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COMPTROLLER GENERAL OF THE UNITED STATEY
WASHINGTON, D.C. 20548
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Committee on Aoprovriaticas
House of Representatives

Dear Mr., Chairman:

In response to your January 1976 request, we raviawad
the justification by the Veterans Adminisztration (VA) for &
establishing four regioral computar centers for irs dlanned
Target Syshem--a communications-tased svstem wilch would
modernize VA's denefit claims grocessing. We srilefed your
office on hie results of our raview on March 38 and were re-
guested to pdrovide you with a report, The enclosure con-
tains details of our findings.

Qur review included an examination of a position paper
prepared by VA in January 1976 ard other documents describing
ite reasons for establishing,the four ce2nters, an examination
of documents supporting ovrocurenment for tne system, and dis-
cussions with VA personnel. We also considersd information
obtained by the Surveys and Investigations Staff of the House
Committee on 2ppropriations in a review of this area.

On January 5, 1976, the General Services Admlnistration I
issued a request for proposals tC prosgeative vendors for
autematic data processing systems for tha Target System com-
puter centers, terminal systams for VA raglonal offices, and
related software ard services. The requnst for proposals
prescribed five sites: four regional centers to be located .
in Philacdelphia, San Francisco, atlanta, and Chicago and a -
central system in Chicago. wWhen the recuest for proposals
was issued, VA did not have a sufficient basis for concluding
that four reglonal computer centers was the nost cost effec-
tive configuration. .

1

On March 31, 19°6, VA croposed o t.ue Subcommitteze <hat
three reqional computer centers Ze estab.ished for the Target
System, and on June 15, 1378, the General Services Adminis-
tration issued an amended request for protoszals to vendors
prescr.ding three regional centers,

HiD-786~1453

BEST DOCUMENT AVAILABLE

olon]

NI AT




B

8-133044

" We are racommending tc the Administrator of Veterans

Affairs that before further actict is taken by srospective
vendors to develop equipment procosals, VA reacsralse its

workload and packup recuirements to assurs that equipment

procured for the system will be consistent wikth VA's pro-

jected requirements.

The workload estimate in VA's studyv, which calls for
less than four regional cgenters, is overstatad, It is much
greater than VA's long--ange oudget forscasht ¢l workload Zfor
the programs thes system «#ill support. The overstated work-
load also includes a backup processing reguirement whica VA
has not supported.

As raquested, formal comments wer: not obtained from VA.
However, the contents 2f this report have been discussed in-
formallv with VA officials, and they have aqre2ed to reappraise
the workioad and backup reguirements.

As requested, we arz sending coviss of the report to the

,Administrator of Veterars AZfairs, other congressional com-

mittees, Members of Congress, and other interested parties.

Sincerely yours, :
Aiie Ly .

Comptroller General
of the United States

Enclosure
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INFORMATION RELATING TC
TEE JUSTIFICATION 3Y VA TO
ISTABLISHE FOUR REGICVAL COMPUTER CINTERS
FOR ITS PLANNED TARGET SYSTEM o :
BACXGRCUND

he Department of Veterans Benefits of the Veterans
Administration adrinisters nonmedical bensafits and services
through 52 najor field stations. These tenefite ané serv-
ices inciud- compensation for servicz-connectad disabilities;
pensions for aged, needy, and unemployvable vexesrans; voca-
tional resnabilitation, education, and training assistancs;
and information and assistance through personalized contacts.
In fiscel year 1976, VA will pav apout $3 billion in compensa-
tion and pensions to 4.% million wvetecans and survivor<s and
about $6 billion in educatiom an? training benefits to
3.4 million veterans.
: The present compensation, vension, and education benefits
delivery system was designed and installed in the late 1950s
and is primarily a manual system with automaticn of only the
claims payment process.

VA is developing a new computer system, called the Tar-
get System, to modernize its benefit claims processing systenm
and to improve sarvices to veterans.

Benefits expectad from the new svsten include significant
reductions in claims develooment time, more timely delivery
of initial benefit checks into the hands of veterans, faster
responses to veterans' inguiries, and major savings from
workload rceducctions in the regional offices as a result of :
more efficient workflow and procedures. .

VA estimates totzl develcoment costs of the Target Sys-
tem, including acgquisition of data orocessing and communica-
tions equipment, at $81.7 million,

Qperational features of Target Svstem

The Target System will use computers in regional com-
puter centers to provide data entry and automated claims
processing capabilities to the VA ragional offices. The
system will have a central computer facility for maintenance
of master records, centralized reporting and accounting func~
tions, ané generation of payment notices to the Department of
lreasurvy wnicn prints the bhenefit checks.
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The key operational Zsztures of the Target System ars:

-~Computerized processing and control of ¢
regional oiffices, inciuding automatic ca
benefit awards, —onzrol of pending claims, and work-
load reporting.
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-~Immediate resgonse o veteran inquiries concerning
{1} status of claims in proc¢sss, (2) stacus and
amounts of award chscks, and (3) infermation in the
master record.

~-Automated orinting of awards, acknowledgements, and
other routine letters,

-=A reporting ability which will pernai
managament a2ad control statistics.
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Terminals at 36 re gl onal offjices will be connected to
the regional computers by ==lecommunications lines. Datz
will be transmitted from the regional offices to tne regional
computers wnich will maintzin on-line work-in-process control
files on pending claims wizhin each ragion. These files will
be updated automatically as a byproduct of claims processing.
The regioral offices will =z1sc e able to obtain informacion
concerni g pending claims z2nd information from the cenural-~
ized master files. 7The regional computers will also link
the regional offices to a claimant locatsr system at austin,
Texas.

|}

Pilot program

In September 1974 VA tegan a pilot test of the Target
System processing concepts in Philadeighia and Bzaltimore.
Terminals at the Philadelphia VA center and the Baltimore
regicnal office ars linked with a data processing center in
Philadelphia, which serves zs a rsgicnal computer center.
The Philzdelphia center is 2lso linked with the computsrized
c¢laimant locator system in Austin and the centralized mascer
files of the benefit payment system at 3Fines, I[llinois. In
the summer of 1973 the pilct test was expanded to three
additional regionai offices--New York,; Washington, and Los
Angeles. ’

RATIONALE FOR FOUR REGIONAL

COMPUTER CENTZRS :

VA originally considersd establishine¢ eight compater
centers supporting each of eight proposed Fede-al regional
centers througnout the country to comply with the Government's
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intention to streamline the field structur2 and operating
orocadures of Faderal agencies. However, variations in
workloads 3“ong the proposed centers and the expense of
maintaining eight computer centers crompLed Va to consider
consolidating the work at fewer computer centars,

T
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VA's rationales r establishing four ragional <computer
centers wac 3ummarized in 2 position paver prepared in Janu-
ary 1976 after issuance of the request for propozals. The
conclusicns in tne ovosition paper ware based on the results
of 2 sizing studvy made for VA oy the Faderal Comzuzer Zer-
formance Evaluation and 3imulation Center and repcrted on in

January 1975. Sizing studies are used for estimating the

size and cc3t of systems availadle from various vendcrs to
nandle the rﬁchrﬂd voleme and type or arocessing. The
st1dies usz computer orograas taar compare simulatsd process-
ing raguirements =ga1nst models of selacted comguters, Tiaese
models contain hardware and sofktware characteristics of ave.l-

abls vendors' equipment.

In addition to the st.dy resuits, VA considered data
obtained after completion of cthe study which indicated that
the projected workloadé for the proposed Target Svstem would
ircrease subscantially. These Zactors formed the basis of
the request for proposals for four regional computer centers.

VA believed that four computer centers war2 the ontimum
in contrast to one ¢r two centers, primarily Decause (1) more
vendors would be arnle to compete for the system and {2) four
centers would provide suverior reliability which would result
in the luwest overall costs.

Cost estimates

VA estimates of comparavive annual costs for the wvarious
site configurations over the anticipated 83-~vear life of the
system were as follows:

/ Number of recgional comnuter centers
' i 2 i
Automatic data prucessing
eguipment $1,998,447 $2,799,313 €3,127,31¢
Construction and operating
costs . 2,064,809 2,704,772 3,154,952
Communication 333,420 389,772 298,344
Downtime 3,630,480 2,420,320 -
Total cost $1,026,95% 58,314,177 55,534,396
3
i
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Assumptions made by VA

analvsis ol the cost astimates indicated that VA na
certain assumptions regarding equipment and downtime cos
which were not supoorted and wnich rscuired more indepth
study.

ce
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Unsupported comparative eguipment costs

The Fedsral Simulation Center sizing study considarad
four and eight centers. No studies were made for less than
four centers. Therefore, YA approximated costs and gerform-
ance for equipment for one and two centers by extrapoliating
the results of the study for four centers and adding a fac-
tor for a substantial increase in workioad. VA stacedé 1in
its position paper chat, without sizing studies for each
center's configuration, it would be impossidbla to detsrmine
whether the workload could be processed by the eguipment
selected for one and two centers.

Downtime ccsts overscatad

vVa assumed that backup facilities in both the two- and
four-site configurations would permit some or all of che
workload to be distributed among the remaining sites if one
site sheuld fail. 1If one computer center of a two-site
onfiguration became inoperable, the remaining center could
process its normal wockload and about one-third of the work-
load of regional offices serviced oy the inoperable center.
VA assumed that the four~site configuration would have suf-
ficient capacity in excess of its routine requirements so
that, should one center fail, eacnh of the remaining centers
could process one-third of the worxload of the inoperabls
center with no decline in service to the regional offices,

VA assigned cost values to inoperable time for one-
and two-center configurations on the basis of the following
assumptions:

-~Each center would be inoperable about 241/4 percent
of the time that it would be available to the regional
offices, or about 48 hours annually.

--If there w~ie only one center in the Target System,
about 7,000 regicnal office personnel would te un-
productive during the hours tae center was inoperable
because there would be no alternative center svail-
able to process its worklocad. These personnel would
be required to work overtime %o make up the time lost.
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-~-In a two-centzsr configuration, wihile one sits is
inoperacle ZIor a 48-hour period, there is sufficient
cavacity in the remaining siz2 to process one-taird
of the :incperable size's worklioad. Accordingly, a
48-nour inozeraole gsericd at one site would leave
about 3,300 regicnal office personnel unproductive
during two-tairds of the period, or 32 hcurs., OCvar-
time work would be required to make up the time lost.

T bt

Annual cersonrnel costs associated with these inoperadle
periods were assigned by VA as follows:

Number of
centars Unproductive time Qvertinme Total

$2,150,400 $1,480,039 $3,630,480
1,433,600 986,720 2,420,320

[ S5 28 ud

Qur analysis indi
stated the impact of i

ofifice personnel.

cates that VA nas significantly over-
noperable computer centers on ragional

The 7,000 employzes rsferred to 2y VA censtitute prin-
cipally adjudication personnel (4,125) and veteran contact
representatives (2,410). The latter ‘provide assistance wo
the 'public by resovonding to inguiries received by telechone,
letter, or personal intervisws., The Surveys and Investiga-
tions Staff of the House Committse on Approoriations ques-
tioned va Philadelphia regional office personnel about in-
quiries received from veterans. They said that most in-
guiries were answerad withcut referencs to any documents;
that is, the contact representatives' general knowledge of
VA programs was usually sufficienc to respond to the ia-
guiries, The Pailadelphia regicnal office analyzed telephone
inguiries for ! day at the rzquest of the investigations staff
and the analysis saowed thaz, of 463 telizphone inguiries re-
lated to the benefit claims zrograms, 292 or 50 percent were
answered Jirectly bv the contact representatives without
reference to documents. Qur discussions with VA personnel
indicated that raguirements for reference to documents vary
with the time of the month. Ffor example, at the beginning
of the month, a large proportion of inquiries are concerned
with the status of checks due veterans., However, under the
current benefit claims systesm, contact t2presentatives make
notes on inguir:ies which cennot te readi.y answered until
appropriate reccrds ar.: located and reviewed and respond by
subsequent calls or letters to the veterais. It appears
reasonable that in tne Target System, con:act representatives
could function in a similar manner during tne pe: iod that a
computer center 135 inoperable,
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Adjudication personnel would be more severely 2ffected
by an incperzabla computar center than would contact rapresen-
tatives because tney would relv on the %-erminals for devaloge-
ment of claime. However, VA officials said that adiudicators
work con several claims daily, and it would be possisle for
them to crepare informaticn needed for the next processing

step 9on each c¢laim, saould an inoperabls period occur,

The severity of impact of an inoperabls center on ad-
judication personnel would depend on the type, fraquency,
and duration of these occurrences. These facto.s were not
addresgsed by VA which assumed that adjudication personnesl
would not be zble to verform their work if *they could not
use an ‘alternative centear, regardless of the duration c¢f a
breakdown.

SIZING STUDY FOR LESS TdaXN
FOUR RZGIONAL COMPUTER CINTERS

In response to inqguiries from the House Aporopriations
Committee regarding VA':s justification for estanlisnincg four '
regional computer centers for the Targs: System, VA con-
tracted with COMTEN, Inc., on January 5, 1976, for a sizing
study to estimate grobahle cost and performance of equinment
in one, two, three, and four regional computer centers.
COMTEM's report to VA in “irch 1376, which considered costs
and processing recuirements, concluded that either two or
three centers would be the best configuration.

.Differances in COMTEN and
Federal Simulatlion Cen-er studies

After the Federal Simulation Center study in 1974, VA
incorporated a number of changes into the guidelines fur-
nisned to COMTEN for its study. Tre changes included:

~-Long-range 2rojections of Target System workload
provided by YA to the Federal Simulation Center for
use in its study were understated. Experience from
the time the projections were originally made in 1974
through 1975 showed trav actual workload exceeded
projected workload. Accordingly, VA increased its

original projections by 40 percent.

--VA determined that the computer centers would reqguire
a less complex data base management system than origi-
nally anticipated which, in turn, would reducz the
overall equipment capacity required for regional com~
puter centers. The data base management system faciii-
tates the access to common data files b multiole users
and programs.

Y
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--Some of the major equipmernt manufacturers introduced
imoroved computer systems.
~-~VA eliminated the regquirement (prascribed in the guide-
lines for the Faderal 3imulation Center study) taat
the computer centers support contiguous regicnal of-
fices, thereby rermitting more evenly balanced work-
loads.
With the exception cf the workload increase, “he changes
appear appropriate,

Results of COMTEN simulation studies

COMTEN simulated and analyzed the processing capadili-
ties of computer configurations of f£ive prospective vendors.
COMTEN concluded that for thne four-, three-~, and two-cen:zar
configurations all vendor systams simulated were capable of
processing the workload satisfactorily. However, COMTEN
indicated that the consolidation of regional centers into
one site would be impractical because only one vendor's sys-
tem could perform satisfactorily.

) Associated purchase vrices of equipment which CCHMTEN
concluded could perform satisfactorily- at the regional com-
putar sites were as follows:

Number of Range of
sites purchase orices

{(millions)

$15.5 to $26.3

12.0 to  20.2 v
12.0 to 25.9
14.6

SN IR

These price ranges represent total costs of eguipment at
all sites from the lowest potential bidders to the highest.

In the four- and three-site consolidations, we omitted
the estimated price of one vendor's equipment frcm the range
of purchase wrices because the cost of that vendor's squipment
was too nigh to ce competitive.

PROJECTED WORKLOAD AND BACXUP RIQUIREMENTS
FOR TARGET SYSTEX ARE QUESTIONA3LE

VA projected a rising long-range workload factor wiaich
was used in the CCMTEN study that was not consistent with
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the VA long-range tudget forecasts of wrorkload for the
compensation, cension, and education programs which the
Target 3ystem will support. The projected workload faczor
will be used by coamzeting venders when they demonst rate ot}
processing capab1;1c-es ot their eguipment. This could re-
sult in vendors' zroposing and YA's acguiring more srocess-
ing capacity taan needed for the propcsed Target System,

Workload projecticns for Target Svstem

The originzl workload projections for the Targst System
were developed in April 13874 and were based on zn analysis
of benefit claims worklcad experienced during fiscal years
1969 through 1%73 and on ZIorecasts of benefit claims work-
load for 1974 througa 1380, The worxlocad was sxpressed in
terms of benefit claims end products, which repr2sent units
of VA rngional office work associated with the processing of
benefit claims. The workload zrojections, which assumed tnat
fiscal year 1975 would represent the largest annual wor<lioad
for the Target Svstem, were used bv the Fedaral Simulation
Center in its study as a basis for predicting
~-~the number 3£ regional computz
of the computers raquired to o
claims workload and

centers and the size
24

ocess the benefit

~-=the number of terminals needed to supmort VA ragional
offices.

After tne Federal Simulation Center study, VA reappraised
the compensation, zension, and educaticn benefit cleims work-
load »rojections,., VA compared actual zenefit claims end
products for fiscal year 197+ through aid-fiscal year 1976
with the foracasts for those years and found that the Zore-
casts were Jnderstated. Therefore, VA increased the workload
projections by 40 percent for the CCMTEN study.

\

VA computed the 40-percent increase by extending the
trend of actual benefit claims workload for fiscal years
1967 through 1974 linearly to fiscal year 13980. The exten-
sion resulced .. a2 theoretical national worklcad of about
16.4 millicn benefit claims end products bv fiscal year 1980
as contrasted with the workXlcad of 11.6 million benefit claims
end products input to the Federal Simulacion Center study.

Although it may have been aporopriate to adjust the esti-
mates upward for the COMTZIN study to comgensate for the under-
estimates, we telieve that the method usei by VA to compute
the increase was faulty. The results of :-he linear extension

BEST DOCUMENT AVAILABLE
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.

of the actual workload =rend into the future are not
consistent with VA long~range tudget £forecacsts of workxleced
for tnhe compensacion, pension, and education programns and
overcomzensate for previous-underestimatas.

VA's long-range dudget for2casts of nhenefil
load are in concert with the prov.sicens of curren
tion. Public Law 93-337, effective July 10, 1374,
for a 1J-vear delimiting deriocd {or using educztionail
fits., On May 31, 1976, approximatz.v 3.7 million
wer2 no longer eligible for education tenefits 2e ecause
delimiting period expired. In view of :zhis,
continuing decrease in a2ducation wcrkioad from _970 t1:3 sh
1380. Budget forecasts indicate that the Zenefic claims
workload will decline from a aigh of sbout 14 aiilion and
oroducts in fiscal vear 1378 to about 11,2 million in fiscal
year 1980, primarily because of the anticinated decresase 1in
the education workload.
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Furthermore, VA's budget forecasts indicate that in
fisca®l year 1973, when the Target System is scheduled to be
ogerational, the workload will approximate 12.L miliion end
oroducts.

VA's budget forecasts have been underestimated in the
rast primarily because of such factors as unanticipated leg-
islacive changes and 2conomic downturns. It appears logical,
tnerefcre, that some margin of expansion capabilizy should 9e

.provided to insure sufficiant system capacity. However, to

avoid the possibility of excessive cavacity, VA should rzlate
the Target System workload to “he lcng range budget forecasts
for benefit claims, with an allowance, if necessary, that is

more in line with previous underestinates.

Unsuoported backup regquirements for the

Tarczt Svsten

VA's consideration of the number of regional computer
centers and the ejuipment needed was based, in part, on the
oresumption that there must be sufficient reliability in the
regional systems to preclude all risks of system breakdown.
Therefore, VA pioposed to provide sufficient eguipment capac-
ity in the regional computer centers to .nsure that an in-
operable center would have little effect on processing and
inquiry activities in all VA regional offices. We bhelieve
that such backup is not necessary.

VA provided additional data processing and communica-
tions equipment components to minimize the possitility of
inoperacle regional centers resulting from equipment failur

————
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We recognize that, despitz additional eguisment, breakdcowns
can still occur and VA's estimate that a csnter #ill not 2
availaole to zhe regicnal cffices atout 2 gpercent of rie
time that ragional 9ffices are cn-line aay be walid, How-
ever, =he additional measurss proposed zv YA tu Lnsura tnat
inoperaole carters do not advarszaly acf:ct oparations of tne
VA reg:ional cffices are questicnabdle

YA proposed in -its four-center configuraticn to cogy rthe
files of all regicnal computer centers and place one-third of
a center's files in each of %the other tn ge¢ centers, Vi
further oroposed tn provide sufficient sxcess capaciiy in the
prozescsing units of each regiosnal computer 3systsm to 2rocess
one-taird of zhe workload of an inopveradle center. Thus it
a center became inoperanla, users of that center would Ze

switched c¢ver wo %he center wnich has l.s uac<”p filas. 7Tal
tyve of backuy would eliminate the pos3ib: ity of substantiv
idle time in the regional offices,

mm

On page 4 we discussed the immact on productive time in
the regicnal offices from inoperable computer cents::z. Qur
observations i1ndicate that the extensive backup grovisions
proposed by VA are not necessary. 3achkdap should be haadled

)

on a priccoity basis to accommodate VA S most urgent needs
A VA offircial said that tne 3ix larsest *eglonal cffices

would be .-the mosv wulnerable to inoperable regional cuinputer
canters and that, more than likely, adjudicatica personnel

wielld ce required to work overtime to catch up ¢r the work

These cifices handle apout 23.5 percent of the national t:ire- :
fit claims worxload.

"

VA offizials told us that sizing for 15.4 miilion ena
products for thiee cencers would allow racauw of. 30 sarcent
Of VA regivnal office worklcads in the event of an inoperadle
regional computer center. However, the aeced for this z2llow-
ance is ne’ supported by an indeptn studv of an inoperalti. ’
computer center's impact on regional office operations.

[N

VA's projected Target System worx.:ad is considerably
higher tnan its long-range budget forecasts. In addition,
the backup rsquirements included in %he overstat- Xload
cannot be supoorteaq,

Trhe request for proposals re2auires vendr-s anstrate
che capabilicies of their proposed equicmer’ Jp:  %ing
software to process a representative sam,.l. 91 .arget system
workload. If such demonsirations are tased or. an cverstaced
wo~kload, vendors could propose more ¢ostly equipment than
VA needs.
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Recommendation to the Administratecr
S alrs

of VYeterans ALiair
Wwe recommend that zefoi.e further action 135 taken by
prospective vendors to Jevelop ecuipmant proposals, the Ad-
ministrator direct .ne Department of Veterans 3eneflzs eo
sa 2 o

reapprai the workload an ackup regulcaments »roposed for
the Target System to srovide vendors with more r2alistic estyi-
red for Tarjet Sy/ztem nrocessing.,

* Agency connents

on June 15, 1976, we informally digcussad the contants
of this report with VA officials and thay agresed %0 roappraise
the worklosad and backup requirenents,
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