
tions. The Obama administration abandoned some and
adopted others in whole or part, and in July 2013 recom-
mitted to strengthening three pillars of its management
agenda—improved service delivery, reducing waste and
saving money, and increasing the transparency of govern-
ment data,

While our experts offered a wide range of differing
proposals for improving government operations, consen-
sus emerged around two basic themes: one, that fiscal con-
straints provide both incentive and opportunity to find
smarter ways of doing the people’s business; two, that the
problems our nation faces—from national security to the
economy to health care—are growing increasingly com-
plex and cannot be solved by any individual agency. Most
challenges today require the collective action of several
agencies and, in many instances, the engagement of local,
state and international partners in the public and private
sectors. The problem is that our government is not set up
to easily achieve such unity of effort and often has mul-
tiple agencies and programs acting separately to achieve
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the same or similar outcomes—a hindrance for both the
employees who must perform government missions and
functions, as well as for those who depend on them.

So the recommendations in this report focus on a
central premise: Our government must take a more coor-
dinated, multiagency, whole-of-government approach—
in other words, an enterprise approach—to the nation’s
most difficult and enduring challenges.

In times of crisis, Americans are very good at rally-
ing around a desired outcome once it has been clearly
defined, Defeat the Nazis. Make sure war-torn Japan and
Europe survive as democratic societies. Win the race to
the moon. Take care of the elderly. Clean the polluted air
and water. Fight terrorism. Crises focus us and unify our
government. Agencies collaborate and act as one, Govern-
ment’s resources are marshaled and applied. But in the
absence of obvious, pressing crises, this unity of purpose
and action is the exception rather than the rule. Given
the nature of the challenges that our government and na-
tion face, that must change. Our bottom line is that gov-
ernment must approach its work as an enterprise every
day to tackle today’s critical challenges. Spur economic
growth. Reduce joblessness. Fix education. Safeguard
food. Halt nuclear proliferation. Secure cyberspace.

By taking a multiagency enterprise approach to those
challenges, we can build on the progress of the past two
decades, improve the overall performance of the federal
government and, in so doing, restore the American pub-
lice's trust and confidence in it

The outcome we seek is a federal government that
acts as a single, integrated enterprise—not a set of discon-
nected agencies and programs—in taking on its biggest
problems.

W}AM&, B»«
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Executive Vice President
Booz Allen Hamilton
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hen Superstorm Sandy wreaked havoc in the

mid-Atlantic region during the fall of 2012, the

Federal Emergency Management Agency co-
ordinated a massive federal response, drawing life-saving
support services from the Department of Defense (DOD),
help for utilities from the Department of Energy (DOE),
housing assistance from the Department of Housing and
Urban Development (HUD), medical teams from the
Department of Health and Human Services (HHS) and
much more.

The response to the destructive hurricane demon-
strated how government can and must act collectively
during a crisis and incorporated the lessons learned from
missteps seven years earlier during Hurricane Katrina.
Perhaps the most important of those lessons was the
need for a comprehensive management framework to
unify federal, state, local and nongovernmental disaster
response efforts. That framework was put in place, and it
proved its worth in the aftermath of Sandy.

But coming together as an enterprise only during
a crisis is not sufficient. Increasingly, the problems our
government faces require that same sort of collective ac-
tion day in and day out. In other words, the remarkable
interagency collaboration we saw during Sandy must
become the rule rather than the exception. However, it
takes more than just a declaration to that effect. As we
learned in the aftermath of Katrina, it takes management
rules, procedures and leadership to enable federal agen-
cies to work in a more unified and coordinated manner.

Historically, the federal government has been struc-
tured with each department and agency having its own
mission. Today’s challenges rarely fit into nice, neat bu-
reaucratic boxes. By virtue of its very structure, the fed-
eral government does not often act as a single enterprise
but typically performs just the way it is organized—as
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separate, largely independent agencies that do not inte-
grate and leverage their resources and expertise toward
a common end.

Examples of such fragmentation are numerous, The
Government Accountability Office’s (GAO) 2013 update
of government operations that are considered to be high
risk cited the 15 agencies that have overlapping respon-
sibility for administering our nation’s food safety laws.
All have different officials in charge, different chains of
command, different budgets and different overseers in
both the executive and legislative branches, despite their
shared, common mission. It is a testament to their com-
mitment to that mission that it is performed so well, but
imagine how much more efficiently and effectively it
could be accomplished (and how much safer our food
supply would be) if the efforts of those 15 agencies were
more integrated and unified.

The GAO also reported that HUD, the Departments
of Commerce and Agriculture, and the Small Business
Administration operate 53 different economic develop-
ment programs for businesses in poor and disadvan-
taged areas. Yet these separate training, counseling, grant
and foan programs seldom work in tandem to meet the
needs of entrepreneurs or taxpayers. These departments
and agencies are attuned to their own missions, budgets,
programs and different congressional authorization and
appropriations committees even though they all have a
stake in a common goal.?

Overlap and redundancy are by no means limited to

quniability Office, Figh m Updare, Feb.
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cross-cutting mission areas. They
also occur with mission-support
functions, such as purchasing goods
and services and cutting payroll
checks. Suboptimal performance,
duplication of effort, inefficiency
and wasted resources are the result.

For example, agencies regularly
pay too much for commodity pur-
chases because they fail to leverage
the combined buying power of the
federal enterprise. Thus, while many
agencies, such as the Department of
Commerce, have consolidated IT
hardware and software purchases
within their own ranks to save mil-
lions of dollars, this same approach
applied across government could
save hundreds of millions of dollars.
Needless duplication and overlap
also abound in the government’s
handling of security clearance back~
ground investigations to determine
suitability for federal biring. Mul-
tiple agencies have made separate
and costly investments in electronic
case management and adjudication
systems for background investiga-
tions instead of working together to
create and use a shared system, ac-
cording to the GAQ.?

The president and the executive
branch must redouble their efforts
to take a more holistic, enterprise
approach to the multiagency mis-
sions and functions of government.

When we say that the federal gov-
ernment should act more like an en-
terprise, we mean that it should bet-
ter integrate and unify the efforts of
the executive departments, agencies,
bureaus and offices to achieve cross-
cutting goals, missions and functions
that individual agencies cannot effec-
tively tackle on their own,

While fully recognizing that
many challenges require the par-
ticipation of state, county and local
governments as well as private orga-
nizations and institutions and inter-
national partners, we have chosen to
limit the boundaries of this report to
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focus specifically on the operation of
the executive branch of the federal
government. However, the enter-
prise approach we advocate is just
as necessary in tackling intergovern-
mental and international challenges,
and just as applicable.

Taking the enterprise approach
does not mean that government mis-
sions and functions must be cen-
tralized. That approach has its own
set of bureaucratic problems. Nor
are we suggesting that current de-
partmental and agency missions be
eliminated or that government be
massively reorganized. History has
shown that restructuring govern-
ment is a politically charged, expen-
sive and time-consuming process
that often has unintended conse-
quences. It typically fails to attack
the root causes of a particular issue
and, most importantly, diverts at-
tention from solving problems that
now mutate faster than any reorga-
nization can match. We need an ap-
proach that is as adaptive and flex-

ible as the challenges it is designed
to overcome,

The enterprise model described
throughout this roadmap meets this
objective. Unlike past management
reforms, it minimizes the need for
legislation or wholesale restructur-
ing. However, it does require more
than interagency committees, coun-
cils and task forces—the traditional
approach when agencies are forced
to work together. It will require cul-
ture change and commitment by se-
nior leaders, as well as investment in
management infrastructure,

The president and the executive
branch can employ this new model
to address national public policy
goals and cross-cutting federal mis-
sions, such as securing our nation
and its borders, protecting our in-
terests abroad, ensuring food safety,
sustaining economic growth and de-
velopment, assuring a well-trained
and educated workforce, fostering
public health, facilitating interna-
tional trade and delivering social



services. Further, applying an enter-
prise approach will increase savings,
result in substantial efficiencies and
improve outcomes in cross-govern-
mental administrative functions
such as the management of finances,
human capital, information technol-
ogy, procurement and real property.
For example, HUD and the De-
partment of Veterans Affairs (VA)
have collaborated successfully on a
goal of ending homelessness among
veterans by 2015, Under the direc-
tion of the departmental secretaries,
teams have coordinated the use of
HUD vouchers for veterans to rent
privately owned housing and target-
ed VA services such as health care,
mental health and substance abuse
treatment, vocational assistance, and
job development and placement. An
interagency team of executives from
VA and HUD leads the effort in tan-
dem, providing the two departments
with weekly updates on voucher use,
along with detailed reports on the
status and recent activity of every
veteran in the program. Both depart-
ments have cooperated to ensure
that resources are being properly
deployed and goals are being met.
The homelessness initiative
came about because of the personal
commitment of two Cabinet sec-
retaries, who sent a strong signal
that the issue was important, made
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clear they wanted their staffs to col-
laborate and sustained their com-
mitment to dealing in an integrated
way with multiple issues affecting
veterans. The administration report-
ed that the program has resulted in
a 17.2 percent decline in veterans
homelessness from January 2009
through January 2012, even in the
face of difficult economic conditions
and a growing veterans population.

We need to institutionalize this
approach as a way of doing business
and make sure it is sustained and not
dependent on the personality and
goodwill of Cabinet secretaries, who
after several years may depart and
leave cross-agency initiatives with-
out a champion.

What we propose is not without
precedent or foundation. The seeds
of an enterprise approach to gov-
ernment can be found in the Gov-
ernment Performance and Results
Act of 1993 (GPRA) and its progeny,
the Government Performance and
Results Modernization Act of 2010
(GPRAMA), Together, these statutes
provide a basis for agencies to work
together in a more coordinated and
cross-cutting way.

GPRA is a watershed law that for
the first time required agencies to set
concrete performance goals, devel-
op strategic plans to achieve those
goals, measure their performance

against them, and report their prog-
ress to Congress, It also required the
Office of Management and Budget
(OMB) to craft a government-wide
performance plan to provide a per-
spective across agencies. OMB did
50, issuing plans in 1998 and 1999 as
part of the federal budget process,
but the initiative was subsequently
abandoned. As one government ex-
pert noted, the government-wide
plan was “a document in search of
an audience” because “no one felt
ownership” in the executive branch
or in Congress.

Times have changed. GPFRAMA
laid the foundation for an enter-
prise approach to government by
requiring the White House to iden-
tify and establish a small number of
high-priority cross-agency policy
and management goals (see follow-
ing page) and to name goa! leaders
to coordinate the activities of the
multiple programs and agencies that
must work together to achieve com-
mon objectives.

The good news is that agencies
and programs have set targets to
meet the overall cross-agency poli-
cy goals. These goals have included
energy cfficiency, job training and
veterans’ career readiness, as well as
management initiatives such as re-
ducing overpayments and strategic
sourcing. While progress has been
made, initial outcomes have been
spotty. High-level administration at-
tention has been missing, and absent
the necessary infrastructure to oper-
ationalize and sustain that attention,
the stove-piped nature of govern-
ment has remained fully intact.

The administration now has a
great opportunity. Without the need
for additional legislation, it can make
enterprise government a reality by
expanding and institutionalizing it,
giving it teeth through strong senior
leadership engagement and commit-
ment, and creating a management
infrastructure,
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The Obama administration’s cross-agency priority goals

As required by the Government Performance and Results Modernization Act of 2010 (GPRAMA), the Obama administration
established 14 cross-agency priority goals requiring collaboration across government. Nine deaf with policy initiatives and five
center on administrative and management issues.

=

Exports
Doubie U.S exports by the end of 2014.

Energy Efficiency
Reduce energy demand.

Job Training

Ensure our country has one of the most
skilled workforces in the world by preparing
two million workers with skills training

by 2015 and improving the coordination
and delivery of job training services.

il
Real Property

The federal government wilf manage real
property effectively to generate $3 billion
in cost savings by the end of 2012,

>«

N
Closing Skills Gaps
Close critical skills gaps in the
federal workforce to improve mission
performance. By September 30, 2013,
reduce by 50 percent the gaps for
three to five critical federal government
occupations or competencies, and close
additionat agency-specific high-risk
occupation and competency gaps.

aN

N

[ open |
and Smail

increase federal services to entrepreneurs
and small businesses with an emphasis on
start-ups, growing firms and smait markets,

As part of expanding al broadband
capabilities, ensure 4G broadband coverage
for 98 percent of Americans by 2016.

w

Veterans Career Readiness

Improve career readiness of veterans.
By September 30, 2013, increase the
percentage of eligible service members
who will be served by career readiness
and preparedness programs from 50
to 90 percent in order to improve their
competitiveness in the job market.

Cybersecurity

Executive branch departments and
agencies will achieve 95 percent
implementation of the administration’s
priority cybersecurity capabilities by the
end of fiscal 2014, These capabilities include
strong authentication, trusted internet
connections and continuous monitoring.

Improper Payments

The federal government will achieve
a payment accuracy rate of 97
percent by the end of 2016.

Strategic Sourcing

Reduce the costs of acquiring common
products and services by agencies’ strategic
sourcing of at least two new commedities
or services in both 2013 and 2014 that

yield a savings of at teast 10 percent.
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Science, Technology, Engineering,

and Math (STEM) Education

in support of the president's goal that the
U.S. have the highest proportion of coliege
graduates in the world by 2020, the federai
government will work with education
partners to improve the guality of STEM
education at all fevels o help increase the
number of wefl-prepared graduates with
STEM degrees by one-third over the next 10
years, resulting in an additional one million
graduates with degrees in STEM subjects.

Sustainability

The federal government will reduce its
direct greenhouse gas emissions by

28 percent and wiff reduce its indirect
greenhouse gas emissions by 13 percent
by 2020 from a 2008 baseline.

Data Center Consolidation

improve information-technology service
delivery, reduce waste and save $3 biliion
in taxpayer dollars by closing at least
1,200 data centers by fiscal 2015,
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dopting an enterprise framework will allow

our government to achieve the results that

the American people demand and position

it to tackle the major challenges facing the

nation. It also will enable government to
better husband its resources and reduce programmatic
fragmentation and overlap. To that end, we have identi-
fied nine overarching strategies that will provide the in-
frastructure and impetus to take the enterprise approach
to scale and ensure that it is not seen or treated as the pet
project of one administration and thus become the first
victim of the next.

In proposing these strategies, the Partnership for
Public Service and Booz Allen Hamilton consulted with
more than 50 current and former public officials, busi-
ness and labor leaders and academic experts to identify
those areas in most urgent need of reform. We built on
management initiatives of the current and past adminis-
trations that are working well and should be continued
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and expanded. Our recommendations largely focus on
what can be done by the executive branch without ac-
tion by Congress, although there are legislative changes
that could improve the effectiveness of the enterprise ap-
proach and that will be needed to make improvements in
the civil service.

As one former federal leader bluntly stated, “No agen-
cy can solve a complex problem by itself anymore. We've
moved into a new era” The Obama administration has
taken a first step toward enterprise government by estah-
lishing a limited number of interim cross-agency priority
goals as directed by Congress under GPRAMA. The law
requires the administration to update these goals when it
submits its 2015 federal budget. However, we believe the
White House should extend the enterprise approach to
a broader array of cross-agency goals, missions and ad-
ministrative functions, and invest in the infrastructure
necessary to ensure that this approach becomes the ac-
cepted norm.
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DEVELOP AN ENTERPRISE
PERFORMANCE PLAN WITH
SENIOR-LEVEL COMMITMENT
TO DRIVE CROSS-AGENCY
GOALS AND MISSIONS

Now that the administration has pi-
loted the initial set of eross-agency
priority goals required by GPRAMA,
it is time for the president to insti-
tutionalize the enterprise model and
take it to scale.

We recommend that he start by
developing--and, more importantly,
publicly committing to—a strategic
enterprise performance plan. This
comprehensive, government-wide
blueprint will identify the broad
array of missions and functions (in-
cluding the top presidential priori-
ties) that can best be achieved by the
whole-of-government enterprise. It
will set outcome- and time-based
goals for enterprise missions and
functions. As discussed in strate-
gies 2 and 3, it will put the necessary
infrastructure and accountability
mechanisms in place to increase the
likelihood those targets are achieved.

As noted earlier, this won'’t be
the first time a strategic enterprise
performance plan has been at-
tempted. The first attempt in 1998
under GPRA got good marks from
GAO, but nonetheless failed in part
because there was no presidential
commitment and no one was in
charge of making sure the plan was
implemented.

The plan should be organized
around enterprise goals to include
the program and policy priorities of
the president, such as reducing the
unemployment rate of veterans. It
also should include enduring mis-
sions and functions, such as assuring
the safety of the nation’s food sup-
ply, that are no less important but
that have come to be expected by
the American people and should not

require presidential attention to en-
sure success or necessarily change
along with administrations.

Each enterprise goal should
have a balanced scorecard of quan-
titative and qualitative performance
objectives that commit the agencies
involved to tangible individual and
enterprise outputs and outcomes.
And each goal and set of perfor-
mance objectives should be specific,
measurable, assignable, realistic and
time limited. Here again, the admin-
istration has laid a solid foundation
for what we propose: It already posts
the current GPRAMA cross-agency
policy and management goals on the
Performance.gov website.

Many experts we consuited ar-
gued that the president’s budget
already serves as the primary blue-
print for administration priorities,
eliminating the need for a strategic
enterprise performance plan. How-
ever, the budget is and always will
be organized by department and
agency—in other words, according
to the government’s stovepipes—and
doesn’t  effectively communicate
presidential priorities to stakehold-
ers. Agency-specific performance
plans won't do the trick, either,
though they have matured during
the two decades since GPRA became
law. Neither addresses cross-agency
missions and funetions and there-
fore cannot substitute for an enter-
prise performance plan focusing on
matters requiring collective agency
activity, and clarifying each actor’s
role in the achievement of the goals.
This approach will begin to address
the fragmentation, overlap and du-
plication of federal programs and ac-
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tivities and, more importantly, serve
as a blueprint for more effective
cross-agency collaboration on those
challenges that are truly enterprise
in nature.

The strategic enterprise per-
formance plan must be owned by
the president and the Cabinet, with
the specifies of its development and
implementation a natural job for the
President’s Management Council
(PMC). And as a public expression
of commitment, the enterprise plan
should be included in the presi-
dent’s annual budget submission. In
the budget, the enterprise perfor-
mance plan will orient the executive
branch, Congress and the public to
an approach that better connects
agency and government-wide costs
0 enterprise results.

The PMC, chaired by OMB’s
deputy director for management,
comprises the chief operating of-
ficers of the executive departments
and agencies (typically deputy sec-
retaries and deputy administrators),
plus the heads of central manage-
ment agencies, such as the Office of
Personne!l Management (OPM) and
the General Services Administra-
tion (GSA). First establisbed in the
Clinton administration, the PMC
traditionally has served as a coor-
dinating body, undertaking rela-
tively few government-wide initia-
tives. It works with other councils,
such as the Chief Financial Officers
Council and the Performance Im-
provement Council, and oversees
the President’s Management Advi-
sory Board, a group of private-sector
chief executive officers appointed by
the president to recommend strate-
gies for implementing best business
practices in government,

The time has come for the PMC
to take more visible charge of the en-
terprise, It is ideally suited to develop
the enterprise performance plan, sup-
ported by staff, and to propose its goals,
outcomes and timetables to the Cabi-
net and, ultimately, to the president,
for ratification and endorsement.
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In addition, the PMC must play
a central role in the plan’s execu-
tion. It must hold officials, including
some in its own ranks, accountable
for turning the various components
into reality through regular and rig-
orous performance reviews for each
cross-agency priority, mission and
management function. Today agen-
cies contributing to the president’s
cross-agency priority goals are pri-
marily focused on their own pro-
grams and initiatives. The plan, with
the PMC as the executing entity, can

bring an enterprise focus.

By taking this approach, the
White House, the PMC and OMB
will send an unmistakable signal
that interagency collaboration on
enterprise goals must become stan-
dard operating procedure and that
agencies will be held accountable
for acting in the interests of the larg-
er federal enterprise. What’s needed
is complete buy-in from top federal
political and career leadership, not
just a directive from the manage-
ment wing of OMB, «

STRATEGY 2

BUILD PORTFOLIOS OF PROGRAMS
ALIGNED AGAINST THE
ENTERPRISE PLAN’S GOALS

The PMC’s strategic enterprise per-
formance plan must align and inte-
grate all of the programs that con-
tribute to a particular goal, taking a
portfolio approach to that alignment.
Such an approach forces a holistic
view of the goal’s constituent pro-
grams and their associated resourc-

es, Thus, the portfolio approach will
unify the efforts of all the agencies
that own those programs.

This involves more than just
inventorying the contributing pro-
grams, as is being done today with
cach of the administration’s cross-
agency priority goals. A portfolio

approach to each enterprise goal
should take those inventories to the
next level, setting the stage for true
integration. The relative resource in-
vestments, risks and results of each
of the various programs in a portfolio
should be considered and analyzed
together, and compared in terms of
their respective contribution to the
enterprise goal and its qualitative
and quantitative outcome measures.
Each portfolio should spell out the
common responsibilities of the
agencies and departments involved
and include the personnel and other
resources needed to achieve the out-
comes of the enterprise goal. Some
programs will be more costly than
others, but their individual results
may contribute more to the larger
goal. Other programs may he more
efficient, achieving better value for
the dollar, but their impact on the
larger goal may be far less apparent.

The portfolio approach will ii-
luminate the strengths and weak-
nesses of existing programs and
identify duplication as well as gaps.
Portfolios of programs, not individ-
ual programs, will become the orga-
nizational approach to collectively
achieve enterprise results.

The state of Maryland is us-
ing this approach to tackle the goal
of reducing potlution in the Chesa-
peake Bay, an effort that involves re-
sponsibilities from multiple depart-
ments, agencies and programs. The
tasks, roles, accomplishments and
sbortcomings of each of the agencies
and programs are grouped together
on Maryland BayStat, a wehsite that
provides for the assessment, coordi-
nation and reporting of the restora-
tion effort. Each month, the gover-
nor and the various departmental
and agency heads meet to assess
progress and chart their next steps.

For a portfolio-based approach
to be effective, the officials who are
being held accountable for achiev-
ing enterprise goals must be able and
willing to independently assess the
programs and resources available to

BUILBING
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achieve it, determine their efective-
ness, and be empowered to recom-
mend changes to the PMC, OMB and
the White House (see Strategy 3).
Those leaders, in turn, must be will-
ing to back the integration of pro-
grams and help in overcoming insti-
tutional and jurisdictional barriers
and other vested interests to further
the common mission objectives.
Here’s an example of an enter-
prise goal and its accompanying
program portfolio, drawn from the
GAQ’s March 2013 list of duplica-
tive and overlapping programs. The
goal—reducing the scourge of ille-
gal drugs—is supported by a host of
federal drug abuse prevention and
treatment programs fragmented
across 15 federal agencies. Of the 76
programs, 59 showed evidence of
overlap. Even more telling is the lack

of integration and alignment.*

Drug prevention and treatment
are supposed to be coordinated by
the Office of National Drug Control
Policy (ONDCP) and could serve as
a model of the enterprise approach.
But the GAQ observed that ONDCP
has not conducted a systematic as-
sessment of prevention and treat-
ment programs to determine the
extent to which they overlap and
where opportunities exist to pursue
coordination strategies to more ef-
ficiently use limited resources. Thus,
while a portfolio-based approach is
necessary to executing the enter-
prise performance plan, it is not suf-
ficient. Tt also takes leadership, a

STRATEGY 3

DESIGNATE AND EMPOWER
ENTERPRISE GOAL LEADERS

Performance plans and portfolios
are important tools to define en-
terprise objectives, but it is strong
leadership that will truly move the
enterprise. Successful execution of
an enterprise performance plan de-
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pends on the designation of expe-
rienced senior officials to serve as
enterprise goal leaders. As a former
Cabinet member told us, “There are
a lot of great plans out there, but if
you dor’t have the right people to

CE | BOOZ ALLEN HAMETON

implement them, they're not going
to get done™

Executive leadership is crucial
and, with rare exception, it must
be focused and full time. The ad-
ministration’s recent effort to better
integrate the various agencies over-
seeing the export of sensitive tech-
nologies provides an object lesson in
this regard. Despite an initial push
from several Cabinet secretaries and
commitment from the White House,
the effort has floundered. While
initial steps were taken to improve
oversight and streamline the inter-
agency process, the status quo re-
mains firmly in place, and the system
is still plagued by poor coordination
and inefficiencies. The GAO con-
cluded that the agencies involved
did not work collectively in a uni-
fied way, and it faulted the Obama
administration for not assigning re-
sponsibility to one agency or leader
for addressing the challenges of the
entire portfolio of export control
programs.

Enterprise goal leaders must
have the skills and savvy-—as well
as the gravitas—to lead multia-
gency initiatives or missions and
coordinate interagency teams. Our
recommendation builds upon the
current GPRAMA construct. Under
that framework, the president has
designated goal leaders for each of
the cross-agency priority goals, and
those goal leaders are responsible
for establishing governance councils
and reporting on progress. How-
ever, we would go further, providing
goal leaders with sufficient hureau-
cratic muscle over their program
portfolios.

Specifically, enterprise  goal
leaders must be expected and en-
couraged to take a holistic view of
their portfolios, independently as-
sess the portfolio’s constituent pro-
grams and provide hard-hitting,
henest-broker  recommendations
through the PMC to OMB and, in
some cases, to the president on
which programs should be contin-



ued, expanded, curtailed or elimi-
nated. Obviously, programs have
their own constituencies within
departments and outside of govern-
ment, and Congress plays a critical
role and can reject administration
recommendations to eliminate or
change programs. As the enter-
prise’s board of directors, the PMC
should assist goal leaders in man-
aging risk, allocating or realigning
resources, pushing cross-functional
integration and providing the po-
litical backing to ensure that each of
the portfolios within the enterprise
performance plan are meeting their
objectives. In order for the PMC to
fulfill these responsibilities, it must
be supported by full-time staff pro-
vided from departments and agen-
cies for extended periods and placed
under the administrative control of
the PMC chairman.

To assure their independence,
we recommend that all enterprise
goal leaders be appointed by the
president. Presidential backing mat-
ters, no matter bow symbelic, and
comes with considerable informal
authority. An enterprise goal lead-
er’s clout may vary depending on the
individual’s stature and the nature
of the enterprise goal. For example,
the enterprise performance plan’s
presidential priorities may be led by
Cabinet secretaries, while a cross-
cutting mission area or support
function may be led by a sub-Cabi-
net appointee Or a senior career ex-
ecutive specially appointed for this
purpose. Regardless of rank, all goal
leaders would bave a performance
contract with the president or the
PMC tied directly to the execution
of the enterprise performance plan.
Non-political executives—those
drawn from the career SES as well
as those recruited from outside the
federal government—would serve
under special five-year-term critical
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pay appointments.®

We do not recommend that en-
terprise goal leaders be given formal,
chain-of-command authority over
the programs and agencies in their
respective portfolios. That would
engender massive reorganization,
require controversial legisiation and
elicit overt and covert resistance
from government officials and legis-
lators who would view it as a threat
to the status quo.

So how are enterprise goal lead-
ers to be held accountable for a set
of programs without having formal
authority over them? How can an
enterprise goal leader expect to get
anytbing done? Enterprise goal lead-
ers will have to demonstrate special
enterprise leadership® skills that
include the ability to lead without
formal authority, build and leverage
interorganizational networks and
social capital to exercise informal
influence, and facilitate interagen-
cy collaboration through a shared
sense of mission. These interagency

-
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leadership skills are not commonly
developed in political or career gov-
ernment executives, so it will take
deliberate effort to prepare a cadre
of leaders with these enterprise
skills if this approach is to succeed
(see Strategy 4).

Even though we do not recom-
mend giving enterprise goal leaders
formal authority over the programs
and the agencies in their portfolios,
we would provide them with other
powerful but more nuanced levers of
bureaucratic power. To start, the fact
that they have a direct reporting line
to the PMC and the president will
give them considerable sway, and
their role as honest brokers for the
PMC and OMB will add to that influ-
ence. We would go further by giving
them an opportunity to recommend
modifications to budget submissions
of the programs in their portfolio, as
well as any major program-related
regulations those agencies prapose.
To avoid duplication, we also would
have them approve major IT sys-
tems their programs propose to ac-
quire. Finally, we would give them
the right to provide input to the per-
formance evaluations of the agency
executives in charge of their constit-
uent programs.

It also is critical to provide goal
leaders with full-time staff. As one
OMB official told us, many of today’s

LDING THE ENTERFRISE




cross-agency goal leaders have man-
aged to make progress even though
they have other major responsibili-
ties and no staff support. We can’t
change the fact that some enterprise
goal leaders will have other jobs, but
they can be allocated staff to oversee
and coordinate the portfolio, includ-
ing senior career executives to serve
as their deputies. Without staff sup-
port, goal leaders will be at the
merey of the programs they oversee.
That said, we do not advocate the
allocation of new staff resources to
support goal leaders. Rather, staff
would be drawn from the manage-
ment of the portfolio’s constituent
programs.

Theése levers  notwithstand-
ing, enterprise goal leaders still will
need to build consensus among the
agency and program executives in
their portfolios, as well as other key
stakeholders, on common objectives,
strategies, performance and out-
come metrics. HUD and DOE took
that approach in 2009, agreeing on
how they would jointly coordinate
the use of stimulus funding to im-
prove energy efficiency of existing
homes, That agreement was docu-
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mented in a written memorandum
of understanding signed by the two
Cabinet secretaries, with each de-
partment’s role, responsibilities
and obligations spelled out in detail,
Agreeing on mutual expectations, as
well as setting ground rules for mak-
ing and enforcing decisions and re-
solving disputes, preempts conflict
and makes interagency collabora-
tion far more likely. As one federal
official said, it is critical to set up a
system to “communicate, coordinate
and compromise” =

DEVELOP CAREER ENTERPRISE
EXECUTIVES TO LEAD CROSS-
CUTTING MISSIONS AND FUNCTIONS

The successful federal enterprise
cannot depend on just Cabinet and
sub-Cabinet appointees to lead it
To be sure, we expect that the presi-
dent will appoint his most trusted
Cabinet secretaries and sub-Cabinet
officials to lead presidential priori-
ties included in the enterprise per-
formance plan. However, there are
only so many of those appointees to
go around, If the concept of enter-
prise is ever to get to scale, career
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executives will have to be utilized.
Some may be called upon to serve
as the day-to-day deputies of Cabi-
net-level goal leaders, whose official
responsibilities preclude full-time
focus. Other career executives may
be asked to do even more, taking di-
rect charge of cross-cutting mission
areas and support functions.

Are today’s career executives
up to it? Enterprise cxecutives, with
interagency experience and govern-
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ment-wide focus, are exactly what
had been envisioned when the fed-
eral Senior Executive Service {(SES)
was created 35 years ago. However,
that vision has never become a re-
ality, With few exceptions, today’s
senior executives are agency-centric
in experience and orientation, as or-
ganizationally stovepiped as the gov-
ernment they serve. Most have re-
mained in the same agency for their
entire careers, promoted for their
technical skills and never moved
across or out of that organization to
broaden their experience or exper-
tise. The result: Few are equipped to
lead the enterprise.

This must change if the concept
of enterprise is to succeed. Senior
career executives must be devel-
oped with an enterprise perspective
and the ability to demonstrate the
enterprise leadership skills enumer-
ated earlier. This development must
hegin before senior executive status
is awarded. The intelligence agen-
cies offer an example. Following the
tragedy of 9/11 and revelations about
the lack of communication among
the intelligence agencies, the com-
munity now requires all executive
candidates to complete one or more
interagency assignments of at least a
year in duration, as well as specific
training in interagency leadership
before they can be promoted to se-
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nior ranks. In effect, the intelligence
agencies require a sixth enterprise
leadership Executive Core Quali-
fication, in addition to the five now
mandated by OPM for promotion
into the SES.

We believe OPM should make
interagency or intergovernmental
experience and enterprise leader-
ship competencies mandatory in
order to be selected for the SES.
Doing so will take more than just a
policy declaration. This will require
an enabling infrastructure to bro-
ker interagency assignments. It also
will require an enterprise executive
performance appraisal system to
ensure censistent treatment Of can-~
didates as they move from agency to
agency, a policy OPM has just insti-
tuted for all of government. In ad-
dition, SES candidate development
programs need to he far more robust
and far more enterprise-focused
than today.

Perhaps the most important
enabling mechanism would be the
establishment of an Enterprise Ex-
ecutive Resources Board (EERB) to
develop and manage government’s
most senior leadership talent. Today
every agency has its own Executive
Resources Board (ERB) chaired by a
senior appointee such as the deputy
secretary or equivalent, comprising
the agency’s top political and career
executives and responsible for de-

veloping and selecting SES members
and assigning them to key agency
leadership positions. Given the
agency-centric focus of ERBs, it’s no
wonder there is no interagency ex-
ecutive mobility. The only enterprise
element of the current senior execu-
tive development and selection pro-
cess is an OPM qualifications review
of all new SES members to ensure
they meet the five mandatory core
qualifications.

The executive resources board
model can be applied at the enter-
prise level, The White House should
establish an EERB chaired by OMB's
deputy director for management,
comprising PMC members, OPM’s
director and some of government’s
most respected former career exee-
utives. Their job would be to identify,

evaluate and assign a select number
of career SES members for enter-
prise posts, such as deputies to Cabi-
net- or sub-Cabinet-level enterprise
goal leaders, or goal leaders in their
own right. Not every SES member
would qualify—the elite pool man-
aged by the EERB would be limited
to those with interagency experi-
ence and demonstrated enterprise
leadership skills. Those in the pool
would compete for prestigious en-
terprise leadership positions.

Enterprise executives drawn
from career SES ranks, as well as
those selected from outside govern-
ment, would serve five-year-term
presidential appointments, be com-
pensated at critical pay levels and
have performance contracts with
the PMC. At the conclusion of their
terms, enterprise executives with
carcer SES status could remain in
their current enterprise executive
positions, be assigned to other such
positions or return to career SES po-
sitions in their home agencies. All
of these actions would be overseen
by the EERB, but administered by
OPM executive resources staff. The
EERB also would monitor the bench
of enterprise-qualified senior ex-
ecutives and even aspiring SES can-
didates (GS-14s and -15s) to ensure
that there is an adequate pipeline of
talent to fill enterprise positions as
they turn over. »

ESTABLISH AN INDEPENDENT
OFFICE OF EVALUATION TO ASSESS
ENTERPRISE PERFORMANCE

Goal leaders and enterprise execu-
tives must be able to rigorously eval-
uate their portfolios of programs,
determining which ones are work-
ing and which are not. However, two
decades after the advent of GPRA,
the federal government is struggling

to measure program performance.
Government programs and govern-
ment officials tend to focus on the
budget or the numbers of people
served, but they are much less likely
to try to link those measures to real-
world outcomes.

BUILDING THE ENTERPRISE
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For example, it is easy to docu-
ment how much money is budgeted
for a particular job training program,
how many training classes that mon-
ey buys, the number of people who
apply for and complete classes and
even the number who get jobs. How-
ever, it is difficult to determine cause
and effect, that is whether trainees
got jobs as a resuit of the program.

We recommend the establish-
ment of an Office of Evaluation, in-
dependent of agencies, within the
Executive Office of the President or
OMB, to conduct rigorous perfor-
mance assessments that will deter-
mine if programs are meeting their
goals. This information will assist
enterprise goal leaders, the PMC
and OMB in making judgments on
program effectiveness and on ways
to make improvements, As one gov-
ernment official observed, “What
has struck me is how few program
evaluations are really done. There
are 47 employment training pro-
grams and only four have had any
evaluations. There are some 18 food
and nutrition programs and only
three of them have had any substan-
tive evaluations. It’s very difficult to
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deal with the problems if you don’t
know which programs are working
well and which ones are not”

The evaluation office should be
positioned, staffed and funded to
take full advantage of today’s revo-
iution of big data, with access to the
government’s vast data resources
and an analytic staff of the best and
brightest evaluators.

The office must be positioned
to evaluate the portfolios of related
programs, rather than just one or
two in isolation, and make judg-
ments on how they contribute col-
lectively and separately to a particu-
lar outcome to provide goal leaders
with informed assessments.

Since evaluation of government
programs can easily become en-
snared in politics, the office must be
led by a respected career executive
on a seven-year term and admin-
istratively firewalled from outside
influence. Only then can it help goal
leaders make hard calls.

In keeping with objectives of
transparency and public account-
ability, the office should provide
access to full performance data on
portfolios and their programs on

the Performance.gov website, unless
classified or containing persenally
identifiable information. The mis-
sion of the assessment office won't
be easy. One interviewee noted that
assessing and measuring whether
programs are producing results will
take “relentless, sometimes even
ruthless, follow-through”

To get the attention of depart-
ment and agency officials account-
able for programs, the evaluation
office should issue program score-
cards to make the results of the
evaluations clear and impactful. The
George W, Busb administration used
a scorecard to measure agency prog-
ress and effectiveness in each of its
five management reform areas. One
interviewee noted that President
Bush regularly asked Cabinet mem-
bers about their red, green or yel-
low status on the scorecard. “I don’t
know how much he knew about
it, or how much the Cabinet heads
knew about it, but they knew they
didn’t want to be red or yellow. It got
people’s attention.” The system used
easily understood stoplight ratings—
green for success, yellow for mixed
results and red for unsatisfactory. »

The five strategies recommended sa far focus on improv-
ing the effectiveness of departments and agencies as
they confront today’s cross-cutting mission challenges.

The enterprise approach aiso will produce order-of-mag-
nitude improvements in efficiency by compelling agen-
cies to integrate across the resource base of the gov-
ernment as a whole. By treating commoniy purchased
goods and services as elements of a federal commons,
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rather than agency property, the enterprise approach
will accelerate nascent efforts to reduce duplication, The
enterprise will feverage economies of scale and provide
or procure better, cheaper common goods and services
ranging from email and data storage to personnel and
payroll support, and aimost everything in between. The
approach aiso will rebuild the civil service as a more co-
hesive and agile corps. The following are strategies to ac-
complish these goais.
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ANAGE INFORMATION TECHNOLOGY
AS A TRUE ENTERPRISE RESOURCE

Information technology services are
among the most common services in
government. Every agency provides
arange of them, from email and data
storage to desktop support and serv-
er farms. Most recently, agencies
have begun deploying cloud-based
applications to support everything
from time-keeping to supply-chain
management. With few exceptions,
these services follow the traditional
stovepiped model of government,
with each agency approaching and
duplicating them separately. This
situation represents a perfect op-
portunity to achieve real efficiencies
by taking an interagency, enterprise
approach to common IT services.

Today the government spends
roughly $80 billion annually on IT—
$55 billion of it on operating and
maintaining existing systems, the
rest on buying and developing sys-
tems. Duplication is rampant and
opportunities for enterprise savings
are huge.

The Obama administration has
directed all federal chiefinformation
officers to take a shared approach
to providing IT resources, The C10
Council’s Federal Information Tech-
nology Shared Service Strategy, is-
sued May 2, 2012, directs agencies to
“move from independent silos of ca-
pability (some of which are duplica-
tive) toward an integrated matrix of
shared services that provide IT ca-
pabilities across the entire agency””
The administration also has direct-
ed agency chief operating officers
to lead annual IT portfolio reviews,
known as “PortfolioStats,” to shore
up or end those that are performing

poorly and eliminate those that are
duplicative or not well aligned with
agency missions or business func-
tions. The process was designed to
achieve a savings of 10 percent in IT
costs for each agency, 5 percent of
which could be given back to agen-
cies to reinvest in citizen-facing,
cyhersecurity or employee engage-
ment projects, according to Federal
CIO Steven VanRoekel.

The administration’s shared
services strategy directs agencies
to begin by consoclidating commod-
ity IT services such as help desks,
email, print and website manage-
ment, online collaboration and mo-
bile/wireless services, and provid-
ing them as shared services within
agencies. Then, agencies are to ex-
pand the shared-first approach from
commodity IT to mission-support
IT used in government-wide func-
tions, such as financial and records
management. When a business case,
including a cost comparison, shows
it makes sense to outsource to a
cross-agency IT shared service pro-
vider, agencies are expected to do so

rather than standing up or continu-
ing agency-specific systems.

This plan for cross-agency
shared IT services is a move in the
right direction, but it needs to be
more aggressively pursued. The
focus on enhancing IT capability
should be expanded into a portfolio
approach to all IT resources across
the federal enterprise, not just with-
in agencies.

‘We recommend that the federal
chief information officer and the
CIO Council give more power and
cohesion to these cross-agency ef-
forts by leading the development
and execution of a true enterprise
information technology strategy as
an initiative under the enterprise
performance plan described in Strat-
cgy 1. This strategy should bundle
IT shared services into portfolios
(for example, an email portfolio or a
cloud portfolio) and designate goal
leaders to maximize each portfolio’s
enterprise value, functionality, effi-
ciency and effectiveness.

This does not necessarily re-
quire a monolithic approach. But it
does mean that 1T, including physi-
cal assets such as data centers and
server farms, will be considered
enterprise or whole-government as-
sets, not the property of individual




agencies. Such enterprise IT ser-
vices could be supported by a multi-
vear funding mechanism to ensure
that agency customers have a voice
and a choice in the services and pro-
viders available.

The advantages of an enterprise
IT approach are especially appar-
ent when it comes to data centers
and the cloud. Faced with a prolif-
eration of underutilized agency data
centers, the administration in 2010
announced a Federal Data Center
Consolidation Initiative calling for
closure of 1,200, or 40 percent, of
the federal government’s 3,133 data
centers by the end of 2015. The ini-
tiative directed agencies to increase
utilization to 60 percent in the cen-
ters that remain. By the end of fiscal
2012, 500 centers had been closed.
Even more savings and efficiencies
could be achieved by consolidating
data center capacity and increasing
utilization across the federal enter-
prise, not just within agencies.

An enterprise approach to cloud
computing also can yield compara-
ble efficiencies. In 2010, the White
House required agencies to adopt a
cloud-first policy when considering
new information technology acqui-
sitions. It required agencies to move
IT data storage and applications
from their local servers to networks
of remote servers hosted on the In-
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ternet, known as cloud computing.
But as with data centers, the focus
has involved individual agencies
moving information to the cloud
rather than multiple agencies shar-
ing the same cloud computing re-
sources. The enterprise potential of
cloud computing is significant.

For example, the 17 agencies
of the intelligence community are
considering ways to break their IT
silos and operate a single, ultra-se-
cure cloud for the entire community,
with CIA and the National Security
Agency {(NSA) as central providers,
The National Geospatial—Intelli-
gence Agency and the Defense Intel-
ligence Agency are expected to pro-
vide desktop services, while the NSA
is expected to be a central repository
for computing applications. This
interagency initiative, if embraced
by the community, could reduce IT
spending through elimination of re-

dundant acquisition, operations and
maintenance costs.

Under the central coordination
of the Office of the Director of Na-
tional Intelligence, the inteiligence
community also deployed a com-
mon, classified email system across
17 agencies and six Cabinet depart-
ments. Similar interagency enter-
prise approaches are not just pos-
sible, but imperative, for many if not
most common 1T services.

We applaud and support ad-
ministration initiatives so far to
consolidate 1T within agencies. But
these initiatives need coherence
and greater emphasis to expand to
an interagency approach. With the
right platform, management struc-
ture and funding, the services and
functions included in the adminis-
tration’s efforts be could be provided
across agencies. s

STRATEGY 7

TAKE SHARED SERVICES TO SCALE

While an enterprise approach to IT
services is a positive step in and of
itself, it has the added advantage of
providing the interagency IT infra-
structure te support shared person-
nel, financial management and oth-

I BOOZ ALLEN HAMILTON

er mission-support services. This
enables the expansion of shared
services from purely back-office
transaction processing to more so-
phisticated services. In so doing, the
federal government could finally re-
alize the full potential of the Bush
administration’s functional Lines
of Business (LoB) initiative, under
which federal organizations provide
administrative services for a fee to
other agencies.

The first sets of LoBs were es-
tablished by OMB in 2004, focusing
on business systems common to ail
agencies, such as payroll, person-
nel action processing and basic ac-
counting. OMB required agencies
to conduct a cost-benefit analysis of
their various support functions. If it
showed that outsourcing a suppaort
function to one of the interagency
shared services providers was cost-
effective, then the agency was ex-



pected to take that step.®

By 2009, almost all federal
payroll services were consolidat-
ed among four government-wide
shared services providers, and OPM
named five interagency providers
for personnel services. Today OMB-~
approved interagency shared ser-
vices providers include the Interior
Department’s Business Center, the
Agriculture Department’s National
Finance Center and seven others.
These providers offer shared ser-
vices for budget formulation and
execution, geospatial data, informa-
tion systems security and financial
and grants management, in addition
to personnel and payroil services.

For the most part, LoB shared
services providers have focused on
leveraging common business sys-
tems such as human resources and
financial management to provide
interagency customers with back-of-
fice and transaction-processing sup-
port. This includes such core admin-
istrative services as cutting payroll
checks and processing promotion
actions, posting debits and credits
to an agency’s operating ledger and
tracking procurement contracts.

The original promise of shared
services providers has not been met.
The vision was that they would as-
sume even more of the government’s
commeon administrative workload,
including labor-intensive functions
such as the interaction between a
manager and a personnel specialist
before a promotion decision is made
and processed. Now it is time to real-
ize that promise.

Additional enterprise cfficien-
cies are possible. For example, the
Air Force has consolidated many of
its personne! support services for
active-duty and reserve military
members as well as civilan employ-
ces, using a sophisticated combina-
tion of online self-service applica-
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tions, automated voice-response
systems and live personnel special-
ists to provide near full-time cover-
age for the department’s worldwide
force of nearly 500,000.

The Internal Revenue Service's
Agency Wide Shared Services orga-
nization provides similar consolidat-
ed personnel services, such as staff-
ing, labor and employee relations, for
its nationally deployed workforce of
more than 100,000, If such services
can be provided on this scale within
complex, diverse and geographically
dispersed agencies, they can be pro-
vided as an enterprise portfolio to all
agencies.

The DOD's maore than three mil-
lion military and civilian personnel
are paid through a single integrated
payroll system. Its 800,000 civil-
jans are covered by a single human
resources information system.” Yet
civilian employees still are served
by more than 100 separate person-
nel offices, each providing similar
services under almost the same per-
sonnel rules using a common hu-
man resources information system.
This situation is ripe for consolida-
tion. And the Pentagon could offer
the service on an enterprise basis to
other agencies.

The other HR shared services
providers, such as the Treasury De-
partment and the National Finance
Center, can and should follow this
same path. They already provide
transaction-level support to mul-
tiple agencies and could build upan
that success to offer additional per-
sonnel services to their interagency
customers at significant savings,

such as drafting job applications.
Personne! services are not the
only area ripe for an enterprise ap-

proach. The Obama administration
has issued a shared-first policy for
financial services information tech-
nology systems. On March 25, 2013,
former OMB Comptroller Danny
Werfel directed all agencies to use
one of the approved shared services
financial management providers to
modernize their core accounting
systems.

According to Werfel, “the cost,
quality and performance of federal
financial systems can be improved by
focusing government resources on
fewer, more standardized solutions
that are implemented and operated
by more experienced staff” Shared
services provided using standard-
ized financial systems will reduce
the risks of large, lengthy financial
management system implementa-
tions and make federal finances
more accurate and more transpar-
ent, Werfel said. OMB also plans to
ensure that financial shared services
centers use common standards and

requirements so agencies retain
the flexibility to migrate among
providers.

This is exactly the sort of enter-
prise approach to shared services
that is needed—leveraging common
functional requirements, business
systems and IT infrastructure to
provide mission support in mul-
tiple agencies, Indeed, these efforts
should be expanded under the aus-
pices of an enterprise goal leader
for each of the LoB portfolios, with
those goal leaders charged to take
them to the next level of enterprise
efficiency and effectiveness. n
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ADOPT AN ENTERPRISE
APPROACH TO THE ACQUISITION
OF GOODS AND SERVICES

Historically, the federal government
has taken a decentralized, agency-
centric approach to buying goods
that practically every organization
needs, In short, the government has
not taken full advantage of its collec-
tive purchasing power to get the best
deal for the taxpayer.

Here’s a graphic example: Buy-
ing individually, agencies spend
more than $500 million a year on
cleaning products through nearly
4,000 contracts with 1,200 different
vendors. One agency paid $32 for a
case of paper towels, while another
paid $61 for the exact same product.*®
Why shouldn't every agency know
about and take advantage of the
lower price? This is what enterprise
strategic sourcing is all about—agen-
cies using their collective buying
power ta drive down the prices they
pay for common goods and services.

Here, too, there is good news.
Beginning with the Bush adminis-
tration and continuing under Presi-
dent Obama, the federal government
has begun to take a more strategic
approach to sourcing. However, it
has focused on consolidating acqui-
sition strategies and contracts at the
department level, rather than across
the federal enterprise. We advocate
the latter. The government, under
the leadership of the Office of Fed-
eral Procurement Policy (OFPP)
and GSA, should rapidly expand the
scope of enterprise strategic sourc-
ing, employing goal leaders, partfo-
lios and cross-cutting accountability.

Already, GSA has implemented a
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Federal Strategic Sourcing Initiative,
It currently covers four categories
of common products and services:
office supplies, domestic parcel de-
livery, print management and wire-
less telecommunications services.
Through the initiative, agencies
have saved more than $200 million
on office supplies since July 2010, In
fiscal 2011, the domestic parcel de-
livery services program saved more
than $31 million over what agencies
were paying separately for the same
services.

GSA plans to add 10 strategic
sourcing categories through 2015,
To give this effort even more impe-
tus, OMB last year created a leader-
ship council to expand the initiative
and directed each agency to name a
strategic sourcing official and source
at least two new products a year in
2013 and 2014. This council has been
charged with identifying five new
commodities and services a year
through fiscal 2014, along with exec-
utive agents to develop the contracts.

This is fine as far as it goes, but
it is a cautious approach. To move

strategic sourcing from being a best
practice to a mandate, the president
should designate the head of OFPP
as the federal chief acquisition of-
ficer (CAO) with administrative au-
thority equivalent to the federal CIO.
The federal CAO should develop and
execute a comprehensive enterprise
acquisition strategy. That strategy
should include goals for responsibly
expanding enterprise-wide strategic
sourcing for common goods and ser-
vices, consolidating multiple-award
contracts, making prices transparent
and increasing share-in-savings con-
tracting where appropriate. Achiev-
ing these goals will drive down the
prices and improve the quality of the
myriad goods and services the gov-
ernment buys. The EERB, in con-
sultation with the CAQ, also should
designate enterprise goal Jeaders for
each of these initiatives.

The enterprise acquisition strat-
egy should greatly enhance the fed-
eral government’s enormous buying
power. It should consolidate the gov-
ernment’s demand for commeodities,
such as cleaning products, to obtain
massive quantity discounts.

For goods and services that
aren’t amenable to strategic sourc-
ing, government still can take an
enterprise approach by making the
results of all transactions available
to all government buyers and sellers.



And it’s not just pricing information
that is valuable.

For many years, agencies only
had access to other agencies’ pro-
curement data through the Fed-
eral Procurement Data System and
USASpending.gov. They can find
only high-leve! information, such
as total amounts spent on contracts,
contract type, the name and loca-
tion of vendors and ordering officers.
More granular information, such as
the labor costs embedded in a par-
ticular service contract, is far more
useful but difficult to find. Agencies
rarely share the details beyond what
is publicly available so that others
can take advantage of their lessons
learned. Though some of the infor-
mation is proprictary, much can be
shared.

For example, GSA could create a
government-wide collaboration site
identifying upcoming solicitations
and existing agency hlanket pur-
chase agreements so other agencies
could see whether an item or service
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already has been, or is in the pro-
cess of being, procured by another
agency.

These improvements are mov-
ing in the right direction, but they
could be driven faster and more
comprehensively under the direc-
tion of an enterprise goal leader and
team charged with lifting the veil on
prices, costs, successful negotiation
strategies and other procurement
techniques across all agencies.

Strategic sourcing, expanded
use of multiple-award contracts,
procurement and pricing transpar-
ency all can he applied at the depart-
ment or agency level for positive
effect. But for tens of thousands of
commonly purchased goods and ser-
vices, they work best and save more
money when they are applied across
the enterprise. Without a govern-
ment-wide CAO and enterprise goal
leaders to drive these strategies, they
are not likely to happen rapidly or
comprehensively. n

BUILD AN ENTERPRISE
CIVIL SERVICE SYSTEM

The proposals outlined thus far re-
volve around a comman themes lead-
ing and managing the whole of gov-
ernment as an integrated enterprise
with a cross-cutting strategy, man-
agement infrastructure and leader-
ship. But none of these strategies
will be successful without also tak-
ing an enterprise approach ta man-
aging government’s most important
resource—its peaple. This requires
the federal civil service to be rebuilt,
modernized and better integrated to
confront cross-agency program and
poliey priorities.

Today’s federal civil service sys-
tem is obsolete. Its major compo-
nents were last retooled more than
four decades ago. The civil service

today reflects the needs and charac-
teristics of the last century’s govern-
ment work and workforce, not those
required for today’s complex, inter-
agency challenges.

A revitalized and revamped civil
service system should ensure that
federal agencies can attract, moti-
vate and retain skilled, energized
and engaged employees who can be
deployed where needed to support
the enterprise without compromis-
ing core civil service principles that
have defined the American civil ser-
vice since its inception-—merit, polit-
ical neutrality, veterans preference,
due process, collective bargaining
and non-discrimination. These val-
ues are inviolable and should guide

and govern every federal agency.

The system should be based on
state-of-the-art human capital prac-
tices, with a market-sensitive com-
pensation system, recruiting and
hiring practices in line with today’s
career patterns and a reward system
that reinforces high performance.

The current system, codified in
Title 5 of the U.S. Code, is federal in
name only. As it has aged, agencies
hoth large and small have broken
from its ranks, cutting their own
deals with Congress for personnel
flexibilities to further their unique
missions. The list is long, ranging
from DOD and the Department of
Homeland Security—which have
not fully used the flexibilities they
were given--to the Internal Revenue
Service, the 17-agency intelligence
community and the agencies that
oversee the banking and financial
services industries. The result is a
balkanized system of “haves”—agen-
cies whose human capital systems
have been exempted from general
civil service rules~and “have-nots,”
those still mired in laws and rules
first established in 1949, Employees
working in “have-not” agencies can-
not transfer to “have” agencies with-
out competing, even at the senior
executive level.

Significant changes are needed
if we expect the federal government
to act as an enterprise. This doesn’t
mean a system that mandates one-
size-fits-all rules or forces the “have”
agencies back in the box. Rather, it
means taking advantage of the les-
sons learned by agencies that have
broken free from Title 5 to develop
a civil service system up to the chal-
lenges of 21st-century government.

The Partnership for Public Ser-
vice and Booz Allen Hamilton will
release a detailed framework for
this new enterprise civil service
system later this year, but given its
importance to our overall enterprise
strategy, its basic architecture and
approach are warth describing here,

Upon adopting the core anchor-

BUILD!



ing principles, we would construct
a set of common policies and prac-
tices that are so fundamental that
they, too, should cover every federal
agency, regardiess of mission or cir-
cumstance—for example, a common
but modernized job classification
system to ensure generally equal pay
for equal work across agencies and
a common, market-based compen-
sation regime tied to that classifica-
tion structure to ensure parity with
the U.S. labor market. A common
senior executive corps—today there
as many as seven—would foster in-
teragency mobility and the develop-
ment and deployment of the cadre
of leaders so critical to enterprise
government.

The enterprise civil service sys-
tem we propose is not rigid. There is
too much variety—in statutory base,
size and scope, mission, constitu-
ency and budget—across the federal
enterprise to force lockstep unifor-
mity. Instead, it would balance com-
monality at the core with built-in
agency flexibility. Thus, agencies
would be given considerable discre-
tion—more so than today’s rules al-
low—to tailor elements of the com-
mon structure to meet their own
unique needs so long as they stay

206

true to the system’s foundational el-
ements and parameters.

For example, we would permit
agencies to customize salary rates
for mission-critical  occupations,
promotion and career patterns, per-
formance management policies and
a host of other workplace practices,

Consistent with today’s demon-
stration authority, we would afford
agencies the authority to customize
even components that are intended
to be common across the enterprise,
subject to collective bargaining
where required. An agency would
earn approval to operate a custom-
ized system by demonstrating high
mission  performance, including
employee engagement and high in-
ternal integrity, as well as by show-
ing that it has the human capital and
leadership capacity necessary to op-
erate responsibly outside the lines.
This autonomy would have to be pe-
riodically reexamined and renewed.

Such a civil service system
would improve the ability of the
enterprise to recruit and retain our
nation’s best and brightest talent.
Nonetheless, much would depend
on the substance of the human capi-
tal policies. And if there is one lesson
we have learned over the decades
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since the last time the civil service
system was modernized, it is the im-
portance of strategic human capital
planning.

Thus, OPM should devise an
enterprise strategic human capital
plan with consuitation from enter-
prise goal leaders and ratified hy the
PMC. The plan would have two pri-
mary purposes. First, it would look
into the near- and medium-term fu-
ture to address critical, cross-cutting
human capital challenges affecting
most agencies—for example, recruit-
ing and retaining talent in cyberse-
curity and science, technology, engi-
neering and math.

The second purpose would be to
continuously assess the enterprise
efficacy of human capital policies
and strategies. This rarely is done
today.

OPM evaluates individual de-
partments and agencies, mostly from
a compliance standpoint. But it has
not stepped back to evaluate from
a whole-of-government perspec-
tive regarding how well the Gen-
eral Schedule classification system
stacks up against state-of-the-art
private-sector practices, the effects
of pay freezes on retention or the
value of tuition loan repayment on
recruiting talent. Such comparisons
largely have been left to the GAO or
the Merit Systems Protection Board.
Both do a credihle job, but their stud-
ies rarely translate into action.

This would change under an
enterprise strategic human capi-
tal planning process that regularly
considers such issues, assesses their
impact on the ability of agencies and
enterprise goal leaders to recruit
and retain talent, and proposes and
puts into effect medium- and long-
term steps to address human capital
needs. s
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n July 8, 2013, President Obama told his Cabinet

to develop an “aggressive management agenda

.. that delivers a smarter, more innovative and
mare accountable government for its citizens.”

The president said he wants this agenda ta build on
his first-term objectives: the delivery of services that citi
zens expect in smarter, faster and better ways; identifi-
cation of new ways to reduce waste and save taxpayers’
money; and an increase in transparency by opening huge
amounts of government data to the American people.

We wholeheartedly agree with these goals, but be-
lieve the administration has the opportunity to go even
further by embracing the strategies in this report. The
president could accomplish all he has outlined and a great
deal more by taking a coordinated enterprise-wide ap-
proach to managing government missions and internal
operations rather than relying on the narrow prograni-
and agency-centric framework now in place.

In fact, the Obama administration is pursuing many
elements of it already, The Government Performance and
Results Modernization Act of 2010 provided a foundation
for moving government in this direction, and the admin-
istration has named goal leaders who are implementing a
series of cross-agency priority goals, OMB and GS$A are
spearheading an expansion of strategic sourcing, and the
federal CIO and CIO Council are helping agencies find
economies and efficiencies through shared services and
resources,

CONCLUSION

What remains is to join these disparate efforts into the
aggressive agenda the president seeks and to drive them
to full-scale execution. President Obama and his man-
agement team can accomplish this by making enterprise
government the focal point of management reform. This
will take sustained attention, enthusiastic evangelism,
powerful leadership and unity of purpose. Though much
of what we recommend is within the power of the execu-
tive branch to attain, truly achieving enterprise govern-
ment will take coordination and consultation with those
members of Congress who value and support improved
government performance and some legislative changes.

The success of this management agenda depends on
the care, dedication, talent, expertise and evidence em-
ployed in crafting the enterprise performance plan that
is at its core. Drafting it must be the top priarity of the
President’s Management Council and a key accomplish-
ment of the Cabinet and White House staff. Enterprise
government cannot endure unless the president and the
management council name a cadre of excellent, capable
and intrepid goal leaders. And they cannot overcome the
stovepipes of current agency structure without a willing,
well-prepared, mobile and modernized civil service.

These are not small changes. They will not be
achieved without collaboration and contention. Yet they
are unavoidably necessary lest we fail in effectively per-
forming government’s eritical missions. No single agency
can accomplish any one of them alone, especially in this
era of austerity.
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SAMPLE PORTFOLIO: FEDERAL DRUG TREATMENT AND PREVENTION PROGRAMS

The table below offers a look at just a portion of what would be included in an enterprise portfolio—in this case, a listing
of the multiple departments, agencies, programs and their roles in federal drug treatment and prevention programs, As
reported by the GAQ in March 2013, federal drug abuse prevention and treatment programs are fragmented across 15
federal agencies that administer 76 programs that are all or in part intended to prevent or treat illicit drug abuse. Of the
76 programs, 59 had evidence of overlap.

AGENCY AND SUBAGENCY

NAME OF PROGRAM

PROGRAM TYPE

Department of Defense Drug Demand Reduction Program N/A
0OD civitian agencies Civilian Empioyee Drug-Free Workplace Program Prevention
Naticnal Guard Bureau National Guard Bureau Prevention, Treatment and Outreach Program Prevention
U.S. Air Force Air Force Drug Demand Reduction Prevention
U.S. Army Army Substance Abuse Program Prevention and treatment
U.S. Marine Corps Marine Corps Community Services Substance Abuse Program Pravention
U.S. Navy Navy Alcohot and Drug Abuse Prevention Prevention
Substance Abuse Rehabifitation Program Treatment
Department of Justice
Bureau of Prisons Community Transitionat Drug Abuse Treatment Treatment

Drug Abuse Education

Pravention and treatment

Naon-Residential Drug Abuse Treatment Treatment
Residential Drug Abuse Treatment Treatment

Drug Enforcement Administration Demand Reduction Program N/A

Office of Justice Programs Drug Courts Treatment
Enforcing Underage Drinking Laws Pravention
Justice and Mental Health Collaboration Pragram N/A
Residential Substance Abuse Treatment Treatment
Second Chance Act Adult Offenders with Co-Occuirring Treatment
Substance Abuse and Mental Health Disorders
Second Chance Act Family-Based Adult Offender Substance Abuse Treatment
Treatment Program, Planning, and Demonstration Projects

Department of Transportation

Federal Aviation Administration Employee Drug and Alcohol Testing Program N/A
Flight Attendant Drug and Alcohol Program N/A
Human intervention Motivation Study N/A

National Highway Traffic Drug impaired Driving Program N/A

Safety Administration
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AGENCY AND SUBAGENCY NAME OF PROGRAM PROGRAM TYPE
Department of Education 21st Century Community Learning Centers N/A
Safe and Supportive Schools N/A
Save Schools/Heaithy Students Prevention
Executive Office of the President
Office of National Drug Control Policy  Anti-Doping Activities Prevention
High intensity Drug Trafficking Areas N/A
Youth Drug Prevention Media Program Prevention
Federat Judictary
Administrative Office of the U.S, Courts  Court Ordered Substance Abuse Testing and Treatment Treatment
Department of Health and Human Services
Heaith Resources and Heaith Center Program N/A
Services Administration
Ryan White HIV/AIDS N/A

indian Health Service

Urban indian Health Program Title V 4-in-1 grants

Prevention and treatment

Alcahol and Substance Abuse Self Determination Contracts

Prevention and treatment

Methamphetamine and Suicide Prevention initiative

Prevention and treatment

Youth Regional Treatment Centers

Prevention and treatment

Tele-Behavioral Health Activities

Prevention and treatment

Substance Abuse and Mental Health
Services Administration (SAMHSA)

Access to Recovery

Treatment

Assertive Adolescent and Family Treatment

Prevention and treatment

Capacity Buiiding initiative Prevention
Center for the Application of Prevention Technelogies Prevention
Community-Based Coalition Enhancement Grants Prevention
Drug Free Communities Mentoring Program Prevention
Drug Free Communities Support Program Prevention
Ex-Offender Reentry Treatment
Fetal Alcohot Spectrum Disorders Centers for Excelience Prevention

Grants to Serve Young Children and Famities
Affected by Methamphetamine

Prevention and treatment

Historically Black Colleges and Universities Grant

N/A

Homeless Grants for the Benefit of Homeless individuals

Treatment

Minority AIDS Initiative Targeted Capacity Expansion

Prevention and treatment

Minority HIV Prevention Prevention
National Adult Oriented Media Public Service Campaign Prevention
Native American Center for Excellence Prevention
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NAME OF PROGRAM

PROGRAM TYPE

SAMHMSA (cont.) Partnership for Success Prevention
Physictan Clinical Support System Project-Buprenorphine N/A
Physician Clinical Support System Project-Opioid N/A

Residential Treatment for Pregnant and Post-Partumn Women

Prevention and treatment

Ready to Respond Prevention
Recovery Community Services Program Treatment
Screening, Brief intervention and Referrai to N/A

Treatment-Medical Schools/Residency

State Screening, Brief intervention and Referral to Treatment

Prevention and treatment

Strategic Prevention Framework State Incentive Grants

Prevention

Substance Abuse Prevention and Treatment Block Grant

Prevention and treatment

Targeted Capacity Expansion General Grants to Expand Care N/A
Coordination Using Heaith information Technotogy
Targeted Capacity Expansion General Technology Assisted Care Treatment
Treatment Drug Courts-Aduits Treatment
Treatment Drug Courts-Juvenile Treatment
Treatment Drug Courts-Adult {Joint with the Treatment
Bureau of Justice Assistance)
Treatment Drug Courts-Juvenile (Joint with the Office Treatment
of Juvenile Justice and Delinguency Prevention)
Underage Drinking Prevention Education Initiative Prevention
Department of Housing and Emergency Solutions Grants N/A
Urban Development
Supportive Housing Program N/A
Housing Opportunities for Persons with AIDS N/A
Department of Labar
Employment Training Administration Job Corps N/A
Department of Veterans Affairs
Veterans Health Administration Substance Use Disorder Outpatient Program Treatment
Substance Use Disorder Residential Program Treatment
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CONTRIBUTORS

Admiral Thad Alfen
Executive Vice President, Booz Allen Hamilton
Former Commandant, U.S, Coast Guard

John Berry
Former Director
Qffice of Personnel Management

Jonathan Breul
Former Executive Director
iBM Center for the Business of Government

Lisa Brown
Former Executive Director
Office of Management and Budget

Dustin Brown
Acting Associate Director for Performance
and Personnel Management
Office of Management and Budget

Tom Davis
Former U.S. Representative, Virginia

Ed DeSeve
Senior Feflow, James MacGregor Burns Academy
of Leadership, University of Maryland
Former Deputy Director, Office of Management and Budget

Frank DiGiammarino
Director, innovation and Global Expansion, World
Wide Public Sector, Amazon.com
Former Senior Advisor, Office of Strategic
Engagement, White House

Gene Dodaro
Comptrotier General
U.S. Government Accountahitity Office

W, Scott Gould
Former Deputy Secretary
U.S, Department of Veterans Affairs

Stephen Goldsmith
Daniel Paui Professor of Government, John
F. Kennady Schoot of Government
Former Mayor of Indianapolis

Todd Fisher
Global Chief Administrative Officer
KKR & Co., LP.

Leon Fuerth
Executive Dirgctor, The Project on Forward Engagement
The George Washington University
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Frank Hodsoft
President, Resource Center for Cultural Engagement
Former Chairman, National Endowment for the Arts

Kenneth Juster
Managing Director
Warburg Pincus

Don Kettl
Dean, School of Public Policy
University of Maryland

John Koskinen
Director, Board of Directors, The AES Corporation
Former Non-Executive Chairman, Freddie Mac

Vivek Kundra

Executive Vice President of Emerging Markets, Salesforce.com, Inc.

Former Federal Chief information Officer

Chris Mihm
Managing Director for Strategic issues
WS, Government Accountabilify Office

Elizabeth McGrath
Deputy Chief Management Officer
U.S. Department of Defense

Sheitey Metzenbaum
Founding President, Voicker Alliance
Former Associate Director for Performance and Personnel
Management, Office of Management and Budget

Tom Monahan
CEC
Corporate Executive Board

Sue Myrick
Farmer U.S. Representative, North Carofina

Sean O'Keefe
Chairman and Chief Executive Officer, EADS North America
Former Administrator, Nationat Aeronautics
and Space Administration

Paul Posner

Director, Center on the Public Service, George Mason University
Former Managing Director, U.S. Government Accountability Office

Steven Preston
Former Secretary
U.S. Department of Housing and Urban Development

Franklin Raines, i
Former Chairman and CEQ
Fannie Mae
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Charles Rossotti
Former Commissioner
Internai Revenue Service

Lynn Scarlett
Visiting Scholar and Co-Director, Center for Management
of Ecological Wealth, Resources for the Future
Former Deputy Secretary, U.S. Department of interior

Hannah Sistare
Former Executive Director
Voicker Commission

Matt Sonnesyn
Director of Research
Business Roundtable

Dan Tangherlini
Administrator
General Services Administration

David Walker
President and CEO, Comeback initiative
Former Comptrotter General, U.S.
Government Accountability Office

Darrell West
Vice President and Director, Governance Studies
The Brookings institution

Danny Werfet
Acting Commissioner. internal Revenue Service
Former Controlfer, Qffice of Management and Budget

Steve VanRoekel
U.S. Chief Information Qfficer and Administrator,
Office of Electronic Government
Acting Deputy Director for Management
Office of Management and Budget

Bocz Alien Hamiiton

Ron Sanders, Vice President

Dave Mader, Senior Vice President

Mike Isman, Vice President

Gordon Heddell, Senior Executive Advisor
John Cataneo, Senior Associate

Chris Long, Principat

Partnership for Public Service

Lara Shane, Vice President for Research and Communications
Max Stier, President and CEQ

Sally Jaggar, Project Lead and Strategic Advisor

Seth Melling, Assaciate Manager

Bob Cohen, Writer/Editor

Bevin Johnston, Creative Director

Anne Laurent, Seniar Program Manager
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Post-Hearing Questions for the Record
Submitted to Max Stier
By Senator Claire McCaskill

“Management Matters: Creating a 21% Century Government — Part II, Outside Views”

March 31, 2014

One of the management ideas that was supported by a number of panelists at the hearing was
reform of the civil service, including the Senior Executive Service (SES).

1) What do you believe are the biggest impediments to recruitment and retention of private
sector workers who might be interested in serving as senior executives within the federal
bureaucracy?

According to data from OPM for the first three quarters of FY 12, just eight percent of new
executives were hired from outside government. The other 92 percent of executives moved up
from within their agency to the SES, the majority hired from the same subcomponent.

The Partnership published a report with McKinsey & Company in July 2013, called “Building
the Leadership Bench,” which examined the leadership pipeline for the SES. In our report, we
found that one of the greatest barriers to attracting talent from outside government at the
executive level is the federal hiring process. The majority of agencies do not allow candidates
to apply with a traditional resume. Instead, most agencies require candidates to submit lengthy
narratives that explain how they meet the Executive Core Qualifications (ECQ’s), which are
incredibly time consuming. This lengthy application process turns top talent away, especially
when senior-level talent is accustomed to applying for a job in any other sector with a resume.
This administration has mandated resume-based hiring for the General Schedule and we would
like to see them do this for the SES, as well. Congress could also signal its support by passing
legislation requiring agencies to accept resumes for executive positions, at least for the first
round of consideration.

We also found that job announcements are often written in a way that discourages external
candidates from applying. For example, a job announcement should not require non-essential
cxperience that only a current federal employee is able to attain, such as “experience
implementing the Paperwork Reduction Act,” as one interviewee told us. Agency executive
resource staff and hiring managers should work together to ensure that SES job descriptions
reflect the essential skills and previous experience necessary for the position.

When agencies do hire executive talent from outside government, it is critical that they provide
a robust onboarding experience to help them acclimate to the federal environment. We believe
mentoring can play a critical role, as well. The absence of either or both of these can serve as
an impediment to the retention of highly qualified executives who have private sector
experience.

One of my biggest ongoing concerns with the SES pay for performance system is that SES bonuses
have come to be seen as a right rather than a reward for exceptional performance.

2) Is there any evidence that pay for performance has improved either the SES applicant
pool or agency performance?
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The pay for performance system for senior executives is intended to incentivize agencies to
make meaningful distinctions in performance and reward those employees who have done
exceptional work. However, there is an argument to be made that the pay for performance
aspects of the SES pay system have never been given a chance to work over a sustained period
of time due to the difficult and uncertain fiscal environment for a number of years. We have
seen executives undergo pay freezes, limits on bonuses and a temporary hold on the
Presidential Rank Awards, for example.

Many executives report that pay is not a huge factor in joining the SES. Federal employees

often take on increasing levels of responsibility at the executive level and, as a result of pay
compression, even with bonuses they may make significantly less than their counter parts in
the private sector.

However, we also know that executives want to be recognized and rewarded for the hard work
they do in a way that is fair and transparent. According to Partnership analysis of the Federal
Employee Viewpoint Survey, pay is one of the top three drivers of employee satisfaction and
commitment among the SES, If employees feel appreciated and satisfied with their workplace,
they will be more likely to give their discretionary effort on the job, which will ultimately
impact organizational performance.

Ultimately, we believe that if given a chance, and with appropriate resources and a strong
performance management system in place, the pay for performance system will improve
agency performance.

Are there lessons for the government that can be taken from how the private sector
measures the performance of individual managers?

In large, high-performing private sector organizations, managers’ success is based not only on
their ability to deliver profits and achieve organizational goals, but also on their demonstrated
ability to lead and manage people. For example, long-standing, admired companies like
General Electric have a tradition of defining and quantifying key measures of “leading people”
(i.e., employee satisfaction, direct reports’ results, etc.) in executive performance contracts.
Even new economy tech companies like Google take people management seriously. In fact,
Google performed an in-depth analysis of their leaders’ business results and discovered that it
was a manager’s ability to lead people that led to the greatest business successes in the
company. As a result, they re-engineered their leadership recruiting, hiring, training/coaching
and performance management to focus on assessments and measurements around effectively
managing and leading people.

While Icading pcople is increasingly one element in the performance standards for federal
executives and managers, it can and should be given greater weight. This is especially reievant
for government since delivering profits is not a factor and, for many agencies, even achieving
measurable outcomes can be challenging. Some federal agencies, such as the Department of
Transportation (DOT), are placing a heavy emphasis on leading people. In 2012, the DOT was
the most improved large agency in the Partnership’s Best Places to Work rankings. According
to senior leaders at DOT, one of the reasons they have been most successful in improving
employee satisfaction is that they hold their leaders accountable in their performance plans for
managing people and for taking steps to address satisfaction and commitment in the
workplace.
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To facilitate similar improvements across government, we encourage Congress to pass
legislation mandating all executives be held accountable as part of their performance standards
for actions specifically linked to improving the engagement and performance of their
subordinates. This should include a specific requirement for taking actions to either improve
the performance of poorly performing employees or, when needed, for removing those
employees from their positions if they cannot or will not perform at an acceptable level.
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