Battle of the Barons

by John J. Fialka

Reformers who believe that a fed-
eral takeover is the solution to the
welfare mess will be interested in the
following story about the Supple-
mental Security Income program.

SSI (and get your initials straight
as we go along, because there’s lots
more to come) is the part of Pat
Moynihan’s Family Assistance Plan
(FAP) that made it. Rather than
federalize the entire welfare system
through a negative income tax, as
Moynihan (and others, such as candi-
date George McGovern) proposed,
Congress voted in October 1972 to
take over and administer directly only
those programs providing extra money
to the elderly, blind, and disabled.

The federal takeover was scheduled
to begin on January 1, 1974. Giving
away billions of dollars a year is not
an easy job. Because it had a reputa-
tion as the most efficient agency in
the government for this sort of thing,
with the largest computer system ever
devised for peacetime use, the job of
writing the checks for the new pro-
gram was given to the Social Security
Administration (in recent years, a
division of the Department of Health,
Education and Welfare).

John Fialka is a national affairs reporter for
The Washington Star.
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Social Security, which had ex-
pected the assignment and was proud
of its reputation, had been preparing
since 1971 to undertake this new task.
The “can do” spirit was nourished
with substantial amounts of overtime,
some $60-million worth a year. Train-
ing programs and other nonessential
activities were curtailed throughout
the agency as the SSI crunch ap-
proached. According to James B.
Cardwell, the commissioner of Social
Security, at one point 70 per cent of
the agency’s 86,600 employees were
working on SSI.

Ed Cramer, public affairs officer
for Social Security’s San Francisco
region, remembers standing in the
Treasury Department’s payment of-
fice in San Francisco on December 30,
1973, It was one of those moments
that bureaucrats take pride in. The
stacks of freshly printed gold checks
(to distinguish them from the regular
Social Security checks, which are
green), were ready to go, arranged by
zip codes. He passed his hands idly
over the stacks of checks. Then he
pulled out a few at random to see
what they looked like. He was horri-
fied. Under the new law, the maxi-
mum amount of an SSI check was
supposed to be $235.

“These checks were for between



$600 and $800,” Cramer later re-
called. “We tried to stop the run.”

John A. McConnachie, commis-
sioner for the region, decided that
would be impossible. There would be
hell to pay if those checks didn’t go
out on time.

Early the following morning, New
Year’s Eve, McConnachie and a pla-
toon of his office workers arrived at
the payment center, determined to do
what they could. Because there were
millions of dollars’ worth of checks
stacked in there, Treasury officials
were reluctant to let them in. McCon-
nachie had to convince them that he
was there to try to save federal mon-
ey, not to steal it.

There wasn’t time to go over all
the checks by hand, so the team
selected certain zip codes that ap-
peared to have the most flagrant
overpayments. By the end of the day,
they had plucked out 3,000 checks,
most of them sizable overpayments
headed for Ventura County.

McConnachie thought he had pret-
ty much cleaned up the problem. But
he had barely scratched the surface.
According to a team of state auditors
who have examined a sample of the
540,693 California SSI cases, 55 per
cent of the checks were wrong. A
total of $49,652,000 was overspent in
California by SSI during the program’s
first six months of operation.

Six months later the scene was
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repeated in Vermont. A quarter of a
million dollars in overpayments went
out to 2,366 recipients. Social Secu-
rity chased those checks with mail-
grams, notifying Vermont recipients
that a mistake had been made and the
federal government wanted the money
back.

In October the people who had
received the mailgrams got another
batch of inflated checks. Within the
SSI system, there was frenzy. The
final blow: came in November when,
somehow, the system selected about
220 Vermonters who had dutifully
returned their earlier overpayments
and stopped their November checks
entirely.

Nine months later, early last Au-
gust, there was still another variation
on the theme. Programmers dis-
covered that a crossed signal had
mistakenly told the computer that
15,000 SSI clients had been underpaid
for about a year. In the twinkling of
an eye, $10,516,000 had gone out in
overpayments.

At that time, government had paid
out $8 billion in the first year and a
half of the new program. Over $400
million of it was known to have been
paid out by mistake. By 1976, this
figure was up to $547 million. Middle-
level Social Security bureaucrats be-
lieve that when all the returns are in,
the government will find that it paid
out over $1 billion too much during
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the beginning months of the SSI
program.

But only part of the damage
caused by SSI's problems can be
measured in numbers; the rest is meas-
ured in grief. The Washington Star has
printed dozens of stories about people
caught in the grip of this maladmin-
istered computer payment system.
Social Security, having misspent the
money, is bound to try to get back as
much as it can. SSI clients, because
they are the nation’s blind, disabled,
and elderly, are, by definition, the
least likely to be able to pay it back.

A Case Study

Consider the case of Mrs. Frances
Blakeney, 62, a widow who lives in a
small cottage in the Watts section of
Los Angeles. She has heart trouble
and diabetes. She has no outside
income and-like many people on
SSI—measures her life by the checks
that appear in her mailbox once a
month,

Her case should not be very com-
plicated. She is entitled to $195 a
month in normal Social Security
widow’s benefits, benefits paid for by
the payroll deductions taken from her
late husband. This comes in the form
of a monthly green check.

She also is entitled to a gold check
for $85 a month from SSI because she
is disabled and cannot work.

During the spring and summer of
1974, Mrs. Blakeney found herself
receiving checks made out to two
different names. One was for “Francis
C. Blackeney,” and one had the prop-
er spelling of her name on it.

The widow says she called her local
Social Security office right away and
was told not to worry because they
were probably retroactive checks that
she was entitled to because of her
disability claim. A case worker, she
said, explained how she could cash
them by signing them Francis C.
Blackeney and then signing her right
name underneath.

There were six or seven of the
Blackeney checks; Mrs. Blakeney is
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not quite sure. She remembers spend-
ing them, though.

“l stocked up quite a bit on
staples. I must have a lot of sugar-free,
low-salt food and that’s pretty expen-
sive,” she explained. ““I bought some
clothes, some underclothes, and a new
black-and-white television. That’s all
the recreation I have, you know,” she
said.

Then the computer caught up with
her. Computer-written form letters
began arriving in her mailbox in Au-
gust. The first one said her payment
would be cut because “‘you and your
spouse are now living together in your
own household.”

Now that was disturbing, because
Mrs. Blakeney’s husband died in 1970.
She complained to her local office and
they apologized for the error.

About a week later another com-
puter letter arrived. This one said, “we
made an error,” and promised that
one of her two monthly SSI checks
would stop.

In September, the Blackeney
checks stopped, and Mrs. Blakeney
thought little about the matter until
seven months later, in April 1975,
when Social Security summoned her
to her local office for an interview and
presented her with a bill for $2,099.

The agency, she was told, was
preparing to subtract $50 a month
from her SSI check for 80 months.
That was a considerable blow to the
widow who, in good months, may
build up as much as $20 in her savings
account.

Mrs. Blakeney appealed her case to
a Social Security administrative law
judge, who admitted he could not
figure out from the records just how
much the widow had received in
overpayments. He decided that it
would be “prohibitive” to take $50 a
month, so he ruled the agency should
deduct $25 a month for the next 80
months.

Fighting Tooth and Nail

At this point the average recipient
might have given up, but Mrs. Blake-




ney was angry. She took her case to
the Appeals Council in Washington,
which functions as Social Security’s
administrative version of the Supreme
Court.

“No, honey,” she told a reporter
who inquired about her case. “I'm
fighting this thing tooth and nail. I
admit I got it [the money], but I
don’t think it’s right that we should
pay for somebody else’s mistake.”

Then there was another shock. On
the Saturday before Christmas, while
this appeal was pending, Mrs. Blake-
ney looked in her mailbox and found
a check from Social Security for
$1,813.90. There was no accom-
panying explanation.

The following Monday she called
her local Social Security office. The
case worker wanted to know whether

it was a gold check or a green check. -

It was green, the widow said.

The case worker said that meant it
was safe to go ahead and cash it
because it was from one of Social
Security’s regular programs. ‘“‘They
don’t make mistakes like they do with
SSI,” she said.

Then, before Mrs. Blakeney had
figured out what the green check
meant, a computer letter arrived say-
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ing that because she had received such
a large check she would be deemed
ineligible for SSI.

The agency wanted $251 back for
the months of October, November
and December. This was $100 more
than she had received in SSI funds,
because the agency had begun taking
out $50 a month in November.

In February, the administrative fog
that had gathered around the Blake-
ney case was finally parted. The Ap-
peals Council ruled that she was with-
out fault in cashing the duplicate
checks and added that any recoup-
ment attempt would mean a hardship
for the widow. And Social Security
finally sent her a letter admitting that
the $1,813.90 check was issued be-
cause she had been entitled to receive
her widow’s benefits one year before
she had been declared eligible. The
money had been owed her since 1973.
The agency has promised to restore
the money that it deducted from her
monthly checks. “I’'m so happy I
could scream,” said Mrs. Blakeney.
“Now they owe me money.”

Bigger Battle

But there is a much bigger battle
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involving SSI that is just getting un-
derway. The House Ways and Means
Committee, the Senate Finance Com-
mittee, and the General Accounting
Office have all launched investigations
to find out why a program that was
thought to be the “wave of the
future” had turned into an administra-
tive disability case.

The Supplemental Security Income
program (SSI) is administered, logi-
cally enough, by the Bureau of Sup-
plemental Security Income (BSSI) of
the Social Security Administration
(SSA) of HEW. In essence, what BSSI
had to run was a computer program—
80 different computer programs, actu-
ally. Part of what went wrong is
known around SSA (that’s right, So-
cial Security Administration) as “The
Battle of the Barons.” Fach “baron,”
or chief of an SSA bureau, controls a
little chunk of what should have been
a relatively simple operation.

BSSI, for example, does not con-
trol the agency computer system. The
Burcau of Data Processing (BDOP)
does.

Determining who is entitled to
disability payments is up to the Bu-
reau of Disability Insurance (BDI).

Drafting claims policy regulations
is the job of the Bureau of Retirement
and Survivors Insurance (BRSI).

Case workers in the 1,200 field
offices administering the program
work under the Bureau of District
Office Operations (BDOO).

Natural Metaphors

The man who runs BSSI is not
himself a career “‘baron.” His name is
Sumner G. Whittier, a former lieuten-
ant governor of Massachusetts, and he
was 64 years old when he arrived at
Social Security in 1972 to take over
the fledgling program. He is a friend
of Elliot Richardson (another former
Massachusetts lieutenant governor),
then head of HEW.

Whittier, who served in the Navy as
a lieutenant during World War II, has a
penchant for describing things in nau-
tical terms. He also has a penchant for
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writing memos. ‘“The orders are full
speed ahead, and try to ignore the
torpedos,” he wrote in a memo issued
to his staff shortly after he took
command of BSSI. “Uncertainty is
natural on a shakedown cruise.”

In theory, the barons were sup-
posed to work together in what was
known as the “‘coordinative system”
under former Social Security Commis-
sioner Robert M. Ball. But BRall retired
in March 1973. For six months the
Nixon Administration left the com-
missioner’s slot unfilled. Elliot
Richardson followed his wandering
political star to the Defense Depart-
ment, and Whittier found himself
awash in a sea full of torpedos.

SSI was launched with not one but
three field manuals telling local office
staffs how to run the new program.
One was drafted by BSSI, another by
BDI, and a third by BDOO.

A computer expert retained by
Social Security in the winter of 1974,
after a year of electronic chaos, found
that at least three different bureaus
were making changes in the programs
without consulting each other and
without making records of the
changes. One result was that 170,157
cases were found to have been “lost”
within the computer’s memory banks.
Some of them were not located until
the summer of 1975, 18 months after
the program started.

Whittier’s major struggle was with
Robert Bynum, the director of field
operations (BDOO, you will recall),
who insisted that the field force
would decide just how SSI should be
controlled in the local offices.

“What is BSSI’s role?” Whittier
asked Bynum in a memo late in
1973. “BSSI has responsibility, but no
authority. The actual operation is
performed by BDOO in the taking of
applications and deciding of eligibil-
ity. If BSSI has the responsibility —-the
responsibility for what? The job de-
scription says ‘management focus.’
'm in an impossible grind among
many strong, tough, experienced
forces. My black and blue spots are
showing.”



Messiah of the Month

Time and time again Whittier was
bested by the other barons who knew
the ins and outs of the agency’s
machinery. In his frustration, Whittier
himself launched some of the tor-
pedos that damaged SSI.

Unable to shake up the staffs of
the other barons, Whittier continually
changed around his own staff. One
month he would delegate policy
making to one person, the next month
that person would be frozen out, and
another staffer would be placed at the
controls. It happened so often that
the chosen one was dubbed “Messiah
of the Month” by the rest of the staff.
Whittier said he did it to encourage
greater efficiency, but his fellow
barons disagree. ‘““He was playing
office over there,” sniffs one of the
career bureaucrats.

Whittier’s incentive system is the
oldest one known to bureaucrats. He
rewarded people who told him that
SSI’'s development was coming along
nicely. Doubters were not likely to be
promoted and, of course, could never
expect to become Messiah of the
Month.

As the hectic year of 1973 wore
on, one of the work products of
Whittier’s shop was a collection of
memos mocking the florid, nautical
tone of Whittier’s memos.

“As we jet along on course, smoke
billowing from our sails,” begins one,
“we realize that we have (finally
reached our goal. I am very much
reminded of the parallels that exist
between our splendid BSSI effort and
the exemplary deeds of that great
American, Christopher Columbus.

“As you remember, when Captain
Chris set sail he did not know exactly
where he was going; upon arriving at
his goal he did not know where he had
been. Fortunately, this was accom-
plished through federal funding.”

We Can Do It

While the bureaucrats played their
games, the problems multiplied. These
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are some fairly typical comments
taken from routine field reports in
August 1975, 19 months after Ed
Cramer first noticed that there might
be trouble ahead:

“The instructions for this [how to
figure out payment formulas] come in
daily and from every known resource
within the agency,” wrote the man-
ager of Salinas, Kansas, office. “We
can’t tell what supersedes what! We
have SSADRS [computer] messages,
Bynum memos, SSIH {[disability
program] transmittals, parallel DO
[district office] instructionals, RO
[regional office] instructionals, BSSI
circulars, Claims Manual transmittals,
etc., all on this same subject.”

“It is apparent,” wrote the man-
ager of the Fort Lauderdale, Florida,
office, “that systems-generated over-
payments to the extent of thousands
of dollars weekly are occurring con-
tinuously. . . .we estimate that at least
95 per cent are waivable under current
instructions. ...” He called SSI a
“paper-clogged administrative night-
mare.”

.. .the ‘we can do it’ attitude of
the DO staff that confronted any
organizational or service problem in
the past has been replaced by ‘we’ll do
what we can’ or ‘whatever you say,” ”
wrote the manager of the Farmlngton
New Mexico, office.

“As admlmstrators and taxpayers,
we find this not only disturbing, but
frightening,” wrote the manager of
the Springfield, Massachusetts, office,
after describing how $70,000 worth
of overpayments had been waived in
three days.

Grandfather Clause

There was yet another ‘“baron”
who felt the need to make “input” on
SSI during 1973. This was Russell
Long, chairman of the Senate Finance
Committee. As originally written, SSI
contemplated a uniform maximum
payment for all recipients, regardless
of where they lived or how much they
had been getting under the old state
or county programs.
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In June 1973, Long learned that
the uniform payment scheme meant
that, while many would have their
welfare payments raised, some would
have to take cuts when SSI came into
being. Specifically, he was worried
about 45,000 voters in his home state
of Louisiana who would” suffer de-
creases. The uniform payment system
was one of the major bulwarks of SSI.
That was what made the program
“simple.”

Some congressmen spend years
trying to pass major changes in social
programs. It took Long two weeks.

He worked up a ‘“grandfather
clause” that would require Social
Security to figure out what a person’s
welfare check would be under the
rules of the 1,149 local welfare
programs (many of which have a
variety of different payment formu-
las). If the federal payment was lower
than that, the Long amendment forces
the state to make a “mandatory sup-
plement” or face a loss in Medicaid
funds.

Long tucked it into a bill, “Ex-
tending the Renegotiation Act of
1951.” 1t was hardly debated by
Congress, but it forced Social Security
to replan SSI at a time when the
agency had expected to be putting on
the finishing touches. Suddenly, the
old welfare system had been grafted
onto the new system.

Forty of the 80 computer pro-
grams governing SSI operations had to
be completely rewritten. New infor-
mation had to be solicited from 48
states, and new contracts had to be
negotiated with 31 states which would
have to pay the supplement.

The resulting delay meant that
some of the computer programs
intended for SSI would not be ready
when the system began. One of these
was the link-up or “interface” be-
tween SSI records and records of
other government benefits, such as
Social Security retirement and sur-
vivor’s insurance payments and
veterans benefits. Knowing that recipi-
ents have other government income
gives SSI a way to check a client’s real
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needs and reduce his benefits accord-
ingly,

The link-up with regular Social
Security benefit records took place 18
months after SSI began. The link-up
with records of the Veterans Admini-
stration may take place sometime
next year. These delays are now be-
lieved to he major causes of over-
payments. '

Can l)o “

The “can do” attitude was one
that SSA director Cardwell had tried
hard fo preserve--one that he shared
himself. As the January 1 deadline
approached, Cardwell refused to exer-
cise the option Congress had given
him of delaying the start of the
program if there were problems. Card-
well felt the option was really a
phantom. Powerful people like Long
in the Senate and Caspar Weinberger
at HEW had parental feelings about
SSI. Cardwell felt he could not disap-
point them. As he put it later, explain-
ing his decision to go ahead:

“Our political system, the way it
operates—1 have difficulty conveying
this to people—-doesn’ permit in a
period of, say, 30 to 60 days the
development of an abrupt change in
this kind of policy. We would have
had to prove, 1 think, beyond the
shadow of a doubt, that we couldn’t
make it happen in order to get a
consensus within either the executive
branch or the Congress that a delay
was necessary.”

The scenes in Weinberger’s office
when Cardwell came to report must
have resembled those described in
Albert Speer’s Inside the Third Reich:
Goering assuring Hitler more and
more confidently, as the situation
deteriorated, that the troops at Stalin-
grad would be supplied by air. T
personally guarantee [it],” he said.
“You can rely on that.”

So the battie of the barons, the
interfering politician, and the mis-
placed ““can-do’’ spirit all conspired to
disable this first attempt at a rational
national welfare program. [ |




No way is the nightmate over. Persisient
unemployment and inflation, corporate rip-
offs and political corruption, a biloated mil-
itary budget while domestic programs are
gutted, a Government that violales human
rights, tramples personal liberties, and com-
mits crimes at home znd abroad . . . For
millions, the American Dream is'turning into
an American nightmare.

THE PROGRESSIVE asks the hard, funda-
mental questions. Every month

Why are we beset by an economy in perpet
ual crisis? Who wants to drag us into more
Vietnams? How can we end the nightinare
and restore the Dream? What needs to be
done?

“Our society cannot continue indefinitely to
decay. It seems virtually certain that if the
Left does not begin to give voice and dircc:
tion to the growing anti-corporate anger.,
then a right-wing politician like Wallace will
through demagogic appeals to fear and un-
certainty. It is a crucial time in which to work
and build."

Harry Boyte

“Prospectus for a New Party”

in THE PROGRESSIVE

“Though 1 desperately want to, | can not
find any assurance that humanily has a
future — that we will exist ten. twenty,
twenty-five years from now. One does not
live with that kind of thought day in and day
out. One puts it away. shuts it off, and tries

to live some. kind of normal life. But it is
always in the background . .. ."
George Wald

“There fsn't Much Time"
in THE PROGRESSIVE

NIGH'I'MARE
IS OVER...”

—-~— PRESIDENT GERALD R. FORD

NO WAY?”’

--£PROGRESSIVE

“We are confronted by a lunatic process
which propels itself, like a machine gone
mad The atom bomb of 1945 encourages a
win syndrome in which the bomb is to create
a Pax Americana: the nuclear win syndrome
gathers a massive constituency. in finance.
business, the Pentagon. science, govern-
ment, even labor: that constituency is com-
pelled to overwhelm s opponents by con-
cocting a synthetic anti-communism; anli-
commuiisim offers the pretext for more ar-
maments and for the ‘mad momentumn’ in
technology: technology spreads the illusion
ol power. and the illusion reinforces the win
syndrome, so that the cycle continues on its
own

“Every parhicipant is sane, but all collective-

ly are trtapped in psychosis.”

Sidney Lens
“The Doomsday Strategy”™
in THE PROGRESSIVE

“We must first understand that, at present,
everything in the American empire is for
sale: moralily, the public interest. politi-
cians The travesty is that those who
brought us the Indochina war and the arms
race. the body counts and the smart bombs,
that those who call corporate imperialism
economic growth and who statve our society
for private profit, have been able to come
forward as men of gravitas and decency.”

Marcus Raskin

“The System Impeached”

in THE PROGRESSIVE

THE PROGRESSIVE provides answers. By
asking the right questions.

Fundamental changes are required. We
offer no prepackaged panaceas, we sub-
scribe to no tidy party line. But we do
believe that when people have the informa-
tion they need, they can find their way.

We hope you'll join us with a few ques-
tions of your own. For six months. For five
dollars. And. for some answers.
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Thinking Like a Lawyer

A familiar device of le-
gal advocacy is known as
“arguing in the alterna-
tive.” This means that a
lawyer’s arguments on be-
half of his client needn’t
be consistent with one
another, because of the
hallowed principie that the
advocate’s job is advocacy,
and not pre-censorship of
arguments that the judge
or jury might find convinc-
ing.

An early example of
arguing in the alternative is
that of a man accused of
borrowing a pot and re-
turning it cracked. His law-
yer offered three defenses:
1) He never borrowed the
pot; 2) it was cracked
when he borrowed it; and
3) he returned it in perfect
condition.

Senator Philip Hart re-
cently caught the oil com-
panies playing this game.
Before his antitrust sub-
committee, and in national
advertisements, they have
been anxious to insist that
they are highly integrated
operations, and that any
attempt to break them up
would lead to inefficiency
and higher energy prices.
In Wisconsin and South
Carolina tax cases, how-
ever, the Exxon Corpora-
tion has been arguing—for
some different reasons—
that its principal divisions
are essentially self-
contained and profit-
making on their own.
Exxon supplied informa-
tion in the state tax cases
to prove this point—infor-
mation it had told Hart’s
subcommittee was unob-
tainable because records
are not kept on a divi-
sional basis.

Debits on the left and credits on the right. No, credits
on the left and debits on the right. No wait, it’s . . . .

The District of Columbia government, about to topple
into bankruptcy, apparently has taken a hint from that old
puzzler about whether a tree falling in the forest makes any
noise if no one’s around who can hear it. The General
Accounting Office complained recently that, despite four
years of complaints by Congress, the District’s bookkeeping

|system is in such disarray that it cannot be audited; and

that until the books are straightened out, there is no way of
telling what the city’s financial condition really is.

Office Space: One

A perceptive man named Al Ripkis at the Department of
Housing and Urban Development has discovered a Mal-
thusian relationship between the growth of the federal
bureaucracy and the growth of office space needed to
contain it.

His observations, reported in the “Federal Column™ of
The Washington Star, are as follows: The HUD building
opened in 1968 with space for 4,279 people—at that time
the entire department. In 1976 the headquarters building
holds only 3,756 bureaucrats—523 fewer—while HUD pays
$500,000 annual rent for office space at five other
locations around Washington.

Ripkis® explanation: bureaucrats at different levels take
up different amounts of space. Along with the general
explosion of government employees has come inflation of
titles—more chiefs, relatively fewer Indians. In 1968, for
example, there were six HUD employees at the assistant
secretary level; today there are twelve. Each assistant
secretary is entitled to 2,840 square feet. A GS-5 clerk, by
comparison, gets only 60 square feet.
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