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CENSUS 2010, OFF-LINE AND OFF-BUDGET:
THE HIGH COST OF LOW-TECH COUNTING

TUESDAY, JUNE 6, 2006

U.S. SENATE,
SUBCOMMITTEE ON FEDERAL FINANCIAL MANAGEMENT,
GOVERNMENT INFORMATION, AND INTERNATIONAL SECURITY
OF THE COMMITTEE ON HOMELAND SECURITY AND
GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:32 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Tom Coburn, Chair-
man of the Subcommittee, presiding.

Present: Senators Coburn and Carper.

Senator COBURN. Good afternoon. The Federal Financial Man-
agement Subcommittee of the Homeland Security and Govern-
mental Affairs Committee will come to order.

I want to welcome each of our guests.

I have an opening statement and Senator Carper will be arriving
shortly. We will go on with our hearing and, dependent on when
he arrives, we will allow him a chance to give an opening state-
ment.

I want to thank you for the preparation for this hearing and
working with our staffs. It has been great to work with you.

Usually, when we think about the census, we think about statis-
tics. The Census Bureau has become the largest statistical agency
in the country, if not the world. But behind its data collection is
a steadily increasing price tag for the decennial census which, until
recently, has managed to stay under the radar of Congress. As we
approach the 2010 census, though, it is becoming increasingly ap-
parent to me that costs are spiraling upward at a startling rate.

The 2010 census is projected at the present time to cost nearly
$12 billion. That is $5 billion more, an 80 percent increase, over
the 2000 census. And that is the estimate which we are going to
hear about today, the numbers behind that.

The 2000 census, in turn, cost $4 billion more than the 1990 cen-
sus, at the time a more than 100 percent increase. This is all part
of a disturbing trend in recent decades which witnessed dramatic
cost increases from one census to the next.

Adding to our cost problem is a culture problem. The census
seems to be operating under an early 20th-Century mentality when
pen and paper were the only tools available. The Internet is now
available. For the next census in 2010, the Bureau has decided not
to offer an online option, choosing rather to stick with the system
that is in place as of today.
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In an age when people do everything online, from shopping to
banking to filing their tax returns, a record 70 million tax returns
this last year were filed online, the Census Bureau is lagging be-
hind, needlessly adding to its already high cost and also adding to
its time delay.

I think this is also a mission problem. Census is tasked with
counting the population and it needs the help of all citizens to pull
it off. Participation in the census would be easier to obtain for more
people with fewer census personnel if an online option were avail-
able.

The purpose of this hearing today is to examine what is behind
the skyrocketing cost at the census and what can be done about it.
I hope to get answers to questions as how well has the census been
planning for the 2010 count? What assurances can we have that
the cost overruns in the billions will not take place next time like
they have so many times before? And why was an online option
suddenly rejected? And what will it take to get that back into the
plans for 2010?

The best cost estimate being provided by the Census Bureau for
2010 is $11.3 billion. Unfortunately though, if history is any guide,
that estimate will bear little resemblance to reality in 2010. As you
can see from the chart,! from 1940 to 2010, the 1970 to 2000 cost
for the census increased sharply. Some of that is related to Con-
gress’ requests for increased data.

Costs jumped most significantly between 1970 and 1980. Since
1980 the cost of the census has doubled every decade. In 2010 it
is shaping up to be the same story once again with a cost increase
over the 2000 census of at least $5 billion and most probably $7
billion. No one seems to be willing to apply the brakes.

Some, including the Census Bureau itself, have blamed inflation
and population growth, but what we need to do is look at the facts.
After inflation cost of the Census, if you look at the next chart from
1970 to 2010,2 in the decade between 1990 and 2000, when infla-
tion was amazingly low, 27 percent, the cost of the census in-
creased 154 percent. Between 2000 and 2010 with 10-year inflation
numbers again expected to be low, the cost of the census is ex-
pected to be increased between 70 and 90 percent.

The situation is the same when the population growth numbers
are compared with census costs. In 1990, the census cost $10 a per-
son and in 2000 it cost $23 per person. But in 2010, the census will
cost a staggering, at a minimum, $36 per man, woman, and child
in this country.

That is much more than it cost to file your taxes electronically
Kit}(ll the IRS, and yet the Constitution requires us to count the

eads.

The bottom line is that the census costs are shooting upward at
an unacceptable rate. Many of the problems are with Congress and
what we have asked for. But some of the excuses that we have
been given are without merit.

What then are the real causes of the large cost increase between
2000 and 2010? The Census Bureau, through their testimony, at-

1The chart referred to appears in the Appendix on page 31.
2The chart referred to appears in the Appendix on page 32.
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tributes it to factors such as increased difficulty of finding non-
English speakers and people living in non-traditional housing. The
Bureau also claims that as the population grows, counters will
have to knock on more doors to make up for people that do not
mail back their forms and that costs money. That is true. But when
all these factors are accounted for, it still remains unclear how we
get to a number approaching $12 billion to $13 billion.

The Government Accountability Office, Congress’ watchdog agen-
cy, has analyzed the Bureau’s cost projection and was equally mys-
tified. As a result, they recommended more than 2 years ago that
the Census Bureau compile all its planning information into one
master document to help Congress understand its long-term budg-
et. Census agreed to do so but two appropriation cycles have now
come and gone, and still there is no document.

How is Congress supposed to fulfill our oversight duty effectively
without understanding this basic information? Or is that the point?
I assure you, we will not let this issue drop. There will be a plan-
ning document that itemizes the cost projections down to the dol-
lar.

Knowing projected costs is only the first step. You will see, on
this chart,! transparency is only the first step to accountability.
Frankly, all of these issues should have been worked out after the
2000 budget busting debacle. As late as 1998, the Bureau projected
cost of $4 billion to $5 billion. When all was said and done, the
final cost was more than $6.5 billion, a cost overrun over estimates
of greater than 30 percent. If the 2010 census faces a cost overruns
similar to that in 2000, it will put the final price tag at $15 billion.
It is not simply a matter of possibility, it is an inevitability unless
something is done right now to reassess the cost structure associ-
ated with the census.

One of the most obvious solutions to long-term cost containment
is for the Agency to join the rest of the world in cyberspace and
offer the census online. As you can see from this chart,2 the per-
centage of American adults online now exceeds 72 percent. It is es-
timated that will be above 85 percent in the year 2010. An online
census would allow the Census Bureau to virtually eliminate its
paper intensive systems, to cut back dramatically on the need for
house calls, and to allow faster data integration.

In just the last 5 years, the Federal Government has made ex-
traordinary strides with its e-government initiatives to the point
that every citizen can now file their taxes online. Certainly, if citi-
zens can file their taxes online, they can be counted on line. And
so it is puzzling to me why the census has taken the online option
off the table for 2010.

To say an online option is not practical or cannot be done simply
defies the plain fact that 73 percent of all Americans are already
online and the Federal Government e-government sites are the No.
1 place that they visit.

Canada just last month showed us that it can be done and con-
ducted its national census and offered it online to all of its citizens.

1The chart referred to appears in the Appendix on page 32.
2The chart referred to appears in the Appendix on page 33.
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This is not just something that we can do. It is something that
must be done.

In the medical world, we have a word for it when the number
of cells in the body increases at a rate faster than the underlying
conditions that usually govern cell division would predict. It is
called cancer. The underlying factors governing the cost of counting
Americans do not justify the staggering cost increases in the cen-
sus. Americans get it. They get that it is easy to do things online.
They get that it is not complicated for a Federal agency to know
who they are and some basic information about them.

The government, for the most part, already knows practically ev-
erything there is to know about us, from what is in our bank ac-
counts to our health status in retirement. I simply cannot sell the
cost increases that I am seeing to my constituents in Oklahoma,
and I will not defend them to the constituents in this country.
Americans are not buying it.

There is still time to make mid-course adjustments for 2010. Our
children and grandchildren cannot afford for us to punt these prob-
lems until 2020 or 2030. My hope is that this hearing will help get
us back on the right track right away.

[Prepared statement of Chairman Coburn follows:]

OPENING STATEMENT OF CHAIRMAN COBURN

Usually, when we think about the Census, we think statistics. The Census Bureau
has become the largest statistical agency in the country, if not the world. But, be-
hind its data collection is a steadily increasing price tag for the decennial census,
which until recently has managed to stay under the radar of Congress. As we ap-
proach the 2010 Census, though, it is becoming increasingly apparent that costs are
spiraling upward at a startling rate.

The 2010 Census is projected to cost nearly $12 billion—that’s $5 billion more—
a startling 80 percent increase—over the 2000 Census. The 2000 Census in turn
cost $4 billion more than the 1990 Census—at the time, a more than 100 percent
increase. This is all part of a disturbing trend in recent decades, which witnessed
dramatic cost increases from one census to the next.

Adding to our cost problem is a culture problem. The Census seems to be oper-
ating under an early 20th Century mentality, when pen and paper were the only
tools available. The Internet is now available. For the next census in 2010, the Bu-
reau has decided not to offer an online option, choosing rather to stick with a paper
system. In an age when people do everything online from shopping to banking to
filing their taxes, the Census Bureau is lagging behind, needlessly adding to its al-
ready high costs.

This is also a mission problem. Census is tasked with counting the population and
it needs the help of all citizens to pull it off. Participation in the census would be
easier to obtain from more people with fewer Census personnel if an online option
were available.

The purpose of this hearing today is to examine what is behind the skyrocketing
costs at the census, and what can be done about it. I hope to get answers to ques-
tions such as: How well has the Census been planning for the 2010 count? What
assurances can we have that cost overruns in the billions won’t take place next time
like they have so many times before? Why was an online option suddenly rejected
and what will it take to get it back into the plans for 20107

The best cost estimate being provided by the Census Bureau for the 2010 Census
is $11.3 billion. Unfortunately, though, if history is any guide, that estimate will
bear little resemblance to the reality in 2010. As you can see from this chart, be-
tween 1970-2000 costs for the census increased sharply. Costs jumped most signifi-
cantly between 1970 and 1980, going from $250 million to well over $1 billion in
1980. Since 1980, the cost of census has doubled every decade. In 2010, it is shaping
up to be the same story once again with a cost increase over the 2000 Census of
le_\’t lltzast $5 billion, and possibly more. No one seems willing or able to apply the

rakes.

Some, including the Census Bureau itself, have blamed inflation or population
growth, but let’s take a look at the facts. [refer to posters] As you can see from this
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poster, even after inflation is accounted for, costs still climb from one census to the
next. In the decade between 1990 and 2000, when inflation was an amazingly low
27 percent, the cost of the census increased by 154 percent. Between 2000 and 2010,
with ten-year inflation numbers again expected to be low, the cost of the census is
expected to increase by between 70-90 percent.

The situation is the same when population growth numbers are compared with
census costs. In 1990, the census cost $10 a person, and in 2000 the Census cost
$23 per person; but in 2010, the census will cost a staggering $36 for every man,
woman and child living in this country. That’s much more than it costs to file your
taxes electronically with the IRS and yet all the Constitution requires us to do is
count heads here. The bottom line is that census costs are shooting upward at an
unacceptable rate, and the excuses given are without merit.

What, then, are the real causes of the large cost increase between 2000 and 2010?
The Census Bureau attributes it to factors such as the increased difficulty of finding
non-English speakers and people living in non-traditional housing. The Bureau also
claims that as the population grows, counters will have to knock on more doors to
make up for people that don’t mail back their forms—and that costs money. But,
when all of these factors are accounted for, it still remains unclear how we get to
a number approaching $12 billion.

GAO—Congress’ watchdog agency—has analyzed the Bureau’s cost projections
and was equally mystified. As a result, they recommended—more than two years
ago—that the Bureau compile its planning information into one master document
to help Congress understand its long-term budget. Census agreed to do so, but two
appropriations cycles have now come and gone and there still is no document. How
are we supposed to fulfill our oversight duty effectively without understanding this
basic information? Or is that the point? I assure you, we will not let this drop. There
will be a planning document that itemizes cost projections down to the dollar.

Knowing projected costs is only the first step—you’ll see on this chart—trans-
parency is only the first step to accountability. Then we have to figure out how to
contain those costs. Frankly, all these issues should have been worked out after the
2000 budget-busting debacle. As late as 1998, the Bureau projected costs of $4-5 bil-
lion. When all was said and done, the final cost was more than $6.5 billion—a cost
overrun of more than 30 percent. If the 2010 Census faces a cost overrun similar
to that in 2000, it will put the final price tag at $15 billion. This is not simply a
matter of possibility, it is an inevitability unless something is done right now to
curb the skyrocketing costs.

One of the most obvious solutions to long-term cost containment is for the agency
to join the rest of the world in cyberspace and offer the census online. An online
census would allow the Census Bureau to virtually eliminate its paper-intensive sys-
tems, to cut back dramatically on the need for house calls and to allow faster data
integration. In just the last five years, the federal government has made extraor-
dinary strides with its e-Government initiatives to the point that every citizen can
now file their taxes online—certainly if citizens can file their taxes online, they can
be counted online. And so it is puzzling to me why Census has taken the online op-
tion off the table for 2010.

I am deeply concerned that the Census is mired in a bureaucratic, “pen and
paper” mentality that refuses to change the way things have always been done. To
say an online option is not practical or cannot be done simply defies the plain fact
that 73 percent of all American adults are online already. Canada just last month
showed us that it can be done and conducted its national census and offered it on-
line to all of its citizens. This is not just something that we can do, it something
that must be done. I assure you that this subcommittee will not drop this issue. The
2010 Census will be online.

In the medical world, we have a word for when the number of cells in the body
increases at a rate faster than the underlying conditions that usually govern cell
division would predict—cancer. The underlying factors governing the cost of count-
ing Americans do not justify the staggering cost increases at the Census. Americans
get this. They get that it’s easy to do things online. They get that it’s not that com-
plicated for a Federal agency to know who they are, and some basic information
about them. The government for the most part, already knows practically everything
there is to know about us—from what’s in our bank accounts to our health status
in retirement. I simply can’t sell these cost increases to my constituents back in
Oklahoma. Americans aren’t buying it.

There’s still time to make mid-course adjustments for 2010. Our children and
grandchildren can’t afford for us to punt these problems to the 2020 or 2030 count.
I hope that this hearing will help us get back on track right away. I want to thank
our witnesses for being here today and for their time and preparation.
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Senator COBURN. And I want to thank you again for your efforts
to be here and our thank you for our witnesses to be here.

Let me introduce to you, if I can, our panel of witnesses. First
is Brenda Farrell. She is Acting Director of Strategic Issues, U.S.
Government Accountability Office.

In November 2005, Ms. Farrell was appointed Acting Director for
Strategic Issues, where she is responsible for overseeing three
major bodies of work related to census, strategic human capital,
and government regulation issues.

Prior to joining Strategic Issues teams, Ms. Farrell was Assistant
Director for Defense Capabilities in Management and led military
personnel engagements encompassing bodies of work in military
pay and benefits, Reserve and National Guard mobilization issues,
and military officer requirements and career development.

She began her career at GAO in 1981 and has served in a num-
ber of areas. In 2001, she was selected to enter the National De-
fense University Industrial College of the Armed Forces and earned
a master’s degree in national resources strategy.

She has also completed other specialized training in subject mat-
ter expertise such as defense manpower and force management.
She completed the Leadership Development Program at Eckerd
College in 2004. And in 2005, she completed the Senior Executive
Fellow Program at Harvard University.

Her numerous awards include Results Through Teamwork
Awards in 2004 and 2003, an award for high quality products and
client relations in 2003, and a GAO honor award for sustained ex-
traordinary performance leading multiple highly complex defensive
reviews in 2002.

Charles Louis Kincannon is the Director of the U.S. Census Bu-
reau. He was appointed by President Bush and was unanimous
confirmed by the Senate on March 13, 2002.

He began his career as a statistician at the U.S. Census Bureau
in 1963 after graduating from the University of Texas at Austin.
Congratulations on that wonderful national championship.

He held positions of leadership at the Census Bureau and also
with the Office of Management and Budget. He served as Deputy
Director of the Census Bureau during the 1980s and as Acting Di-
rector during the crucial final phase of preparation for the 1990
census.

Throughout his career with the Federal Government, Mr.
Kincannon sought to strengthen relationships between statistical
agencies as well as data users in order to produce timely, relevant
data that informs public policy and decisionmaking.

In October 1992, Mr. Kincannon was appointed as the first Chief
Statistician in the Organization for Economic Cooperation and De-
velopment, (OECD), in Paris to coordinate the organization’s statis-
tical programs, as well as advise the OECD Secretary on general
statistical policy. During that time, he encouraged cooperation and
understanding amongst statistical agencies and underscoring the
large relationships between the nations.

I again want to thank each of you for your cooperation. Mr.
Kincannon, we are going to recognize you first and give you an op-
portunity to speak. Take the time that you need. And then we will
recognize Ms. Farrell. You are recognized.
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TESTIMONY OF HON. LOUIS KINCANNON,! DIRECTOR, U.S.
CENSUS BUREAU

Mr. KINCANNON. Thank you, Mr. Chairman. Let me move this a
little closer.

On behalf of the Census Bureau, I want to thank the Chairman
and presently Senator Carper for the opportunity to update the
Senate on the re-engineered 2010 census program. The decennial
census program is the Bureau’s largest activity and its highest
budget priority. In fact, it is one of this Nation’s largest peacetime
mobilizations and is mandated by the Constitution.

In the past, the census provided comprehensive detailed informa-
tion once every decade. Yet there is an increasing need for such
data more frequently at the local level. The American Community
Survey, one of the components of the re-engineered 2010 census
program, will address this need.

The American Community Survey (ACS), replaces the long form
of the census, a crucial step in realizing a short form only census.
In the past, we collected long form data as part of the decennial
census. As such, it was costly and it complicated our effort to con-
duct a basic enumeration.

The American Community Survey collects information on edu-
cation, income, and other social and economic characteristics. Every
question on the ACS is mandated by Federal law or fulfills Federal
requirements.

The ACS will provide timely, accurate information for every
county, city, and neighborhood each year, not just once a decade.
These data will help city and community leaders in every State and
allow the Census Bureau to focus its efforts in 2010 on the core
constitutional count used as the basis for apportionment and redis-
tricting.

The success of the 2010 re-engineered census program will also
depend on the MAF/TIGER or geographic tools enhancement pro-
gram, an extensive nationwide operation to modernize and consoli-
date the census address list and map. This is a multifaceted effort
taking advantage of well-established technologies, such as GPS ca-
pabilities, to improve outdated error prone map systems currently
in place.

Much of this work is being done through a major contract with
the Harris Corporation, estimated at $200 million in cost at the
time of its award in June 2002. This activity is within budget and
on schedule for completion in 2008. This geographic improvement
program is important because ensuring the accuracy of the location
of each address is the guarantee that political representation and
resources can be distributed fairly to States, cities, towns, census
tracts, and blocks as they are demanded.

Our overriding goal for the 2010 census is to improve the cov-
erage and accuracy of the census and to contain costs. In response
to numerous GAO recommendations, we have developed a rigorous
planning and testing program that includes many long sought cen-
sus improvements such as bilingual questionnaires, a second mail-

1The prepared statement of Mr. Kincannon with attachments appears in the Appendix on
page 34.
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ing of the questionnaire and targeted census coverage improvement
programs.

Another significant improvement is the expanded use of tech-
nology. Our efforts have centered on two major systems, the 2010
Decennial Response Integration System (DRIS), and the Field Data
Collection Automation System, or FDCA as we rather
uneuphoniously refer to it.

Both of these are IT contracts together totalling over $1 billion.
The purpose of the DRIS contract, which was awarded last year to
Lockheed Martin Corporation, is to ensure the accurate and pro-
tected collection and storage of American’s data, whether by paper
form, handheld computer, or telephone.

The FDCA contract was awarded this spring to the Harris Com-
pany. The purpose of FDCA is to capture directly the information
collected by mobile computer devices during the personal inter-
views and non-response follow-up. This eliminates the need for
paper forms, address lists, and maps for the major field data collec-
tion operations. The use of this technology is a revolutionary im-
provement in the way we conduct the largest and most expensive
activity of the decennial census.

All of this underscores the importance of Congressional support
for all aspects of the 2010 decennial census. Thousands of indi-
vidual operations and procedures must be successfully imple-
mented in less than 4 years to ensure the success of the 2010 cen-
sus.

The President’s 2007 budget request for the Census Bureau is
over $800 million. $512 million of that is for the decennial pro-
grams. In the course of the decade, we expect the re-engineered
census will cost more than $11 billion, as the Chairman said.

To understand the cost, consider the scope of the task. It is our
responsibility to count every person in every community on every
street and in every household. For the Census 2000, we sent ques-
tionnaires to more than 117 million households, 80 million of those
households responded by mail. For the rest, we sent census takers
to collect the census information. We opened 520 local census of-
fices and hired more than 860,000 temporary workers.

For 2010, we are projecting there will be more than 310 million
persons living in America and that we will have to count them in
more than 130 million households.

Our increasingly diverse population is more difficult to count. As
we plan and test new data collection efforts, we try to estimate the
effect they will have on the overall response rate, since the high
non-response follow up is truly the cost driver for the census.

We have successfully tested and plan to implement bilingual
questionnaires in selected communities, guided by the results from
the ACS. A second mailing will be sent to non-responding house-
holds and automated field data collection is a device that, along
with these others, are steps that will reduce cost and improve qual-
ity.

We have also considered other data collection and methods, in-
cluding Internet data collection. Based on our research, testing, ex-
perience, and the knowledge of experience in other countries like
Canada and Australia, Internet data collection would not signifi-
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cantly improve the overall response rate to the census or reduce
field data collection costs.

In 2003 and 2005, census tests offered an Internet response op-
tion. And in both cases the Internet response was low and did not
increase the overall response rate. It merely diverted some small
percentage, about 7 percent, from the paper medium to the Inter-
net, not enough to substantially change our paper collection or field
data collection costs.

We are also concerned that utilizing the Internet could jeopardize
other planned improvements that we know will save money. At this
point in the decade, efforts to develop an Internet response would
divert attention and resources from these tested and planned im-
provements that we know will increase the overall response rate by
several percentage points and save money.

A successful census is more than a technical achievement. It is
the creation of a national resource that empowers decisionmaking.
I hope, Mr. Chairman, you will agree it is a success worth sup-
porting.

I thank you for this opportunity to provide an update to the cen-
sus and look forward to your questions.

Senator COBURN. Ms. Farrell.

TESTIMONY OF BRENDA S. FARRELL,! ACTING DIRECTOR,
STRATEGIC ISSUES, U.S. GOVERNMENT ACCOUNTABILITY
OFFICE

Ms. FARRELL. Thank you, Mr. Chairman.

Senator COBURN. It is hard to remember.

Ms. FARRELL. I know, and I was warned beforehand, too.

Mr. Chairman, thank you for the opportunity to be here today to
discuss the mushrooming costs of the decennial census, now esti-
mated to be over $11 billion, as well as the actions that the Census
Bureau is taking to contain those costs.

Let me briefly summarize my written statement that is based on
findings from our issued reports, as well as preliminary results
from ongoing work that we plan to issue within the next few weeks
on the Bureau’s efforts to build a complete and accurate address
list, the foundation for a successful census.

A cost effective decennial census is a monumental management
challenge. It is long-term. The 2010 Census protected life cycle
costs spans 13 fiscal years.

It is large-scale. For example, if recruitment goals are similar to
the 2000 Census, 2.4 million applicants could be recruited to carry
out census operations.

It is costly. As already noted, according to the Bureau, the next
census will cost over $11 billion.

It is a high risk, in that the Census Bureau has one opportunity
to get it right on April 1, 2010.

Further, we are closely monitoring the 2010 Census to determine
if we should put it on GAO’s high-risk list.

The sheer size of the census means that small problems can mag-
nify quickly and bit problems could be overwhelming. For example,
60 seconds might seem like an inconsequential amount of time. But

1The prepared statement of Ms. Farrell appears in the Appendix on page 72.
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in 2000, if enumerators had spent just one minute more at each
household during non-response follow-up, it could have added al-
most $10 million to the cost of the census.

My statement today is presented in three parts. The first ad-
dresses the extent to which the Bureau has developed timely and
detailed cost data for effective oversight and cost control. Despite
a history of cost increases, the Bureau’s most recent life cycle cost
estimate does not reflect the most current information from testing
and evaluation, nor provide complete information on how changing
assumptions may affect costs.

Given the cost of the census in an era of serious national fiscal
challenges, it is crucial for the Bureau to provide Congress with
more complete information such as sensitivity analyses about the
likelihood—high, medium, or low—that certain assumptions would
drive costs.

For example, for the 2000 Census, the Bureau’s supplemental
funding request for $1.7 billion in fiscal year 2000 primarily in-
volved changes in assumptions related to increased workload, re-
duced employee productivity and increased advertising.

The second part of my testimony addresses the progress the Bu-
reau has made to reduce non-response follow-up costs. Since 2000,
the Bureau has re-engineered the decennial census and has begun
new initiatives to reduce non-response follow-up costs

These initiatives include: One, using only a short form census
questionnaire. Two, automating field operations. Three, using a
targeted second mailing to households that fail to respond to the
initial census questionnaire instead of sending an enumerator to
visit houses that have not responded.

These initiatives could reduce the workload and cost of non-re-
sponse follow-up. While these initiatives show promise, the Bureau
will be to address technological challenges with the handheld mo-
bile computing devices that will be used to collect the data for non-
response follow-up.

Third and finally, Mr. Chairman, not withstanding the signifi-
cant progress the Bureau has made to address lessons learned from
the 2000 Census, I wish to note several challenges of, if not prop-
erly managed, could increase the cost of the census. These chal-
lenges include overseeing contractors responsible for conducting
key census-taking operations totaling almost $2 billion in contracts;
successfully updating address and map files; and assessing the re-
sources that will be needed to update the address and maps for
areas affected by Hurricanes Katrina and Rita.

We have made recommendations in our reports for each of these
three areas and the Bureau has said that it is taking action on
many of them. We will continue to assist Congress in monitoring
the Bureau’s progress.

Mr. Chairman, that concludes my opening statement and I will
be happy to take questions at this time.

Senator COBURN. Thank you.

Let me go to Mr. Kincannon. And I want you to feel free to take
time, if you heard something that you do not think is right, Mr.
Kincannon, to address it. If you think there are assumptions that
were made in her testimony or something I have said, please feel
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free to address those issues as we go through. This is about to get
the information out so that we all know.

Right now, we are talking about the 2010 Census costing $5 bil-
lion more than the 2000. What are the two or three biggest cost
drivers in that that would account, other than inflation which is
going to be about 25 percent. What are the two or three biggest
cost drivers that are accounting for why this thing would increase
by $5 billion?

Mr. KINCANNON. Before we go to the second part of your ques-
tion, our figures indicate that so-called Federal inflation, that is the
inflation rate used by OMB to estimate out-year budgets, accounts
for about two-thirds of the total cost increase between censuses. So
it is not a quarter but two-thirds, unless we have a different set
of figures in mind.

Senator COBURN. The last census cost what?

Mr. KINCANNON. The last census cost $7.6 billion in constant
2010 dollars.

Senator COBURN. No, what did it cost in dollars then? You cannot
use both sides of the inflation number. If you are going to give me
inflation-adjusted, it was $6 billion, $6.4 billion or $6.5 billion.

Mr. KINCANNON. $6.4 billion, if you add together the dollars
spent at each year in the 13-year cycle.

Senator COBURN. We are talking 10-year periods. We are talking
about the same thing. You are talking about, at a minimum $11
billion, and probably more likely much greater than that.

So we are talking $5 billion.

The American public, if we are going to use cost-adjusted, then
we need to use cost-adjusted all the way. And so we are talking
real dollars.

The fact is in 2000 dollars, it is a 50 percent increase in 2000
dollars. If you are talking 2000 dollars.

Mr. KINCANNON. If you are talking nominal dollars in 2000 and
nominal dollars in 2010, then yes, it would be $5 billion. It is $6.4
billion in 2000.

Senator COBURN. We have had an inflation rate of under 3 per-
cent each year. So at the most, we are going to have 30 percent,
or 1.3 times, so you are going to have 33 or 35 percent. Why is it
going to cost $2.5 billion more?

Mr. KINCANNON. It costs more because of increase in population,
increase in the number of housing units, an increase in the number
of people per housing unit, which means that a housing unit is
really the unit of work in the census. So those things go together.

The increased difficulty in getting people to respond to Federal
surveys or inquiries of any kind.

Senator COBURN. So we know that as a fact, that there is a hard-
er factor to get anybody to respond today?

Mr. KINCANNON. Yes, there are plenty of indicators that it is
harder to get people to respond to surveys.

Senator COBURN. And there is no economies of scale? If we have
600 million people, we should keep rising, in terms of the cost per
person to count them?

Mr. KINCANNON. It will more than rise, in terms of the cost to
count each person, if there are smaller housing units, smaller fami-
lies living in houses or more elderly living in housing units alone.
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The smaller the housing unit, the less the productivity of getting
data from each housing unit.

Senator COBURN. The cost per person in 1970 was $1.22. At best,
we are talking $36.57 per person, and probably more likely over
$40 per person. In 2000 the cost per person was $23.45, which was
130 percent more than in 1990.

I do not think the American people are going to buy the fact that
if we doubled the population we would get no economies of scale
out of the census organization in terms of the numbers responding.
If you are going to mail out a survey, what was your percentage
in the 2000 Census, and terms of response to the mailing?

Mr. KINCANNON. It was 67 percent, I believe, housing units
mailed back returns.

Senator COBURN. So you would not assume that you would get
{SO-S;)me percent out of 600 million, as you would out of 300 mil-
ion?

Mr. KINCANNON. I think we will get a higher percentage out of
the mail response in 2010, because we will have only a short form
census. And I think people will be more cooperative.

Senator COBURN. So there is cost savings associated with that?

Mr. KINCANNON. It is not relevant to speak of the cost of count-
ing a person because we do not count the person one by one. We
count in housing units. So you go to the door with a questionnaire
by mail, or in-person if necessary. So that is the relevant unit of
cost.

Senator COBURN. So if that is the relevant unit of cost, it costs
$56 to do that in 2000 and it is going to cost $88 in 2010, based
on your best estimates right now.

And you are going to be using the short form on everybody. So
explain to me why that is going to shoot up 50 percent, more than
50 percent, on the cost per household, based on your own estimates
of the numbers that you gave the Subcommittee?

Mr. KINCANNON. I thought the numbers that we gave the Sub-
committee, put in constant dollars, showed an increase of 35 per-
cent.

Senator COBURN. Let us just talk about dollars. You gave the
Subcommittee $56 per household to $88 per household. So that is
from $32 to $56. That is a significant increase. I will not quibble
with the numbers.

The question is you are going to the small form, the short form.
You are going to have more numbers that are going to be returned
because it is going to be a short form. How do you explain to the
American people that the cost is going up $32 per household over
10 years on a short form now, when a third or 10 percent of them
used to be the long form. How do we explain them? How do we jus-
tify that?

Mr. KINCANNON. Well, the cost per housing unit is a function of
many things. But you have to get to the housing unit, you have to
have the mailing list, the address list, the mapping all done. That
is a big component of cost. And that is probably the single most im-
portant basic phase, as Ms. Farrell pointed out, to making the key,
the foundation for an accurate census.

Senator COBURN. I guess probably the reason I am asking these
questions is because the planning documents have not ever been
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brought forward on how you are assessing these costs? How you
are doing it? How do you measure it? How do we get a look at it
so that we have a confidence level?

I will tell you that I will be your best friend or your worst enemy
when it comes to getting extra money for the census. Because if it
is not efficient—every year between now and 2010, we are going to
be looking to make sure that the planning and the efficiency that
can be gotten is going to be gotten there.

The itemization of costs as a part of the planning document that
has been asked for two appropriation cycles, that still is not there,
let us just go to that question.

Where is that document? When is it coming?

Mr. KINCANNON. I thought we had provided that information to
the Congress in terms of the life cycle cost document, and quite a
lot of dialogue about how we put that together and how we updated
it.f_If we have not satisfied on that, then we need to get more spe-
cific.

Senator COBURN. I will have staff follow up with you on that.

Mr. KINCANNON. Thank you.

Senator COBURN. Let me make one other point. Welcome, Sen-
ator Carper. Glad you are here.

According to our calculations from what we have gotten from you
all, the non-response follow-up in 2000, from 2000 to 2010, by your
own submission, will cost $1 billion more. But the overall costs are
increasing by $5 billion. So if those numbers are right, 20 percent
of the increase in costs is for the non-response. What is the other
80 percent?

I know you have $2 billion set inside for all of your mapping and
the other programs. What is the other $2 billion?

Mr. KINCANNON. The other $2 billion is composed of changes in
the number of people per housing unit, the cost of hiring and pay-
ing people, and does not yet even factor in the probable increased
cost in security that we will be dealing with in hiring the number
of people that we need.

If we have not given you the linkage between how we composed
the cost for 2010, then we can do that and we will do that.

Senator COBURN. That will be very helpful to us. I am not sure
that we have got that.

I am not going to hold you to this. I just want you to guess. What
do you think the highest possible total cost for the 2010 census is
going to be?

Mr. KINCANNON. I would not expect a variance in real terms of
more than say 5 to 7 percent. And I hope there will not be that
much. That is a guess. That is not an administration statement.

Senator COBURN. I understand that and you are on the record as
a guess.

Mr. KINCANNON. I think it is important to look back at 2000 and
realize that we did not have the kind of careful planning, testing,
revision of plans, and systematic moving forward that we have had
so far for this census. Among other things, with a year left before
the census, the Supreme Court handed down a decision that meant
the Administration at that time and the Census Bureau had to
completely revise plans on the ground for taking the census. If you
do that kind of change late in the cycle, without speaking to the
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wisdom of the change or anything else, then you do have sharp in-
creases at the very end. I hope we are not going to have that kind
of change again.

Senator COBURN. I hope so, too. The itemization of costs is a part
of the planning document, that is one of the things that we want
to see is the itemization of how you got there.

Part of our problem, as Members of Congress, is trying to get our
hands around an agency that you have your hands around and you
are somewhat familiar with. We have to try to become familiar
with that. And so more information is better, rather than less.

I think I will stop now and welcome my co-chair, Senator Carper,
for a short statement and any questions.

OPENING STATEMENT OF SENATOR CARPER

Senator CARPER. Thanks, Mr. Chairman.

I have no statement that I will give, but I do have one for the
record, if I could offer that.

Senator COBURN. It will be made part of the record.

[The prepared statement of Senator Carper follows:]

PREPARED OPENING STATEMENT OF SENATOR CARPER

I want to thank Chairman Coburn for holding today’s hearing to examine the
costs and the information technology components of the 2010 Census. Although Cen-
sus costs double every decade, we must remember that the Census Bureau is tasked
with an enormous undertaking—to count everyone in the United States. With the
ever changing dynamics of the U.S. population, I believe the Cenus Bureau is doing
}helzdright thing by using information technology to help stream line tasks in the
ield.

The questions that we will ask here today are whether or not those initiatives are
being implemented in the most appropriate manner and through the most efficient
means. Because information technology accounts for nearly 17 percent of the 2010
Census’ total costs, poor oversight of various information technology components
could have a disastrous affect on the success and cost of the Census. The Census
Bureau has the responsbility to immediately address any risks before Census Day
2010.

The Census Bureau has also decided not to offer the 2010 Census online. This is
surprising, since e-government is a leading priority for our Federal Government.
Various agencies have implemented Internet initiatives to help invididuals better
communicate and do business with the Federal Government. This year at the IRS,
online tax filing reached record levels.

I look forward to hearing, in detail, the Census Bureau’s reasoning for not offering
the 2010 Census online and their decision to back-away from the e-government
trend. Census Day 2010 is rapidly approaching. We each have a responsibility to
ensure that the Census is conducted in the most efficient manner. I want to thank
each of our witnesses for your service, and I look forward to your testimony.

Thank you.

Senator CARPER. I suspect the Chairman has already delved into
this, but I am going to come back and revisit it anyway.

In the last couple of months, we have witnessed in this country
an effort to sign up literally tens of millions of senior citizens for
Medicare Part D prescription drug program. A lot of that has been
done on the telephone, people call, wait to get somebody on the line
and call back and finally maybe get somebody. They call my office,
and they probably call Senator Coburn’s office, as well, and we try
to help, too.

A lot of people, though, signed on to the benefit online. For those
who did not have the computer skills were able to find people in
their senior center or their family to help them to sign up online.
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We have tens of millions of people who file their taxes in the
month of April or other times during the year. A lot of those folks
did that online, as well.

When I was governor of Delaware, we began filing State taxes,
accepting State tax filings, online as well.

I understand that the Census Bureau has considered whether or
not there is a business case that justifies doing the census or part
of the census online. And I understand that you have concluded
that there is not.

I would just ask for you, Mr. Kincannon, to talk about that, par-
ticularly in light of the work we have done in other areas involving
the Federal Government, Medicare, and IRS.

And then I would ask, Ms. Farrell, if you would comment on it,
as well. But Mr. Kincannon, if you would take it first.

Mr. KINCANNON. The Internet is an enticing option and we use
electronic reporting extensively in the business data that we col-
lect. Businesses, particularly larger scale businesses, seem to find
that a very efficient way of reporting for multiple establishments.
So it is not as though we do not use the Internet and other elec-
tronic means of reporting when it seems to be received well by re-
spondents.

Almost all of the export data that we collect is collected in an
automated form. And both the exporters and the Census Bureau
like that very much because it is faster and more accurate, lower
in cost for us and for them.

We have tested Internet response to the short form only census
because it is short, and it would seem like it would be an easier
thing to handle online than an application for Medicare. And cer-
tainly—you send in your completed taxes based on commercial soft-
ware that you file. You do not actually do your taxes online in most
cases, although I guess in some cases they may do it with some-
body’s online system.

What we found is that when we offered respondents, in a test,
a controlled test, the chance to fill out the short form online, a few
people did. My recollection it was less than 10 percent, 7 to 10 per-
cent. The total response rate of the people responding by Internet
and by mail on paper was no greater than the control group. So
we did not gain any net response. We did not do any more to re-
duce the costly non-response follow-up. That is the biggest cost
driver in the census, and it is our target for trying to reduce that.

When we conducted a test where we emphasized the importance
of responding on the Internet, we sent people a letter or a card, I
do not remember which, where we said we want you to complete
this form. Go to this site, use this control number so we know who
you are and where you are, what your address is. And if you do
not have access to a computer or do not wish to use the Internet,
call this number and we will mail you a questionnaire.

The overall response plummeted. About 30 percent of people did
file on the Internet, but the total response was less than half the
universe that we expected.

So looking at our experience there, we do not see that we gain
any business advantage of reduced cost or being able to predictably
reduce substantially our infrastructure for handling the paper
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questionnaires. I do not know why that is, but it is a fact that we
have tested that, and that is the indication.

It may be that the paper questionnaire, being only about 8 ques-
tions, tests takes about 10 minutes for a family of four to fill it out.
The easiest thing to do is just to fill it out and mail it in. Or maybe
people decide they are going to do it on the Internet and then do
not get around to doing it.

I do not know the explanation.

Senator CARPER. Let me just interrupt you for a moment.

Roughly how much does it cost per household to get them to com-
plete and submit their questionnaire for the census? Can you at-
tribute a cost of that? Is it $50, $60, or $70 for responders?

Mr. KINCANNON. For people returning their questionnaires, for
responders? I cannot. Do we know the cost?

I do not know, but let us say it is $10. I do not know what the
cost is. You print the questionnaire. You mail it. You pay the post-
age coming back, and you scan it in. It is very modest.

Senator CARPER. Does that include all of the costs? Is there
something missing there?

Mr. KINCANNON. I do not know whether it includes all of the
costs. It includes the operational cost of sending out and receiving.

Senator CARPER. I think the Chairman said those are the vari-
able costs.

Chairman COBURN. Those are the variable costs.

Senator CARPER. And are there fixed costs that you are able
to

Mr. KINCANNON. Sure. You have to have the maps, you have to
have the tabulating software and all kinds of things to deal with
that. And you have to have all of the receiving, scanning, and other
kinds of equipment there to do.

If you take responses also on the Internet, you have to have a
means of converting those to the same compatible format with this
other information.

So that is all fixed costs. You have to do that if you get one back
by Internet or two.

Senator CARPER. Let me just continue on where I am going.
Could you conceive of a situation where we could significantly in-
crease the percentage of folks who would respond online by offering
them, rather than just to say thank you but offering them some
kind of financial remuneration for those who responded online?

Mr. KINCANNON. There is a good deal of evidence in survey re-
search literature that offering cash incentives or other kinds of in-
centives can have an effect on response. But it also costs some-
thing.

Senator CARPER. Have you all ever looked at whether or not the
amount of remuneration that might be called for would more than
pay for itself?

Mr. KINCANNON. I am not aware that we have looked at that on
the census. We have examined it and do use incentives on house-
hold surveys. And we may have looked at it, but I am not aware
of that.

Senator CARPER. Thank you for your responses. Let me turn to
Ms. Farrell if I could, and your comments on these issues, please.
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Ms. FARRELL. The Bureau raises some important considerations
regarding the security of the Internet and the cost savings. As tech-
nology has advanced, we know that Federal agencies have found
the benefits of using the Internet and other collections. And it
should be noted that GAO did put information security on our
high-risk list back in 1997. But that does not mean that those ob-
stacles cannot be overcome, and that they should not be explored
to be overcome.

We have not seen what the business case is behind the Bureau’s
decision to drop the Internet. We have asked. We were told that
there was not a business case made for that determination. But the
decision was a sound business decision.

Senator CARPER. Would you say that again, please? Just repeat
what you said.

Ms. FARRELL. In terms of the business case, we were under the
impression that the Bureau had developed a sound business case
to base that decision to drop the Internet from their contract that
was let last October. But when we asked for such information, we
were informed that we had misunderstood and that there was no
business case that they had actually developed.

I think it is important to note that the Bureau did explore and
offered the Internet as an option for the 2000 census, and they had
a low response rate. it perhaps could have been because of low ad-
vertising. We do not know. We have not seen what the Bureau has
done to explore the use of the Internet from 2000.

It has been puzzling to us, as to when the Bureau did mention
its use of the Internet in its 2000 life cycle cost estimate, which is
a very top level cost estimate without the itemized cost that you
are referring to, Mr. Chairman, they referred to it as a possible
cost savings. By the time they did a revision 2 years later, they
noted that the response rate was not as high as they had antici-
pated it would be.

But following that June 2003 referral to the response rate not
being as high, was included—our understanding, in the contract
that was let in 2005 to offer it.

Thus, we just feel that the decision to drop the Internet has
raised more questions about what the decision was based on and
what the true facts are behind the response rate and how it was
offered.

Senator CARPER. We are not the only country that does a census.
I presume most of the major countries in the world do a census.
I do not know if they do it every 10 years. Can you just give us
some idea, Mr. Kincannon, if that is the case?

Mr. KINCANNON. Most countries throughout the world do conduct
censuses, some at irregular intervals, some every 10 years, a few
every 5 years. Increasingly, countries, particularly in Latin Amer-
ica and some European countries, are moving to activities some-
what like the ACS where a part of the census is taken on a con-
tinuing basis and if an enumeration is legally needed, they take
that.

A number of European countries no longer take a census. Either
they rely on a population register or other kinds of administrative
records as a basis for an estimate of population. And they may use



18

that as a basis for surveys. You know we use our census as a basis
sampling frame for surveys.

We do not have a population register. We do not have any con-
sistent or coherent set of administrative records that form the
equivalent of a census.

Most European countries, frankly, do not have very dramatically
changing populations, either because of natural increase or immi-
gration. So we face a different situation.

Senator CARPER. Let me just ask, if I can, Mr. Chairman, just
one follow-up question. Are we aware of some practices that other
countries are following what we might want to consider emulating?
Are there some best practices out there, that either of you are
aware of, that we have borrowed from or maybe we ought to? Par-
ticularly with respect to the use of the Internet.

Mr. KINCANNON. We have examined use of the Internet in some
other countries, in Australia, New Zealand, and Canada. In some
cases they have a slightly higher return rate on the Internet than
we have had in our tests. But in no cases, in their view, has it
managed to save them money as an offset by increasing total re-
sponse. Again, I do not know how to explain that, but it does seem
to be a similar experience.

Canada offered it to everybody because under Canadian law gov-
ernment communications must be available to people in Internet
form, as well as other forms, and in two languages. But they found
it cost them more and did not, as my understanding at this stage
of things, that it has not increased overall response.

We do look at what other countries do. There are systematic ex-
aminations, particularly done through U.N. bodies, where methods
are looked at cross-country and shared. And we have, over time, in-
corporated some of the ways that other countries have improved
their censuses and vice versa.

Senator CARPER. Thank you.

Ms. Farrell, anything that you want to add to that, quickly?

Ms. FARRELL. No, we have not looked at other countries. We are
aware of the Canadians, but we have not actually studied them.

Senator CARPER. Thank you both.

Senator COBURN. I am a little bit aware. The Canadians just
completed their first one. They had a 22 percent participation rate.
That is three times what you testified that your test was. And the
number that you all tested was, I think you will agree, an ex-
tremely small number in your test batch; correct?

Mr. KINCANNON. 250,000 households.

Senator COBURN. 250,000 households. And that was done 2 years
ago; is that right?

Mr. KINCANNON. In 2003 and 2005.

Senator COBURN. So it was done in 2003 and 2005.

Mr. KINCANNON. That encompasses the control group and the
test groups.

Senator COBURN. So if, in fact, you just had a 22 percent re-
sponse rate in the United States, you would save $300 million on-
line. You said it is $10 variable cost to mail it out, to have them
fill it out, pay the postage and bring it back and then code it in.
To do that online, you would save $300 million if you only had 22
percent.
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And then you divide that by $80 rather than $88 for a non-re-
sponder, and what you get is you can contact another 20,000 homes
by the money that you could save, or 25,000 homes—no, 35,000
homes, with the money you could save just if you had a 22 percent
response rate.

Mr. KINCANNON. Mr. Chairman, if we got a 70 percent response
rate, we could pay off part of the national debt, I suppose. But we
do not have that.

Senator COBURN. No, we cannot.

The point is that you are looking at the box as it is today, and
I am wanting you to look at the box at what it can be on the Inter-
net. Things have changed between now and 2000, in terms of the
response rate. The Internet changes so fast.

And the fact is that most people, if given the opportunity and the
inducement, or at least the awareness through advertisement, I
would guarantee if you just polled them. Would you rather fill out
something online or fill a piece of paper out and put it in the mail,
they would much rather—90 percent of the people who are com-
puter literate in this country would rather send it the other way.

So if, in fact, there are savings to be made by a small number,
if you only got a quarter of the people doing it, you would tremen-
dously save money both in terms of the variable costs, but also in
terms of the non-responder cost.

And so I do not understand why you take at a point in time now
and say because we had this one test, that we are going to make
an assumption that in 2010 we are not going to use the most mod-
ern communication methods that we have, that have all of the po-
tential, and then try to promote them. Rather than to say work we
are going to throw this out and we are not going to utilize this sys-
tem that everybody already has, 74 percent of the households in
this country already have this tool.

If you had 74 percent of them, that is 100 million. That is $1 bil-
lion that you would save if you could just get them online. That $1
billion would come close to paying for a lot of the cost of the non-
responders.

Mr. KINCANNON. The Canadian response rate, calculated in the
same terms that we did, would be 14 percent, not 22 percent. If you
take it as percent of the universe invited to respond, as opposed to
the 22 percent, which is a percent of the actual responders. But
still, the point remains.

I would like to know what form your guarantee would take? You
said you would guarantee that.

Senator COBURN. A figure of speech.

The fact is, where is the large test to see what you would do?
You have done 250,000 people in 2003 and 2005 on a cost project
that is $25 million. I mean, $25 million, you can put this package
in. And you could utilize—$25 million compared to the cost that
you all are going to spend to have a package that would allow peo-
ple to do this, to me, seems a small price to try that experiment.

And then if you promote it, what about just the $10 per house-
hold that you would save on the people that might file? That is not
worth it?

Mr. KINCANNON. The Canadians did not save any money either.
Did they tell you they saved money?
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Senator COBURN. No, we have not finished with the Canadians.

Mr. KINCANNON. We asked them about that.

Senator COBURN. But the point is that this is the first year.
Under the leadership that I see now, we are never going to get to
the Internet on this because we are never going to be able to say
in advance that we can get there.

I would just tell you, step back for a minute and look at every-
thing. People did not used to bank online. You could not trust to
pay your bills online. You could not use a credit card online. You
could not do any of those things.

If the people would have had the same attitude, we would not
be doing any of the stuff online now.

What I am asking you to do is reconsider and relook at this. And
I am interested in how is it that we cannot figure out some way
to utilize this technology to save us money? And what you all have
said is we cannot. You have not said maybe there is another possi-
bility. You have not said maybe our data was wrong. Maybe we
ought to take another look at it. You have said to heck with it for
2010. And the next shot we get at it is 2020.

And with the costs rising the way they are, this government can-
not afford one penny overspending anywhere because we are steal-
ing it from our grandchildren.

And so for us to totally 180 degrees say no Internet, not going
to do it on the 2010 census, says well then, when we get some vi-
sionary leadership in 2010, we are going to be 10 years behind.

And what I am saying is there has got to be some minds out
there that can figure out how do we utilize this technology in your
area of expertise to save this country money?

I cannot believe that we cannot create a way to do it. Whether
it is incentivizing, as Senator Carper said. We will give you a $5
Baskin-Robbins ice cream cone credit or something.

Senator CARPER. I was thinking of pizza for four.

Senator COBURN. I do not know. But the point is people respond.
And to totally reject that, I am having trouble understanding why
that has just been totally taken off the table when everything else
we are trying to do is to move to that direction. So to me, it is not
computing.

What I hear, even the data that you give us, it is kind of like
this: You have responded, in terms of the Census estimated life
cycle cost. But there is no detail. You have got total cost,
$1,707,000,000. No detail on American Community Service. MAF/
TIGER, $534 million. There is no detail where those costs are. All
you are doing is listing out what the costs are.

What we are asking for is where are the details of the costs? It
is kind of what the GAO has said. What makes it up? Why is that
not transparent? Why is it not online for all of us to be able to see
what those costs are?

That is where this government is going to move. The American
people are going to be able to see every penny you spend at the
Census department and why. And the same thing for where the
GAO spends their money and why, and where we spend our money
and why. It is going to become available.
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And so to not utilize this technology sets us back not just for the
2010 census, it sets us back for the 2020 census and the 2030 cen-
sus. And we cannot afford these cost increases.

And I, quite frankly, do not buy that there is nothing to be
gained. I think your testimony is 130 million households that you
think we are going to have this time? Is that right?

Mr. KINCANNON. Yes.

Senator COBURN. Three hundred ten million people?

Mr. KINCANNON. Yes.

Senator COBURN. And that there is no efficiency of scale. That
there is nothing to be gained by a larger population. It is all totally
offset because the mix and the complexity, and there is a rising
number of seniors, that cost—and what is the one tool that we
know that will not cost much to use, which is the Internet, and we
are throwing it out.

Senator CARPER. Mr. Kincannon, before you respond, Mr. Chair-
man let me just throw something out, listening to this exchange.

I do not know if there is something that they could do, the Cen-
sus Bureau could do, in conjunction with the Census in 2010 that
would enable us to test a number of different approaches to figure
out when the next census rolls around in 2020, we will have had
an opportunity to find out what works and what does not work, in
terms of getting people to migrate to the Internet.

That is just something I would throw out there for your consider-
ation.

Mr. KINCANNON. We can certainly test, and you do not wait until
2010 to decide what you are doing about 2010. You do not wait till
2020 to see if you examine the question of the Internet again.

I think that we should continue testing that in the coming dec-
ade and see if we can find ways that either incentivize or people
become more accustomed to it.

There are a number of things that I would like to say about what
you said. First, in the course of every decade, there is a period of
time when you plan, when you test, and then you have to lock ev-
erything in. The time when we lock everything in always seems un-
reasonably early to people who sit up here in this neighborhood.

Senator COBURN. I understand that.

Mr. KINCANNON. But we have, as Ms. Farrell said, we have a
high risk situation. We have one chance to succeed. And we have
to make sure everything is tested and will work right in 2010.

Even at that, it is a risky proposition because you do not know
what may happen, what mood may strike the public and inflame
}:‘heir concerns on some particular aspect of it and make it difficult

or you.

We will have natural disasters during censuses, a big hurricane,
a volcano exploding, all of these things have happened in Census
times. And we have to cope with it. But they never affect the entire
country.

So we have tested, and these were extensive, significant tests.
They do not show us how they are going to reduce significantly the
cost of the census.

And they do increase costs. You talk about we all do online bank-
ing. Me, too. I do online banking probably every week, 3 weeks out
of 4, at any rate. And I do that with a well established set of soft-
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ware and high security that is developed because the clients of that
bank use that every week, and any of them every day, I am sure.

We are talking about something that will be used once a decade.
That means the investment in security costs particularly are going
to be very substantial and not spread over long periods of time.

Senator COBURN. You already have that investment in security
on your American Community Survey that you are doing now. That
is not secure?

Mr. KINCANNON. We do not accept reports. We tested but it did
not work out to use the Internet as reporting.

Senator COBURN. But the point is was there not security associ-
ated with that?

Mr. KINCANNON. There is security in the way that we collect

Senator COBURN. Was there security associated with the other
data that you collect?

Mr. KINCANNON. Yes, sir, but that is not the same thing as secu-
rity on an Internet site. That is a separate set of issues.

Senator COBURN. I am talking about the people who respond to
you on the Internet now, like your testimony was earlier, that you
collect two different sets of information now that are filed online.
Is that not secure information?

Mr. KINCANNON. It is. And those reports come to us on monthly
and quarterly and even daily basis. So it is a system that is in con-
stant use.

Senator COBURN. I do not understand if somebody uses some-
thing once how that changes the complexity of the security of a sys-
tem that would make it unusable for people in this country.

Mr. KINCANNON. It is a different system because you are getting
different inputs from different kinds of respondents. You would
have to build something different for the 2010 census.

Senator COBURN. The number of questions on a census survey is
how many?

Mr. KINCANNON. On the short form? It is about eight questions.

Senator COBURN. All right, eight questions. And I want all the
Internet designers out there in the world that are doing right now
eight questions on 130 million homes, what does it cost, and what
is the technology that has already been developed a number of
times in this country, what is it banking on, or the IRS or every-
body else that has already developed the security.

That is not a satisfactory answer. That data, that technology is
already out there. That is a $25 million cost at the most. We have
already talked with all the vendors around the country. We spent
the time doing it. That is not a satisfactory answer. That is not a
reason not to do it.

Again, T just go back, if it is a $10 cost, and it may not be $10.
It may be $7. That may be why the numbers do not add up. But
if your variable costs in mailing out a censuses is $10 per house-
hold, all you have to do is get eight households to file online to to-
tally pay for one that is a non-responder.

If it were me, I would be sitting there looking at how in the
world do we get 80 million people in this country, 80 million house-
holds, to respond online? In other words, ask the question the other
way?
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The technology is not a problem. You would agree with that. The
technology can be gotten.

Mr. KINCANNON. It can be gotten, but it is not cost-free.

Senator COBURN. No, it is not cost-free but what was the contract
cost that you had on the contract that you all terminated?

What was the cost of the contract that you terminated for online
Internet census?

Mr. KINCANNON. I am not sure that we terminated a contract.

Senator COBURN. A $7 million contract with Lockheed.

Mr. KINCANNON. We spent $7 million for the first 2 years of work
on this with Lockheed.

Senator COBURN. What was the total contract price?

Mr. KINCANNON. The total contract would have been an addi-
tional $30 million. But the price to pay for that also meant that
they would not be able to provide the DRIS for the dress rehearsal.

Senator COBURN. Do you mean, they could not do both? Lockheed
could not do it? Or we just did not negotiate a contract for it?

Mr. KINCANNON. They could not do both in that time schedule
within the budget that was appropriated to us, of course.

Senator COBURN. People who file their income tax returns, indi-
viduals, do it once a year. Once a year with the IRS, that is all they
file. And you know, 70 million of them did that this last April. How
do you explain that, when you say people cannot file once a year
or every 10 years? They cannot negotiate the Internet to file a cen-
sus return?

Mr. KINCANNON. Ninety percent of those who filed had a consid-
erable incentive because they were getting a refund. And in addi-
tion, they paid $30, $40 or $50 for the software provided by a pri-
vate-sector firm to fill out. And then they reported to the software
vendor, which then relayed it to the IRS.

Senator COBURN. Right, and that is a 30-page form, and we are
talking about a single page form with eight questions on it.

Mr. KINCANNON. Yes.

Senator COBURN. So the cost difference is not there. I am still as-
tounded.

Mr. KINCANNON. The cost for that kind of filing is paid for by the
filer of the taxes.

Senator COBURN. Let me go back and ask a question. What is
wrong with this question? How is it that we, at the Census Bureau,
figure out a way to reduce the cost by incentivizing online filing or
online participation with the census, so that we have a greater par-
ticipation, less mail out, and less non-compliance? Where is the an-
swers to that?

Mr. KINCANNON. The answer to that is in 2011 and 2012, not in
2010. We do not have time to test and prove and rehearse with a
significantly changed method of taking in the data.

Senator COBURN. When did we start looking at online?

Mr. KINCANNON. Before, in 2001, I suppose because we

Senator COBURN. You had a sample on it in 2000.

Mr. KINCANNON. Yes, then we looked at it before that. We had
that evidence. I thought you meant for this decade.

We started probably in 2001 getting ready for the test in 2003,
which was the first of the quarter million size test of Internet.
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Senator COBURN. There is some question about your handheld
devices for your enumerators and the accuracy and efficiency of
those. Could you address those for me and tell me where we are?

Mr. KINCANNON. Yes, Chairman. We have awarded a contract
this spring to the Harris Company to develop the handheld devices
that will meet our requirements and will be tested in the dress re-
hearsal and used in 2010. We used devices that we made ourselves
for testing leading up to that, so that we could test the different
aspects of using it.

The devices we built were far less efficient than those that can
be provided by the private sector, but we learned from those tests:
A, that someone else could do that task for us better than we could
do it; but B, that the functionality could be handled on handheld
devices both for address listing and update, for payrolling, for send-
ing maps to enumerators, for revising their day’s assignment for
non-response follow-up based on late receipts.

In the test in Austin, we saved useless calls on people, 17,000
cases, where households had sent their questionnaires back late.
And so that saved more than—proportionately more than the Inter-
net would save, if you are looking at that.

Een?ator COBURN. So do you have a functioning model that works
today?

Mr. KINCANNON. We had a functioning model that was used in
the test census in

Senator COBURN. It was made by Harris?

Mr. KINCANNON. No, we made that. I do not know who made it.

Harris made it but it was not a production model, not the model
that we want for the census.

Senator COLEMAN. That is all going to be automatically
downloaded; right? You are not going to hand-download that? That
is going to go to a computer and be downloaded; right?

Mr. KINCANNON. It will go to the computer and be downloaded,
at the end of every workday, either wirelessly or overland line, de-
pending on the circumstance and working conditions of that enu-
merator.

Senator COBURN. What happens if they do not work? What is
your plan B?

Mr. KINCANNON. They will work. They have worked. You might
as well ask me what happens if the Postal Service refuses to de-
liver the census forms.

Senator COBURN. I am not asking it facetiously. I am asking you
what happens if there is a computer glitch and these handheld de-
vices do not work? What is the plan B?

Mr. KINCANNON. The computer devices have been tested and
proven to work.

Senator COBURN. All I want you to do is answer my question.
What if they do not work?

Mr. KINCANNON. We have a big problem then.

Senator COBURN. So are you going to have to hire more people
to do the non-response?

4 Mr. KINCANNON. I do not believe that condition will obtain, so I

0 not

Senator COBURN. So there is no planning. So, as we have talked
about this planning of what-ifs and——
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Mr. KINCANNON. We could hire more people. Yes, we could hire
more people, sir.

Senator COBURN. Is it not true that GAO has said that this
handheld device is a huge risk in their testimony?

Mr. KINCANNON. I do not know the precise formulation of words,
but they say there is a risk associated with using handhelds.

Senator COBURN. So your testimony is to me that there is no al-
ternative plan if that does not work?

Mr. KINCANNON. We have no reason to believe that there is any
systematic risk in all the handhelds. That system will work.

Senator COBURN. Your testimony today is if that does not work,
if GAO’s concerns happen to be borne out, there is no alternative
plan if it does not work?

Mr. KINCANNON. We would have to hire more people to conduct
traditional pencil and paper non-response follow-up?

Senator COBURN. As we did in 2000?

Mr. KINCANNON. Yes, and 1940.

Senator COBURN. GAO has raised some concerns about the level
of transparency within your budgeting process. Do you believe that
your budget estimates are adequately transparent for long-term
planning for you, but also for us to watch you and look at you?

Mr. KINCANNON. I think we can always have improvements in
transparency internally for planning, and we endeavor to improve
the collection of cost data, the documentation of cost data. But I am
sure we still have room for improvement. I do not know, apparently
we have not provided to this Subcommittee the degree of trans-
parency that they want.

We have provided a lot of information to the Appropriations com-
mittees on both sides, and maybe that same information could be
useful to this Subcommittee.

Senator COBURN. Let me raise just a couple of other questions
and then I want Ms. Farrell to comment on it.

You all have a PART evaluation, as every agency within the Ex-
ecutive Branch has. The PART assessment had some concerns that
Census Bureau managers are not held accountable for cost contain-
ment. Is that a legitimate criticism? And if so, have there been
steps made to adjust to that?

Mr. KINCANNON. I do not recall that particular finding but I be-
lieve that managers in the Census Bureau are held accountable for
cost containment. But that is a principle that we try to follow. We
do not give money to people in plain brown wrappers for them to
spend without accountability for doing that.

Senator COBURN. I do not think that is what they are talking
about. They are talking about systems. The PART assessment is do
you have the systems and control to be able to effectively manage
and measure and to have performance measurements to know
whether or not you have cost containment and whether or not
somebody is managing something effectively.

Mr. KINCANNON. I think that we do for large programs and for
continuing programs, in general.

Senator COBURN. Thank you.

Are there going to be any consequences—and again, not holding
you to your 7 percent, let us say 10 or 15 percent. Are there any
consequences if you run to $15 billion? Should there be any con-
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sequences to the management inside the Census Bureau if it cost
$15 billion instead of $11.3 billion?

Mr. KINCANNON. I would think so, yes. That seems reasonable.

Senator COBURN. OK, that is a great answer.

Mr. KINCANNON. I mean, what do you want me to say? Detail the
punishment or retribution or the guidance or what?

Senator COBURN. What I am looking for is you have got a PART
analysis that says you do not have great management systems in
place to measure cost containment. And if you do not, and that is
the assessment by the CFOs that look at the PART of each agency.
They have this wonderful color-coded network and they are meas-
uring performance on how everybody is improving every year to try
to get to the point is if there is no consequences—in other words,
should somebody be promoted? Should somebody not be there any-
more if, in fact, we do not have good management. That is the
question I am asking you.

The philosophy is yes or no. I am just asking is there the man-
agement tools in there to say—you know it is the expectation of
being held accountable. Just like you guys are going to be back
here in 8 months to answer some of these questions and see where
we are. Because we are not going to spend $4 billion more to do
this. We are not going to do it. The next two generations are not
going to pay for inefficiency in the Federal Government.

So the question is should there be accountability? Is there line
management? Is there structure? Are there management tools
there to measure? To know before costs get out of control that you
know ahead of time that we are getting ready to lose control of
costs?

That is what the PART assessment is. It is not about personal-
ities, it is about systems.

Mr. KINCANNON. I do not think it is about personalities. I did not
say it was about personalities.

I will look at that particular PART finding. I am not aware that
is there, but I will take a look at that and try to understand it bet-
ter.

Yes, I do think there should be

Senator COBURN. When was the last time you looked at the
PART system on your agency?

Mr. KINCANNON. About 2 months ago.

Senator COBURN. And you did not notice that was there?

Mr. KINCANNON. I looked at summary level PART reporting, yes.

Senator COBURN. Ms. Farrell, if you were to look at the Census
Bureau right now, from what you all have looked at, and looking
at costs for 2010, is there any one particular thing that you would
recommend be done to control costs that are not being done today?

Ms. FARRELL. It is back to what we have been discussing with
transparency. It is difficult for us or for you to know where the Bu-
reau is in their planning without more information behind how
that $11 billion was comprised.

At the same time, I do think it is important to note that the Bu-
reau has designed this census earlier in this decade compared to
where they were at the same point with the last 2000 census. But
the question is, we do not know if that $11 billion, if it is over. It
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could be under. We really do not know because we have not seen
what is behind it.

Half of the costs are in the field data collection mechanisms. And
what Dr. Kincannon said about the non-response is true, that non-
response is probably one of the biggest drivers of the cost.

So if you can get hold of that and find out why people are not
participating or why it is so difficult to find them and make those
corrections, you stand a better chance of increasing your response
rate.

Senator COBURN. It would make sense though, with the short
form being the form used this time, that the response rate should
climb significantly.

Ms. FARRELL. The figures that the Bureau shared with us
showed that the short form would probably increase the response
rate, I believe, by 1 percent.

The bigger bang for the buck is going to be with the targeted sec-
ond mailing, which I think could be 7 or perhaps greater percent-
age in increasing that non-response rate.

Senator COBURN. One concern I had, in reading your testimony
and looking at this, is let us say we are about to get started plan-
ning. You are a year away from the 2010 census. And let us say
we have the same unemployment rate that we have today. Where
are you going to get 500,000 people to work on the non-responders?
And what are you going to have to pay for them? That is a real
problem that you are going to be faced with.

Mr. KINCANNON. Well, we are still 4 years away and I am not
aware that anybody is predicting the unemployment rate in 4
years. If the labor market is very tight, it will cost us more to hire
people. It cost us more in 2000 to hire people.

But we live in a market economy. And if labor is tight, then we
will need to pay to get that. We do not have any other source of
labor than paying people a reasonably close to market rate.

Senator COBURN. Typically, the people that you hire, are they
underemployed somewhere else, unemployed or retired? What is
the mix of the people that you utilize in this non-responder army
that you have?

Mr. KINCANNON. I do not have any statistical information at my
fingertips and I am not sure how thorough that is anyway. We do
attract people into the labor force who are not in it, people who are
retired, in some cases. People have rather long retirements in this
country now, and they like to do something that is interesting and
constructive for a period of time.

There are still not 100 percent of working-age women engaged,
and some like to come back to work for a while. Some use it as a
reentry point after childbearing years. There are still women who
stay at home and take care of their children and they want a re-
entry and they find that useful.

There are young people who may not have a very good job and
they want to add something to their resume.

This does not necessarily apply as much to the people working
for a short period on non-response follow-up, but we still have tens
of thousands of jobs that last a year or more in office work. So
there are a variety of sources there.
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A lot of this work, the large number of people that do non-re-
sponse follow-up, basically have to work in late afternoon, eve-
nings, and weekends. So it is a second job.

Senator COBURN. So they can catch people at home.

Mr. KINCANNON. Yes, that is right.

Senator COBURN. I want to thank each of you. I want to give you,
especially you, Mr. Kincannon, an opportunity to say anything that
you want to say, and offer for the record anything where we have
had a disagreement or anything, to make sure that you can put in
what you want to have in the record to balance out anything where
I might not have seemed fair or been fair with you.

Mr. KINCANNON. I think you are a hard salesman in your point
of view. I would not call you unfair, at least not on this day.

Senator COBURN. A lot of people do, so it is fine.

Mr. KINCANNON. You are coming from a certain point of view and
you push at it very hard. That is all right.

I think that we have tested fairly the Internet possibility for re-
sponse at the time that we had to make a decision for what we
were going to do with that. That does not mean we foreclose that
possibility in the future. And it may be that it will work better and
we will learn better ways of incentivizing it in the future.

I do not know whether the Congress as a whole would agree to
incentivize something that is already a mandatory requirement in
the law, but that will be your job maybe to sell that.

So I disagree with your point of view that we have out of hand
rejected something. We have tested it and not found it produced re-
sults that justified our going down that path.

I believe that we have constrained cost in the census. And look-
ing at the table of figures put into 2010 constant dollars, the hous-
ing unit cost increase in the decade of the 1980s leading up to the
1990 census was half that of the increase in the previous decade.
I was Deputy Director in that period. I did not do that alone, but
a lot of people working in the Census Bureau were conscious of the
need to constrain growth in costs. And we were successful.

This may not meet your standard, but still it is cutting in half
the rate of increase. And the projected rate of change for
Senator COBURN. It is. Our chart shows that, as well.

Mr. KINCANNON. So I think we have shown that we can be effec-
tive in constraining costs. It does not look like we or the Congress
or whatever, the government, was as successful in doing that in the
lead up to the 2000 Census. So it shows we can do that and we
should continue to be as effective as we can. And avoid late
changes in the way that we are going to process the census.

Senator COBURN. Which have big impact on your costs.

Mr. KINCANNON. Yes.

Senator COBURN. Let me clarify something, just so those that
work with you and your agency. I do not doubt the desires at all
or the work ethic of the people who are there. We have a big prob-
lem in our country and we have got 9 years to fix it, a big asteroid,
a financial asteroid is going to hit this country at 2016. And we
cannot just look at the census. We have to look everywhere.

You are not the only agency. This is our 36th hearing on over-
sight on waste, fraud, and abuse. How do we do it better? How do
we get accountability, transparency, results? So it is not about the
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Census Bureau or their employees. it is about how do we get and
create the same opportunities for our children and our grand-
children?

I appreciate the fact that you have spent a lifetime of service to
our country. And my questioning you does not demean that at all
and it is not meant to do that, nor any of your employees.

And I know a lot of the volunteers that worked in Oklahoma in
the last census, and they put in a lot of time. They were happy to
do it and felt a great part of our country.

Nevertheless, every penny, every day that we can save is a
standard of living change for our children and our grandchildren.
And so we are not going to let up. We are going to keep working
it. We are going to keep coming back. We are going to be still
hounding you, asking questions.

And we do want details. Sometimes inside the forest you cannot
see the trees. And so different perspectives. My staff changes mine
all the time when I am asking questions and they are asking ques-
tions of me.

But this idea of transparency. Where do you get your budget
numbers? What makes them? What are the assumptions that make
those up? What are the components? Why cannot GAO see that?
Is there a reason they cannot have that? Is there a reason we can-
not have that? What is wrong with that? We have to create that
kind of transparency.

So your service is appreciated and the fact that what you are
doing is very important. We understand that. We are anxious that
it be done right but also efficiently.

Ms. Farrell, any comments?

Ms. FARRELL. Sir, I just would like to thank the Bureau for the
cooperation we have received from them as we continue to monitor
their activities, and to emphasize that we do agree with the Bureau
that at this time any significant change to the design could in-
crease costs. But it does not mean that we cannot still be looking
for ways that there could be a greater payoff down the road.

Senator COBURN. Thank you all, very much. The hearing is ad-
journed.

[Whereupon, at 3:57 p.m., the Subcommittee was adjourned.]
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Good morning. On behalf of the U.S. Census Bureau, I want to thank Chairman Coburn and
Senator Carper for the opportunity fo provide the Senate with an update on our progress on the
reengineered 2010 decennial program. The reengineered 2010 decennial program comprises
three integrated components: the American Community Survey, which will provide timely,
accurate data for states, towns, and even neighborhoods; the Master Address File (MAF) and
TIGER Enhancement Program, which will serve our nation by updating the address list and
modernizing the electronic maps by which we collect and disseminate census data; and most
importantly the 2010 Census, a short-form only census, which is the Census Bureau’s core
constitutional responsibility.

As you may imagine, the decennial program is the Census Bureau’s largest activity and its
highest budget priority —in fact, it is the nation’s largest peacetime mobilization and is
mandated by Article 1, Section 2 of the U.S. Constitution. However, the Census Bureau collects
other censuses and surveys that contribute to the nation’s statistical system. These include the
Economic Census that catalogues the nation’s economy by collecting business information,
including number of employees, payroll, receipts, and product line revenues. The Economic
Census is a detailed profile of the U.S. economy — from the national level to the local level and
from one industry to another, The Economic Census is conducted every five years, for years
ending in ‘2 and ‘7. The Economic Census provides information on over 23 million businesses
and 96 percent of the nation’s economic activity, including data for over 1,000 different
industries, including 8,000 manufactured products and 3,000 merchandise, commodity and
service lines. These data inform economic and financial decisions in the private sector, as well
as the federal, state, and local levels.
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In addition to the decennial and Economic Censuses, the Census Bureau also collects other data,
such as the Current Population Survey, the American Housing Survey, and the Service Annual
Survey. These surveys provide information about a range of topics, from public finances to
unemployment to housing conditions. Data from these censuses and surveys inform policy
decisions at the federal level. All of these programs and the data they produce go to support a
complex information infrastructure. This infrastructure supports informed decision making.
Moreover, data such as these perform an important service to the American taxpayer because
they provide accurate measurements of public needs and program effectiveness.

In fact, there is an increasing need for such data at the local level. The Economic Census and the
decennial census provide such data. Yet, one of the historic limitations of the decennial census
is that the information grows stale and increasingly less accurate as we move further from
Census Day. The American Community Survey, one of the components of the reengineered
2010 decennial program, addresses this limitation. The American Community Survey is the
most important evolution for the decennial census in over 60 years. The American Community
Survey was fully implemented last year with the support of Congress and replaces the long
form of the census—an important and crucial step in realizing a short-form only census. In the
past we collected long-form data in the context of the decennial census. It was costly and it
undermined our effort to conduct a basic enumeration. Now with the American Community
Survey, we will collect the detailed data for socioeconomic characteristics over the course of the
decade providing yearly, up-to-date information to federal users and our nation’s communities.

The American Community Survey collects information such as educational attainment, income
levels, housing values, and other socio-economic and housing characteristics. Every question
on the American Community Survey is mandated by law or fulfills federal requirements. With
a three-million-household sample every year, approximately 250,000 households per month, the
American Community Survey will deliver data to governments with populations of 65,000 or
more beginning in August of this year. As the survey continues, we will publish long-form
type data for places of 20,000 or more in 2008 and for all other areas, including census tracts, in
2010 and every year thereafter.

The American Community Survey is an important development providing timely data for
states and local communities, replacing the old system that delivered data once a decade. These
data are required to carry out an array of federal mandates, including the Voting Rights Act.
The answers to population and housing questions support programs such as No Child Left
Behind, Low Income Home Energy Assistance Program, and community block grants. These
data support programs that are important to local communities such as Wilmington, Delaware
and Tulsa, Oklahoma. The American Community Survey will provide timely, accurate
information for every county, city, and neighborhood —the level where the most crucial
decisions affecting American communities are made. American Community Survey data will
help city and community leaders in Milford, Delaware and Wagoner, Oklahoma, and at the



36

Testimony of Charles Louis Kincannon
Page3of6

same time, allow the Census Bureau to focus its efforts in 2010 on the core, constitutional
responsibility to conduct the enumeration.

The success of the 2010 reengineered census program effort will also depend on the
MAF/TIGER Enhancement Program, an extensive, nation-wide operation to modernize and
consolidate MAF/TIGER. MAF/TIGER is essential to the American Community Survey and the
decennial census. The MAF is the address list that furnishes us with a list of households to mail
questionnaires to or to contact as part of the other enumeration operations. TIGER—the street
map for the census—is a digital geographic database that includes complete, consistent
coverage of the United States and its territories. We use these tools to organize our work. The
MAF/TIGER Enhancement Program is a multi-faceted effort, taking advantage of well-
established technologies, such as Global Positioning System (GPS) capabilities, to improve the
outdated, error-prone map system currently in place. We are working to align streets of the
TIGER maps in order to exploit GPS capabilities and we are expanding our geographic
partnerships with state, tribal, and local governments. To date, we have realigned the streets
and roads for approximately 1,700 of the nation’s counties, with about 1,600 more to go in order
to reach completion by April 2008.

This improvement program, along with other geographic activities, is important because
ensuring the accuracy of the spatial location of the addresses is the only guarantee that political
representation and resources can be distributed fairly, as they are allocated to geographic
entities — states, cities, towns, census tracts, and blocks. The need for accuracy underscores the
unique nature of the American census, and our constitutional and legal obligation to ensure the
accuracy of the census. To collect high quality, timely, consistent data in a nation as diverse as
ours is a challenge. I'm not only speaking in the sense of its difficulty, but also of the value and
importance of this task. The challenge was issued in the Constitution of the United States,
which states that an “actual enumeration shall be made within three years after the first meeting
of the Congress of the United States, and within every subsequent term of ten years.” Starting
in 1790 through today, we have honored the promise made by our Founders to ensure fair
representation.

Our overriding goal for the 2010 Census is to improve the coverage and accuracy of the census;
and we have developed a rigorous planning and testing program that includes many long-
sought census improvements, such as bilingual questionnaires, a second questionnaire mailing,
and targeted census coverage follow-up programs.

One significant improvement is automation and infrastructure. Part of our efforts have
centered on two major systems, the 2010 Decennial Response Integration System (DRIS) and the
Field Data Collection Automation (FDCA) system. Both of these are large information
technology (IT} contracts, totaling together over one billion dollars. The purpose of the DRIS
contract, which was awarded last year to Lockheed Martin Corporation, is to ensure accurate
and protected collection and storage of Americans’ data whether by paper form, hand-held
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computer, or telephone. We are currently involved in Phase I of this program, which includes
design and implementation of the system for the 2008 Census Dress Rehearsal.

For the 2010 Census, the Census Bureau also plans to increase the use of automation to directly
capture information collected during personal interviews in non-response follow-up and
eliminate the need for paper maps and address lists for the major field data collection
operations. The FDCA contract was awarded this spring to the Harris Corporation, It provides
automation resources to support field data collection operations, including an integrated IT
infrastructure, as well as support for mobile computing devices and other aspects of the field
activities.

The census testing program, as well as the Dress Rehearsal, is also central to our efforts. This
year we are conducting the final Census Test in Travis County, Texas, and on the Cheyenne
River Reservation in South Dakota. These sites provide an environment to further test and
refine census operations and activities, such as the use of GPS-equipped hand-held computers
and a replacement, second mailing of the questionnaires to nonresponding households. We
will also focus on enumeration methods within an American Indian community, finding ways
to improve coverage and testing improved self-response options. The testing program is
valuable because it allows us to test operations separately in different environments to
determine whether these operations can be used in census-like conditions and to prepare for the
Census Dress Rehearsal.

We strive to make operations in the Dress Rehearsal closely resemble the actual census. We will
conduct the 2008 Dress Rehearsal in two locations, San Joaquin County, California, and in
Fayetteville and Eastern North Carolina, opening Local Census Offices in Stockton and
Fayetteville. The Dress Rehearsal will feature the technology we plan to use in the decennial
census, including the various data collection operations that are being developed through DRIS
and FDCA. We will include a second mailing to encourage households to respond and
potentially reduce the costly non-response follow-up workload. We will use a targeted mailing
of Spanish/English bilingual questionnaires which were successfully tested in the 2005 National
Census Test.

All of this underscores the importance of congressional support for all aspects of the 2010
Decennial Census Program, from the American Community Survey to the Dress Rehearsal.
Thousands of individual operations and procedures must be successfully implemented before
Census Day, less than four years from now, in order to ensure the success of the 2010 Census.
The decennial census, as I mentioned before, is the largest peacetime mobilization undertaken
by the government. It is our responsibility to count every community, every street, every
household, and every person. It is, therefore, necessarily a complex and expensive task.

To fully understand the costs it is worthwhile to consider the scope of this task. To conduct a
census of every household in the United States for Census 2000, the Census Bureau sent
questionnaires to more than 117 million households and printed more than 1.5 billion pieces of
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paper. Approximately, 67 percent, or 80 million, of those households responded by mail. For
the rest, we sent census takers, or enumerators, to collect the census information. We opened
520 Local Census Offices and hired more than 860 thousand temporary workers to conduct the
census. For 2010, we are projecting there will be more than 310 million people living in America
and that we will have to count more than 130 million households.

The President’s FY 2007 budget request for the Census Bureau is over $800 million dollars. This
request includes approximately $184 million for salaries and expenses, as well as $182 million
for other economic and demographic programs conducted by the Census Bureau. The majority
of the budget request— $512 million—is for the decennial census program. This is an increase
of $64 million from last year and includes $180 million for the American Community Survey;
$74 million for MAF/TIGER; and $258 million for 2010 Census activities. Over the course of the
decade, or the decennial life cycle, we expect the reengineered census will cost more than $11
billion. (An attached document, Estimated Life Cycle Costs for Reengineering the 2010 Decennial
Census Program, provides further explanation of these costs.) This figure includes the cost of
yearly data from the American Community Survey, the MAF/TIGER Enhancement Program,
and the short-form only 2010 Census. It is also true that this figure is considerably higher than
the cost of Census 2000. However, the rate of increase, about 50 percent (30 percent after
inflation), is much less when compared to previous censuses.

We must also consider that our increasingly diverse population is more difficult to count. In
addition, experience reveals that people have become more resistant to answering surveys and
providing information to the government. As we plan and test new data collection methods,
we try to make reasonable calculations about the impact they will have on public cooperation
and the overall response rate, since the non-response follow-up operation is truly the cost-
driver for the census. We have successfully tested and plan to implement bilingual
questionnaires in selected communities; a second mailing to non-responding households; and
automated field data collection.

We have also considered other data collection methods, including Internet data collection.
Based on our research, as well as our own experience and knowledge of the experiences of other
countries, we do not believe Internet data collection would significantly improve the overall
response rate or reduce field data collection. The Census Bureau offers an electronic response
option for the Economic Census and other economic surveys and we generally obtain high
response rates. It is altogether different, however, when we consider household and population
surveys and censuses. The 2003 and 2005 Census Tests offered an Internet response option, and
in both cases, the response rates were low, and offering an Internet response option did not
increase the overall response rate. We have also consulted the statistical offices of Australia,
Canada, and New Zealand. Each of these countries utilized the Internet in their most recent
censuses. The Internet response rate ranged from 7 to 15 percent of the total response. Bach of
the statistical offices indicated that it was not possible to accurately anticipate the response rate,
and that ultimately using the Internet did not affect the overall response rate. Anticipating the
response rate has important operational considerations. Because they were unable to accurately
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anticipate the Internet response rate, the other countries were unable to reduce the paper data
capture operations out of concern they would not have the capacity to fully process the census
responses. This would be true for the Census Bureau as well. Moreover, while the Internet
response option did not reduce the overall cost of data collection, and the cost for some specific
activities, such as security and server capacity, increased.

We have seriously considered the lessons our colleagues have learned. We are also concerned
that utilizing the Internet could jeopardize other planned improvements. At this point in the
decade, efforts to develop an Internet response option would divert attention and resources
from tested and planned improvements such as the second mailing—which we know can
increase the overall response rate by several percentage points. Itis also important to keep in
mind that the 2010 Census utilizes only the short form. There are very few questions in this
form, and most can be answered by checking a box.

A successful census is more than a technical achievement; it is the creation of a national
resource that empowers decision making. The decennial census, including the American
Community Survey, is a national resource —available to everyone. It is also important to
remember that when we make data available, we have taken every step we can to protect the
confidentiality of those data. The data we produce do not reveal individual identities. Thisis a
legal requirement applicable to every household and business from which we collect data,
including every person in the American Community Survey. At the Census Bureau, every
person takes an oath not to disclose the data we collect. In fact, violators are subject to stiff fines
and imprisonment. Every person is sworn for life. I took this oath over thirty years ago when I
first came to the Census Bureau. Itis an oath I honor and that the Census Bureau takes
seriously because we believe this requirement is critically important in our society. People do
question government motives and want to protect their personal privacy. Our most important
relationship is with the respondent, because good data depends on their trust and their
willingness to provide answers,

In fact, the trust of our respondents and your support are the most essential ingredients for the
success of the decennial census; and I hope, Mr. Chairman, you will agree that it is a success
worth supporting. I thank you for this opportunity to provide an update to the Senate and I
would be happy to answer your questions.
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The attached document describes the process for re-engineering the 2010
Census. The cost figures included in this document are based on preliminary
planning assumptions and are subject to change. As we continue through the
decade with the planning process, we will measure changes in assumptions
and other factors that impact costs. The final cost of the 2010 Census will be
influenced by the budget process.
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Potential Life Cycle Savings for the 2010 Census

Overview and Summary

The Census Bureau’s strategy for the 2010 Census is to reduce operational risks,
improve accuracy, provide more relevant data, and contain cost. There are three
interdependent components of this strategy:

. modernizing the Master Address File/Topologically Integrated
Geographic Encoding and Referencing (MAF/TIGER) system (the
Census Bureau’s geographic database and address file),

. implementing the American Community Survey (to collect the long-
form data on an annual basis), and

. systematically developing and testing a 2010 Short-Form-Only
Census design that takes advantage of the opportunities offered by the
MAF/TIGER and ACS.

These activities are highly integrated, complement each other, and form the basis
for re-engineering the 2010 Census. It is recommended that these activities are
adopted as a complete package—one will not work to its full potential without the
others.

The life-cycle costs and benefits presented in this paper estimate that if all three
components are implemented for the 2010 Census, the net savings to the
government would be approximately $445 million compared to repeating the
design of Census 2000. To achieve this, the government needs to invest
approximately $2.4 billion over the decade in order to realize gross savings of
about $2.9 billion. The details of the needed investment and the resultant savings
are covered in the rest of this paper.

Note that the estimates are based on early planning scenario analysis. The
estimated cost figures and benefits combine cost modeling with the insights of key
Census 2000 staff, and other Census Bureau experts, who have identified factors

Page 1 of 10
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most likely to yield potential improvements for the 2010 Census. The results of
Census 2000 evaluations and early 2010 testing will provide more information that
could modify these estimates.

As part of the 2003 budget preparation, the Census Bureau is conducting a
comprehensive business case analysis to: (1) examine alternative benefits derived
from each of a combination of 2010 components; (2) flesh out component-specific
details, including the MAF/TIGER modernization, and an assessment of the first
nationwide implementation of the ACS; and (3) integrate the results from the
ongoing assessment of Census 2000. Resulting cost and relationship analyses will
be reflected in the detailed business case to be completed in support of the

FY 2003 budget submission.

Introduction

Given the rapid demographic and technological changes seen in recent years and
the strong expectation that such changes will continue and accelerate, once-a-
decade data collection and updating operations are no longer sufficient. Without a
more systematic, timely and integrated planning and design strategy, the data
collection mission of the Census Bureau — especially the decennial census — will be
jeopardized. To meet this challenge, the Census Bureau has adopted an integrated
strategy: (1) implementing the American Community Survey (ACS) to provide
more timely demographic data while simplifying 2010 collection operations; (2)
enhancing the MAF/TIGER system through modernizing and continuous updating;
and (3) systematically developing components of a 2010 Census design prior to
early operational testing. These three areas are highly integrated, complement each
other, and form the basis for designing the 2010 Census strategy.

The Census Bureau strategy requires adequate early funding to avoid higher costs
and risks later in the decade. Without early funding, the 2010 census will include
the long form, and will not take advantage of the technological efficiencies and
gains of an improved integrated approach. The alternative-assuming that Census
2000's operational successes can be repeated despite inadequate early planning and
testing of operations—at worst would be infeasible and, at best, would require an
unacceptable level of cost and risk.

The Census Bureau estimates that early planning, design, and testing applied to a
short-form-only census, along with enhanced functionality and accuracy for the

Page 2 of 10
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MAF/TIGER system, would generate net savings of about $450 million over the
2010 Census life cycle. Such savings come, for example, from expanding
electronic collection of data through the use of GPS-linked hand-held devices for
enumerators to collect nonresponse follow-up data and by expanding the use of the
Internet. Such technological improvements are only economical with the
elimination of the long form from the census, which reduces data collection
requirements. While life cycle cost savings are more than enough to justify this
proposal, hard-to-quantify positive impacts on states, localities and tribal partners,
users of the data, and other U.S. Census Bureau programs are nearly impossible to
quantify, vet will contribute to the true value.

The Strategy for 2010 Harnesses Synergy Among Key Programs

The strategy for the 2010 Census is to provide the best mix of timeliness,
relevancy, quality and cost for the data it collects and services it provides. The
Census Bureau has concluded that this cannot be accomplished without a
comprehensive, integrated approach developed even earlier in the decade than the
approach taken for Census 2000.

The Census Bureau has concluded that in order to be successful, it must increase
the currency of detailed housing and population data but must decrease the
decennial census operational complexity. Therefore, the overall goal for the 2010
Census is to reduce census operational risks, improve accuracy, provide more
relevant data, and contain cost.

The goal will be accomplished by moving the two most detailed, and therefore,
volatile functions — building the address system and collecting long-form
data—from the 2010 decennial census data collection to ongoing, corporate
initiatives and by developing and testing the 2010 design early in the decade by
taking advantage of the opportunities offered by the MAF/TIGER and ACS.

MAF/TIGER Improvements Ensure Complete, Accurate Address Frame

The current MAF/TIGER address and mapping system has been in use for 15 years
It is a homegrown system, incompatible with other related geographic information
systems. Further, while address building and TIGER updating occurred to a
limited extent over the decade leading to Census 2000, the major updating
activities occurred during 1998-99 and involved expensive, complex, labor-
intensive field operations. Despite these activities, MAF/TIGER is unable to
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accurately locate addresses with the precision required in rapidly growing
communities outside central cities. This includes identification of duplicate entries
that were evident in Census 2000. Given the criticality of an accurate address file
to the success of all Census Bureau censuses and surveys, continuous updating and
modernization are essential.

The MAF/TIGER initiative: (1) incorporates Global Positioning System (GPS)
technology, satellite mapping imagery, and aerial photography to update and
improve the address information gathered for Census 2000; (2) substitutes
commercial off-the-shelf software (COTS) for the Census Bureau “homegrown”
database system that moves to an open, flexible, integrated system that allows data
sharing and processing between the address list and the geographic data base;

(3) includes geographic partnership programs in which local governments’ address
information can be built upon (due to unfamiliar terminology and mapping
products, address information was lost in Census 2000); (4) update the address list
in rural areas using Community Address Updating System (CAUS); and (5)
expand quality metrics.

The new system will increase enumerator efficiency, facilitate identification of
duplicate addresses, and reduce nonresponse follow-up costs. The existence of a
GPS-based MAF/TIGER system offers the prospect for significant savings in a
short-form-only 2010 Census—-savings that will more than offset the cost of this
enhancement. Because MAF/TIGER supports all Census Bureau activities, the
demographic survey programs and economic censuses will also benefit from this
initiative, although those benefits are not quantified in this analysis.

It is at the local government and community level that new demographic groups
and housing arrangements can be identified. More importantly, ongoing
geographic partnership programs, coupled with technological improvements, such
as a geospatially-linked system, will preclude the duplications problem that
plagued Census 2000. Procedures will be streamlined and most of the duplicates
that do arise during address building can be easily resolved through geospatial
comparisons. The 2010 Census will be armed with a far more comprehensive,
timely, and accurate address list—one of the best predictors of a successful
census—without the added complexity, risk, end-of-the-decade costs, and last
minute address building costs.

The ACS Reflects a Changing America and Simplifies the 2010 Census

Beginning in 2003, the ACS would be conducted nationwide in every county

Page 4 of 10



46

(using a sample size of three million households per year) to move traditional long-
form data collection to a continuous data collection and publication activity. Even
in its initial limited implementation in 31 sites throughout the United States, it
already has benefitted those communities, the decennial census, and other surveys
by providing current local information.

The ACS will provide timely information needed for critical economic planning by
governments and the private sector. In our information-based economy, federal,
state and local decision makers, as well as private business and nonprofit
organizations, need current, reliable and comparable economic data to chart the
future. The ACS will provide up-to-date profiles of American communities every
year beginning in 2004, providing policymakers, planners, and service providers in
the public and private sectors with information every year—not just once every ten
years.

The ACS will be a boon to small business. Entrepreneurs can use these data to
determine the feasibility of their business ventures. Local planners can use the data
to help decide where to allocate scarce resources while meeting community needs
for new roads, hospitals, and other facilities.

Billions of government and business dollars are divided among the states,
communities, and population groups based on their economic, social, and housing
characteristics. The ACS will provide a steady stream of constantly updated
information to more fairly and accurately apportion these funds. In addition, the
most current data will be available to the Congress when policies and programs are
created and when they are evaluated.

Not only will the ACS provide more timely data, but the data will also have major
and substantial benefits to overall Census Bureau and governmental operations:

» The decennial census will be simplified, returning to its basic
Constitutional requirements for apportionment and redistricting;

» Responsive relationships among all levels of government will be fostered
on an ongoing basis; and

* Efficiencies in the federal statistical system will be gained, including
increased opportunities for cooperation and collaboration among
government agencies.
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Implementation of the ACS will create a short-form-only census in 2010, thereby
enabling the census to generate substantial budgetary savings compared with
repeating the methods of Census 2000-savings that will more than offset the cost
of this program. For example, a short-form-only census will dramatically reduce
costs associated with scanning mail responses. Census 2000 was awash in paper,
scanning 1.5 billion pieces of paper. Sixty percent of that paper was the long form.
A short-form-only census will also reduce costs by minimizing the number of mail-
back responses permitting broader use of the Internet.

Additionally, a short-form-only census will reduce costs for nonresponse follow-
up, by permitting Census Bureau field staff to carry GPS-linked hand-held devices
that include maps, addresses, and short-form questionnaires. Consequently,
enumerators will be able to find the correct housing units in less time, be certain
they are at the correct locations, and collect the short-form data quickly. In
contrast, Census 2000 had 500,000 people carrying paper and maps—a labor-
intensive task—for nine weeks. Additional savings will be generated through
electronic data entry from the field using these GPS-linked hand-held devices,
rather than keying the data manually in the Data Capture Centers, as was done for
Census 2000.

On a different front, a short-form-only census will also contribute to improved
coverage of a re-engineered 2010 Census. For example, the format and lay-out of
a short-form-only census will greatly simplify the collection of data in multiple
languages because the forms can be structured so that they can be scanned,
regardless of the language.

Early, Integrated 2010 Design Development Increases Flexibility while
Decreasing Risk

Both the MAF/TIGER modernization and the ACS are integral to a successful
2010 Census and therefore integral to the Census Bureau’s early planning
activities. In addition, based on lessons learned from Census 2000, developing a
design infrastructure that leads to early operational testing is crucial. This will
require strong leadership, expert planning, sophisticated integration efforts, and
oversight support. A major task is the development of the strategic framework to
guide: (1) interactions among the three components; (2) risk identification and
management; (3) product development; (4) analysis of operational alternatives; (5)
development of the research agenda; (6) integration of solutions into a logical
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design; and (7) plans for testing.

The bulk of the work must be conducted by a cadre of interdisciplinary,
knowledgeable staff guided by a strong centralized project management structure.
For example, the Census 2000 design provides a starting point or baseline for
identifying design innovations and improvements. Documenting the baseline is
time-consuming and difficult. If the baseline is not adequately established and
documented, planning for 2010 and the 2010 Census itself will be compromised.
The process of moving towards a design infrastructure or core architecture is both
sequential and iterative. The purpose of these activities is to identify early small-
scale testing and refinement, subsequently include the best of them in a meaningful
mid-decade operational test, conduct a true dress rehearsal in the latter part of the
decade, and therefore achieve a successful, well-managed, cost effective 2010
census.

Potential Benefits of Implementing this Strategy are Profound

However, preliminary cost modeling and scenario analysis have identified a
number of potential benefits of the 2010 strategy, affecting every major decennial
census function. As mentioned earlier, a detailed business case analysis is
underway. The benefits and projected savings discussed below are intended to
provide insight into the full potential of the Census Bureau strategy. Major areas
of expected savings in 2010 are listed in the following 6 categories:

1)_Address List Development
Savings would occur if the address list were maintained and updated throughout
the decade, including systematic local input, and if Global Positioning System-
linked (GPS) hand-held devices were used by address listers to reduce time and
travel costs.

The assumptions for savings are as follows:
* No end-of-decade massive address listing and no clerical keying of
address listing results
» Follow-up workload for the Local Update of Census Addresses (LUCA)
program reduced by 25% (This reduction is a result of ongoing LUCA
work throughout the decade.)

» Improved productivity and reduced miles per case by 10% each
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(As a result of using GPS-linked hand-held devices, we expect
enumerators to be able to travel to their destinations more directly and in
a shorter time frame)

¢ Targeting of block canvassing in Mail Out/Mail Back areas would
reduce field work by 25% (Targeting made possible through
MAF/TIGER and ACS initiatives.)

Estimated savings over a repeated Census 2000 design ....... $ 155 million
Estimated cost of repeating Census 2000in2010 ............ $ 610 million

2) Postage and Printing

Savings would occur if all forms were short forms and electronic reporting
expanded, thercby reducing the postage on returned mail.

The assumptions for savings are as follows:
« Savings on printing of 25%, and savings on postage of 9%
* Savings reduced by cost of targeted, rather than blanket second mailing

Estimated savings over a repeated Census 2000 design ........ $ 60 million
Estimated cost of repeating Census 2000 in 2010 ............ $ 765 million

3) Field Infrastructure

Savings would occur by using short form questionnaire only, providing the
ability to do a targeted second mailing, which would increase response rates by
8% (1% because of higher short-form response rates, and 7% because of
targeted second mailing.) Also, expanded electronic reporting would result in
less paper in the Local Census Offices (LCO)s and less staff to control that

paper.
The assumptions for savings are as follows:
* Reduce the number of LCOs

» Reduce clerical and administrative LCO staff costs by 50% for
the remaining offices
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» Reduce space per LCO by 50%

* Reduce the equipment and staff needed for map production in the LCOs
(Maps and assignments would be transmitted electronically, thus
reducing the need for a paper map printing function.)

Estimated savings over a repeated Census 2000 design ....... $ 530 million
Estimated cost of repeating Census 2000in 2010 ........... $ 2,780 million

4) Field Enumeration

Savings would occur if GPS-linked hand-held technology reduced the amount
of time spent by enumerators both in locating the addresses, and in taking
duplicate interviews. Also, the increased response rate would result in reduced
follow up workloads.

The assumptions for savings are as follows:
+ Reduce miles per case by 5%

* Increase productivity of enumerators by 5%, relative to repeating the
2000 design

* Reduce workload from major field activities by 40%

Estimated savings over a repeated Census 2000 design . ..... $ 1,700 million
Estimated cost of repeating Census 2000 in 2010 ........... $ 4,930 million

5) Telephone stionnaire Assistance (TQA
Savings would occur from short-form-only cases, which would result in shorter
phone calls and less training required for the interviewers.
The assumption for savings is as follows:

* Reduce the TQA workload by 8%

Estimated savings over a repeated Census 2000 design ........ $ 10 million
Estimated cost of repeating Census 2000 in 2010 ............ $ 170 million

6) Data Capture

Page 9 of 10



51

Savings would occur because a short-form-only census would dramatically
reduce the workload. The amount of paper used would be reduced (% of the
total paper in 2000 was associated with the long form), and electronic collection
methodologies, such as the Internet would be expanded, (perhaps 50% of
responses). Also, GPS-linked hand-held electronic devices could be used for
non response follow-up and other electronic data capture options could be
considered and tested.

The assumptions for savings are as follows:
* Reduce data capture sites from 4 to 3
» Reduce volume of remaining sites by 28%

Estimated savings over a repeated Census 2000 design ... .... $ 425 million
Estimated cost of repeating Census 2000 in 2010 ........... $ 1,265 million

Other Cost Factors related to repeating Census 2000 in 2010.....$ 1,205 million
(This includes management, outreach, evaluations, Puerto Rico, and the
Island areas.)

Total Estimated cost of repeating Census 2000 in 2010.............. $ 11,725 million

Savings summary:
The total estimated savings for the 2010 census is $2,880 million; these savings

would be offset by $2,435 million in additional costs associated with implementing
the 2010 design and testing. This will result in a net savings of $445 million as
reflected in the attached table. The attached table also shows that without re-
engineering the 2010 Census, the cost of repeating Census 2000 in 2010 will be
$11,725 million.

Page 10 of 10
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Table 1

Fie, Life-Cycle Document-Attachment
June-01

Life-Cycle Costs of the 2010 Census

With Potential Savings from 2010 Short-Form-Only Census,

MAFITIGER Modernization, and ACS Long-Form Data Collection

(in current millions, rounded)

Attachment

Total ¢ sts for the
2010 cycle
{in curr nt millions)

ICost of Repeating Census 2000 in 2010:

Total 2010 Census Costs

Total Census Costs of Repeating Census 2000 in 2010

Cost of a Re-engineered 2010 Census:
2010 Short-Form-Only Census, MAF/TIGER Modernization,
and ACS Long-Form Collection:

Total 2010 Short-Form-Only Census Costs
Total MAF/TIGER Modernization (including CAUS)
Totat ACS Long-Form Data Coliection Costs

Total R d 2010 C : 2010 Short-Form-Only Census,
MAFITIGER Modernization and ACS Long-Form Data Collecti

Savings With Implementation of 2010 Short-Form-Only Census,

MAF/TIGER Modernization, and ACS Long-Form Data Collection Costs:

F ial Census Savi

$ 11,725

$ 11,725

9,025
536

1,720

11,280

NOTE: These are early estimates and may be subject to revigsion as more inf
Detaiis may not sum to totals because of rounding.
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Estimated Life Cycle Costs for the Reengineered 2010 Census
June 2003

Introduction

In June 2001, the U.S. Census Bureau issued the document, “Potential Life Cycle Savings
for the 2010 Census,” to describe the goals and process for reengineering the 2010 Census of
Population and Housing and to provide a cost comparison of that approach to one that would
repeat the Census 2000 approach.

For both of those designs, the estimated cost for the decade was over $11 billion, due mostly to
the estimated effects of inflation and work load increases. It is important to keep in mind that
besides these two effects, all the other factors that have led to cost increases in the census since
1970 are just as likely to occur this decade-there will be extreme interest in coverage accuracy
for all population groups and geographic areas; people will be more resistant to answering
surveys and providing information to the government; and increased immigration and diversity
of languages and cultures will make it more difficult to reach and include everyone. Therefore,
no matter what design is chosen, it is expected that the 2010 Census will be very difficult and
costly.

Background

The June 2001 document noted that the cost figures included were based on preliminary
planning assumptions and were subject to change as we moved through the decade with our
planning, testing, and development process. For example, since June 2001 we have learned
things from our Census 2000 evaluation program, and we have explored a number of
operational, technical, and policy aspects of the reengineered 2010 census design.

Our estimates also need to be updated to reflect appropriations for FY 2001-2003 and the
President’s request for FY 2004. Significant investments in research, testing, development, and
implementation already have been made for all three components of the reengineering
approach—the American Community Survey (ACS), the MAF/TIGER (Master Address
File/Toplogically Integrated Geographic Encoding and Referencing) Enhancements program,
and a short-form-only 2010 census.

This updated life cycle document contains the revised costs estimates of the reengineered 2010
Census design that we selected and began work on in 2001-a design that will be in its fifth year
of testing and development as we approach the midpoint of the decade. We revised these
estimates to reflect existing investments, new requirements, and other changes to the
reengineering approach. We also have revised the estimate of repeating a Census 2000 design to
reflect investments already made in the reengineered design. Please see the Appendix for an
overview of our plans for reengineering the 2010 decennial census program.

Revised Estimated Life Cycle Costs (April 2003) for Reengineered 2010 Census Program

The revised estimated life cycle costs, by program component, of the reengineered
2010 Decennial Census of Population and Housing program are shown in Table 1, below. As
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2

with the previous estimate in June 2001, the total includes ACS costs from FY 2001 (nationwide
testing program) through FY 2012 (when five-year averages centered on 2010 can be produced
with equivalent reliability to Census 2000 long-form data). As a technical correction to the
previous approach, we have added $20 million in FY 2013 to the ACS to cover processing,
tabulation, and publication of the FY 2012 data. For the MAF/TIGER Enhancements
component, the total includes costs from inception in FY 2002 through FY 2012, For the

Short Form 2010 Census component, the total includes costs from FY 2002 through FY 2013.

Table 1: Revised Estimated Life Cycle Ceosts for Reengineered 2010 Census Program
(April 2003—in millions)

Program FY 2601 FY 200 FY 20603 FY 2604 Subtotal FY 2005- Total
Comp t Enacted Enacted Enacted Request | FY01-04 FY 2013 (est.)
(est.)

American $23.6 $29.0 $56.8 $64.8 $174.2 $1,421.1 $1,595.3
Community
Survey
MAF/TIGER $0 $15.0 $47.0 $83.3 145.3 $391.3 $536.6
Enhancements
Program
Short Form $0 $21.0 $41.6 $i12.1 174.7 $9,003.2 $9,177.8
2010 Census

TOTAL $23.6 $65.0 $145.4 $260.2 494.2 $10,815.6 $11,309.7




56

To provide a comparison to previous decennial census efforts, Table 2 displays full cycle costs
for the 1970 census through the 2010 census, in comparable 2010 dollars {that is, all years from
1964 through 2013 have been inflated/deflated to 2010).

Table 2: Life Cycle Costs 1970-2010
{in constant 2010 dollars; in billions)

1970" 1980' 1990! 2000° 2010°
{estimated)
Cost ($billions) $1.0 $2.4 $3.8 $7.6 $11.5
Cost Ratio to Previous Cycle - 2.40 1.58 2.00 1.51
Housing Units (millions) 70.7 90.1 104.0 1173 130.0
Cost Per Housing Unit ($) $14.1 $26.6 $36.5 $64.8 $88.5
Cost Ratio to Previous Cycle - 1.8% 1.37 1.78 137

Source: GAO-02-031, Census Cost Per Housing Unit. Inflated to 2010 dollars by U.S. Census Bureau
% Source: L1.S. Census Bureau

From Table 2 it can be seen that the ratio of the estimated 2010 life cycle cost to the previous
census (2000) will be the lowest of the last four decennial programs. Virtually the same pattern
holds when comparing unit costs (cost per housing unit). The second smallest increase was from
1980 to 1990; however, the 1990 Census was less accurate than previous decennial censuses in
spite of a number of operational improvements.

The average cost ratio for the previous three census cycles is 1.99. If this were applied to the
figure for 2000, it would produce a much higher estimated life cycle cost for 2010 of $15.1
billion. If the ratio for the largest increase (1970 to 1980) were used, it would produce an
estimated cost for 2010 of $18.2 billion.

Thus, even with the benefits to be obtained from the annual release of long-form data by the
ACS, and the improvements to our MAF/TIGER databases that will serve many public and
private sector needs for years to come, our estimated life cycle cost for the reengineered 2010
census program would produce a rate of increase that will be the smallest in four decades.
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Comparison to June 2001 Life Cycle Cost Estimate

The June 2001 estimates of life cycle costs for the reengineered 2010 census program are shown
in Table 3 for each of the program components, along with our current (June 2003) estimates and
a difference column.

Table 3: Comparison of Estimated Life Cycle Costs for Reengineered 2010 Census Program
{June 2001 and June 2003-in millions)

Program Component June 2001 June 2003 Difference

American Community Survey $1, 720.9 $1,595.3 ($125.6)
MAF/TIGER Enhancements Program $536.6 $536.6 -
Short Form 2010 Census $9.024.4 $9,177.8 $153.4

TOTAL $11,281.9 $11,309.7 $27.8

Since the figures in the June 2001 document were prepared, several developments have affected
our estimates of life cycle costs. For one, we have received actual appropriations for FY 2002
and FY 2003, and the President has submitted his budget request to the Congress for FY 2004.

The formulation of the President's FY 2004 budget request to Congress involved some difficult
choices in this time of extraordinary demands on our Nation's resources:

. In the June 2001 document, our assumption was that the ACS would move to its full
national sample of three million housing units per year beginning in FY2003. This now
will not occur until the 4th Quarter of FY 2004. This delay lowers the life cycle cost
estimate, but delays the first release of tract-level ACS data to 2010 (the original release
was scheduled for 2008).

Although the life cycle costs for the MAF/TIGER Enhancements program has not
increased, we had to shift some of the work load (and thus costs) to later years. Because
the completion date cannot be delayed, this also means all the work now will have to be
done in a shorter period of time.

. For the short-form only 2010 census component of the reengineering effort, we are
revising our previous June 2001 estimates because of changes to the 2004 Census Test,
revised technical assumptions, and results from testing activities. We will continue
efforts over the coming years to develop and test new/revised methods we had planned
for 2004, and hope to use them for 2010. However, we believe we now should increase
our estimated budget needs for later years in the cycle to account for the possibility that
some of these new methods may not be able to replace existing, more expensive,
approaches.

For example, in June 2001 we assumed that, for the 2010 cycle, we would still have to
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conduct address canvassing on a 100 percent basis in Update/Leave areas (those with
mostly noncity-style addresses), but that our reengineering efforts to maintain the address
list over the decade would allow us to reduce canvassing for mailout/mailback areas by
25 percent. Therefore, we assumed a savings of $38 million in the cost of conducting
address canvassing for 2010 for all mailout/mailback areas. We no longer believe we can
assume this approach will be perfected for 2010. Thus, we have increased our estimated
life cycle costs by $38 million.

In June 2001 we also assumed that we could make increased use of Internet and
telephone response as alternatives to mailback of a paper questionnaire. We assumed this
would generate a savings of $44 million in the costs for return postage, data capture
systems, and production. However, testing results from both the ACS and the 2003
National Census Test suggest that people are less likely to use these response options
than we assumed. Because we are no longer assuming increased use of these options in
2010, we have increased our estimated lifecycle costs by $44 million.

Finally, increases to our life cycle estimates of about $128 million have been made based on new
requirements, resulting from our Census 2000 evaluations; 2010 research, testing, and
development efforts to date; and input from our many stakeholders, including the Congress. For
example:

As a result of our 2000 Accuracy and Coverage Evaluation (A.C.E.) research, we found
that more testing is needed on ways to minimize duplicate enumerations during the
census. Related to this is a need to do more testing on improved residence rules and
other ways to improve coverage accuracy through the information we provide or request
on the census form.

Several evaluation findings and recommendations from key stakeholder groups have
made it clear that more testing and development is needed on how we identify and
enumerate Special Places/Group Quarters during the census.

Increased interest from the Congress and other stakeholders representing Americans
overseas has resulted in additional efforts to research and test methods for enumerating
Americans overseas. For these efforts, we are requesting specific funding for FY 2004
through FY 2006, but have not included any costs in the life cycle estimates beyond FY
2006. A decision whether to request funding beyond that point will depend on research
and test results.

Possible Effects of Major Changes in Overall Approach

In June 2001 we estimated that the life cycle costs of a 2010 census program that repeated the
Census 2000 approach would be $11.7 billion. Compared to this, the estimated life cycle cost
for the reengineered approach was $11.3 billion—an estimated savings of $400 million.

We now have revised our estimate for the reengineered approach based on the impact of what
has happened since June 2001, as described earlier in the document. Over all fiscal years, the
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revised life cycle cost for that design remains at $11.3 billion. However, based only on the
effects of the actual appropriations to date {plus the President’s request for FY 2004), the
estimated life cycle cost for repeating a Census 2000 approach now would be $12.2 billion--at
least $500 million higher than our estimate in June 2001. This results mostly from the fact that
actual expenditures on the reengineered approach already have been made. Thus, we estimate
that reverting in FY 2005 to a Census 2000 approach would result in an overall increase in life
cycle costs of close to

$1 billion compared to continuing our present course.

This is not too surprising, given the pattern of spending for these two approaches. The
reengineered approach has relatively higher costs early in the cycle, but relatively lower ones
later on. The Census 2000 approach had just the opposite pattern—costs were relatively lower
early in the decade, but relatively higher later. In effect, the most expensive approach overall
would be to follow the reengineering approach deep into the decade, and then switch back to a
Census 2000 approach. Almost certainly, there would be additional costs associated with a
major change in the census design, and these costs would increase over time—the later a major
change in approach has to be made, the more it is likely to cost. We have not attempted to
estimate these costs for that very reason—they would vary depending on what is changed and
when the change is made.
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Appendix
Overview of Plan for Reengineering the 2010 Census

Census 2000 was an operational and data quality success: all operations were completed on time
and within overall budget; overall coverage was improved; and differential undercount was
improved for all minority groups and for children. However, Census 2000 was conducted with
high cost and at great operational risk.

In response to the lessons of Census 2000, and in striving to better meet this Nation’s ever-
expanding needs for social, demographic, and geographic information, the U.S. Department of
Commerce and the U.S. Census Bureau have developed a multiyear effort to completely
modernize and reengineer the 2010 Census of Population and Housing. This reengineering
effort has four major goals:

[ Improve the relevance and timeliness of census long-form data.
2. Reduce operational risk.

3. Improve the accuracy of census coverage.

4. Contain costs.

The reengineered 2010 census program consists of three highly integrated activities designed to
take advantage of opportunities for innovations made possible through the expanded use of
technology, major changes in our business process for data collection, and the use of focused
coverage improvement procedures. These activities complement each other and form the basis
for reengineering the 2010 census—one will not work to its full potential without the others.

American Given the rapid demographic changes experienced in recent years, and the
Community strong expectation that such changes will continue and accelerate, the
Survey once-a-decade data collection approach of a decennial census no longer is

) acceptable for producing much of the data required by the federal
We will collect and government, states, municipalities, tribal governments, and the Nation’s

tabulate long-form . . s
data every year businesses. To meet the needs and expectations of the Nation, one of the

Census Bureau's approaches has been to develop the American
throughout the ; p
decade using a Community Survey (ACS).
large household
survey. This survey will coilect decennial census long-form data every month

instead of once every ten years, and the Census Bureau will provide
tabulations of these data on a yearly basis rather than only once each
decade. This survey will allow the Census Bureau to remove the long
form from the 2010 census, thus providing an opportunity to restructure
and greatly simplify the process of census-taking itself. In addition, the
field representatives collecting the ACS data will contribute to the second
activity, keeping the Master Address File (MAF) up to date during the
decade.



MAF/TIGER
Enhancements
Program

We will conduct a
multiyear effort to
enhance and
improve the Census
Bureau’s Master
Address File (MAF)
and geographic
database {TIGER).

Short-Form-
Only
2010 Census

We will conduct a
multiyear program
of integrated
planning,
developing, and
testing 1o
completely
restructure the
management and
conduct of a short~
form-only census in
2010.
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The MAF/TIGER Enhancements program is multifaceted—taking
advantage of well established technology to improve on the outdated and
error prone methodologies currently in use, while expanding geographic
partnerships with state, local, and tribal governments to maintain the
address and geographic information essential for a successful 2010 census
and ACS.

These improvements will help to reduce or eliminate the address
duplication and incorrect housing unit and group quarters location
problems that hampered Census 2000. The 2010 census field staff will be
equipped with a more comprehensive, accurate, and timely address list—
one of the best predictors of a successful census. In addition, they will be
provided with highly accurate geographic tools (with Global Positioning
System (GPS) capability) to guide them to the correct units and to use in
recording the locations of both new addresses and new streets.

In addition to these improvements, the program will replace the current,
internally developed processing environment for the MAF/TIGER
system—which is outdated and beyond its useful life—with a modern
processing environment using Commercial Off-The-Shelf and Geographic
Information Systems software products and sound industry standard
software engineering practices.

The results of the MAF/TIGER Enhancements program also will enable
the ACS to collect high quality data throughout the decade.

A sustained, multiyear, integrated program for planning, testing, and
developing a short-form-only census for 2010 is the third key component
of our reengineering effort. The data collection effort for 2010 will take
advantage of and build on the ACS and MAF/TIGER improvements to
contain costs and improve accuracy, while keeping operational risk to a
minimum.

This will be accomplished through steps such as data collection using
GPS-equipped mobile computing devices. Use of these devices will allow
us to make major improvements to our business process for data
collection—the largest and most expensive component of any census. We
also plan to mail a second questionnaire to households that do not respond
to the initial mailout. Our research has shown this to have significant
promise for increasing mail response rates, thus lowering field follow-up
work loads and costs. This improvement is made possible by the
replacement of the long form by the ACS.

Other key efforts will include: (1) increasing data quality for all
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population groups by improving questionnaire wording and instructions
when collecting data about race and Hispanic origin; (2) increasing within-
household coverage for all groups and areas by improving questionnaire
wording and instructions regarding our residence rules; (3) improving the
way we collect data for persons who live in group quarters; and (4)
reducing duplication (of persons and housing units) and conducting real-
time unduplication operations as soon as we begin to receive completed
census questionnaires.

To do these things successfully, procedures must be fully tested under
census-like conditions and refined well in advance of Census Day. This
requires a sustained, multiyear effort of integrated planning, development,
testing, revising, and retesting of all the many procedures needed to
complete a successful census.

+  We will conduct a major field test in 2004, focused primarily on
improved methodologies for data collection and coverage.

*  We will conduct another major test in 2006, which will be our final
opportunity to zest methods and technologies in the field before the
Dress Rehearsal.

*  We will conduct a Dress Rehearsal in 2008 of the selected methods
and technologies for 2010 to demonstrate final proof of design and to
ensure significant reduction in the risk of operational failure in 2010,

«  We also will continue to conduct focused special purpose tests,
cognitive studies, and technology assessments.

Implementation of the ACS, completion of the MAF/TIGER Enhancements program, and
development of a fully tested, redesigned plan for a short-form only 2010 census all must occur
in order for the Census Bureau to achieve its long-range performance goals for the 2010 census.

While each of these components can yield great benefits on its own, the full benefit comes from
the integration of these activities into a fully reengineered decennial census program.
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Estimated Life Cycle Costs for Reengineering the 2010 Decennial Census Program
September 2005

Introduction

In June 2001, the U.S. Census Bureau issued the document, “Potential Life Cycle Savings

for the 2010 Census,” to describe the goals and process for reengineering the 2010 Decennial
Census Program and to provide a cost comparison for that approach to one that would repeat the
Census 2000 approach. The document noted that the cost figures included were based on
preliminary planning assumptions and were subject to change as we moved through the decade
with planning, development, testing, and implementation.

In June 2003, an update on the Census life cycle was issued to provide revised estimates of life
cycle costs. This revision benefited from the experience of over two years of Census re-
engineering progress, and was able to more accurately predict costs based on work performed as
of that date. Since that time, re-engineering has continued in accordance with 2010 goals. The
Census Bureau continually assesses its performance against these goals and evaluates the
resources required for a successful Census in 2010. As planning and infrastructure investments
are made throughout the cycle, more accurate predictions of total cycle costs can be produced.

This document outlines the most recent updates to life cycle cost estimates, which the Census
Bureau will now publish on an annual basis for the duration of the cycle. In order to establish a
comparable reference point for these annual estimates, these updates will be issued each year to
correspond with the President’s annual budget request to the Congress beginning with the fiscal
year 2007 budget. This year’s update reflects the President’s FY2006 request and is compared to
the estimated life cycle costs as of the President’s FY2005 request.

Estimated Life Cycle Costs as of President’s FY2006 Budget Request:

The September 2005 revised estimated life cycle costs for reengineering the 2010 Decennial
Census Program are shown, by component program, in Table 1. The estimates reflect actual
appropriations through FY2005, and the President’s budget request to the Congress for FY2006.

As with previous estimated life cycle cost estimates, these figures include:

ACS costs from FY 2001 (nationwide testing program) through FY 2012 (when five-year
averages centered on 2010 can be produced with equivalent reliability to Census 2000
{ong-form data).

MAF/TIGER Enhancement Program costs from inception in FY 2002 through FY 2012.
2010 Census costs from FY 2002 through FY 2013,
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Table 1: Revised Estimated Life Cycle Costs for
the 2010 Decennial Census Program
{nominal year dollars in millions)

Program Total
., Component

American $238 $28.0 $56.8 $64.1 $144.1 $169.9 $4875) $1.21681 81,7073
Community

Survey

MAF/TIGER $0 $15.0 $47.0 $824 $81.2 $79.8 $305.4 $223.9 $534.3
Enhancements

Program

2010 Census $0 $210 $416| $10607 $163.0) §21458 $546.1f $8.466.8| 99,0129
TOTAL $2386 $65.0] $145.4| $252.5| $388.3| $464.3)] 1,339.0)] $9.915.5| $11,254.8

Details may not add to totals due to rounding.

The life cycle cost for the entire 2010 Decennial Census Program now is estimated to be $11.255
billion in nominal dollars. Only about 12% of this total will have been spent through the end of
FY 2006. Overall, the 2010 Census itself still accounts for approximately 80% of the estimated
life cycle cost, and for 85% of the estimated cost for FY 2007 ~ FY 2013.

Comparison to Estimated Life Cycle Costs Last Year (as of President’s FY2005 Budget
Request)

Table 2 provides a comparison of life cycle cost estimates between the President’s FY2005 and
FY2006 Budget requests. As the table illustrates, over the last year the net change in the overall
estimated life cycle costs was a reduction of $25.2 million, which is less than one quarter of one
percent.

Table 2: Comparison of Estimated Life Cycle Costs for the 2010 Decennial Census Program
as of President’s FY200S and FY2006 Budget Requests
(nominal year dollars in millions)

g

o

L by

rogram Component As of President's : As of President'sii ;. Differan
r ‘*gFYzoos Request §§ FY2008 Request§ e
American Community Survey $1627.7 $1,707.3 $79.7
MAF/TIGER Enhancements Program $534.7 $534.3 {-30.4)
2010 Census 39,1174 $9.012.9 {-3104.5)
TOTAL $11,279.8 $11,254.6 -$25.2)

Detalls may not add fo totals due to rounding.
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Key factors that affected our estimated life cycle costs over the last year were:

The difference between the President’s Budget request and the amount appropriated
placed some constraints on the activities that could be completed in FY2005.

For the American Community Survey program, we requested additional multi-year
funding to test and evaluate alternative question wording for topics covered by the ACS
questionnaire. The 2008 American Community Survey will be the first opportunity to
make revisions or improvements in the questionnaire design, the questionnaire content,
the question wording, or the answer categories. However, prior to implementing any
such questionnaire changes, the proposed changes must be field tested in accordance with
Census Bureau (and standard statistical) policy. The testing will be done through a
Methods Panel beginning in 2006.

This Methods Panel research is essential to improving the relevance and timeliness of
census long-form data, which is a major objective for the 2010 Decennial Census.
Further, this endeavor will be undertaken without increasing the estimated life cycle costs
for the overall 2010 Decennial Census Program. To achieve this, we offset the ACS
increase by reducing the estimated cost for the 2010 Census component. Specifically, we
reduced our estimate of the amount of funding that should be in place for risk
management during implementation of the 2010 Census.

Revised Estimate of Life Cycle Costs to Revert to a Census 2000 Approach

In June 2001 we estimated that the life cycle costs of a 2010 Decennial Census Program that
repeated the Census 2000 approach would be $11.725 billion, while the estimated life cycle cost
for the reengineered design was estimated to be $11.280 billion—a savings of $445 million.

After factoring in appropriations for FY 2002 through FY 2005, the President’s budget request
for FY 2006, as well as ongoing programmatic enhancements, the estimated life cycle cost for
the 2010 Census now stands at $11.255 billion. Forecasted saving from the employment of the
re-engineered design now are estimated to be $1.301 billion, however, because the estimated life
cycle cost if we revert now to a Census 2000 design is $12.556 billion.

This illustrates that life cycle savings to be produced from the reengineered design are contingent
upon preparations prior to the 2010 Census date. Therefore, cyclical costs are markedly different
than what would be expected from a repeat of the 2000 methodology. Maintaining a resource
level sufficient to continue with the 2010 approach is necessary to capitalize on expenditures on
re-engineering made to date, and to avoid a mid-stream adjustment to the 2000 approach. Such a
change would become necessary if full implementation of re-engineering is not feasible, and
would result in higher-than-expected costs for the cycle as a whole.
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Comparison to Previous Censuses

To provide a comparison to previous decennial census efforts, Table 3 displays life cycle costs
for the previous four decades to the current estimated cost of 2010 Decennial Census Program.
To standardize the comparisons, costs are shown in constant 2010 dolars(1). Table 3 also
displays these figures on a unit cost basis in order to remove the effects of workload differences

due to population growth.

Table 3: Life Cycle Decennial Census Program Costs 1970-2010
{constant 2010 dollars)

2010 1
{estimated) |

Gost in Constant 2010 Dollgrs ! 0 $24 $3.8 $7.8 $114
{in billions)
‘Percentage Increase in Cost : ; -
Compared to Previous Census - 583% . 100.0% 50.0%
Housing Units 707 90.1 - 1040 117.3 130.0
{in millions}
Cost Per Housing Unit .
{in doliars) ) $14.1 $26.8  $365 $64.8 $87.7
- Percentage Increase in Unit Cost
Compared to Previous Census i - 88.7% 35.3%

ATl yoars from 1964 Trough 2013 infisted/defiated to constant 2010 dolars.

As the figures in Table 3 illustrate, the cost of conducting censuses increases with each
subsequent cycle. Several factors that are independent of programmatic methodology contribute
to this phenomenon. For example, a desire for accurate coverage of a growing and increasingly
diverse population adds complexity to each census. Also, experience reveals that people have
become more resistant to answering surveys and providing information to the government.
Adding to these difficulties is increased immigration and its diversity of languages and cultures,
which creates difficulties in maintaining a wholly inclusive census. Factors such as these lead to
an expectation for increased costs for the 2010 Census over the 2000 Census, regardless of the

{1} Year 2010 doltars calculated using the Chamned Price Index m the Table of E A i 1 the Analytical Perspectr
volume of the FY 2005 Budget of the United States Government
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design. However, the rate of increase in cost is estimated to slow due to the implementation of
the re-engineered census design.

Table 3 reveals that the 2010 census is expected to enjoy the lowest rate of cost increase in the
last four decades. This pattern also holds when comparing unit costs. To illustrate further, note
that the average percentage increase in unit cost for the three previous census cycles was 67.8%.
If applied to the cost for 2000, this straight line projection would produce an estimated unit cost
for the 2010 cycle of $108.7, and thus an estimated total cost of $14.1 billion. And, if the largest
increase in unit cost for the three previous cycles (88.7% from 1970 to 1980) were used, it would
produce an estimated unit cost for 2010 of $122.3, and thus an estimated total cost of $15.9
billion. Both of these estimates are significantly higher than our actual projection of $11.4
billion as measured in constant 2010 dollars ($11.3 billion in nominal year dollars). Thus, while
achieving the significant benefits to our nation from the annual release of long-form data by the
ACS, and the improvements to our MAF/TIGER databases, the reengineered 2010 Decennial
Census Program also will be significantly less costly than historical trends would project.

Next Steps Toward 2010

The September 20035 updated life cycle cost estimate for the reengineered 2010 Decennial
Census program does not show much change from the previous estimate in June 2003, or from
the initial estimate in June 2001. What has changed over the last four years is the estimated cost
of abandoning the reengineered approach in favor of the approach used for Census 2000, We
expect that the costs of reverting to the Census 2000 methodology will continue to increase over
our current estimate of at least $1.3 billion. This amount will continue to increase as the years
progress.

In addition to maintaining its cost advantage compared to historical trends, another major change
over the last four years is that the reengineered approach has progressed from a plan to a reality.
The American Community Survey already is producing more timely census long-form data; the
Census Bureau is approaching the half way mark in bringing its TIGER database into alignment
with GPS coordinates; and two major tests of 2010 Census methods and technology have been
completed, with two more underway.

As these efforts proceed through the decade, the Census Bureau will continue to issue annual
revisions to this document.
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Appendix
Overview of Plan for Reengineering the 2010 Decennial Census Program

Census 2000 was an operational and data quality success--all operations were completed on time
and within overall budget; overall coverage was improved; and differential undercount was
improved for all minority groups and for children. However, the 2010 Census can be conducted
with greater efficiency and less operational risk, while maintaining the successes of Census
2000.

In response to the lessons of Census 2000, and in striving to better meet this Nation’s ever-
expanding needs for social, demographic, and geographic information, the U.S. Department of
Commerce and the U.S. Census Bureau have developed a muitiyear effort to completely
modernize and reengineer the decennial census. This reengineering effort for the 2010
Decennial Census Program has four major goals:

Improve the relevance and timeliness of census long-form data.
Reduce operational risk.

Improve the accuracy of census coverage.

Contain costs.

The 2010 Decennial Census Program encompass three highly integrated components designed to
take advantage of opportunities for innovations made possible through the expanded use of
technology, major changes in our business process for data collection, and the use of focused
coverage improvement procedures. These component programs complement each other and
form the basis for the reengineering —each will not work to its full potential without the others.

American Given the rapid demographic changes experienced in recent years, and the
Community strong expectation that such changes will continue and accelerate, the
Survey once-a-decade data collection approach of a decennial census no longer is

acceptable for producing much of the data required by the federal

Wewill collectand  government, states, municipalities, tribal governments, and the Nation’s

;‘:‘g‘z‘ig”ﬁi’m businesses. To meet the needs and expectations of the Nation, one of the

throughout the Census B‘ureau's approaches has been to develop the American

decade using 2 large  COmmunity Survey (ACS).

household survey.
This survey will collect decennial census long-form data every month
instead of once every ten years, and the Census Bureau will provide
tabulations of these data on a yearly basis rather than only once each
decade. This survey will allow the Census Bureau to remove the long
form from the 2010 Census, thus providing an opportunity to restructure
and greatly simplify the process of census-taking itself. In addition, the
field representatives collecting the ACS data will contribute to the second
activity, keeping the Master Address File (MAF) up to date during the
decade.



MAF/TIGER
Enhancements
Program

We will conduct a
multiyear effort to
enhance and
improve the Census
Bureau’s Master
Address File (MAF)
and geographic
database (TIGER}.

2010 Census

We will conduct a
multiyear program
of integrated
planning,
developing, and
testing to
completely
restructure the
management and
conduct of a short-
form only census in
2010,
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The MAF/TIGER Enhancements program is multifaceted—taking
advantage of well established technology to improve on the outdated and
error prone methodologies currently in use, while expanding geographic
partnerships with state, local, and tribal governments to maintain the
address and geographic information essential for a successful 2010 Census
and ACS.

These improvements will help to reduce or eliminate the address
duplication and incorrect housing unit and group quarters location
problems that hampered Census 2000. The 2010 Census field staff will be
equipped with a more comprehensive, accurate, and timely address list—
one of the best predictors of a successful census. In addition, they will be
provided with highly accurate geographic tools with Global Positioning
System (GPS) capability to guide them to the correct units and to use in
recording the locations of both new addresses and new streets.

In addition to these improvements, the program will replace the current,
internally developed processing environment for the MAF/TIGER
system-—which is outdated and beyond its useful life—with a modern
processing environment using Commercial Off-The-Shelf and Geographic
Information Systems software products and sound industry standard
software engineering practices.

The results of the MAF/TIGER Enhancements program also will enable
the ACS to collect high quality data throughout the decade.

A sustained, multiyear, integrated program for planning, testing, and
developing a short-form-only census for 2010 is the third key component
of our reengineering effort. The data collection effort for the 2010 Census
will take advantage of and build on the ACS and MAF/TIGER
improvements to contain costs and improve accuracy, while keeping
operational risk to a minimum.

This will be accomplished through steps such as data collection using
GPS-equipped Hand Held Computers. Use of these devices will allow us
to make major improvements to our business process for data collection—
the largest and most expensive component of any census. We also plan to
mail a second questionnaire to households that do not respond

to the initial mailout. Our research has shown this to have significant
promise for increasing mail response rates, thus lowering field follow-up
work loads and costs. This improvement is made possible by the
replacement of the long form by the ACS.

Other key efforts will include: (1) increasing data quality for all
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population groups by improving questionnaire wording and instructions
when collecting data about race and Hispanic origin; (2) increasing within-
household coverage for all groups and areas by improving questionnaire
wording and instructions regarding our residence rules; (3) improving the
way we collect data for persons who live in group quarters; and (4)
reducing duplication (of persons and housing units) and conducting
unduplication operations as soon as we begin to receive completed census
questionnaires.

To do these things successfully, procedures must be fully tested under
census-like conditions and refined well in advance of Census Day. This
requires a sustained, multiyear effort of integrated planning, development,
testing, revising, and retesting of all the many procedures needed to
complete a successful census. Some of these preparatory activities
include:

In 2003, the Census Bureau conducted a nationally-representative
mailout test to study alternative self-response options and contact
strategies, and to study alternative presentations of the race and
Hispanic origin questions.

In 2004, a major field test was conducted in two locations, focused
primarily on improved methodologies for data collection and
coverage.

In 2003, a second nationally-representative mailout test will be
conducted to study such things as new coverage questions; wording
and presentation of residence rules; design, layout, wording, and
presentation of the race and ethnicity questions and other short form
content; and replacement questionnaire strategies,

In 2006, a second major field test will be conducted in two locations.
This will be the final opportunity to test methods and technologies in
the field before the Dress Rehearsal,

In 2008, the Census Bureau will conduct a Dress Rehearsal field test
of the selected methods and technologies selected for the 2010
Census to demonstrate final proof of design and to ensure significant
reduction in the risk of operational failure in 2010.

Implementation of the ACS, completion of the MAF/TIGER Enhancements program, and
development of a fully tested, redesigned plan for a short-form only 2010 Census all must occur
in order for the Census Bureau to achieve its long-range performance goals for the 2010
Decennial Census Program. Each of these components can yield great benefits on its own, but
the full benefit comes from the integration of these activities into a fully reengineered decennial

census program.
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2010 CENSUS

Costs and Risks Must Be Closely
Monitored and Evaluated, With Mitigation
Plans in Place

What GAO Found

The Bureaw's most recent life-cycle cost estimate for the 2010 Census does
not reflect the most current information from testing and evaluation nor
provide complete information on how changing assuraptions ray affect
cost. As GAO reported in January 2004, the Bureau derived its initial cost
estimate by considering the cost of the 2000 Census along with certain
assumptions that drive costs, such as staffing needs, the nonresponse rate
for mailing back the census questionnaire, census worker productivity and
pay rates, and inflation; however, GAQ’s ongoing work has found that the
most recent (Septemiber 2005) estimate does not incorporate current
information on certain 2001 assumptions. For example, the 2004 Census Test
suggests some assumptions about staffing and space associated with new
technology have changed. Specifically, Bureau evaluations indicate that
more staff at the local census office was needed to support the use of the
new hand-held mobile computing device (MCD) and additional storage space
was needed for the MCDs.

Since 2000, the Bureau has reengineered the decennial census and has begun
new initiatives to reduce nonresponse follow up costs. Key to the Bureau’s
steps to reduce the costs of nonresponse follow up is successfully using the
MCDs to eliminate millions of paper guestionnaires and maps. Importantly,
the Bureau must first resolve the MCD's technological challenges. During
2004 and 2006 tests, the MCDs had significant reliability probleras. For
example, in the 2004 test the MCDs experienced transmission problems,
memory overloads, and difficulties with the mapping feature. Bureau
officials have contracted the design and implementation for a new MCD that
will not be ready until the 2008 Dress Rehearsal. If after the Dress Rehearsal
the MCD is found not to be reliable, the Bureau could be faced with the
remote but daunting possibility of having to revert to the costly paper-based
Census used in 2000,

The Bureau does not have risk mitigation plans to address certain identified
challenges to a cost-effective census. Most notably, the Bureau does not
have a plan to assess additional resources that may be needed to update the
address and map file for areas affected by hurricanes Katrina and Rita.
Moreover, the Bureau has not yet assessed whether new procedures will be
necessary nor whether local partners will be available to assist in updating
address and map data. Updating address files to reflect the changes caused
by the hurricanes will be formidable, in part because, according to Red
Cross estimates, nearly 525,000 people were displaced in a 90,000 square
mile area. Another risk to be mitigated stems from the need to closely
raonitor the performance of about $1.9 billion in contracts. The Bureau has
agreed to take steps to mitigate some of those risks. For example, the
Burean has said it will enhance the ability of key contract project offices to
better manage contracts through such actions as developing mitigation plans
with milestones for key activities and regularly briefing senior managers.

United States Government Accourtablility Office
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Mr. Chairman, Mr. Carper, and Members of the Subcommittee:

Thank you for the opportunity to be here today to discuss the life-cycle
costs of the 2010 Census as well as the actions that the U.S. Census Bureau
{Bureau) is taking to contain those costs. The Bureau estimates the 2010
Census will cost $11.3 billion, which would make it the most expensive
census in our country’s history, even after adjusting for inflation. Since the
2000 Census, we have monitored how the Bureau has incorporated lessons
learned from the 2000 Census into its planning for the next decennial
census, as well as its cost and design. My overall point today is that the
decennial’s cost and risks must be closely monitored and evaluated, with
mitigation plans in place to help ensure that accurate results are delivered
on time and within projected costs. Based primarily on our issued reports,
this testimony addresses the extent to which the Bureau has (1) developed
detailed and timely cost data for effective oversight and cost control, (2)
reduced nonresponse mail follow-up costs, and (3) produced risk
mitigation plans to address identified challenges, such as assessing the
resources that may be needed to update address files and maps in areas
affected by hurricanes Katrina and Rita. I will also present the preliminary
results of ongoing work—on which we plan to issue a report later this
month—on the Bureaw’s efforts to build a complete and accurate address
list, the foundation of a successful census.

As you know, Mr. Chairman, the decennial census is a crucial,
constitutionally mandated activity undertaken by the Bureau. The stakes
for a successful census are very high. The data that the census produces
are used to reapportion the seats of the U.S. House of Representatives;
realign the boundaries of the legislative districts of each state; allocate
about $200 billion dollars each year in federal financial assistance; and
provide a social, demographic, and economic profile of the nation's people
to guide policy decisions at each level of government. Further, businesses
use census data to target new services and products and to tailor existing
ones to demographic changes.

Mr. Chairman, I would like to commend the subcommittee for calling
today’s hearing, as past experience has shown that strong and continuing
congressional involvement—especially while there is still time to make
cost-effective decisions and influence the direction of the decennial
census—is essential to the decennial’s ultimate success. Today’s hearing is
particularly timely because the Bureau is currently holding the 2006
Census Test in the central portion of Travis County, Texas, and at the
Cheyenne River American Indian Reservation and Tribal Trust Lands in
South Dakota, where the Bureau is evaluating key operations and

Page 1 GAO-06-8§22T
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equipment it plans to employ for the full enumeration in 2010. After this
test, the Bureau will have only one more opportunity to assess its census-
taking-procedures—a “Dress Rehearsal” scheduled for 2008. Moreover,
after the Dress Rehearsal, the Bureaun will begin to transition from
preparatory to operational activities, leaving little room for delays or
design changes, which at that point could significantly increase the cost of
2010 Census,

Importantly, for decades we have been reviewing the national
enumeration on behalf of Congress. Over the years, through a series of
reports and testimonies, we have acquired broad institutional knowledge
that gives us a historical view of the census. I want to highlight several
broad themes that have emerged from our work.

First, completing the decennial census is a monumental undertaking, and
the Bureau recognizes that streamlined and efficient operations are critical
for the census’ cost-effectiveness. The Census’ sheer size and complexity
make it a risky and fragile enterprise. The 2000 Census, for example,
involved the hiring of more than 500,000 enumerators on a temporary
basis, opening 511 local census offices nationwide and 24,000
questionnaire assistance centers, processing 1.5 billion sheets of paper,
and in 10 weeks following up with 42 million nonrespondent households,
The size of the census means that small problems can magnify quickly, and
big problems could be overwhelming. For example, 60 seconds might
seem like an inconsequential amount of time, but in 2000, if enumerators
had spent just 1 minute more at each household during nonresponse
follow-up, it could have added almost $10 million to the cost of the census,
assuming a pay rate of around $13 per hour (wages ranged from $8.25 to
$18.50 per hour for enumerators in 2000, depending on location).

Second, sound risk management is important to a successful census
because many risks are interrelated, and a shortcoming in one operation
could cause other operations to spiral downward. For example, a low mail
response rate would drive np the follow-up workload, which in turn would
increase staffing needs and costs. (Of course, the reverse is also true,
where a success in one operation could have a number of positive
downstream impacts.) Rigorous up-front planning and testing, and where
needed, risk mitigation plans are the best ways to stave off these
problems, In the 2000 Census, the Bureau successfully planned and
mitigated risk in recruiting and hiring workers by using management
information systems capable of tracking key operations with real-time
measures. To recruit the vast army of people needed to fill the ranks of its
workforce for the 2000 Census, the Bureau set a recruitraent goal of 2.4

Page 2 GAO-06-822T
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million qualified applicants. Because the Bureau tracked the progress local
census offices were making in meeting their individual goals, it was able to
mitigate risk by quickly raising pay rates and taking other actions at those
offices where recruitment was lagging. In the end, the Bureau exceeded its
recruitment goal by 100,000 people.

Third, the census is conducted against a backdrop of immutable deadlines,
and the census’ elaborate chain of interrelated pre- and post-Census Day
activities are predicated upon those dates. The Secretary of Commerce is
legally required to (1) conduct the census on April 1 of the decennial year,
(2) report the state population counts to the President for purposes of
congressional apportionment by Deceraber 31 of the decennial year, and
(3) send population tabulations to the states for purposes of redistricting
no later than 1 year after the April 1 census date. To meet these legally
mandated reporting requirements, census activities need to take place at
specific times and in the proper sequence. Bureau officials have recently
stated, and we agree, that the design and plans being implemented are too
far down the road and time is too short to allow for significant
adjustments. In fact, as Census Day approaches, the tolerance for any
operational delays becomes increasingly small. Indeed, considerable risk
and cost increases could accompany design changes that occur late in the
decade. This requires the Bureau to have risk-based mitigation plans in
place now to ensure that 2010 Census operations are ready and that few, if
any, changes to the fundamental design happen after the 2008 Dress
Rehearsal.

Based on the Bureau’s desire to address the issues associated with the
2000 ation, in designing the 2010 Census the Bureau had four goals
in mind: (1) increase the relevance and timeliness of data, (2) reduce
operational risk, (3) increase coverage and accuracy, and (4) contain
costs. To achieve these goals, three components-—all new operations—are
important to the Bureau’s plans for 2010;

« enhancing procedures for its address list (the MAF—Master Address
File) and the associated geographic information system (the
TIGER®—Topologically Integrated Geographic Encoding and
Referencing database"),

! The TIGER database is a mapping system that identifies all visible geographic features,
such as type and location of sireets, housing units, rivers, and railroads. To link TIGER to
the master address file (MAF), the Bureau assigns every housing unit in the MAF to a
specific location in the TIGER, a process called “geocoding.” TIGER is a registered
trademark of the U.8. Census Bureau.
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« replacing the census long-form questionnaire with the American
Community Survey (ACSY, and

» conducting a short-form only decennial census that is supported by
early research and testing.

My remarks today are based primarily on reports that GAO issued from
2002 through May 2006 on the planning and development of the 2010
Census. These reports are listed in appendix I. We analyzed Bureau
documents and data and interviewed key Bureau officials regarding the
2004 and 2006 Census Tests, In that regard, we visited the Texas and South
Dakota test sites; Queens, New York; and several counties in rural south-
central Georgia, where an earlier field test was held in 2004. During these
visits we observed the address canvassing operation—where workers go
door to door verifying addresses and updating maps as part of the
Bureau's effort to build a complete and accurate address list, and we
observed the nonresponse follow-up operation—where enumerators
collect information from those households that do not return their initial
questionnaire. We conducted our work in accordance with generally
accepted government auditing standards.

The Bureau's $11.3
Billion Cost Estimate
for 2010 Census Lacks
Timely and Complete
Data

The Bureau’s $11.3 billion life-cycle cost estimate for the 2010 Census
lacks timely and complete supporting data. The supporting data of the
estimate is not timely because it does not contain the most current
information from testing and evaluation. Also, the supporting data of the
estimate is not complete because it does not provide sufficient information
on the how changing assumptions could affect cost.

Cost for Each Decennial
Census Continues to
Significantly Increase

In January 2004, we reported that the Bureau’s cost projections for the
2010 decennial census continue an escalating trend.” As noted above, the
Bureau now estimates the 2010 Census will cost $11.3 billion, making it the
most expensive in history, even after adjusting for inflation. Although
some cost growth can be expected, in part because the number of housing
units—and hence the Bureau's workload—has become larger, the cost
growth has far exceeded the increase in the number of housing units. The

? ACS is intended to be a monthly survey of 250,000 households that, under the Bureau's
plans, wiill replace the long-form census questionnaire.

3 GAO, 2010 Census: Cost and Design Issues Need to Be Addressed Soon, GAD-04-37
(Washington, D.C.: Jan. 15, 2004).

Page 4 GAO-06-822T



78

Bureau estimates that the number of housing units for the 2010 Census
will increase by 10 percent over 2000 Census levels. At the same time, as
shown in figure 1, the average cost per housing unit for 2010 is expected to
increase by approximately 29 percent from 2000 levels (from $56 per
housing unit to $72 per housing unit in 2000 inflation-adjusted dollars).*

Figure 1: Di Census A ge Cost per Hi g Unit (Fiscal Y ar 2000
infiation-Adjusted Dollars)
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Soutce. GAC analysis of U 8. Census Bureau data.

The risk exists that the actual, final cost of the census could be
considerably higher. Indeed, the Bureau's initial cost projections for
previous censuses proved to be too low because of such factors as
unforeseen operational problems or changes to the fundamental design.
For example, the Bureau estimated that the 2000 Census would cost
around $4 billion if sampling was used, and a traditional census without
sampling would cost around $5 billion. However, the final price tag for the
2000 Census (without sampling) was over $6.5 billion, a 30 percent
increase in cost. Today's climate of large federal deficits and other fiscal
challenges requires holding the decennial’s costs as low as possible, while
promoting an accurate, timely census.

* These figures include the 10-year costs for ACS replacement for the census long form and
the costs of MAF/TIGER.
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2010 Cost Estimate Lacks Despite a history of cost increases, the Bureaw’s most recent cost estimate

Timely and Complete is not based on timely and complete information. Table 1 shows the

Information Bureau's latest revised estimate that was released in September 2005.
Based on this table, the bulk of the funds will be spent between fiscal
years 2007 through 2013,

0
Table 1: Bur au’s Revised September 2005 Estimate of Life-cycle Costs for the 2010 Decennial Census Program (in millions
of doliars, nominat)

American Community

Survey $236  $29.0  $568  $64.1  $i44q $169.9  $4875 $1,2198  $1,707.3
MAF/TIGER
Enhancements Program $0 8150  $47.0  $824  §81.2 $798  $3054  $2289  $5343
Short Form 2010

$2145  $546.1 $8,466.8  $9,012.9

Census $0 $21.0 $416  $106.0

Source: U.S. Census Bureau.

599
Note: These hgures havs not been audited by GAC.

As we stated in our January 2004 report’, in June 2001, the Bureau derived
its 2010 cost estimate by using the actual cost of the 2000 Census
combined with assumptions about cost drivers, such as (1) staffing needs,
(2) enumerator productivity, (3) pay rates for census workers, (4) the
nonresponse rate for mailing back the questionnaires’, and (5) inflation.
However, the most recent life-cycle cost estimate’ does not incorporate
current information about those 2001 assumptions. One key assumption,
that has not been updated pertains to the use of a new technology—
specifically, new hand-held, GPS-enabled mobile computing devices
(MCDs)-—that would be important to the success of the 2010 census by
automating and streamlining address canvassing, nonresponse follow-up,

*GAO-04-37.

*Lower mail-back respanse rates increase costs by necessitating costly follow-up visits by
enumerators to nonresponding households and/or the mailing of a follow-up questionnaire.

"U.8. Census Bureau, Census Bureau Estimated Life Cycle Costs for Reengineering the
2010 Decennial Census Program (Washington, D.C.: Sept. 2005).
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coverage measurement, and payroll operations. The Bureau anticipated
that the use of MCDs would facilitate reductions in administrative and
support costs in the Bureau's field offices, including a 50 percent
reduction in clerical and administrative local census office staff costs and
a 50 percent reduction in space at each local census office. However, the
Bureau's existing assumptions about the use and reliability of the MCD
were not updated to reflect information from the 2004 test, which showed
that assumptions about staffing and space associated with the new
technology had changed since the June 2001 estimate. The Bureau's
evaluations about those test results indicate that more help desk staff at
the local census office were needed to support the use of the MCD, and
additional storage space was needed for the devices. However, the Bureau
did not use this information when revising its cost estimate in 2005
because, according to Bureau officials, they conduct field tests for
operational purposes only—not to inform the cost estimates. In our view,
revising cost estimates on the most recent information—including test
results that are pertinent to cost assumptions—can assist the Bureau and
external decision makers to oversee costs and make necessary resource
allocations to help ensure a successful, cost-effective, census.

The Bureau’s cost estimate lacked complete information, suchas a
sensitivity analysis regarding assumptions that could affect cost drivers.
OMB Circular A-94 provides guidelines for cost-benefit analysis of federal
programs and recommends that agencies develop a sensitivity analysis for
major projects with significant uncertainty, like the decennial census, The
circular provides a method for determining how sensitive outcomes are to
changes in assuraptions. In January 2004, we reported that the Burean
could provide more robust information on the likelihood that the values
the Bureau assigned to key cost drivers could differ from those initially
assumed and be timelier—previously the life-cycle cost estimate had been
provided at 2-year intervals.® The Bureau's latest life-cycle cost document
does not contain a sensitivity analysis on assumptions that impact cost; it
did, however, indicate that the life-cycle cost would be updated annually.

Having transparent information about cost estimates is especially
important because decennial costs are sensitive to many key assumptions.
In fact, for the 2000 Census, the Bureau's supplerental funding request for
$1.7 billion in fiscal year 2000 primarily involved changes in assumptions
related to increased workload, reduced employee productivity, and

*GAD-04-37.
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increased advertising. Given the cost of the census in an era of serious
national fiscal challenges, it would be beneficial for the Bureau and
Congress to have sensitivity information about the likelihood-—high,
medium, or low—that certain assumptions would drive costs. By providing
this information, the Bureau would better enable Congress to consider
funding levels in this uncertain environment.

Our January 2004 report also highlighted the challenge that the Bureau
would have in containing the cost of the 2010 Census. To increase the
transparency of the census’ life-cycle costs for Congress, we
recoramended that Office of Management and Budget (OMB) establish
triggers that would signal when the annual 2010 Census costs and/or lfe-
cycle 2010 Census costs exceeded some predetermined amount. We also
recommended, among other things, that OMB ensure the Bureau analyzes
the sensitivity of the cost figures to specific assumptions. However, OMB
disagreed with our recommendation, because it said it already has internal
procedures within its budget reviews to monitor 2010 Census costs. OMB
shared our view that the costs and risks associated with the 2010 Census
must be carefully monitored and evaluated throughout the decade. OMB
also agreed that it is essential to understand the key cost drivers and said
that it is working with the Bureau to ensure that the Bureau develops high-
quality, transparent life-cycle cost estimates.

In addition, we recommended in our 2004 report that the Bureau develop a
comprehensive project plan that would be updated as needed to (1)
include milestones for completing key activities; (2) itemize the estimated
cost of each component; (3) articulate a clear system of coordination
among project components; and (4) translate key goals into measurable,
operational terms to provide meaningful guidance for planning and
measuring progress. Some, but not all, of this information is available in
various documents, and to be useful, it would need to be pieced together.
As a result, we recommended that the Bureau combine this information
into a single, comprehensive document. The Bureau disagreed with our
recommendation, although it said it would develop such a plan
nonetheless and provide it to GAO, Congress, and other stakeholders. The
Bureau has not yet issued such a document,
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Bureau Has Taken
Steps to Reduce
Nonresponse Follow-
up Costs, But
Challenges with
Technology Remain

Since 2000, the Bureau has reengineered the decennial census and has
begun to implement new initiatives. These include (1) using a short-form-
only census questionnaire; (2) automating field operations; and (3) using a
targeted second mailing to households that fail to respond to the initial
census questionnaire, instead of sending an enumerator to visit houses
that have not responded. These initiatives could reduce the workload and
cost of nonresponse follow-up. While these initiatives show promise, the
Bureau will need to address technological challenges with the MCD that
will be used to collect data for nonresponse follow-up.

The Bureau is finding it increasingly difficuit to locate people and get them
counted in the census. As in previous censuses, the major cost for the 2010
Census is what the Bureau calls “field data collection and support
systems,” accounting for over half of the life-cycle costs of the decennial
census.

First, the Bureau plans to contain the cost of nonresponse follow-up by
increasing mail response through a short-form-only census. The overall
mail response rate has been declining steadily since 1970. In the 1980
Census, the mail response rate was 75 percent, 3 percentage points lower
than it was in the 1970 Census. In the 1990 census, the mail response rate
dropped to 65 percent and, in 2000, appeared to be leveling off at about 64
percent. Contributing to this decline is the public's unwillingness to
complete the long form. Specifically, the response rates in 1990 and 2000
to the short form have been higher than the response rate to the long form.
Bureau data suggest a 1 percent increase in the mail response rate would
result from conducting a short-form-only census.

Secondly, by using the MCD, the Bureau plans to automate field data
collection to contain the cost of nonresponse follow-up. The MCD allows
the Bureau to automate operations and eliminate the need to print millions
of paper questionnaires and maps used by census workers to conduct
address canvassing and nonresponse follow-up, as well as managing field
staff’s payroll. As stated above, the benefits of using the MCD have been
tested in the 2004 and 2006 tests. For example, during the 2004 Census
Test, the MCD allowed the Bureau to successfully remove over 7,000 late
mail returns from enumerators’ assignments, reducing the total
nonresponse follow-up workload by nearly 6 percent. The ability to
remove late mail returns from the Bureau’s nonresponse follow-up
workload reduces costs, because census workers no longer need to make
expensive follow-up visits to households that return their questionnaire
late, after the mail-back deadline. If the Bureau had possessed this
capability during the 2000 Census, it could have eliminated the need to
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visit nearly 773,000 late-responding households and saved an estimated
$22 million (based on our estimate that a 1 percentage point increase in
workload could add at least $34 raillion in direct salary, benefits, and
travel costs to the price tag of nonresponse follow-up®). Moreover,
operations that traditionally had to be done in sequence, such as
nenresponse follow-up and then verifying the housing unit status for
addresses marked vacant, can now be performed simultaneously by using
the MCD, which may shorten the fime needed for local census offices to
stay open.

However, the Bureau's ability to collect and transmit data using the MCD
is not known and, at this point, constitutes a risk to the cost-effective
implementation of the 2010 Census. During the 2004 test of nonresponse
follow-up and the 2008 test of address canvassing, the MCDs experienced
significant reliability problems.

During the 2004 Census Test, the MCDs experienced transmission
problems, memory overloads, and difficulties with a mapping feature—all
of which added inefficiencies to the nonresponse follow-up operation.”
During the 2006 Census Test, for address canvassing, the device was slow
to pull up and exit address registers, accept the data entered by the census
workers, and link map locations to addresses for multiunit structures.
Furthermore, the MCDs would sometimes lockup, requiring workers to
reboot them.

Census workers also found it difficult to transmit an address and map
location that were identified for deletion. Because the Burean could not
fix this problem, workers returned to the local census office so
technicians could address the problem. The MCD’s global positioning
system (GPS) receiver, a satellite-based navigational system to help
workers locate street addresses and collect coordinates for each structure
in their assignment area, was also unreliable. Some workers had trouble
receiving signals, and when a signal was available, the receiver was slow
to find assignment areas and correct map locations, according to Bureau
officials. The Bureau extended the operation 10 days and still was unable

? GAQ, 2000 Census: Contingency Planning Needed to Address Risks That Pose a Threat
o a Successful Census, GAO/GGD-00-06 (Washington, D.C.: Dec. 14, 1999).

' GAO, 2010 Census: Basic Design Has P ial, but R ining Challenges Need
Prompt Resolution, GAO-05-9, (Washington, D.C.: January 12, 2005).
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to conplete the job, leaving census blocks in Austin, Texas and on the
Cheyenne River Reservation, South Dakota, unverified.

The Bureau has acknowledged that the MCD's performance is an issue but
believes it will be addressed through a contract awarded on March 30,
2006, to develop a new MCD. However, the new MCD will not be tested
until the 2008 Dress Rehearsal, and if problems do emerge, little time will
be left to develop, test, and incorporate refinements. Given that, it will be
important that the Burean have a risk mitigation plan in place to help
ensure the successful testing of the MCD at the Dress Rehearsal. In our
May 2006 report, we highlighted the tight time frames to develop the MCD
and recormmended that systems being developed or provided by
contractors for the 2010 Census—including the MCD-—be fully functional
and ready to be assessed as part of the 2008 Dress Rehearsal," The
Department of Commerce, the Census Bureau's parent agency, noted in its
comments on our draft report that the Bureau provided competitors for
the contract with information about the design, requirements, and
specification for the 2006 test in the request for proposals. Commerce also
noted that the Bureau would share preliminary results from the 2006 test
with the firm that was awarded the contract, upon the availability of those
results, The Bureau, however, did not specify when preliminary results
would be available. However, if after the 2008 Dress Rehearsal the MCD is
found not to be reliable, the Bureau could be faced with a remote but
daunting possibility of having to revert to the costly, paper-based census
used in 2000.

Finally, a targeted second mailing to households that fail to respond to the
initial census questionnaire could reduce the workload and cost of
nonresponse follow-up, According to Bureau studies, sending a second
questionnaire could yield a gain in overall response of 7 to 10 percent from
non-responding households. In reports, we have highlighted how a second
mailing could boost the mail response rate by several percentage points,
which in turn would result in considerable savings by reducing the number
of costly personal visits enumerators would need to make to non-
responding households. The Bureau has never before included this
operation as part of a decennial census and over the decade has been
testing its feasibility. The targeted second mailing is a part of the 2006

Y GAO, 2010 Census: Census Bureau Generally Follows Selected Leading Acquisition
Planning Practices, but Conti M A ion I's Needed to Help Ensure
Success, GAQ-06-277 (Washington, D.C.: May 18, 2006).
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test, the resulis of which will allow the Bureau to identify and resolve any
operational issues; to demonstrate a more refined plan as part of the 2008
Dress Rehearsal; and, ultimately, to increase the likelihood that the second
mailing will produce the desired cost savings and other benefits in 2010.

Bureau Lacks Risk
Mitigation Plans for
Certain Challenges

Recent work that we have conducted has identified several challenges
that, if not properly managed, could increase the cost of the 2010 Census.
As the Bureau moves from testing to demonstrating the design in the Dress
Rehearsal, it will be important for the Bureau to have risk mitigation plans
in place to reduce the severity of challenges to a cost-effective census.
These challenges include (1) overseeing contractors responsible for
conducting key census-taking operations, (2) successfully updating
address and map files, and (3) assessing the resources that will be needed
to update the address files and maps for areas affected by hurricanes
Katrina and Rita.

Increased Reliance on
Contractor Support for the
2010 Census Introduces
Risk

The Bureau is relying extensively on contractors to supply mission-critical
functions and technologies for the 2010 Census. The Bureau estimates that
they will spend $1.9 billion, or nearly 17 percent, of the Bureau's overall
decennial costs to award seven major contracts for the 2010 Census. To
date, the Bureau has awarded three of its seven major contracts. These
three contracts support (1) MAF/TIGER modernization; (2) the
development and operation of the Decennial Response and Integration
System (DRIS)—a system planned to integrate paper, Internet, and
telephone responses; and (3) the Field Data Collection Automation
(FDCA) program-—a system designed to provide field staff with the
equipment and infrastructure needed to collect census data.

Contractors can help the Bureau address the challenges it faces as it plans
for and implements the 2010 Census, especially as it becomes increasingly
difficult for the Bureau to count the nation’s population with its in-house
staff and capabilities. The contractors that the Bureau relied on to perform
major decennial activities during Census 2000 generally performed well.”
However, increased reliance on contractors entails certain management
challenges, including the oversight of contractors to ensure that they meet

" For example, the data capture system exceeded its performance goals for accuracy, and
the advertising campaign blanketed the country with more than 250 advertisements in 17
languages, which helped boost the response rate higher than the Bureau had expected.
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the Bureaw’s needs in an effective, economical, and timely manner. For
exanple, according to the Department of Commerce Office of Inspector
General, the Bureau did not have sufficient program management staff to
efficiently acquire systems and manage complex, high-doliar contracts
during Census 2000.” As a result, the cost of the Bureau’s data capture
system increased from $49 million to $238 million by the end of that
decennial.

As we noted in our May 2006 report, the Bureau has not yet awarded four
other major contracts for the 2010 Census, but has already pushed back
the award dates of two of the remaining contracts because of changes in
its acquisition approach. The Bureau’s tight schedule for systems
development and testing as well as the interdependence of decennial
systems could affect its ability to develop fully functional and sufficiently
mature systems that can be demonstrated in concert with other operations
during the 2008 Dress Rehearsal. We previously reported that during the
1998 Dress Rehearsal for the 2000 Census, a number of new features were
not test-ready; as a result, the Bureau said it could not fully evaluate them
with any degree of assurance as to how they would affect the census.”
These late design changes and untested systems resulted in additional
costs to the census.

-

Closely monitoring major contracts continues to be important. In March
2006, we testified that while project offices responsible for the DRIS and
FDCA contracts had carried out initial acquisition management activities,
neither office had the full skill sets needed to effectively manage the
acquisitions.” For DRIS, the Bureau’s project office had established
baseline requirements, but the Bureau had not validated the requirements
and had not implemented a process for managing them, Also, the project
office had identified the project’s risks but had not written mitigation
plans or established milestones for completing key risk mitigation
activities. As for FDCA, the Bureau again had specified baseline
requirements but had not validated them. While, the project office had

¥ Department of Commnerce Office of Inspector General, Improving Our Measure of
America; What Census 2000 Can Teach Us in Planning for 2010, 01G-14431
(Washington, D.C.: Spring 2002),

* GAO-05-9.
 QAO, Census Bureau: Important Activities for I M of Key 2010

Decennial Acquisitions Remain to be Done, GAO-06-444T, (Washmgmn, D.C:Mar. 1,
2006).
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begun to oversee the contractor’s performance, it had not determined
which performance measures it would use, and the office had not

impl ted a risk max t process. Until these basic management
activities are implemented, both systems could face increased risks of cost
overruns, schedule delays and performance shortfalls. We have made
recommendations addressing those issues, such as developing mitigation
plans with milestones for key activities and regularly briefing senior
managers. The Bureau has agreed to complete these activities as soon as
possible.

As part of its effort to allow respondents to use the Internet during the
decennial census, the Bureau proposed to develop the use of the Internet
under the DRIS contract. However, in May 2006, Bureau officials informed
us that the Internet response option was no longer a contract requirement
and that they are uncertain whether Internet response would be an option
for the 2010 Census. The removal of the Internet from the DRIS contract is
an unexpected change, because just 3 months earlier in our March 2006
testimony,'® we reported that the DRIS contract was expected to process
Internet responses for the 2010 Census.

High-level Bureau officials explained that they made the decision to
remove the Internet from the contract partly because of the potential risks
associated with computer security attacks. In addition, accordingto a
Bureau official, the Bureau's testing to date showed nothing to indicate
that offering an Internet response option would improve overall response
rates or save any money. According to Bureau officials, if the Internet
response option is inclnded in the design, it will be developed in-house by
Bureau staff. Bureau officials emphasized that they only have one chance
every 10 years to collect this information; moreover, any public perception
of an unsecured Internet Web site could result in residents not responding
to the census, and in the long term could cost more than if the Internet had
not been used. It should be noted that there are security techniques to
address Internet attacks, and other federal agencies use the Internet to
successfully meet many missions. According to a Bureau official, the
Bureau believes it made a sound business decision by removing the
Internet from the DRIS contract requirements. Further, the official told us
that the Bureau did not develop a formal business case document on this
decision.

* GAO-06-444T.
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Address and Mapping
Challenges Pose a Risk to
a Cost-Effective Census

To contain decennial costs, long-standing and emerging issues related to
the Bureau’s address lists and maps need to be addressed. A complete and
accurate address list is the corerstone of a successful census because it
identifies all households that are to receive a census questionnaire and
serves as the control mechanism for following up with households that fail
to respond. Although the Bureau went to great lengths to build a complete
and accurate MAF for the 2000 Census, of the 116 million housing units
contained in the database, the Bureau estimates it incorrectly included 2.3
million housing units and missed another 2.7 million housing units. In light
of these and other problems, the Bureau concluded that enhancements to
MAF/TIGER were necessary to make census data more complete and
accurate.

The Bureau has conducted research and testing to help resolve each of the
problems experienced in the 2000 Census, including addresses that were
duplicated, missed, deleted, and incorrectly located on a map (a problem
known as “geocoding error”). For example, the Bureau is researching
ways to capture missed addresses for housing units that were hard to
find—often associated with apartmments in small multiunit structures.
However, some deadlines for completing research are not firm, while
other deadlines that have been set continue to slip. As a result, it is not
known whether the research and evaluation efforts underway will be
completed in sufficient time to allow the Bureau to develop new
methodologies and procedures for improving the MAF by June 2007—the
Bureaw’s announced deadline for determining the baseline for all program
requirements.

In addition, one major research effort using software to identify duplicate
addresses (an estimated 1.4 million duplicate addresses were removed
during the 2000 Census) did not work and will not be used in 2010. As a
result, duplicate addresses may still be a problem for the 2010 MAF, and if
not detected, can result in increased cost when nonresponse enumerators
attempt to collect data from a duplicate address incorrectly listed in the
MAF,

New issues surrounding the schedule of address activities have emerged.
One such issue revolves around the planning and development of the 2010
Census amid tight and overlapping schedules for updating addresses and
map files. For example, Bureau officials estimate that TIGER maps for 600
to 700 counties of 3,232 counties in the United States will not be updated
in time to be part of local update of census address (LUCA)—the Bureaw’s
program to give local, state, and tribal government officials the
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opportunity to review the address lists and maps and suggest corrections.”
LUCA participation is important because local knowledge contributes to a
more complete and accurate address file. Not having the most current
TIGER maps could affect the quality of a local government's review and
could potentially increase the cost of conducting the census. For example,
to the extent LUCA participants are not able to use the maps to identify
duplicate and nonexistent addresses, and if subsequent address operations
also fail to identify those same addresses, then nonresponse follow-up
enumerators would make unnecessary and costly attempts to locate these
incorrectly included addresses.

Bureau Does Not Have a
Plan to Assess Resources
Needed to Update Address
and Map Files in Areas
Affected by Hurricanes
Katrina and Rita

The Bureau does not have a plan to assess additional resources that may
be needed to update the address and map file for areas affected by
hurricanes Katrina and Rita. The task of updating Census address files to
reflect the changes caused by the hurricanes will be formidable and
possibly costly, as much has changed to the landscape since the 2000
Census. On August 28, 2005, hurricane Katrina devastated the coastal
communities of Louisiana, Mississippi, and Alabama. A few weeks later,
hurricane Rita hit the border areas of Texas and Louisiana. Damage was
widespread. For example, the Red Cross estimated that nearly 525,000
people were displaced as a result of hurricane Katrina and approximately
90,000 square miles were affected. In some places, entire communities
were obliterated. Homes were declared uninhabitable, and streets,
bridges, and other landmarks were destroyed.

For the 2010 Census, locating housing units and the people who reside in
them will be critical to accurate population counts of places hit by the
hurricanes, especially since it is estimated that hundreds of thousands of
people have—either temporarily or permanently—migrated to other areas
of the country. The Bureau anticipates that by 2009, residents will have
decided whether to return to the region. However, Bureau officials have
not provided information regarding the basis of this conclusion. Given the
magnitude of the area, population, and infrastructure affected, it would be
prudent for the Bureau to begin assessing whether new procedures will be
necessary, determining whether additional resources may be needed, and
identifying whether local partners will be available to assist the Bureau in

I the Census Address List Improvement Act (Pub. L. No, 103-430, Oct. 51, 1094),
Congress required the Bureau to develop a local address review program giving local
governments and tribal governments greater input into the Bureau's address list
development process.
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its effort to update address and map data, as well as other census-taking
activities. Without having done a resource analysis, the Bureau remains
uncertain about whether additional funds will be needed to help locate
and count residents affected by the hurricanes.

In summary, the 2010 Census is an expensive but vitally important
undertaking, the success of which is needed to meet the information
requirements of policyiakers at all levels of government, as well as
business interests, and academic researchers. The Bureau responded to
concerns about the accuracy, completeness, and cost-effectiveness of the
2000 Census by reengineering the heretofore paper-based processes used
in all previous censuses.

At the same time, the projected life-cycle cost of $11.3 billion makes the
next decennial census the most expensive in our history, and many factors
can cause the 2010 Census to be more expensive. It is important to
consider that some factors that may increase the costs of the census—
such as counting more people than ever who do not speak English or who
live in alternative, hard-to-find housing—are inherent in the characteristics
of the population that needs to be counted. Largely, demographically
related cost factors will continue to exist, regardless of actions taken by
the Bureau, and must be treated as givens by Bureau planners. Still, other
factors that can cause cost increases can and should be mitigated. While
needed, the reengineering introduced by the Bureau presents new
challenges and increased risks. The Bureau needs to ensure that its new
MCDs work as designed, and that contractors perform according to
requirements, on schedule, and at cost. Moreover, the Bureau still needs to
fully resolve preexisting issues related to the accuracy and completeness
of the address list.

Overall, we have long recognized that redesigning massive enterprises
entail risks and uncertainties. Such risks and uncertainties need to be
managed through the use of adequate planning and risk management by
Burean management. Such tools also serve the oversight requirements of
external stakeholders—most notably Congress, which is being asked to
authorize and appropriate more funds than ever to pay for the census.

In January 2004, recognizing the cost escalation risks of the 2010 Census,
we concluded that the Bureau’s plans for 2010 lacked the needed
budgetary supporting detail, supporting analysis, and other information,
making it difficult for Congress and us to oversee the Bureau’s operations
and assess the feasibility of the Bureau’s design and the extent to which it
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would lead to greater cost-effectiveness. While the Bureau has made
progress in planning and designing the 2010 Census, the Bureau will need
to continue to take steps to manage and mitigate risks for a
comprehensive, accurate, and cost-effective population count in 2010

That concludes my statement, Mr. Chairman. I would be pleased to
respond to any questions you or other members of the Subcommitiee may
have.
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Enclosure

Questions for the Record
Hearing on 2010 Census, Off-Line and Off Budget:
The High-Cost of Low-Tech Counting”
Chairman Tom Coburn
June 20, 2006

Charles Louis Kincannon, Director, Census Bureau

Spending Issues

Current estimates put the cost of the 2010 Census at $11.3 billion. De you still
believe that $11.3 billion is an accurate estimate of what it will cost?

Yes. The most recent estimate of life cycle costs (September 2005) remains at
$11.3 billion.

Since 1980, costs for the Census have increased by billions of dollars per decade. Do
you anticipate the cost to ever level out or to just continue rising indefinitely?

The cost of conducting censuses increases with each subsequent cycle. Several factors
that are independent of programmatic methodology contribute to this phenomenon. For
example, the need for accurate coverage of a growing and increasingly diverse
population adds complexity to each census. Also, experience reveals that people have
become more resistant to answering surveys and providing information to the
government. An increasing diversity of languages also adds complexity to various
census efforts. Factors such as these lead to an expectation for increased costs for the
2010 Census over Census 2000, regardless of the design. Costs for future censuses likely
will be affected by many of these same factors.

Most of the Census Burean’s re-engineering efforts, including moving to a short-
form only census and offering the American Community Survey, officially went into
effect around 2003. Although these will likely have a significant impact on the cost
estimates for the 2010 decennial, why has the Census Bureau not revised its estimate
of $11.3 billion since 2001, prior te the re-engineering?

The U.S. Census Bureau’s estimate of $11.3 billion already takes into account the
savings from the reengineered decennial census program. Without the reengineering
(including the American Community Survey (ACS)), our most recent estimate
(September 2005) of the cost for repeating the Census 2000 approach is $12.6 billion.
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Are there any areas in the 2010 Census that you believe will be more cost-effective
than in 20002 What are they and why?

The entire reengineering effort is about improving cost-effectiveness. One of the four
strategic goals for the reengineered design for the 2010 Decennial Census Program is to
contain costs. At the same time, the Census Bureau is trying to meet three other strategic
goals of great interest to all of the Congress—increasing the timeliness of data, reducing
risks, and reducing coverage errors——which tend to drive costs higher. Yet, through the
reengineering approach, we believe we can accomplish all three of those goals and still
save $1.3 billion compared to reverting now to the approach used for Census 2000. We
also plan to implement several specific operational changes we believe will make the
next census more cost-effective. For example, we believe we can increase overall mail
response rates by sending a second replacement questionnaire to those households that
did not respond to the initial mailout. Also, with the use of hand-held computers for
nonresponse follow-up, we can update work assignment lists each day to account for late
mail returns. We could not do this in Census 2000, so we interviewed over five million
households that had already mailed us a completed questionnaire.

Specifically, GAO has indicated that your current cost estimates are based on an
assumption that the handheld devices will save you in administrative costs. In your
2004 test, though, the handheld devices did not work right and showed that they
might make costs increase. Do you believe that costs should be estimated upwards
to reflect that?

The 2004 Census Test was our first opportunity to study human factor issues relating to
the use of hand-held computers—e.g., could we hire and train temporary workers to use
these devices to conduct interviews? The results were encouraging enough to continue
with our plans for the 2010 Census. We experienced some technical problems with the
software we developed in-house, and this reinforced our decision to contract such efforts
to the private sector. We still expect the use of hand-held devices to save us
administrative costs. One is through the ability to electronically remove late mail returns
from the nonresponse follow-up workload on a daily basis. The second is the ability to
collect census payroll information for temporary workers directly on the hand-held
devices, thereby reducing paperwork and staffing needs for our field offices.

Have you used your census tests in 2004 and 2006 to inform your cost estimates?
(GAO says they did not)

Results from these relatively small site tests have limited usefulness for studying our cost
estimates for the entire 2010 Census. In addition to the fact that we cannot replicate
decennial census conditions in terms of public awareness and interest, the results from
the test sites cannot be generalized to 2010 because the sites were selected purposively,
not probabilistically. However, to the extent possible, we are trying to learn as much as
we can from these tests. For example, one objective of the 2006 Census Test is to
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determine if our additional use of automation (such as hand-held computers) can reduce
space needs for our field offices due to less paper being generated.

In January 2004, GAO recommended that the Census Bureau provide Congress
with a master planning document detailing the plans for implementation and
associated costs. At the hearing, you provided the 2010 Census Estimated Life
Cycle Costs document, but GAQ indicated that this was not as detailed a document
as it recommended you provide. Does the Census Bureau have plans to provide
Congress with a budget document in line with the GAO recommendation in the near
future?

The Census Bureau expressed strong disagreement with the Government Accountability
Office’s (GAO) 2004 report finding that the planning process was being impeded by the
lack of one comprehensive document that contained all necessary methodological,
budgetary, operational, risk assessment, contingency planning, and other related
information. Nonetheless, we agreed to prepare a document that combined the
information already contained in key planning documents previously forwarded to the
GAO. However, we also restated the position of the Office of Management and Budget
(OMB) that the annual budget submission process is the appropriate vehicle for
providing comprehensive and detailed cost information on 2010 Census planning.

GAO has indicated that the Census Bureau should develop as part of its budget
justification an explanation of its key budget assumptions for the 2010 Census. As
part of these documents, GAO indicated that these should have lower and upper
ends of possible costs. Do you have plans to develop budget information for
Congress to help us understand the likelihood of certain cost assumptions to
increase or decrease?

Most of the cost of the decennial census is related to the personal visit follow-up to
households that do not respond by mail. Therefore, the three most critical budget
assumptions are the estimated mail response rate, the productivity rate (i.e., the estimated
number of follow-up visits that can be completed per day), and pay rates for the workers
conducting these follow-up visits. Many factors, not all of them within the Census
Bureau’s control, can affect some or all of the actual rates. We have shared our
assumptions about these rates, and the basis for them, with the GAQ, our Office of
Inspector General, and of course with the Department of Commerce and the OMB, as
part of the annual budget submission process. In general, for the 2010 Census, our
estimates are based on actual Census 2000 costs, adjusted for inflation and workload
increases (more people and housing units). We used this same basic approach in
estimating life cycle costs for 1990 and 2000, and the approach worked reasonably well.
Starting with this adjusted base, we then subtracted estimated savings from the
reengineering effort to arrive at our 2010 Census life cycle estimate. Much of this
information is documented in our June 2001 life cycle cost estimate document, along
with the June 2003 and September 2005 updates to that document. We have enclosed
copies of those documents for the record. In some cases, we are doing things that are
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new to the decennial census program, but our general approach is to estimate those costs
based on our experience with similar activities during previous censuses.

Online Census

One of the reasons you cited for discontinuing plans for an online census is that
your tests did not conclude that savings would be achieved. Do you believe that it
would be more costly to do the census online?

Yes. If offering an Internet response option does not increase overall response rates, then
the costs required to develop and maintain a secure online option would increase the
overall cost of the 2010 Census.

The Census Bureau has raised concerns that an online census design would be used
once and thrown away, making it a big risk if it doesn’{ work. Why can you not
develop an internet platform that can be used both for the short-form census as well
as the American Community Survey, which is administered every month?

Offering an Internet response option for the ACS would be even more expensive. The
2010 Census will only ask a few basic demographic questions for each individual, but the
ACS asks many more questions on a wider range of topics, including such things as
income, educational attainment, marital status, and citizenship. We have tested the use of
an Internet response option for the ACS and did not observe any increase in overall
response here either. In fact, we actually observed an overall decrease in response.
Although we might be able to reduce the risk of operational failure by using an Internet
platform over a longer time period, everything we have seen indicates that there would be
neither short-term nor long-term cost-savings. It is also not clear that the infrastructures
could be similar, given the significant differences in the workload for the 2010 Census
and the ACS.

‘What is OMB’s position on moving forward with an online census? Does the
Administration support your decision to not move forward?

We are not aware of any position that the OMB has taken on this matter.

How much has the Census Bureau coordinated with OMB on the issue of developing
an e-government option for the Census Bureau?

In relation to the 24 E-Government initiatives sponsored by the OMB, the Census Bureau
is actively participating in the Geospatial Information One Stop through enhancements to
the MAF/TIGER System; the E-Business Gateway Initiative developing a one-stop shop
for all e-forms; and is looking at the possibility of using the systems that result from the
E-Payroll Initiatives to meet its 2010 Census field staff hiring and payment requirements.
Census Taker, a major E-Government initiative by the Census Bureau, is a data
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collection agent that is already involved in compiling 20 different economic surveys for
the Census Bureau.

Similarly, according to the Pew Internet Project, 73% of American adults have
online access. What do you believe is the proper response to the American public,
which increasingly expects to access its government online, but won’t be able to do
so in 20107

We would provide the American public with the same information we have provided to
the Congress and to all of our other stakeholders. Namely, we tested the online response
option and found that (1) it did not save money (in fact, it would add to the cost of the
2010 Census), and (2) that we believed it would increase the likelihood of both real and
perceived threats to the confidentiality of personal data provided to us by the public.
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Questions for the Record from Sen. Carper, Census Hearing 6/6/2006

Addressed to Louis Kincannon

1. As stated in the hearing, the Census Bureau will not provide an Internet online
reporting capability for the 2010 Census. Therefore, does the Bureau plan to
facilitate a pilot Internet online reporting capability in 20107 If so, would the
Bureau or contractor develop the online capability, and how will the Bureau plan to
review the performance of the online capability at the conclusion of the 2010
Census?

The Census Bureau has not made a final decision on whether it will provide this response
option for the 2010 Census. We have, however, removed the development of this option
from the statement of work for our Decennial Response Integration System (DRIS)
contractor. Thus, if we decide to offer this option for the 2010 Census, we would likely
develop the system ourselves. In any case, if we offer this option in 2010, we will
evaluate its use and customer satisfaction just as we did after Census 2000. We have not
determined if we would conduct a pilot program in 2010, if we decide not to offer this
option nationwide. We have not yet developed the details of our Internet evaluation and
experimentation program for the 2010 Census.

2. 1In 2002, the Census Bureau released a final report on the Internet Data Collection
of the 2000 Census. In the report, the Bureau states that the 2000 Internet Data
Collection was a huge success and that the Internet is here to stay. Why did the
Bureau choose to rebut these conclusions in May of 2006, with the elimination of the
Internet online data reporting capability from the Decennial Response Integration
System (DRIS) contract?

Our 2002 report concluded that “Overall, 91 percent of respondents were satisfied with
the Census 2000 Internet Form. Given the high levels of customer satisfaction, Internet
Data Collection demonstrated a strong potential for large-scale implementation in 2010.”
Those conclusions are what led us to conduct formal testing and research on this option
during the 2003 and 2005 National Census Tests. However, the results of those tests
have not been so positive, as we described at the hearing. While use of the Internet has
grown since 2000, so has abuse—cyber crimes, identity thefts, phishing schemes, and the
like.

3. For the 2010 Census, enumerators will be using, for the first time, handheld
messaging devices (MCD). Technical problems were revealed with the equipment in
2004 and 2006. If an enumerator experiences technical problems with a MCD while
in the field on Census Day 2010, what is the back-up plan for the enumerator?

We have not developed the final support plan for the 2010 Census. However, our current
plan calls for crew leaders (CLs) to provide first-level MCD support for their
enumerators. Each CL will have a spare MCD to provide the enumerator, if the CL
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cannot get the equipment working after doing very basic troubleshooting. During
Address Canvassing and Nonresponse Follow-up operations, the contractor will provide
on-site technical support in the Local Census Offices. These technical experts will
maintain a supply of spare equipment and will be trained to build and swap out
equipment on demand. The intent is to get a new device in the hands of the enumerator
as quickly as possible.

4. How does the Census Bureau plan to train the enumerators on the new MCDs?

We are still working out the details with our contractor. However, it is likely that MCD
training will consist of a combination of self-study exercises using Computer-Based
Training on the MCD, in-class instruction and exercises, and actual field assignments
conducted using the MCDs.

5. To date, the Burean has yet to put-together a comprehensive project plan for the
2010 Census that includes milestones for key activities and an itemized cost for each
component. Does the Bureau plan to develop a proeject plan? If so, when will the
project plan be available?

In response to a recommendation from the GAO, the Census Bureau agreed to prepare a
document that combined the information already contained in key planning documents
previously forwarded to the GAO. However, we also restated the position of the OMB
that the annual budget submission process is the appropriate vehicle for providing
comprehensive and detailed cost information on the 2010 Census planning.

Enclosures
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£ GAO

Accountability * Integrity * Reliability

United States Government Accountability Office
Washington, DC 20548

July 13, 2006

The Honorable Tom Coburn

Chairman

The Honorable Thomas Carper

Ranking Minority Member

Subcommittee on Federal Financial Management,
Government Information, and International Security
Committee on Homeland Security and Governmental Affairs,
United States Senate

On June 20, 2006, you requested that we respond to questions for the official record
regarding the subconunittee’s June 6, 2006 hearing, “Census 2010, Off-Line and Off
Budget: The High-Cost of Low-Tech Counting.” The following is our response to your
questions. Because our response is based primarily on our previous work, we did not
obtain comments from the Department of Commerce.

Responses to Questions for the Official Record from Chairman Coburn

1. GAO has raised serious concerns about the rising costs associated with
implementing the decennial census. Do you believe that the $11.3 billion
estimate is accurate? If not, what do you believe is a more accurate cost
estimate for the 2010 Census?

It is not possible to determine the validity of the Bureau’s $11.3 billion life-cycle cost
estimate because it is not supported by timely or complete data. Without better
information we are unable to verify that the estimate is accurate. Specifically, the
Bureau’s life-cycle cost estimate was last updated in September 2005, but the
estimate does not reflect the most current information from the 2004 testing and
evaluation procedures nor provide information on how changing assumptions may
affect cost. In our June 6 testimony, we highlighted several risk factors, such as the
reliability of the hand-held device and conducting operations in areas affected by
hurricanes Katrina and Rita that could increase the life-cycle cost estimate beyond
$11.3 billion.

2. Why do you feel that it is so important for the Census Bureau to comply with
GAO’s recormmendation to produce a master planning document for use by
Congress and the public in evaluating the ten-year costs of the Census?

An operational plan that consolidates budget, methodological, and other relevant
information about the 2010 Census into a single, comprehensive project plan that
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could be updated as needed would help Congress oversee how the Bureau plans to
spend funds to implement the 2010 Census. Such a document would inform Congress
on where the Bureau $11.3 billion estimate will go, as the bulk of the funds will e
spent between fiscal years 2007 through 2013. In January 2004, we recommended
that such a plan should include

e specific performance goals, how the Bureau's efforts, procedures and projects
contribute to those goals, and what performance measures would be used;

o risk and mitigation plans that fully address all significant potential risks;

detailed milestone estimates that identify all significant interrelationships; and

s annually updated life-cycle cost estimates, including a sensitivity analysis, and
an explanation of significant changes in the assumptions on which these costs
are based.

3. Do you believe that the investment by the Census Bureau into the 500,000
hand-held devices will help it achieve savings over the 2000 Census costs? Or,
do you believe it will cause costs to increase?

To help reduce the operational risk, increase the coverage and accuracy of the
census, and contain costs, the Bureau has reengineered the decennial for 2010—an
effort supported by GAO. One component of this effort is the short-form only census
and use of hand-held devices. As we stated in our June 6 testimony, if these devices
work as intended, they would allow the Bureau to automate operations and would
save money by eliminating the need to print millions of paper maps and
questionnaires used by census workers in the field. The devices could also allow the
Bureau to remove late mail returns from enumerators’ assignments. During the 2004
Census Test, the hand-held devices allowed the Bureau to successfully remove over
7,000 late mail returns, thereby reducing the nonresponse follow-up workload by
nearly 6 percent. The ability to remove late mail returns from the Bureau's
nonresponse follow-up workload reduces costs because census workers no longer
need to make expensive follow-up visits to households that returned their
questionnaire after the mail-back deadline.

However, in our view, if the devices fail to work, they could raise costs. As stated in
our June 6 testimony, during the 2004 and 2006 tests, the hand-held device
experienced technical difficulties, raising concerns about the Bureau’s ability to
collect and transmit data using the device. Thus, it is possible that if problems still
persist after the Dress Rehearsal when a new device will be tested, additional funds
may be required to fix those problems.

4. How likely do you believe it is that the hand-held devices will not work at all
during the 2010 Census?

The new model of the hand-held device has not been tested; therefore, its
effectiveness is not known. However, what is known is that previously the device did
not function as intended, and the new device will not be tested until the 2008 Dress
Rehearsal. If problems do emerge, little time will remain to develop, test, and
incorporate refinements. This constitutes a risk to the cost-effective implementation
of the 2010 census. Specifically, during the 2004 test of nonresponse follow-up and
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the 2006 test of address canvassing, the hand-held devices experienced significant
reliability problems. The Bureau has acknowledged that the hand-held device’s
performance is an issue but believes it will be addressed by a contract that was
awarded on March 30, 2006 to develop a new device to be used for 2010. As stated
before, this new hand-held device will not be tested until the 2008 Dress Rehearsal,
leaving little time to address any significant problems.

5. What effect would it have on the cost of the Census for enumerators to resort
to pencil and paper for the counting of households?

At this time, if the Bureau were to resort to pencil and paper to conduct nonresponse
follow-up, we believe the cost of the 2010 census could likely increase because most
of its procedures and systems are being designed around collecting census data in the
field via the hand-held device. For example, some changes that would impact the
cost would be (1) the need to print millions of paper questionnaires and maps; (2) the
need to revise the requirements in the Decennial Response Integration System (DRIS)
and field data collection and automation (FDCA) contracts to collect and scan data
from paper rather than electronically; and (3) the loss of the Bureau’s ability to
electronically remove late mail returns on a daily basis. It is imperative that the latest
model of the hand-held device that is being developed under the FDCA contract
function as intended.

6. How feasible is it at this point to develop and implement an on-line census
option by 2010?

As we testified on June 6, the Bureau did not develop a formal business case for
removing the Internet option from the DRIS contract, and has not made a final
decision on dropping this option entirely. Bureau officials stated, however, that if the
Bureau decided to go forward with an option o respond to the census on-line, such a
capability would be developed in-house. Without more information concerning the
Bureau’s decision or plans, we are unable to determine whether it will be feasible for
the Bureau to develop and implement this option in-house.

As you know, initially the Bureau proposed to develop the use of the Internet under
the DRIS contract awarded in October 2005. However, in May 2006, Bureau officials
informed us that the Internet response option was no longer a contract requirement
and that they are uncertain whether Internet response would even be an option for
the 2010 Census. High-level Bureau officials explained that they made the decision to
remove the Internet partly because of the potential risks associated with computer
security attacks. In addition, according to a Bureau official, the Bureau’s testing
showed nothing to indicate that offering an Internet response option would improve
overall response rates or save any roney.

7. You mention in your testirnony that the Census Bureau’s technology contracts

will cost around $1.9 billion overall. How high do you believe the cost may go
when the final cost is totaled?

The Bureau's $1.9 billion estimate is for seven major decennial contracts, but to date
only three contracts have been awarded. Thus, we do not have sufficient information
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to determine the final cost for all seven contracts. The estimated cost of the three
contracts that have been awarded total about $1.3 billion: $209 million for updating
address and map files, more than $500 million to develop and operate the DRIS, and
$600 million for the FDCA contract. As we stated in our June 6 testimony, it will be
important for the Bureau to closely monitor all contracts. To date, the address and
map contract awarded in June 2002 has operated on schedule and within budget.
However, we have not reviewed the contract costs for the other two recently
awarded DRIS and FDCA contracts. The four remaining contracts include the Data
Access and Dissemination System (DADS II), the 2010 Communications contract for
advertising, the 2010 Census printing contracts, and the Decennial Census office
leases. Because the Bureau has not awarded these contracts we have little
information on the individual costs of those contracts.

Thank you for the opportunity to participate in your June 6, 2006, hearing on the 2010
Census. Please contact me at (202) 512-6806, if you, other subcommittee members,

or your staffs have additional questions or if we can provide additional help on these .
issues.

Sincerely yours,

Borurde Jtans

Brenda S. Farrell
Acting Director
Strategic Issues
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