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MID-TERM REPORT CARD: IS THE BUSH AD-
MINISTRATION DOING ENOUGH ON PAPER-
WORK REDUCTION?

FRIDAY, APRIL 11, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ENERGY POLICY, NATURAL
RESOURCES AND REGULATORY AFFAIRS,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2154 Rayburn House Office Building, Hon. Doug Ose (chairman of
the subcommittee) presiding.

Present: Representatives Ose and Janklow.

Staff present: Dan Skopec, staff director; Barbara Kahlow, dep-
uty staff director; Danielle Hallcom, professional staff member;
Melanie Tory, clerk; Yier Shi, press secretary; Alexandra Teitz, mi-
nority counsel; and Cecelia Morton, minority office manager.

Mr. OSE. Good morning.

Welcome to today’s hearing before the Subcommittee on Energy
Policy, Natural Resources and Regulatory Affairs.

Today’s subject matter is, “A Mid-Term Report Card: Is the Bush
Administration Doing Enough on Paperwork Reduction?”

Every April the subcommittee holds a hearing to assess progress
in paperwork reduction. This week, as Americans prepare and file
their Federal tax returns and their State returns, they will again
get to experience firsthand the kind of paperwork that the govern-
ment imposes. Today our subcommittee will examine if, after 2
years in office, the Bush administration is doing enough on paper-
work reduction.

The Office of Management and Budget, which we are going to
refer to as OMB hereafter, estimates the Federal paperwork bur-
den on the public at over 8 billion hours. The IRS accounts for 81
percent of that total. Five additional agencies each levy over 140
million paperwork hours annually on the public and those agencies
are: The Department of Health and Human Services, including
Medicare and Medicaid, the Department of Transportation, Depart-
ment of Labor, Environmental Protection Agency, and the Securi-
ties and Exchange Commission. In its March 2002 draft Regulatory
Accounting Report, OMB estimated that the price tag for all paper-
work imposed on the public is $230 billion a year. Let me just re-
peat that, $230 billion a year.
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Much of the information that is gathered in this paperwork is
important, sometimes even crucial, for the government to function.
However, much is duplicative and unnecessarily burdensome.

In 1980, Congress passed the Paperwork Reduction Act, estab-
lished an Office of Information and Regulatory Affairs [OIRA] in
OMB. By law OIRA’s principal responsibility is paperwork reduc-
tion. It is responsible for guarding the public’s interest in minimiz-
ing costly, time-consuming and intrusive paperwork burden.

In 1995, Congress passed amendments to the Paperwork Reduc-
tion Act and set governmentwide paperwork reduction goals of 10
or 5 percent per year from fiscal year 1996 to fiscal year 2001.
After annual increases in paperwork, instead of the decreases, in
1998, Congress required OMB to identify specific, expected reduc-
tions in fiscal years 1999 and 2000. OMB’s resulting report was un-
acceptable. In response, in 2000, Congress required OMB to evalu-
ate major regulatory paperwork and identify specific expected re-
ductions in regulatory paperwork in fiscal years 2001 and 2002.
Again, OMB’s resulting report proved unacceptable.

Finally, last June, Congress passed the Small Business Paper-
work Relief Act of 2002, as Public Law 107-198. This law required
OMB to take certain actions by June 28, 2003. Also last July, Con-
gress directed OMB to identify and review proposed and existing
IRS paperwork. I look forward to the status report today from
OMB on its implementation of this new law and on the changes it
has made to specifically focus OMB’s resources on IRS paperwork.

In last year’s annual paperwork hearing, witnesses criticized the
unnecessary complexity and burden of the Department of Labor’s
paperwork. After the hearing, I wrote Labor Secretary Chao to re-
view this testimony and asked her to focus on the 38 Department
of Labor paperwork requirements which each impose over 500,000
hours of burden on the public. Half of these, 19, are imposed by a
single agency, the Occupational Safety and Health Administration.
I look forward to Department of Labor’s status report.

Congress’ actions were taken to reduce red tape each year. How-
ever, paperwork burden has increased, not decreased, in each of
the last 7 years. Today, the General Accounting Office [GAO] will
report that last year saw the largest 1-year increase in paperwork
since the 1995 law was enacted. Curiously, in November 2002,
OMB told the agencies, “While we encourage you to identify addi-
tional paperwork reduction initiatives, it is not required.” That is
disturbing, to say the least.

Under the Paperwork Reduction Act, OMB is the watchdog for
paperwork. However, the evidence seems to point to OMB’s contin-
ued failure to focus on paperwork reduction. OMB has not pushed
the IRS and other Federal agencies to cut existing paperwork in a
satisfactory manner. Additionally, agencies continue to levy unau-
thorized paperwork burdens on the American people. Let me repeat
that. Agencies continue to levy unauthorized paperwork burdens on
the American people.

IRS also has a dismal record in paperwork reduction. Today GAO
will report that, “IRS has some discretion that can affect paper-
work burden,” and some IRS burden increases were “at the agency
initiative, not because of new statutes.” Former IRS Commissioner
Rossotti, who testified before this subcommittee in April 1999,
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2000, 2001, and 2002, promised more initiatives each year, espe-
cially for small-business taxpayers. I hope IRS has initiatives
planned to make a substantial dent in this burden.

OMB and the IRS are not doing an acceptable job in paperwork
reduction. The subcommittee’s Mid-Term Report Card, grading
each agency’s effort is on display. In sum, the administration is
clearly not doing enough on paperwork reduction.

I do want to welcome our witnesses today. Again, we are joined
by the Office of Management and Budget’s Director of the Office of
Information and Regulatory Affairs, OIRA’s Administrator, John
Graham. We have Acting IRS Commissioner Robert Wenzel; and
the Assistant Secretary of Labor for Occupational Safety and
Health, Department of Labor, John Henshaw. We have Victor
Rezendes, who is the Managing Director of Strategic Issues at the
GAO.

On our second panel we have Joanne Peterson, president and
CEO of Abator in Pittsburgh, PA. We have Victor Schantz, who is
the president of the Schantz Organ Co. in Orrville, OH, and Frank
Fillmore, Jr., the president of the Fillmore Group in Ellicott City,
MD.

[The prepared statement of Hon. Doug Ose follows:]
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Chairman Doug Ose
Opening Statement
Mid-Term Report Card: Is the Bush Administration Doing Enough on Paperwork Reduction?
April 11, 2003

Every April, the Subcommittee holds a hearing to assess progress in paperwork reduction. This
week, as Americans prepare and file their tax returns, they will again experience first hand the
kind of burdensome paperwork that the government imposes. Today, the Subcommittee will
examine if, after two years in office, the Bush Administration is doing enough on paperwork
reduction.

The Office of Management and Budget (OMB) estimates the Federal paperwork burden on the
public at over 8 billion hours. The Internal Revenue Service (IRS) accounts for 81 percent of the
total. Five additional agencies each levy over 140 million paperwork hours annually on the
public: the Department of Health and Human Services (including Medicare and Medicaid
paperwork), the Department of Transportation, the Department of Labor (DOL), the
Environmental Protection Agency, and the Securities and Exchange Commission. In its March
2002 draft regulatory accounting report, OMB estimated that the price tag for all paperwork
imposed on the public is $230 billion a year - a huge amount.

Much of the information that is gathered in this paperwork is important, sometimes even crucial
for the government to function. However, much is duplicative and unnecessarily burdensome.

In 1980, Congress passed the Paperwork Reduction Act (PRA) and established an Office of
Information and Regulatory Affairs (OIRA) in OMB. By law, OIRA’s principal responsibility is
paperwork reduction. It is responsible for guarding the public’s interest in minimizing costly,
time-consuming, and intrusive paperwork burden. In 1995, Congress passed amendments to the
PRA and set government-wide paperwork reduction goals of 10 or 5 percent per year from Fiscal
Year (FY) 1996 to 2001. After annual increases in paperwork, instead of decreases, in 1998,
Congress required OMB to identify specific expected reductions in FYs 1999 and 2000. OMB’s
resulting report was unacceptable. In response, in 2000, Congress required OMB to evaluate
major regulatory paperwork and identify specific expected reductions in regulatory paperwork in
FYs 2001 and 2002. Again, OMB’s resulting report was unacceptable.

Finally, last June, Congress passed the “Small Business Paperwork Relief Act of 2002 (P.L.
107-198). This law required OMB to take certain actions by June 28, 2003. Also, last July,
Congress directed OMB to “identify and review proposed and existing IRS paperwork.” I look
forward to OMB’s status report today on its implementation of this new law and on the changes
it has made to specifically focus OMB’s resources on IRS paperwork.

In last year’s annual paperwork hearing, witnesses criticized the unnecessary complexity and
burden of DOL’s paperwork. After the hearing, I wrote Labor Secretary Chao to review this
testimony and asked her to focus on the 38 DOL paperwork requirements which each impose
over 500,000 hours of burden on the public. Half of these - 19 of the 38 - are imposed by the
Occupational Safety and Health Administration (OSHA). Ilook forward to DOL’s status report.
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Congress’s actions were taken to reduce red tape each year. However, paperwork burden has
increased, not decreased, in each of the last seven years. Today, the General Accounting Office
(GAO) will report that last year saw the largest one-year increase in paperwork since the 1995
law was enacted. Curiously, in November 2002, OMB told the agencies, “While we encourage
you to identify additional paperwork reduction initiatives, it is not required.” This is disturbing.

Under the PRA, OMB is the watchdog for paperwork. However, the evidence points to OMB’s
continued faiture to focus on paperwork reduction. OMB has not pushed the IRS and other
Federal agencies to cut existing paperwork. Additionally, agencies continue to levy unauthorized
paperwork burdens on the American people.

IRS also has a dismal record in paperwork reduction. Today, GAO will report that, “IRS has
some discretion that can affect paperwork burden,” and some IRS burden increases were “at the
agency’s initiative — not because of new statutes.” Former IRS Commissioner Rossotti, who
testified before this Subcommittee in April of 1999, 2000, 2001, and 2002, promised more
initiatives each year, especially for small business taxpayers. I hope IRS has initiatives planned
to make a substantial dent in this burden.

OMB and the IRS are not doing a credible job in paperwork reduction. The Subcommittee’s
mid-term report card, grading each agency’s efforts, is on display. In sum, the Bush
Administration is clearly not doing enough on paperwork reduction.

I want to welcome our witnesses today. They include: OMB’s OIRA Administrator John D.
Graham; Acting IRS Commissioner Robert E. Wenzel; John L. Henshaw, Assistant Secretary of
Labor for Occupational Safety and Health, DOL; Victor S. Rezendes, Managing Director,
Strategic Issues, GAQ; Joanne E. Peterson, President and CEO, Abator in Pittsburgh, PA; Victor
Schantz, President, Schantz Organ Company in Orrville, OH; and Frank C. Fillmore, Jr.,
President, The Fillmore Group, Inc. in Ellicott City, MD.
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CONGRESSIONAL MANDATES ON PAPERWORK REDUCTION: 1995-2002

Date of Law/Report | Congressional Mandate

1995 “annual Governmentwide goal for the reduction of

Paperwork Reduction information collection burdens by at least 10% during

Act each of FYs 1996 & 1997 and 5% during each of FYs
1998, 1999, 2000, & 2001"

1998 “submit a report by 3/31/99 ... that (1) identifies specific

FY 99 Treasury-Postal | paperwork reduction accomplishments expected,

Appropriations Act constituting annual 5% reductions in paperwork expected
in FY 1999 & FY 2000"

2000 “Not later than 7/1/01 ... submit a report ... that (1)

FY 01 Treasury-Postal evaluates, for each agency, the extent to which

Appropriations Act implementation of [the PRA] has reduced burden imposed

(Sec. 518) by rules issued by the agency, including the burden
imposed by each major rule issued by the agency; (2) ...
evaluates the burden imposed by each major rule that
imposes more than 10 million hours of burden, and
identifies specific reductions expected to be achieved in
each of FYs 2001 & 2002 in the burden imposed by all
rules issued by each agency that issued such a major rule”

2002 “The Office of Management and Budget has reported that

FY 03 Treasury-Postal | paperwork burdens on Americans have increased in each

Appropriations of the last six years. Since the Internal Revenue Service

House Report 107-575 imposes over 80 percent of these paperwork burdens, the
Committee believes that OMB should work to identify and
review proposed and existing IRS paperwork.”

Abbreviations
FY = Fiscal Year

OMB = Office of Management and Budget

IRS = Internal Revenue Service PRA = Paperwork Reduction Act

Prepared for Congressman Doug Ose
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Paperwork Reduction Scorecard

Department/ Paperwork Burden | Paperwork

Agency in millions of hours | Score Comment

Agriculture 90 F | 66 violations; 1 large non-statutory increase
Commerce 19 F | increasing violations; 13 non-stat. increases
Defense 74 C | 2 large electronic decreases, 1 non-stat, add
Education 43 C | 3 large/many small decreases, small adds
Energy 3 D | 1 large/other small decreases

HHS 251 F | 7 violations w/o OMB ever; 6 non-stat. adds
HUD 27 F | 24 violations; 2 non-statutory increases
Interior 8 F | only 1 small decrease

Justice 48 F | only 3 small decreases

Labor 161 F | OSHA=T4% of Labor; no large decreases
State 24 F | no initiatives in ICB; 1 non-stat. increase
Transportation 249 F | 42 M hrs. violation for mos.; 8 non-stat. adds
Treasury 6,636 F | IRS=81% of gov’t.

Veterans Affairs 6 D | 23 violations; 1 large/2 small decreases
EPA 144 D | 2large/1 small decreases

FAR 31 ? | not mentioned in ICB

FCC 27 D | 1 large/3 small decreases, ! large increase
FDIC 10 F | no reduction initiatives in ICB

FEMA i0 F | 8 violations w/o OMB ever; no decreases
FERC 4 C | 1 large/3 small decreases, 2 small increases
FTC 68 F | no reductions; 1 large non-statutory increase
NASA 6 F | no reduction initiatives in ICB

NSF 5 F | no reduction initiatives in ICB

NRC 9 F | no reduction initiatives in ICB

SEC 141 F | 6 small decreases; 10 non-statutory increases
SBA 3 F | no reduction initiatives in ICB

SSA 27 D | 4 small decreases; 3 non-statutory increases
Government Total 8,122 F
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MEMORANDUM FOR MEMBERS OF THE SUBCOMMITTEE ON ENERGY POLICY,
NATURAL RESOURCES AND REGULATORY AFFAIRS

A

? []
SUBJECT:  Briefing Memorandum for April 11, 2003 Hearing, “Mid-Term Report Card: Is
the Bush Administration Doing Enough on Paperwork Reduction?”

FROM: Doug Ose /

On Friday, April 11, 2003, at 10:00 a.m., in Room 2154 Rayburn House Office Building,
the Subcommittee on Energy Policy, Natural Resources and Regulatory Affairs will hold a
hearing on paperwork reduction. The hearing is entitled, “Mid-Term Report Card: Is the Bush
Administration Doing Enough on Paperwork Reduction?”

Paperwork Reduction
To reduce paperwork imposed on the public, in 1942, Congress established a centralized

review function for proposed paperwork. The Federal Reports Act (FRA) required the Bureau of
the Budget (which became the Office of Management and Budget (OMB)) to review and approve
each agency paperwork proposal. In 1980, the Paperwork Reduction Act (PRA) replaced the
FRA and established an Office of Information and Regulatory Affairs (OIRA) in OMB, whose
principal responsibility is paperwork reduction. The PRA was principally intended to “minimize
the paperwork burden for individuals, small businesses, educational and nonprofit institutions,
Federal contractors, State, local and tribal governments, and persons resulting from the collection
of information by or for the Federal Government.”

Attached is a chart that shows actions by Congress on paperwork reduction from 1995 to
2002, and the dates of OMB’s responses to these Congressional mandates. In 1995, Congress
reauthorized the PRA and set government-wide paperwork burden reduction goals for Fiscal
Years (FYs) 1996 to 2001. After annual increases in paperwork, instead of decreases, in 1998,
Congress, in a provision in the 1999 Treasury-Postal Appropriations Act, required OMB to issue
areport identifying specific expected paperwork reduction accomplishments in FYs 1999 and
2000. OMB’s 1999 report only identified a limited number of specific expected reductions. For
example, the Internal Revenue Service (IRS), which accounts for over 80 percent of the
government-wide paperwork burden on Americans, identified no specific expected reductions in
tax paperwork in FY 2000.

taoe) 2266852 BERNARD SANOERS, VERMONT,
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As a consequence, in 2000, Congress, in Section 518 of the 2001 Treasury-Postal
Appropriations Act, required OMB to issue a report evaluating paperwork imposed by agency
regulations (“regulatory paperwork™), including each major rule imposing over 10 million hours
of burden, and identifying specific expected reductions in regulatory paperwork in FYs 2001 and
2002, OMB’s August 2001 report did not fully respond to the statutory requirements. In fact,
OMB limited its evaluation to only two major rules -- both from the Department of Labor (DOL)
-- issued since March 1996. The statute did not include a March 1996 starting date for covered
major rules. In fact, the Subcommittee identified an additional 15 non-IRS and 40 IRS covered
major rules, which each impose more than 10 million hours of burden. These rules were issued
by an additional seven agencies.

After OMB’s April 2002 Information Collection Budget (ICB) for FY 2002 revealed
another year of increases, instead of decreases, in paperwork and did not identify sufficient
accomplishments and initiatives to reduce IRS paperwork, in July 2002, the Appropriations
Committee included a directive to OMB in House Report 107-575, which accompanied its 2003
Treasury-Postal Appropriations bill, to focus more of OMB staff attention on reducing IRS
paperwork.

During 2001 and 2002, the Subcommittee sent eight oversight letters to OMB on
paperwork reduction. Some of the points raised by the Subcommittee included: asking about
OMB’s willingness to disclose its role in paperwork reviews, similar to its disclosures relating to
OMB’s regulatory reviews; and criticizing OMB’s FY 2001 and 2002 ICBs. The Subcommittee
wrote, “The number of specific paperwork reduction initiatives, especially for information
collections imposing huge burdens, is disappointing and the number of unresolved Paperwork
Reduction Act (PRA) violations (including one dating back to 1978 and two from the 1980s) is
of significant concern.” The Subcommittee asked OMB to provide an expected resolution date
for each outstanding PRA violation.

Also included in these letters were requests for OMB to work jointly with: (a) the
Departments of Agriculture and Interior to reduce farm paperwork; (b) DOL to focus on April
2002 testimony before the Subcommittee by the business community about specifically
burdensome DOL paperwork and on the 38 DOL requirements each imposing over 500,000
hours on the public; and, (c) the Centers for Medicare and Medicaid Services in the Department
of Health and Human Services to correct viclations of the PRA, which were not included in
OMB’s FY 2002 ICB.

In October 2001, OMB reduced from 27 to 15 the number of agencies required to make
proposed F'Y 2002 ICB submissions to OMB so that they could be subject to paperwork budget
controls. After the Subcommittee’s April 2002 hearing, where this removal was questioned not
only by the Subcommittee but also by the General Accounting Office (GAO), in November
2002, OMB restored coverage for the 12 previously-removed agencies. However, for the FY
2003 ICB, OMB stated, “In the FY 2002 Information Collection Budget (ICB), we asked each
agency to ‘identify at least two major initiatives to ...reduce paperwork burden on the public.” ...
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‘While we encourage you to identify additional paperwork burden reduction initiatives, it is not
required” (emphasis added) (p. A-1).

ICB submissions from the 27 agencies on last FY’s paperwork reduction successes and
this FY s initiatives were due to OMB on January 10, 2003. The Subcommittee has requested
that OMB’s FY 2003 ICB report (for the FY ending September 30, 2003} be provided 48 hours
before the hearing.

P.L.107-198

In June 2002, the President signed the “Small Business Paperwork Relief Act of 2002™
(P.L. 107-198). This Congressional initiative required OMB 1o do the following by June 28,
2003: (a) publish the first annual list in the Federal Register and on OMB’s website of all
compliance assistance resources available to small businesses; (b) have each agency establish
one point of contact to act as a liaison between small businesses and the agency regarding
paperwork requirements and the control of paperwork; and, (c) report to Congress on the findings
of an interagency task force, chaired by OMB, on ways to integrate the collection of information
across Federal agencies and programs, and the feasibility of requiring the agencies to consolidate
reporting requirements in order that each small business may submit all information required by
the agency 1o one point of contact at the agency, in a single format or using a single electronic
reporting system, and with synchronized reporting.

The law also requires three more OMB reports to Congress by June 2004, December
2003, and December 2004. The last two of these relate to enforcement actions in which civil
penalties were assessed for violations of paperwork requirements.

The invited witnesses for the April 11, 2003 hearing are: OMB’s OIRA Administrator
John D. Graham; IRS Commissioner-Designate Mark W. Everson (who is expected to be
confirmed before the hearing); John L. Henshaw, Assistant Secretary of Labor for Occupational
Safety and Health, DOL; Victor S. Rezendes, Managing Director, Strategic Issnes, GAO; Joanne
E. Peterson, President and CEO, Abator, Pittsburgh, PA; Victor Schantz, President, Schantz
Organ Company, Orville, OH; and, Frank C. Fillmore, Jr., President, The Fillmore Group, Inc.,
Ellicott City, MD.

Attachment
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Congressional Mandates on Paperwork Reduction & OMB Reports: FYs 1996-03

Date of for Due OMB

Law/Report | FY Date Report Congressional Mandate

1/4/95 1996 | annual 9/97 ICB | “annual Governmentwide goal for the

Paperwork 1997 | annual none | reduction of information collection burdens

Reduction 1998 | annual 7/98 ICB | by at least 10% during each of FYs 1996 &

Act 1999 | annual 4/99 ICB | 1997 and 5% during each of FYs 1998,

2000 | annual 4/00 ICB | 1999, 2000, & 2001”
2001 | annual 8/01 ICB

10/21/98 1999 | 3/31/99 | 4/99 in ICB | “submit a report by 3/31/99 ... that (1)

FY 99 2000 - | 4/00 in ICB | identifies specific paperwork reduction

Treasury - accomplishments expected, constituting

Postal annual 5% reductions in paperwork expected

Approp- in FY 1999 & FY 2000"

riations Act

12/21/00 2001 | 7/1/01 | 8/01inICB | “Not later than 7/1/01 ... submit a report ...

FY 01 2002 | annual | 4/02 inICB | that (1) evaluates, for each agency, the extent

Treasury - to which implementation of {the PRA] has

Postal reduced burden imposed by rules issued by

Approp- the agency, including the burden imposed by

riations Act each major rule issued by the agency; (2) ...

(Sec. 518) evaluates the burden imposed by each major
rule that imposes more than 10 million hours
of burden, and identifies specific reductions
expected to be achieved in each of FYs 2001
& 2002 in the burden imposed by all rules
issued by each agency that issued such a
major rule”

7/15/02 2003 | annual ? | “The Office of Management and Budget has

FY 03 reported that paperwork burdens on

Treasury - Americans have increased in each of the last

Postal six years. Since the Internal Revenue

Approp- Service imposes over 80 percent of these

riations paperwork burdens, the Committee believes

House that OMB should work to identify and

Report review proposed and existing IRS

107-575 paperwork.”

Abbreviations

FY = Fiscal Year
ICB = Information Collection Budget
OMB = Office of Management and Budget
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Mr. OsiE. The manner in which this committee proceeds is that
the members on the dais have opening statements. They make
those. Then, we are going to swear in all of our witnesses. We have
your testimony. We have received it. We have reviewed it to the
extent that, when we get to your testimony, if you could summarize
within the 5 minutes we will allot, that would be great, so then we
can go directly to questions.

We are going to have some votes here shortly. So, we are going
to have to work around that. I know my good friend, Mr. Janklow,
has an opening statement, and I recognize him for 5 minutes.

Mr. JANKLOW. Thank you very much, Mr. Chairman.

I appreciate your comments, and I truly appreciate your setting
this hearing.

You know, the reality of the situation is, this is a war, another
war we're going to lose. Congress passes laws. Everybody says he
is for paperwork reduction, and nothing happens. The reality of the
situation is, it’s like the old Shakespearean play, full of sound and
fury, signifying nothing. That’s really what it comes down to. We
live in a society where the government forms, they ask for informa-
tion that’s unnecessary, absolutely unnecessary, and they will
argue with you about whether or not the information is necessary.

I personally have dealt, as a chief executive in my State, on
many occasions dealt with getting forms from the Federal agencies,
the various Federal agencies, not all of them, but various Federal
agencies that are using old forms competing with new forms. And,
they don’t get rid of the old forms, and God knows why they need
the new forms.

We deal with a situation where you can’t even deal with a lot of
these agencies electronically. You can’t even download their forms
off the electronic media. Some of them you can. Some of them have
done a good job of it. But, there shouldn’t be a single form in this
government that a citizen needs to go out of their home to collect,
if they have technology at home. They ought to be able to download
100 percent of the forms in this country. They ought to be able to
fill out 100 percent of the forms in this country at home and trans-
mit them electronically.

Our National Government has to be one of the few places left
that still has both legal-sized paper and letter-sized paper. We
haven’t figured out that you can get by with letter-sized paper, and
they will give you an argument of how much more information they
can get on a legal-sized document, as opposed to doing something
about getting rid of those types of things.

The only way for the citizens in this country to be able to access
the information they have to access, the only way the citizens of
this country can be in the position where they can provide the in-
formation the government needs and get the information from the
government that they need to conduct their affairs as we continu-
ously, increasingly regulate their lives, is to do it on some type of
electronic means. And, I don’t blame OMB for this. There is no way
they can handle this problem. No one listens to them, either.

And so, we live in a society where every agency of every govern-
ment thinks it is sovereign. They do everything they can to sabo-
tage everything that anyone from the outside wants to do, and the



13

reality of the situation is this is another war we are going to lose,
but we are going to have a lot of fun fighting it.

And so, I think it is very timely that you have called this meet-
ing, Mr. Chairman. And, I look forward to the testimony of the wit-
nesses and the opportunity to ask them questions. The tragedy is
that the citizens of this country, they hold out no hope for any real
change. They hold out no hope at all for any real change in the re-
duction of paperwork and the reduction of—and the increased abil-
ity to deal with productivity in their lives, vis-a-vis on how they
deal with their government and for an ever increasing amount of
rules and regulations, most of which are not going to be able to be
deall‘f:1 with electronically, but they will be dealt with in the paper
world.

The truth of the matter is, we are dealing with a revolution that
has been started by the grade schoolers. They understand tech-
nologies. The grade schoolers know how to utilize technology. It’s
the adult community that hasn’t figured it out. So, we need to go
to the 8th graders and ask them how would you do it, what’s an
efficient, effective way to do it, and then maybe they can give us
some advice on how we can transmit it electronically.

So, these are very timely hearings, and I really look forward to
the testimony of the witnesses and seeing if there’s something we
can do. Although I know there probably won’t be. Thank you.

Mr. OSE. On that happy note, I do appreciate your making it this
morning. I know it can’t be easy to be here given last night’s sched-
ule. So, we're grateful. Gentlemen, if you'd all rise please.

[Witnesses sworn.]

Mr. OsE. Let the record show that the witnesses answered in the
affirmative.

Our first witness who joins us, as he has many times in the past,
is John Graham, the Administrator of the Office of Information
Regulatory Affairs, the Office of Management and Budget.

And, Dr. Graham, you are recognized for 5 minutes and welcome.

STATEMENTS OF JOHN D. GRAHAM, ADMINISTRATOR, OFFICE
OF INFORMATION AND REGULATORY AFFAIRS, OFFICE OF
MANAGEMENT AND BUDGET; ROBERT E. WENZEL, ACTING
COMMISSIONER, INTERNAL REVENUE SERVICE, DEPART-
MENT OF THE TREASURY; JOHN D. HENSHAW, ASSISTANT
SECRETARY OF LABOR FOR OCCUPATIONAL SAFETY AND
HEALTH, DEPARMENT OF LABOR; AND VICTOR S. REZENDES,
MANAGING DIRECTOR, STRATEGIC ISSUES, GENERAL AC-
COUNTING OFFICE

Dr. GRAHAM. Thank you, Mr. Chairman, and good morning to
you and members of the subcommittee.

In my exercise class this morning—Friday morning is my exer-
cise day—I was laboring on the Stairmaster, and then doing those
beloved crunches. To get myself going, I said to myself, this is not
so bad. It’s nothing compared to the delightful experience of Chair-
man Ose’s annual paperwork hearing.

For OMB officials, we live to get through this day, and I already
see the light at the end of the tunnel. But in seriousness, Mr. Ose,
thank you for your leadership on this issue, the challenge of rein-
ing in government paperwork. It isn’t fancy policy analysis. It isn’t
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the most enjoyable exercise, but it’s hard work that needs to be
done. We are working on it, and we need your encouragement and
your leadership.

A few reminders before I get to a few of the good pieces of news
that we have to offer this morning, and that is the Paperwork Re-
duction Act, while its first goal is to reduce burdens of paperwork
on the public, it has as a second goal the promotion of utility of the
information that agencies use in their various programs. And, the
Paperwork Reduction Act has embodied in it, an understanding
that there is a need for the government to have information to do
its work and the challenges to make sure that we don’t have unnec-
essary paperwork burdens.

We at the Office of Information and Regulatory Affairs realize
that we are a cause of some paperwork burdens. For example, we
require agencies to do Regulatory Impact Analyses, to support their
regulatory proposals. In order for these analyses to be quality anal-
yses, agencies must collect data from the public and this is burden-
some.

So, as a starting point, understand we have a conflict of interest.
We supposedly are part of the solution of the paperwork problem,
but we also, to some extent, require agencies and the public to pro-
vide information to the government.

Now, you've already mentioned some of the bad news in the re-
port that we have submitted prior to this hearing. This year’s In-
formation Collection Budget. I'd like to take a few moments to
highlight some of the good news.

The first is, and I hope my staff has brought our nice little visual
for you to take a peek at. That is, we have made some progress in
slashing violations under the Paperwork Reduction Act. As you
know, Mr. Chairman, this has been a theme of your efforts. I want
to come out of this hearing today to say there is one little light of
progress in the world. And, that is, we have been reducing, con-
tinuously, and in the last year, quite substantially, the number of
unresolved violations under the Paperwork Reduction Act.

You might ask what is a violation under the Paperwork Reduc-
tion Act. Quite simply, this is a case where an agency actually
places a burden on the public, a business, a farmer, or whatever,
and they require that person to fill out information and send it to
the public without any authorization from the Office of Manage-
ment and Budget.

Each time the government collects information from the public,
there should be an OMB review and clearance and an OMB control
number put on that particular piece of paperwork. And, the typical
paperwork violation is when an agency doesn’t bother to get OMB
approval in the first place, or more commonly, has their approval
expire and doesn’t make the effort to seek reapproval from the Of-
fice of Management and Budget. Not surprisingly, we at OMB view
this as unacceptable. We have adopted a zero-tolerance policy for
these Paperwork Reduction Act violations, and in the last year we
have done a series of communications that youre aware of, Mr.
Chairman, with the CIOs of the agencies, the General Counsels of
the agencies, and in the case of several agencies, we have had to
go to the Deputy Secretaries of those agencies to get paperwork
violations on their radar screens as a problem.
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The chart before you shows, in the last year, over 50 percent de-
cline in the continued decline in the number of these violations. We
realize we have more work to do, we haven’t reached elimination
of these violations, but I would like to add that two agencies that
have been a persistent problem in this area, USDA and Depart-
ment of Housing and Urban Development, have both made sub-
stantial progress in the last year in eliminating their paperwork
violations. There are 62 of them remaining on that chart, and we
are happy to report that all those are on the way to being cor-
rected, and we can provide the subcommittee details on where they
are in the process of being corrected.

The second piece of good news is in the reductions of discre-
tionary paperwork burdens. While overall paperwork burden is up,
the burdens that are within the control of the agencies are actually
going down. They are going down by roughly 2 million hours, par-
ticularly at Treasury, at Education and at HHS.

And, I might say on millions of hours of reduction is that it is
trivial compared to the billions of hours in total. And, I would sug-
gest to you, that’s not a constructive perspective to have on this
problem. These burdens are real for the people who experience
them. When agencies within their control can take out millions of
hours of burden, we should say, “That’s good work agencies, thank
you. Please do more.” We should also credit the agencies when they
make this kind of progress, as well as criticize them when they do
not make this progress.

And, we should also remember that the billions of hours that we
have not been able to remove, they're partly OMB’s responsibility.
They are partly the agencies’ responsibility. But they are also part-
ly the responsibility of the U.S. Congress.

Tglank you very much, Mr. Chairman. Keep the heat on us. We
need it.

Mr. OsE. Thank you, Dr. Graham.

[NOTE.—The Office of Management and Budget’s report entitled,
“Managing Information Collection and Dissemination Fiscal Year
2003,” can be found in subcommittee files.]

[The prepared statement of Dr. Graham follows:]
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STATEMENT OF JOHN D. GRAHAM, PH.D.
ADMINISTRATOR
OFFICE OF INFORMATION AND REGULATORY AFFAIRS
OFFICE OF MANAGEMENT AND BUDGET
EXECUTIVE OFFICE OF THE PRESIDENT OF THE UNITED STATES

BEFORE THE
SUBCOMMITTEE ON ENERGY POLICY, NATURAL RESOURCES
AND REGULATORY AFFAIRS
COMMITTEE ON GOVERNMENT REFORM
UNITED STATES HOUSE OF REPRESENTATIVES
April 11, 2003

Good morning, Mr. Chairman, and Members of this Subcommittee. I am John D.
Graham, Ph.D., Administrator, Office of Information and Regulatory Affairs (OIRA),
Office of Management and Budget. Thank you for providing me with this opportunity to
discuss OIRA’s ongoing efforts to improve the Federal government’s performance in
achieving the important goals and objectives of the Paperwork Reduction Act (PRA). |
have enjoyed working with you and the Subcommittee to improve the manner in which
Federal agencies collect, use, and disseminate information, while reducing the paperwork
burdens that these activities impose on individuals, small businesses, educational and
nonprofit institutions, Federal contractors, State, local and tribal governments, and other
persons.

With the recent submission to Congress of OMB’s Fiscal Year 2003 Information
Collection Budget (ICB}), I am reporting to this Subcommittee on my first full fiscal year
of PRA oversight as OIRA Administrator. In addition to responding to the questions that
the Subcommittee posed in its invitation, I would like to focus on two major themes in
my testimony:

First, T am pleased to report to this Subcommittee that we have made tremendous
progress during the past 18 months in our “zero tolerance” policy, which is aimed at
ensuring that Federal agencies fully comply with their statutory obligations under the
PRA. In November of 2001, soon after I become OIRA Administrator, I senta
memorandum to Federal agencies making clear that the high numbers of PRA violations,
associated with agencies allowing their OMB approvals for ongoing collections of
information to expire, were simply unacceptable and that this situation could not be
allowed to continue. In the subsequent months, OIRA worked with agencies to identify
the violations and eliminate them, and to put into place procedures that would prevent
additional violations from arising. Although we made progress during these early months
in reducing PRA violations, I concluded that I needed to take further action to spur
agency compliance. Accordingly, in June of last year, I sent a follow-up memorandum to
agencies emphasizing once again the importance of eliminating these PRA violations. In
addition, to this end, I personally met with officials from those agencies with the most
violations, and we discussed their plans for ensuring that these agencies came into full
compliance with the PRA. Subsequently, in November of last year, I wrote again to
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agencies, outlining the substantial progress that had been made during the past year, but
also emphasizing that further steps needed to be taken for the Federal Government to
reach our goal of full compliance with the PRA. In the months since then, OIRA staff
and I have worked with the agencies to resolve their existing viclations and to prevent
additional ones from arising. Iam pleased to report that, while we have not yet reached
our goal of full compliance, our “zero tolerance™ policy has brought us near to reaching
that goal. Moreover, for those “lapse” violations identified in the FY2003 ICB that have
not already been fully resolved, the agency has taken concrete action in each case to bring
the collection into compliance, by issuing the initial 60-day Federal Register notice
seeking public comment or by taking the next step of submitting the proposed collection
to OIRA for our review.

Second, I will focus on OIRA’s efforts to reduce paperwork burden on
individuals, small businesses, and other persons. In the ICB, and later in my testimony,
we give a number of examples of collections that have been improved to reduce
paperwork burden. Burden can be reduced in several ways: one is to eliminate questions
from a form; another is to increase reporting “thresholds™ and thereby exempt whole
categories of persons from having to respond to a collection; and another is to use
information technology to make it easier for the public to comply with Federal paperwork
collections. And, in addition to the improvements that have been made in individual
collections, the Executive Branch has been taking action to identify ways to reduce
paperwork burden on a broader, across-the-board basis through our implementation of the
laws that Congress has enacted in recent years to reduce paperwork burden. These laws
include the Small Business Paperwork Reduction Act, the Government Paperwork
Elimination Act, and Federal Financial Assistance Management Improvement Act.
Finally, the importance of paperwork reduction needs to be understood in the context of
larger efforts to reform the regulatory system and the tax code. Most paperwork burden
is rooted in a statute or implementing regulations, and thus in some cases (the IRS Code
is a notable example) one cannot easily reduce paperwork burden without reforms being
made to the governing statute and program regulations. In fact, it is even the case that, in
some instances, it is necessary to increase paperwork burden in order to provide greater
regulatory relief with respect to the non-paperwork burdens that is imposed on the public
by the tax code and Federal regulations. For example, a public health or safety goal
might be better achieved, with greater benefits and at a lower overall cost, by substituting
a disclosure or other paperwork requirement for some other form of non-paperwork
regulatory approach.

My testimony will assess the current level of paperwork burden and describe
OMB's efforts to resolve outstanding agency violations of the Paperwork Reduction Act,
and briefly discuss various agency initiatives that improve the information collection
process.

T would first, however, like to address a number of issues that you raised in your
letter of invitation. Specifically, you asked that I discuss (1) expected resolution dates for
each outstanding violation, (2) agency progress in reviewing non-Internal Revenue
Service (IRS) regulations with more than 10 million burden hours, (3) OMB’s response
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to the July 2002 House Report (107-575), and (4) agency progress in implementing the
Small Business Paperwork Relief Act of 2002.

Expected Resolution Dates for Outstanding Violations

Before addressing the expected resolution date for each violation of the
Paperwork Reduction Act, I'd like to provide a summary of our progress in eliminating
violations and highlight some of our major efforts to address this issue. I'd also like to
acknowledge the leadership role that you have played in reducing violations of the PRA.
Your Subcommittee has expressed concern about the number of PRA violations for
several years and we appreciate your interest in this issue.

At last year’s hearing on the Paperwork Reduction Act, the General Accounting
Office noted that the decline in the number of PRA violations during fiscal year 1999 and
2000 appeared to stop in fiscal year 2001. They also noted that while “OIRA had taken
several actions to address PRA violations, the OMB and the agencies responsible for the
collections could do more to ensure compliance.” I'm happy to report that OMB has
done more — much more — to address violations and the results are outstanding. There are
only 62 remaining unresolved violations, a 55% reduction from last year’s total. Even
more impressive, a 60-day Federal Register notice has already been published (the first
step in obtaining authority to collect information under the PRA) for each of these
outstanding collections.

You are aware that OMB has adopted a “zero-tolerance policy” for violations of
the PRA. We have been working diligently with agency staff and policy officials over
the last 18 months to eliminate all existing violations and put procedures into place to
avoid future violations. Since last year’s hearing, OMB has taken the following actions
directed at eliminating violations:

» June 6. 2002 memo to agencies: [ senta memo to the CIOs and GCs of the agencies,
asking them for an update on the violations reported in last year’s ICB, as well as the
status of any new violations that had occurred since October 1, 2001. The memo also
asked them to provide a detailed description of their procedures for avoiding future
violations.

« Meetings with selected agencies: In August 2002, I met with the CIOs and GCs of
USDA, HUD, VA, and HHS. These four agencies had the greatest number of
violations or the highest burden associated with the collections in violation. In those
productive meetings, we discussed the importance of PRA compliance as well as
action plans for achieving this compliance.

» ICB Bulletin: In this year’s ICB bulletin (describing the agency requirements for
submission of ICB documents), OMB asked agencies to provide a list of violations
that occurred in the past fiscal year, and to update previously reported violations, as
was required in previous ICB bulletins. In addition, OMB required that for each

'U.S. General Accounting Office, GAO-02-598T.
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violation, agencies include in their ICB submission a Federal Register publication
citation and publication date for the initial 60-day Federal Register notices requesting
public comment in their ICB submission. An agency’s ICB submission was not
considered complete until all existing violations (including those violations that have
occurred during FY 2002) have had a Federal Register notice published. All
agencies have published a Federal Register notice for each outstanding violation.

. Status memo to all agencies: I sent a memo to the agency CIOs detailing their
progress toward our goal of eliminating PRA violations and establishing a goal of
zero violations by April 1, 2003; OMB’s General Counsel also shared that memo with
the agencies’ General Counsels and Solicitors. In addition to this progress report, a
list of collections that had expired in the past month and those collections that would
be expiring in the upcoming 150 days was attached. This report was identical to the
report that agency staff receive monthly to assist them in their PRA review planning.
OMB asked the CIOs to examine each of the expired and expiring collections and to
determine if there were any systemic problems in the agency’s procedures for PRA
compliance. OMB required the agency to publish a 60-day Federal Register notice
within a set timeframe for those collections that were already in violation, and asked
agencies to publish a Federal Register notice at least four months in advance of the
expiration date, and submit the information collection request to OMB no later than
one month prior to the expiration date for currently-approved collections. This
schedule should ensure that no currently approved information collections are
allowed to expire in violation of the PRA.

« Letters to HUD and USDA: OMB also sent letters to the Deputy Secretaries of HUD
and USDA that listed the collections that had expired in FY 2002 and asked them to
take action on those that were in violation. These agencies, which seemed to have the
most difficulty maintaining a process that results in full compliance with the PRA,
have now made substantial progress on their violations. HUD and USDA have gone
from being the agencies with the most PRA compliance problems to being the
agencies that are leading the charge on PRA compliance. USDA has submitted all of
their violations to OMB for approval and has put into place procedures for avoiding
violations in the future. HUD has conducted a review of all of the information
collections that they have conducted for the past 20 years to determine if any of those
expired collections were still actually in use. HUD is confident that all existing
violations of the PRA are accounted for, and have started the process of remedying
each of those violations. They have also put into place procedures for avoiding
violations in the future.

As you can see, OMB has dedicated considerable time and effort to addressing
this issue. This effort has paid off. As I mentioned, there are only 62 PRA violations that
had occurred prior to the end of FY 2002 that have not yet been resolved as of April 1,
2003. This is a significant reduction in the number of unresolved violations reported in
previous ICBs.
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I am pleased to report that all of these violations are in the process of being
remedied. 21 of these collections are currently under review at OMB, and should be
acted upon within the next 60 days. Of those collections that are not currently at OMB
for review, agencies have reported that each and every collection that is listed as
"unresolved" has at least had the first 60-day Federal Register notice published. If the
agencies submit all of these collections to OMB soon after the 60-day public comment
period closes, we could have all of these PRA violations resolved within the next 4
months.

We will continue to work with agencies to make sure that they are submitting
these collections that are in violation as soon as possible after their Federal Register
notices have closed, so that we can remedy all of these violations in a timely fashion. We
will also continue to work with agencies to ensure that they are starting the clearance
process well before collections expire so that we can prevent future violations,

Agency Progress in Reviewing Non-IRS Rules with 10 Million Burden Hours

In your letter of invitation, you requested that I provide a status update on OMB’s
review of the 15 regulations—issued by agencies other than the Internal Revenue Service
(IRS)-that impose more than 10 million hours of paperwork burden. These are the
regulations identified by the Subcommittee in their report accompanying the FY 2001
Treasury and General Government Appropriations Act, which requested that OMB
review regulatory paperwork burden.

As you know, in OMB’s March 2002 draft Report to Congress on the Costs and
Benefits of Federal Regulations, we asked the public to consider problematic paperwork
and regulatory requirements and suggest candidates for reform. We did this in response
to the requirement in the Regulatory Right to Know Act that our report include
recommendations for regulatory reform. As part of our ongoing regulatory reform
initiative, we included the 15 regulations that impose over 10 million burden hours.

Our Final 2002 Report to Congress on the Costs and Benefits of Federal
Regulations, entitled “Stimulating Smarter Regulation,” described OIRA’s preliminary’
review of the public comments that we received. During our review, we identified 267
rules that were nominated for reform by one or more commenters. Of the 267
regulations, OIRA referred 126 to agencies for their evaluation. Included in these 126
nominations were eight regulations that the Subcommittee identified as imposing at least
10 million hours of paperwork burden:

. Labor: Process Safety Management (PSM) of Highly Hazardous Chemicals
Transportation: Inspection, Repair, & Maintenance

HHS: Investigational New Drug (IND) Regulations

EPA: Use or Disposal of Sewage Sludge

Labor: Bloodborne Pathogens Standard

. Treasury: Recordkeeping & Reporting of Currency & Foreign Financial Accounts
. HHS: Medicare & Medicaid for Home Health Agencies

LI R ]
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. HHS: Clinical Laboratory Improvement Amendments (CLIA)

As part of the interagency consultation process to consider the public reform
nominations, OIRA has met with these agencies to discuss these and other regulatory
reform candidates. Generally, we have asked agencies to identify candidates for reform,
and report on their recent, ongoing, or future activities concerning the issues raised by
public commenters. OIRA also is involving SBA’s Office of Advocacy to ensure that the
interagency review of the public nominations identifies opportunities to reduce
unjustified regulatory burdens on small businesses.

During our review last year of public reform nominations, OIRA also identified
92 rules that are already under agency consideration or were recently the subject of
agency consideration. These 92 rules included three on the list of 15 rules identified by
the Subcommittee: )

. 