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INTRODUCTION

Rep. Dan Burton, Chairman, House Committee on Government Reform, conducted the hearing. Ranking Minority Member Henry Waxman; Rep. Ed Schrock, Rep. John Duncan, III; Rep. Steven LaTourette; Rep. Butch Otter; Rep. Tom Davis; Rep. Connie Morella; Rep. Paul Kanjorski; and Rep. Eleanor Holmes Norton attended the hearing.

Witnesses were:

Panel 1

Mitch Daniels, Director, OMB

Panel 2

Sue Bostrom, Senior VP of the Internet Solutions Group, Cisco Systems

Curt Kolcun, E-Government Director, Microsoft

Panel 3

Joel Willemssen, Managing Director, IT Issues, GAO

Jim Flyzik, Acting Assistant Secretary for Management and CIO, Dept. of Treasury

John Mitchell, Deputy Director, US Mint

John Osterholz, Principal Deputy CIO, Department of Defense

Norma J. St. Claire, Director of Information Management for Personnel and Readiness, Department of Defense

The objective of the hearing was to assess agency progress in complying with requirements of the Government Paperwork Elimination Act (GPEA), which was enacted as Title XVII, Div. C, P.L. 105-277 on October 21, 1998. 

Not later than five years after enactment (by October 21, 2003), Executive agencies are to provide for the option of the electronic maintenance, submission or disclosure of information, when practicable, as a substitute for paper and for the use and acceptance of electronic signatures.

Mr. Mitch Daniels, Director, OMB, said agencies reported there are close to 6,000 transactions covered by GPEA that do not yet have an electronic option. About 45% claim they will currently meet the October 2003 deadline with most complying in 2003. Of the remaining 55%, a little over half have a reasonable argument for not making the deadline.

Representatives from Oracle and Microsoft provided information on their perspectives for taking advantage of the power of the Internet to transform business operations.

· Over the past 7-8 years Oracle, has used the Internet to transform every aspect of the way it does business--from travel and expense reimbursement to how it services customers.

· The Microsoft representative suggested that the first phase of Internet implementation was initially focused on government agencies and organizations creating a Web presence, that phase two began when some government sites made simple forms available on-line to simplify paperwork for citizens and that phase three, the digital transformation phase, is where the greatest opportunity lies.

The following are extracts from member opening statements and witness statements. Key questions/answers are included with each panel.

CHAIRMAN DAN BURTON

In 1998, we passed GPEA. The idea was to get agencies to let people file Government forms electronically. We asked them to have electronic filing for their most important and most widely used forms by October 2003.

We want to accomplish two things.

First, we want to see if agencies are complying with GPEA. We want to see if they are taking this mandate seriously and doing what is necessary to make electronic filing happen.

Second, we want to go beyond GPEA. We want to see if agencies are thinking strategically and making wise information technology investments. We want to know if they are really taking a hard look at the way they do business, to see if there is a way it can be done more efficiently.

We have some good success stories out there. The U.S. Mint is one of them. They used to have lots of individual computer systems that could not communicate with each other. 

Over a 12 month period, the Mint changed their entire computer system. Now, everything is compatible

.

Today, coin collectors can order Mint products on-line and receive them in two weeks compared to two or three months previously.

We looked at the Defense Department’s filing. It was not very complete. There was not any evidence of any strategic planning.

In the private sector, billions of dollars have been saved by using information technology. 

We have two witnesses from two of the leading high-tech companies in America. They are going to tell us how they did it.

RANKING MINORITY MEMBER HENRY WAXMAN

GPEA, just like the Paperwork Reduction Act which it amends, attempts to reduce the paperwork burden placed on the public by the Federal Government.

It has yet to be demonstrated whether electronically submitting information reduces the number of burden hours it takes people to complete required submissions. However, it may have other benefits such as easy access to forms or relief from the cost of postage.

PANEL 1

MITCH DANIELS, DIRECTOR, OMB

GPEA is a strong statutory driver for electronic government, which is a Government-wide priority for this Administration. 

The Federal Government can secure greater services at a lower cost through electronic government, and can meet high public demand for re-engineered e-services. 

Currently, the Government lacks long-term planning and coordination of IT investments that could deliver greater efficiencies in and across programs.

The Government currently spends roughly $45B annually on IT, but a great deal more needs to be done in order to expand the President’s vision of a "Citizen-centered" Government that transforms each agency’s Web presence.

OMB’s role under GPEA is to oversee agencies’ progress in moving their transactions to an electronic form. 

Agency heads were recently instructed to include certain Government-wide management priorities in their own strategic plans, one of which called for expanding e-government. 

Later this summer, we intend to release a Management Agenda that will clarify this issue, explaining how we can expand use of the Internet to make the Government more "Citizen-centered" and to achieve greater efficiencies in providing Federal information and services, improving connectivity between the Government and the public.

To drive this agenda forward, a week ago he named Mark Foreman to serve as Associate Director for Information Technology and E-Government. In this new position in OMB and the Administration, Mr. Forman will work to fulfill the President’s vision of using the Internet to create a citizen-centric Government.

There are Government-wide initiatives underway to maximize the benefit of electronic government. 

FirstGov is a Government Web site that took the first step in providing the public with easy, one-stop access to all online U.S. Federal Government resources. 

In addition, work is underway to develop a Government-wide Public Key Infrastructure to allow electronic signing while preserving security and privacy.

Agency progress in going electronic is mixed. Agencies report there are close to 6,000 transactions covered by GPEA that do not yet have an electronic option. About 45% claim they will currently meet the deadline with most complying in 2003. Of the remaining 55%, a little over half have a reasonable argument for not making the 2003 deadline.

Upon evaluating specific agency plans for complying with GPEA, it is clear some agencies are not prepared. 

Some agencies are not yet operating an acceptable IT capital planning process. OMB guidance to agencies is to prioritize projects by net-benefit. IT capital planning is the method they must use.

The Environmental Protection Agency, the Department of Treasury and the Department of Housing and Urban Development have developed solid plans for meeting objectives of GPEA. In many instances they have matched GPEA objectives to the goals of their IT capital planning process and information architecture. 

Conversely, the Department of Health and Human Services, the Department of Defense and the Department of Justice submitted plans to OMB that indicate these agencies have not fully adopted the goals of GPEA and do not have an agency-wide commitment to moving into the electronic arena.

OMB’s major focus will be where there are high volumes of transactions of transactions not yet re-engineered to take advantage of electronic transmissions (Department of Treasury, the Social Security Administration, the Department of Veterans Affairs and the Department of Agriculture perform a large percentage of the major transactions that are not yet electronic.

Another area of high interest to OMB is to uncover duplicative reporting requirements and areas where programs can share the information they collect.

PANEL 1 Q/As

Q.1 Chairman Burton. Who is going to be in charge of reviewing agency decisions?

A.  Director Daniels. The Deputy Director for Management (DDM) will have this as a principal responsibility. We have filled every job except the DDM. In meantime, we recruited the head of the National Academy of Public Administration, Robert O’Neill, to help out. Mark Foreman will be reporting in next week. Also, we need to look at intra-departmental compatibility.

Q.2 Chairman Burton. Is anyone working with the technology companies to find out what is needed to ensure compatibility?

A. Director Daniels. The CIO Council is the principal group to do this. I have come to the conclusion that standardization and compatibility are good solutions.

Q.3 Ranking Minority Member Waxman. The Department of Justice seems to have concerns about using digital signatures.

A. Director Daniels. This is one of the obvious areas that must be discussed. The President is placing a lot of emphasis on the need to ensure privacy.

Q.4 Ranking Minority Member Waxman. The Paperwork Reduction Act of 1995 is up for renewal next year. Will the Administration be sending recommended changes?

A. Director Daniels. Do not know when, but know the Administration will have recommendations.

Q.5 Ranking Minority Member Waxman. The Department of Defense (DOD) is not doing well to implement the Government Performance and Results Act (GPRA). What will your Administration do to get DOD on board?

A. Director Daniels. We will certainly ask DOD to get on board. The President has designated GPRA as one of his five top management priorities. 

Q.6 Rep Schrock. Did Mint create its own programs? Why can’t others duplicate this?

A. Director Daniels. That is a very important point. This Government doesn’t transfer learning very well. In business it is a grievous malfeasance not to share across the organization. This should not be hard to do in Government.

Q.7 Rep. Duncan. Think some times computer companies sell a bill of goods. Don’t you think computer purchases should be cost effective?

A.  Director Daniels. Good capital planning processes will identify the rate-of-return. Think this will help steer away from the "latest and greatest". Think agencies should plan for simple, standard technology.

PANEL 2

SUE BOSTROM, SENIOR VP, CISCO SYSTEMS

My group at Cisco has been working over the past 3 ½ years with leaders in both the private and public sector to accelerate the success of Internet initiatives—taking the lessons learned and experiences from Cisco and the private sector and how the Internet can be used as a tool for meeting organizational goals with real bottom line measurable results, such as improved customer or constituent satisfaction and increased productivity.

What we have found is that it is no longer only the CIO or networking manger who wants to understand what technology does, but rather, business leaders, governors, prime ministers--who want to understand what technology can do to improve competitiveness and meet the expectations of an ever increasing global economy.

From a private sector perspective, more companies have begun to view information technology and the Internet as a productivity tool, not a cost center.

Over the past 7-8 years, Cisco has used the Internet to transform every aspect of the way we do business—from travel and expense reimbursement to how we service our customers. 

Today, 92% of all our orders are placed over the Internet and over 80% of our customer questions are 

answered on-line. Customers can configure their products on-line, pay for them, track the progress of them being built and then track the shipping number so they know exactly when their products will arrive. No waiting on hold in a call center or waiting until our offices open but rather self-service tools that have contributed to a 25% increase in customer satisfaction over the past few years. 

The Internet has allowed us to radically rethink how we operate and mange our business, and in addition, increasing customer satisfaction has been improving our effectiveness. The bottom-line impact for Cisco last year was over $1.4B on a revenue base of over $18B.

Cisco and other commercial companies have developed Return on Investment (ROI) models and simple metrics to create or quantify the impact of using technology as an enabler. These models are applicable to government organizations—direct cost savings, cost avoidance, and in some agencies, increased revenue and increased citizen satisfaction.

Eliminating paper should probably be considered only the baseline for what is possible within Federal agencies given today’s technology. 

The goal should be to eliminate handoffs—the bottlenecks that now slow down so many processes. 

· How can workflow and approval processes be completely redesigned –with the Internet as an enabler? 

· How can Federal organizations take their early presence on the Web and their basic capabilities to on-line transactions and truly push the envelope—to exceed citizen expectations-in terms of customer care-that’s the new frontier?

We have witnessed 5 key success factors that define those public sector organizations that are able to identify breakthrough Internet opportunities and initiatives and drive them to successful implementation. In order of priority, they are:

1-Strong, visible, sustained leadership for Internet initiatives.

2-Support in terms of budget or funding model.

3-Accountability of functional owners to drive change (business and IT objectives must be aligned, not the job of the CIO alone).

4-Enterprise priorities and architecture—need to build the scalable, standards-based highway so that any type car (or application) can be successfully deployed to meet the expectations of internal and external constituents today and in the future, usually requiring on CTO or CIO calling the technical shots across the organization.

5-Ruthless execution—small, 90-120 day projects that can be implemented and results assessed and corrective actions taken.

While these 5 factors are easy to define, they can be challenging to implement and will require the drive and support of committees such as yours that can break through perceived barriers and silo thinking to ensure that the maximum return on IT and Internet initiatives are delivered to both citizens and employees.

  

CURT KOLCUN, DIRECTOR, E-GOVERNMENT, MICROSOFT CORPORATION

E-government is a deceptively simple term to describe something remarkably broad. Essentially, E-government is about doing the business of government better, more efficiently and more effectively. That is, to do more, better, for less.

The first phase of the information age revolution brought about by the Internet was initially focused on government agencies and organizations creating a Web presence. We have seen the results of this phase in the plethora of Web sites and pages created and, sometimes, the difficulty of even the savviest Internet users face trying to find the information they need to interact with government.

Phase two began when some government sites made simple forms available on-line to simplify paperwork for citizens and businesses, and to streamline intra-government processes. I would characterize the current state of E-government as being in Phase two. Federal as well as state and local governments are now taking steps to put their forms on-line including, in some cases, the ability to complete and submit forms electronically. For example IRS’ E-File program processed more than 40 million income tax returns this spring, companies can electronically file their financial statements with the SEC and U.S. District Courts recently implemented electronic filing and on-line access to court documents.

The final phase of the E-government transformation, and the one in which the greatest opportunity lies, is Phase Three: The Digital Transformation Phase. It is with this phase that governments will be able to interact with their customers by accepting electronic forms, information requests and payments over the Web. The digital economy will be represented by new constellations of computers, devices and services all working together to deliver broader, richer solutions to everyday challenges. Government agencies will be able to share data, integrate their processes and join forces to offer comprehensive solutions to citizens.

At the heart of the Digital Transformation phase is the extensible Markup Language (XML). 

XML is an open industry standard managed by the World Wide Web Consortium. 

As developers become more familiar with XML, they are moving beyond simply using it for data. With the help of XML-based technologies such as Simple Object Access Protocol (SOAP-which enables applications to interoperate over the Internet) and Universal Description, Discovery and Integration (UDDI-which gives businesses and government a standard way to describe their services and connect automatically), the industry is creating a new type of software that uses XML to provide Web-based services. Because XML services break down the distinctions between the Internet, standalone applications and computing devices of every kind, they enable government and businesses to collaborate to offer an unprecedented range of integrated and customized solutions—solutions that enable their customers to receive and act on information any time, any place and on any device.

It is in government’s interest to reach its citizens through as many service-provider channels as possible, and public portals can reach as many citizens in one day as a government Web site can in a month or more.

As an example, the United Kingdom Cabinet Office recently embarked on a groundbreaking new project to deliver secure Internet transactions to citizens and businesses. This UK "Government Gateway" is a key step to meeting the Prime Minister’s target of getting all government services online by 2005. The first stage in the Government Gateway involves connecting businesses with three departments—the Inland Revenue Department, the Customs and Excise Department, and the Ministry of Agriculture, Fisheries and Food. The government’s aim is simple. When a Briton needs to send a Value Added Tax (VAT) form to the government. He or she simply uses an Internet-based VAT application, fills in the forms and hits the send button. The information is electronically signed and relayed to the Government Gateway which authenticates it and redirects it to the appropriate Customs and Excise system. Farmers and businesses are also able to carry out farm subsidy transactions and send end-of-year payee information.

At the core of the UK Government Gateway is XML technology that enables forms to be submitted via a variety of channels to different government departments, all running different legacy systems. All the interfaces--Web site, portal, digital TV, Kiosk—will send information to the UK Government Gateway in the XML language. The business rules in the Gateway then dictate where and how that information should be directed. Where necessary, the Gateway has the capability to transform that information into a format which can be understood by the destination system.

PANEL 2 Q/As

Q.1 Chairman Burton. You said you need to be a benevolent dictator?

 A. Ms. Bostrom. There needs to be some level of standardization established. This allows a certain amount of autonomy. A group gives input, but a decision must be made to proceed.

Q.2 Chairman Burton. You mentioned the UK Gateway?

A. Mr. Kolcun. The Government of UK system was designed to support 60M users. Their approach was for standardization in XML using a secure, framework gateway.

Q.3 Chairman Burton. You are suggesting our Government use a similar approach?

A. Mr. Kolcun. That is correct.

Q.4 Chairman Burton. The UK Government completion date is 2005?

A. Mr. Kolcun. That is correct.

Q.5 Chairman Burton. What goals do we need to establish?

A. Ms. Bostrom. Be sure and establish the top priorities to achieve the greatest impact in the shortest period of time.

A. Mr. Kolcun. Agree with Sue. Should focus on a few systems to give maximum success. 

Q.6 Rep. Kanjorski. Security is important.

A. Mr. Kolcun. In the UK, they decided on a PKI approach with digital certificates.

Q.7 Rep. Kanjorski. You suggested defining something that is achievable.

A. Ms. Bostrom.  Believe the challenge the public sector faces is similar to the private sector. Need to define things that can be done quickly within a framework. There needs to be accountability so that agency heads can be held responsible.

Q.8 Rep. Tom Davis. We think that GPEA implementation is uneven. Can you give examples of what can be done?

A.  Mr. Kolcun. In putting something on-line you must consider the process and must have a strong organization that can move things forward.

A. Ms. Bostrom. You must establish priorities. You must find out the two or three key things that need to be accomplished. Would put a lot of emphasis on near term results.

Q.9 Rep. Morella.  In order to receive and store information on citizens, we must comply with security and privacy laws.

A. Mr. Kolcun. Same laws could apply in Government and the commercial world.
PANEL 3

JOEL WILLEMSSEN, MANAGING DIRECTOR, INFORMATION TECHNOLOGY ISSUES, GAO

The Chairman of the House Government Reform Committee requested the GAO to report specifically on the efforts of three agencies to meet requirements of GPEA , as reflected in the plans the three agencies submitted to OMB. The three agencies are the Department of Treasury, Environmental Protection Agency (EPA) and the Department of Defense (DOD).

The plans submitted by Treasury and EPA generally provide the kind of information that was specified in OMB’s July 2000 guidance. However, DOD’s plan did not include a description of the department’s overall GPEA strategy and, in some cases, the data provided for specific information collections may be inaccurate, incomplete, or duplicative.

Officials of all three agencies said that they faced challenges in complying with GPEA, particularly with regard to implementing adequate security assurances for sensitive electronic transactions and in planning for and implementing computer network infrastructures. 

Further, OMB will be challenged in providing oversight of agency GPEA activities because the plans submitted by the agencies do not document key strategic actions, nor do they specify when they will be undertaken.

Taken in isolation, the plans do not provide sufficient information to assess agencies’ progress in meeting the objectives of the Act.

To address this issue, OMB may wish to require agencies to report on major agencywide activities, including specific planned tasks and milestones and the rationale for adopting them.

Mr. Willemssen’s complete statement is contained in: Electronic Government, Selected Agency Plans for Implementing the Government Paperwork Elimination Act GAO-01-861T June 21, 2001.

JIM FLYZIK, ACTING ASSISTANT SECRETARY FOR MANAGEMENT AND CHIEF INFORMATION OFFICER, DEPARTMENT OF TREASURY

Mr. Flyzik briefly reviewed the various E-Government initiatives of the Department of Treasury. These include:

· The Financial Management Service (FMS) Pay.gov, which is an Internet portal and transaction engine that offers a package of electronic financial services to assist agencies with on-line financial transactions. 

· Treasury hosts the Information Technology Investment Portfolio System (I-TIPS), which is a Government-owned system that is available to all Federal agencies for use in their capital planning and budgeting activities. 

· Savings Bond Direct allows citizens to buy a savings bond on a 24 X 7 basis through the Internet using a credit card. 

· Treasury Direct Electronic Services allows individuals to directly manage their investments in Treasury marketable securities using either the internet or telephone. 

· The Customs Service Automated Commercial Environment (ACE) will significantly reduce the paperwork burden and provide functionality long sought by industry. 

· The International Trade Data System (ITDS) will provide a single, comprehensive front-end interface for Federal regulatory and enforcement agencies and the data interactions between these agencies and businesses involved in international trade.

Treasury's Strategic Plan and the goals of the Government Paperwork Elimination Act are linked to all of Treasury's E-Government initiatives and modernization efforts.

JOHN MITCHELL, DEPUTY DIRECTOR US MINT

Mr. Mitchell briefly described the Mint's work in developing two systems that significantly improved management and business operations of their agency:

· COINS  

The Mint-wide Consolidated Information System (COINS 1.0) went on-line in October 1998.  The first Enterprise Resource Planning System (ERP) in the Federal sector, COINS integrated 15 PeopleSoft modules plus the software from three different vendors in manufacturing, finance, marketing, and customer service data to ensure accurate timely information for strategic and operational decisions. A mail order and cataloguing module tied sales to inventory.

Implementation of the entire system took only twelve months.

For the first time, employees and managers across the Mint had direct access on-line to accurate data about customers, costs, production, promotions, inventory, sales and profits.

· www.USMINT.gov
In April 1999, the Mint's on-line catalog made its public debut and offered secure Internet ordering.

Last year, the $156 million in revenues generated by orders on the Mint's Website earned the agency a ranking among the Top 25 Internet retailers according to Stores Magazine.

In addition, the San Francisco Mint installed robotic equipment that increased the production and packaging of Mint proof and uncirculated coins sets by 350%.

Mr. Mitchell said the reason their system upgrades have gone so smoothly is their core commitment to using commercial off-the-shelf (COTS) programs and not customizing applications.

JOINT STATEMENT OF JOHN OSTERHOLZ, PRINCIPAL DEPUTY CHIEF INFORMATION OFFICER, DOD AND MORMA ST. CLAIRE, DIRECTOR, INFORMATION MANAGEMENT FOR PERSONNEL AND READINESS, DOD 

Mr. Osterholz

Electronic business or e-government represents the new approach to streamlining and structuring business and processes to meet the global and competitive challenges of the future.  In so doing, we must ensure the ability to electronically protect individual citizen and employee privacy, the intellectual property rights of our partners and sensitive DODA information.

The path to electronic transactions is closely coupled to the maturation and affordability of Public Key Infrastructure (PKI).

The achievement of GPEA goals by DOD requires more than a PKI and external authorities to  issue certificates to citizens and trading partners.

The Department is involved in a number of pilots and other initiatives to validate our steps in the journey.  These include:

· DOD participated in the Federal Bridge Certificate Authority Pilot to prove interoperability between DOD , other Federal departments, industry partners, and the government of Canada.

· DOD is currently pursuing an initiative to utilize PKI in the export licensing process.

· The Department has made great strides over the past three years toward achieving the goal of a paper free end-to-end contracting process.  To date 81% of our contracting activity is paperless.

· The fiscal year 2001 National Defense Authorization Act directed the Department to move to the electronic submission and process of claims for contract payments.  The target date for full compliance is October 2002. 

Ms. St. Claire

Personnel and Readiness (P&R) has been very proactive in a number of areas for paperwork reduction and elimination including:

· The Common Access card will replace the military identification card and will be used in conjunction with KI applications to greatly expand our ability to accept digital signatures and access computer systems.

· The Defense Personnel Records Imaging System allows for automated access to records that have been digitized by the individual services but in the past have only been available through manual intervention.

· P&R has been working for over a year on a review of the approximately 400 forms that are used throughout the personnel management process.  The first recommendations focused on the 68 forms used in the Accessions Process.  The review team recommended that all but four of these forms could either be eliminated completely or fully automated with no paper copies.

· The Defense Integrated Military Human Resources System (DIMHRS) is an all Service, all Component, fully integrated personnel and pay management system.  It will eliminate forms from all aspects of personnel and pay management.  It will also eliminate duplicate data collection and provide Web-based services to individual Service members and personnel managers.

PANEL 3 Q/As

Q.1  Chairman Burton.  Did you review DOD?

A. Mr. Willemssen.  Yes.  Were disappointed there was no overall strategy.  Did not get a documented strategy after meeting with them.  Appeared the approach was a data call and that the response was submitted without any critical review.

Q.2  Chairman Burton.  Have you found other agencies who are in a similar situation or status as DOD?

A. Mr. Willemssen.  Yes.

Chairman Burton.  We would like a list of the other agencies.

Q.3  Chairman Burton.  Who is the most senior person at DOD responsible for GPEA?

A.  Mr. Osterholz.  Acting Deputy CIO is responsible.

Q.4  Chairman Burton.   Did the person in charge review the GPEA submission?

A. Mr. Osterholz.  No. It was submitted without review.  Additional guidance was given out in January 2001.

Q.5  Rep. Kanjorski.   What about filing of tax returns by prisoners?

A. Mr. Flyzik.  IRS has a very aggressive program to modernize.  There are a lot of legacy systems at IRS that are being replaced.  

Q.6  Rep. Kanjorski.  Believe it was Department of Energy that was excessing computers with information still on hard drives.  Wouldn't it be helpful to have a standardized clearing house for this?

A. Mr. Flyzik.  The Federal CIO Council is addressing a number of common issues including architecture.

If there are questions. Please contact John Ray at john.ray@gsa.gov or (202) 501-3473
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