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DEPARTMENT OF DEFENSE NATIONAL SECURITY
PERSONNEL SYSTEM

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ARMED SERVICES,
READINESS SUBCOMMITTEE,
Washington, DC, Wednesday, April 1, 2009.

The subcommittee met, pursuant to call, at 2:45 p.m., in room
2118, Rayburn House Office Building, Hon. Solomon P. Ortiz
(chairman of the subcommittee) presiding.

OPENING STATEMENT OF HON. SOLOMON P. ORTIZ, A REP-
RESENTATIVE FROM TEXAS, CHAIRMAN, READINESS SUB-
COMMITTEE

Mr. ORTIZ. This hearing will come to order. We want to welcome
you to today’s Readiness Subcommittee hearing on the Department
of Defense’s (DOD) National Security Personnel System (NSPS). I
want to thank our witnesses for making the time to appear before
us today. Welcome. We are very happy to have you with us.

Two years ago the subcommittee held its first oversight hearing
on the Department’s new personnel system, NSPS. It was clear
from that hearing and formal studies, it has gotten mixed reviews.
The intent of NSPS was to help DOD respond to its 21st century
resources needs. Two years ago I asked the question: Was it the
right fix? That question is still valid today.

I am pleased that the Department has now undertaken a com-
prehensive review of NSPS. This review response is to a letter that
Chairman Skelton and I wrote asking that Secretary Gates dis-
continue converting employees to the new system until the admin-
istration and Congress can properly address the future of NSPS.

Since the Department has only begun its review, I understand
that our DOD witnesses will not be able to give us very many de-
tails. However, I do hope that DOD will share with us the guiding
principle that would be followed in undertaking this view. And all
our witnesses should be able to provide the subcommittee with in-
formation on the challenges and concerns that must be addressed
in any review of NSPS. This includes such issues as hiring, fair-
ness of the performance rationing ratings, payment of salary in-
creases versus bonuses, employee acceptance and managers’ ac-
countability.

We also should take a critical look at the General Schedule (GS)
system and incentives provided under that system. During the
campaign, President Obama indicated that he would consider ei-
ther a repeal of NSPS or its complete overhaul. This subcommittee
will be actively involved in any proposals related to NSPS.
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We also will look carefully at the civilian personnel management
system in general since DOD’s employees are 26 percent of the
Federal workforce. Indeed, staff has been conducting a several
month long analysis of such system.

Today’s hearing will help lay the groundwork for any action that
needs to be taken following the results of the NSPS review and the
President’s direction.

Let me go back for a minute to the time of the enactment of
NSPS in the year 2003. At that time Congress was told that a new
system was necessary to provide the Department with greater flexi-
bility in hiring employees. This would respond to the number one
complaint of Federal managers: that is, the need to fix the complex
and lengthy hiring process.

In fact, the Merit Systems Protection Board, which is rep-
resented by one of our witnesses today, has stated that the Defense
Department could be the model for reforming the government’s hir-
ing process. However, DOD has made no effort to tackle what I
consider to be one of the biggest challenges faced by the Depart-
ment: attracting qualified new people to work for the military serv-
ices and the defense agencies.

Since passage of NSPS, the Department has focused its efforts on
its own unique pay-for-performance system. But should each agen-
cy be allowed to grade its own personnel system, which appeared
to be the trend of the last administration? I wonder if that is good
for the employees and the government as a whole.

Even within the Department there are now three separate per-
sonnel systems—NSPS, GS and wage grade—and I am asking
should this continue? Of course, many employees that I have heard
from, the answer is clear: Stop NSPS and return to the GS system.

Giving incentives for good performance and improving hiring
were key reasons for the creation of NSPS. However, Congress al-
ready has provided numerous flexible authorities to all government
agencies to reward performance in the GS system. These were
never used.

Today we will hear from a variety of witnesses. No hearing on
NSPS is complete without a hearing from DOD. None of the polit-
ical appointees from the Bush administration who pushed for
NSPS are still around. So today we will hear from the individuals
tasked with the challenge of making it work. They are always the
most knowledgeable about NSPS.

We have mandated that the Government Accountability Office
(GAO) conduct a thorough review of NSPS to ensure that adequate
safeguards are in place to ensure fairness. We will hear about the
most recent report and GAO, which has its own unique pay-for-per-
formance system, has found numerous problems with the DOD sys-
tem.

I already have mentioned the Merit Systems Protection Board,
an agency that we rarely hear from. The Board has done numerous
studies on the government’s hiring system. They recognize that hir-
ing is critical to any discussion on civilian personnel management.
And they have put forth numerous recommendations on reforming
the Federal hiring process.

Finally, the Federal Managers Association represents the users
of NSPS. As managers, they have some very strong views on NSPS
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and what it will take to get it fixed or what we should do if NSPS
is eliminated and we return to the GS system. I look forward to
your testimony.

[The prepared statement of Mr. Ortiz can be found in the Appen-
dix on page 37.]

Mr. ORTIZ. But before starting, I ask unanimous consent to in-
clude the statements for the record for the National Federation of
Federal Employees, the International Federation of Professional
Technical Engineers and the American Federation of Government
Employees.

[The information referred to can be found in the Appendix begin-
ning on page 105; a statement from the International Federation
of Professional Technical Engineers was not available at the time
of printing.]

Mr. ORrT1Z. And I would like to turn to my good friend from Vir-
ginia, Mr. Forbes, for any statement that he would like to make.
Mr. Forbes.

STATEMENT OF HON. J. RANDY FORBES, A REPRESENTATIVE
FROM VIRGINIA, RANKING MEMBER, READINESS SUB-
COMMITTEE

Mr. FoOrBES. Thank you, Mr. Chairman. As you know, this hear-
ing is important because it provides us an opportunity to gather
relevant information and perspectives about the future of the Na-
tional Security Personnel System. I can think of few programs this
subcommittee has dealt with that were more controversial, more
revolutionary, or more challenging to implement than NSPS. So I
agree with the President’s directive to the Department of Defense
to conduct a comprehensive review of NSPS.

The Congress, primarily on initiatives originating in this sub-
committee, made significant changes to NSPS in the 2008 Defense
Authorization Act, and I believe we will again be faced with more
decisions regarding NSPS once the recommendations and findings
of the Department’s review are done and acted upon by the Presi-
dent. Until we know and have had a chance to analyze what the
President proposes, I would caution the subcommittee from taking
action to significantly change NSPS.

Paying employees for the quality of their work is an underlying
principle of most businesses and it should be an underlying prin-
ciple in government. This is one of the underlying principles of
NSPS, and I agree with this principle. The belief that people
should be paid based on what they contribute is why so many are
rightfully upset that American International Group (AIG) execu-
tives took on millions of dollars while their company was driven
into the ground. The soundness of this principle is why the Presi-
dent has challenged our nation to provide extra pay to outstanding
teachers while insisting that we stop making excuses for the bad
ones.

However, based on the reports of GAO and others, the implemen-
tation of a pay-for-performance system has been problematic. As we
get to the questioning of our witnesses today, I would like to fur-
ther explore with them what needs to be changed in NSPS to im-
prove the pay-for-performance system and establish the credibility
of it in the perception of NSPS managers and employees.
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I am also interested in what alternatives the Department has to
implementing the principle that we should reward those who are
outstanding and ensure the few bad apples are removed from the
important work that is nothing less than protecting our national
security.

So, Mr. Chairman, I join you in welcoming our witnesses and I
look forward to their testimony. And I yield back the balance of my
time.

Mr. OrTIZ. Thank you.

[The prepared statement of Mr. Forbes can be found in the Ap-
pendix on page 41.]

Mr. ORTIZ. Today we are very fortunate to have a panel of distin-
guished witnesses who will discuss the Department of Defense Na-
tional Security Personnel System. Mr. Brad Bunn is the Program
Executive Officer, National Security Personnel System, Depart-
ment of Defense; Ms. Brenda Farrell, Director of Defense Capabili-
ties and Management, Government Accountability Office; Mr. John
L. Crum, Ph.D., Director, Office of Policy and Evaluation, United
States Merit Systems Protection Board; and Mr. Darryl Perkinson,
National President, Federal Managers Association.

Without objection, all the written testimony will be included in
the record. And thank you again for giving us this information that
we so much would like to hear about today.

Mr. Bunn, you are welcome. And we look forward to your open-
ing statements.

STATEMENT OF BRADLEY BUNN, PROGRAM EXECUTIVE OFFI-
CER, NATIONAL SECURITY PERSONNEL SYSTEM, DEPART-
MENT OF DEFENSE

Mr. BUNN. Mr. Chairman, Congressman Forbes, distinguished
members of the subcommittee, thank you for the opportunity to
speak with you today about the National Security Personnel Sys-
tem at the Department of Defense. NSPS implementation remains
a critical area of focus for the Department. As of today, we have
over 200,000 employees operating under the system.

Today I would like to update you on our implementation, the
challenges we have encountered and what is being considered in
the upcoming comprehensive review of the program. We are in our
third year of implementation and, like any major change initiative,
we have had our share of both challenges and successes. As we con-
sider how to best move forward with NSPS, I can assure you that
the Department is committed to operating fair, transparent and ef-
fective personnel systems for our civilian workforce.

In November of 2003, Congress authorized DOD to develop a
more flexible civilian personnel management system to improve our
ability to execute our national security mission. In November 2005,
after a comprehensive design process, the Department and the Of-
fice of Personnel Management (OPM) jointly published final NSPS
regulations. In April of 2006, we began our phased implementation
of the system.

Today the total number of NSPS employees is approximately
205,000. Because the system may only be extended to our white
collar workforce, and based on our policy to convert only non-bar-
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gaining unit employees, this represents most of the population that
would come under the system.

Before organizations converted, there was a comprehensive and
extensive initiative to train senior leaders, managers, supervisors
and employees on the core elements of NSPS on soft skills with a
focus on performance management. This training represents one of
the most extensive civilian-focused initiatives ever undertaken by
the Department.

We recently announced that we are delaying further conversions
of organizations into NSPS pending the outcome of the upcoming
review. During this review, organizations and employees already
covered by NSPS will continue to hire, assign, promote, reward,
and carry out other personnel actions necessary to accomplish their
missions.

Before I address the review, let me briefly describe where we are
with implementation and some of the key issues we are facing. The
original statute was enacted in November of 2003, and provided
the Secretary of Defense and the Director of OPM the authority to
establish a flexible and contemporary civilian personnel system to
recognize the unique role that our civilians play in supporting na-
tional defense, while adhering to the fundamental tenets of the
civil service system; namely, the merit principles.

The Department and OPM jointly published those regulations in
November of 2005. In the National Defense Authorization Act
(NDAA) for fiscal year 2008, Congress made significant changes to
the underlying NSPS statute, including repealing most of the labor
relations adverse actions and appeals and a reduction in force pro-
vision. The core features of NSPS that we actually implemented
were left essentially intact, including the pay banding and classi-
fication structure, compensation flexibilities, and the performance
management system.

The Duncan Hunter NDAA for fiscal year 2009 further clarified
language regarding the staffing and employment provisions of
NSPS. And over the last year the Department and OPM revised
the NSPS regulations to conform to these statutory requirements.

This past January, the Department completed its third cycle
under the NSPS pay-for-performance system. Resulting in perform-
ance evaluations

Mr. OrTIZ. I think your mike is gone. Try the other mike to see
if it works.

Mr. BunN. Last fall over 1,600 NSPS pay pool panels convened
to review and finalize performance appraisals and allocate perform-
ance-based salary increases and bonuses. Under NSPS, employees
are evaluated on a five-level rating system with one being unac-
ceptable and five representing role model performance.

For the fiscal year 2008 performance cycle, the average perform-
ance rating was 3.46. The average performance-based salary in-
crease was 3.67 percent with an average cash bonus of 1.94 per-
cent. All NSPS employees rated above unacceptable received an ad-
ditional general base salary increase of 1.74 percent and an aver-
age locality increase of 1 percent.

The average total salary increase for NSPS employees in Janu-
ary of 2009 was 6.41 percent. To ensure fairness in the system, a
number of safeguards were built into the process, including uni-
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form performance evaluation criteria, multiple-level reviews of rec-
ommended ratings, shared distributions and payout determina-
tions, prohibition on the practice of forced distribution of ratings
across the five levels and the employees’ right to challenge their
performance rating through a formal reconsideration process.

NSPS represents a significant change, particularly in the area of
pay and performance management. Recognizing that this kind of
cultural shift takes time, we have been paying close attention to
the perceptions and attitudes of our workforce to assess our imple-
mentation and the design with an eye towards improving the sys-
tem.

Some common themes, both positive and negative, have emerged.
What we know is that NSPS organizations are making meaningful
distinctions in performance and associated rewards. We are also
seeing improvement in communication between employees and su-
pervisors and better alignment between performance plans and or-
ganizational mission and goals.

NSPS employees are generally positive about certain aspects of
the performance management system, including the linkage be-
tween their performance plans and the organization’s mission, the
linkage between pay and bonuses and their performance. NSPS
employees overall are generally more satisfied with their pay and
the management of the organizations than their non-NSPS coun-
terparts, and they are no more likely than non-NSPS employees to
leave DOD for another job. These are results from our status of
forces civilian survey that we have been taking over the past sev-
eral years.

However, other indicators are less positive. Employees and su-
pervisors are struggling with the more stringent performance
measures used in the evaluation process and employees are ques-
tioning whether the ratings are fair. Employees and supervisors,
particularly those who are new in the system, often struggle to de-
fine measurable results-oriented job objectives and have difficulty
in writing narrative assessments.

We have also heard concerns from employees and supervisors
about the increased administrative requirements associated with
the performance management system and the transparency of the
pay pool process, including whether forced distribution is occurring
despite our prohibition on the practice.

Both the Government Accountability Office and OPM in their for-
mal assessments of NSPS highlighted many of these issues and
pointed out that these kinds of reactions and perceptions are typ-
ical of broad change in management initiatives like NSPS. They
noted that when there is a major change to a personnel system,
employee attitudes and perceptions decline initially before employ-
ees fully understand and accept the new system. They also recog-
nize that it generally takes three to five years for a new personnel
system to gain acceptance.

However, the Department has been taking steps to address many
of these concerns, including expanding our pay pool training; offer-
ings to include employees and supervisors; enhancing our online
training tools and automated performance management systems;
revising our policies to require organizations share aggregate pay
pool results with the workforce; requiring defense components to
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conduct a thorough analysis of pay pool results to identify and ex-
amine and remove barriers to similar rating and payout potential
for demographic and other groups in the workforce, apart from dif-
ferences based on individual performance or material job dif-
ferences; and developing guidance for organizations designed to en-
sure that forced distribution of ratings is not occurring in the rat-
ing and payout process.

On March 16 the Department and OPM announced a review of
NSPS to assess whether the program is fair, transparent and effec-
tive. In addition, the Department decided to delay any further con-
versions of organizations to NSPS pending the outcome of this re-
view. I can assure you that Deputy Secretary Lynn recognizes that
there are a variety of viewpoints regarding NSPS, and is com-
mitted to a thorough examination that includes outreach to Con-
gress, other Federal agencies, personnel management experts,
labor organizations, employees and other key stakeholders.

You asked that we discuss what is being considered in the pro-
gram review. We expect that it will include a review of the under-
lying design principles of NSPS, the current policies and regula-
tions and the extent to which the system is achieving its goals. We
expect the review to also focus on key issues of fairness and trans-
parency, not only in the design but also in the implementation. It
is likely that the review will include visits to organizations oper-
ating under NSPS to speak directly to employees, supervisors and
senior leaders who are operating under the system to gain their
perspective.

In addition to examining the various reports and assessments al-
ready conducted, the team will also obtain views on NSPS from
labor unions, managers and professional associations, employee
groups, Members of Congress and their staff, and recognized ex-
perts in personnel management. The goal is to obtain an objective,
thorough assessment of the program resulting in recommendations
to the Deputy Secretary and the Director of OPM on a way forward
for NSPS.

Mr. Chairman, we look forward to continuing to work with this
committee on the way forward for NSPS. And thank you for your
ongoing support for our DOD civilian workforce. I look forward to
your questions.

Mr. OrTIZ. Thank you so much.

[The prepared statement of Mr. Bunn can be found in the Appen-
dix on page 43.]

Mr. OrT1Z. Ms. Farrell.

STATEMENT OF BRENDA S. FARRELL, DIRECTOR, DEFENSE
CAPABILITIES AND MANAGEMENT, GOVERNMENT ACCOUNT-
ABILITY OFFICE

Ms. FARRELL. Thank you, Mr. Chairman. Chairman Ortiz and
members of the subcommittee thank you for the opportunity to be
here today to discuss GAO’s most recent report on the implementa-
tion of DOD’s new human capital system for managing civilian per-
sonnel, the National Security Personnel System.

It is important to note that strategic human capital management
remains on GAQO’s high-risk list that was updated in January 2009.
The area remains high risk because of the continuing need for a



8

governmentwide framework to advance human capital reform to
ensure the Federal Government civilian workforce can respond to
the challenges of the 21st century.

NSPS represents a huge undertaking for DOD, given its massive
size and geographically and diverse workforce. Importantly, NSPS
could have far-reaching implications not just for DOD but for civil
service reform across the Federal Government. While GAO sup-
ports human capital reform in the Federal Government, how such
reform is done, when it is done and the basis upon which it is done
can make all the difference in whether such efforts are successful.

Specifically, we have noted that Federal agencies must ensure
that performance management systems contain appropriate inter-
nal safeguards. We have developed an initial list of safeguards
based on our extensive body of work reviewing performance man-
agement practices by leading public sector organizations.

In 2008 Congress directed GAO to evaluate, among other things,
annually for three years, the extent to which DOD implemented in-
ternal safeguards as specified in NSPS law. Today I am here to dis-
cuss the finding and recommendations in the first of these reports.
Specifically, my statement focuses on two areas: one, the extent to
which DOD has implemented safeguards to ensure the fairness, ef-
fectiveness and credibility of the new system; two, how the DOD
civilian workforce perceive NSPS and what actions DOD has taken
to address these perceptions.

First, while DOD has taken steps to implement internal safe-
guards to ensure the new system is fair, effective and credible, we
found the implementation of three of the safeguards could be im-
proved. For example, DOD does not require a third party to ana-
lyze rating results for anomalies prior to finalizing the ratings. And
thus it does not have a process to determine whether the ratings
are nondiscriminatory before they are finalized. Without a
predecisional analysis, employees may lack confidence in the fair-
ness and credibility of NSPS.

To address this finding, GAO recommended that DOD require a
predecisional demographic and other analysis. However, DOD did
not concur, stating that a postdecisional analysis is more useful.
GAO continues to believe that our recommendation has merit.

Second, although DOD employees under NSPS responded posi-
tively regarding some aspects of performance management, DOD
does not have an action plan to address generally negative percep-
tions of employees under NSPS. According to DOD’s surveys of ci-
vilian employees, generally employees under NSPS are positive
about some aspects of performance management, such as receiving
feedback and linking pay to performance.

However, employees who had the most experience under the new
system showed a negative movement in their perceptions. For ex-
ample, the percent of NSPS employees who believe NSPS will have
a positive effect on DOD’s personnel practices declined from an es-
timated 40 percent in 2006 to 23 percent in 2007.

Our ongoing work is reviewing DOD’s latest survey results. Some
negative perceptions also emerged during discussion groups that
GAO held. For example, employees and supervisors were concerned
about the excessive amount of time required to navigate the proc-
ess. While it is reasonable for DOD to allow employees some time
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to accept NSPS, not addressing persistent and negative employee
perceptions could jeopardize employee acceptance and successful
implementation of NSPS.

As a result, GAO recommended that DOD develop and imple-
ment an action plan to address employees’ concerns. DOD partially
concurred with GAO’s recommendation, but has yet to develop an
action plan.

In summary, we recognize that DOD faces many challenges in
implementing the new system. NSPS is a new program and organi-
zational change requires time to gain employees’ acceptance and,
most importantly, trust.

Moving forward as DOD and OPM embark on a study of NSPS,
DOD has a unique opportunity to consider our previous rec-
ommendations as well as all of the safeguards key to ensuring that
performance systems in the government are fair, credible, and ef-
fective.

Mr. Chairman, that concludes my opening remarks. I will be
happy to take questions when you are ready.

Mr. OrTIZ. Thank you.

[The prepared statement of Ms. Farrell can be found in the Ap-
pendix on page 57.]

Mr. OrTIZ. Dr. Crum.

STATEMENT OF JOHN L. CRUM, PH.D., DIRECTOR, OFFICE OF
POLICY AND EVALUATION, U.S. MERIT SYSTEMS PROTEC-
TION BOARD

Dr. CRUM. Good afternoon, Chairman Ortiz, Ranking Member
Forbes, and members of the subcommittee. Thank you for the op-
portunity to testify today regarding the challenges related to re-
cruiting and hiring candidates for Federal civilian jobs.

U.S. Merit Systems Protection Board (MSPB) conducts inde-
pendent studies of Federal civil service systems to determine the
workforce is managed under the merits principles and free from
personnel practices. In doing so we have identified a set of key
challenges the government faces in terms of recruiting and select-
ing the next generation of Federal employees.

The research MSPB has conducted on Federal hiring and the rec-
ommendations we have offered to the President and Congress are
particularly relevant to discussions regarding the National Security
Personnel System. In fact, DOD has cited many of the same chal-
lenges we have seen in other agencies as reasons for needing to es-
tablish new hiring flexibilities.

Our studies have shown that there are several key barriers that
have often prevented qualified applicants from seeking employment
with the Federal Government. These include the length of the proc-
ess, the complexity of the process, the use of ineffective candidate
assessment tools, the absence of an effective marketing strategy,
the lack of human resources and supervisory expertise and training
in these areas, and the fragmented hiring approach used by many
different Federal agencies.

I will briefly discuss these issues in turn. First, with respect to
the length of the hiring process, MSPB research has shown that it
is not uncommon for successful candidates to wait five months or
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more to receive job offers. Of course the longer the process takes,
the more likely attrition is likely to occur.

The second barrier to effective recruiting and selecting a high-
quality workforce is the complexity of the process. Decentralization
in the hiring process has added to the complexity because there is
no standard application for Federal employment.

A third issue of concern regarding the Federal Government’s
ability to hire a high-quality workforce is how Federal employers
assess the relevant qualifications of job applicants. The assessment
tools many agencies use are simply not effective predictors of as-
sessing a job.

Fourth, the Federal Government often fails to market itself effec-
tively. Vacancy announcements are often poorly written, difficult to
understand, and filled with jargon and unnecessary information.
Consequently, many announcements can actually discourage poten-
tial applicants from applying for Federal jobs.

The fifth area of concern is the current expertise of Federal
human resources staffs and selecting officials. Previous Federal
downsizing efforts resulted in the loss of human resource institu-
tional knowledge that has not yet been fully restored. Hiring offi-
cials often do not have the knowledge they need to effectively carry
out their role in the hiring process. This lack of expertise can cre-
ate redundancies and bottlenecks.

Finally, the Federal Government has moved toward a decentral-
ized hiring process and the proliferation of human resource flexi-
bilities and appointing authorities. The benefit of this approach is
that agencies may tell their hiring authorities to better seek their
mission needs. However, it also results in fewer economies of scale
across the government, increased competition among agencies, and
increased confusion among applicants as to why agencies use dif-
ferent hiring procedures. All these factors can affect merit prin-
ciples and the ability of individual agencies to hire high-quality ap-
plicants.

The MSPB offers several recommendations to guide, reform, and
improve the Federal hiring process. We believe these recommenda-
tions would be relevant toward the improvements NSPS is also
seeking in its hiring process.

First, agencies should manage hiring as a critical business proc-
ess, not an administrative function that is relegated solely to the
human resources staff.

Second, agencies should evaluate their own internal hiring prac-
tices to identify barriers to high-quality, timely, and cost-effective
hiring decisions. The MSPB is in the process of performing its own
hiring makeover to identify redundant and unnecessary steps and
to improve our communications with applicants throughout the
process. Many agencies would probably be surprised to see that
many of the barriers they face were self-imposed.

Third, we recommend that agencies, with the assistance of OPM,
employ rigorous assessment strategies that emphasize selection
quality, not just the cost. In addition, we recommend that agencies
implement sound marketing practices and better recruitment strat-
egies, improve their vacancy announcements and communicate
more effectively with applicants. These reforms should encourage
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applicants to await a final decision rather than to abandon the
Federal job search in favor of employment elsewhere.

Also we recommend that agencies prepare the human resources
staffs and selecting officials to carry out the full range of services
necessary to implement an efficient recruitment and hiring system.
When DOD began implementing NSPS, the Department put sig-
nificant resources on training human resources (HR) staffs, man-
agers and employees on the new pay-for-performance processes. If
agencies devoted similar resources to ensuring their HR staffs and
managers are prepared to carry out their hiring duties, this would
greatly reduce bottlenecks in the process.

Agencies should take the majority of these steps without having
to change existing rules and regulations. Implementing these rec-
ommendations should help agencies ensure that they are hiring
qualified employees in a timely manner, from all segments of soci-
ety, after fair and open competition, while treating applicants fairly
and equitably as described by the Merit Systems’ principles.

Again thank you, Mr. Chairman, for the opportunity to appear
this afternoon and I would be happy to respond to questions from
you or other members of the subcommittee.

Mr. OrT1Z. Thank you.

[The prepared statement of Dr. Crum can be found in the Appen-
dix on page 77.]

Mr. OrTIZ. Mr. Perkinson.

STATEMENT OF DARRYL PERKINSON, NATIONAL PRESIDENT,
FEDERAL MANAGERS ASSOCIATION

Mr. PERKINSON. Chairman Ortiz, Ranking Member Forbes, and
members of the subcommittee, my name is Darryl Perkinson, and
I am here today representing the over 200,000 managers and su-
pervisors in the government in my role as the National President
of the Federal Managers Association (FMA). Currently I serve as
the nuclear training manager at the Norfolk Naval Shipyard. I re-
cently completed 29 years of service with the Navy, and the last
23 in management. Please keep in mind that I am here on my own
time and my own volition representing the views of FMA and do
not speak on behalf of the Department of Defense.

Throughout my career I have spent time in three separate pay
systems: wage grade, General Schedule (GS) and now the National
Security Personnel System. Over the past 18 months I have been
involved with NSPS as a rating official and an employee being
raéecg Nearly all of FMA’s DOD members are now operating under
NSPS.

As stakeholders are the ultimate success or failure of this sys-
tem, we appreciate the opportunity to appear before you today. The
face of America’s workforce is changing. A model once attracted for
employing the most talented members of the workforce, the civil
service now seems unreflective of the expectations of today’s job
seekers. The current General Schedule pay system and perform-
ance review methods are antiquated. FMA managers believe a
switch to pay-for-performance is necessary to compete with the pri-
vate sector and also to encourage and reward high performance.
The time for rewarding employees simply for longevity has passed,
and many managers want to be rewarded for the job they do.
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We are realizing, however, that NSPS is not delivering on its
promises. The implementation of NSPS has caused a fundamental
shift in culture at DOD, a shift for which our members were not
adequately prepared. Going into the system, the biggest concern
among our members was how the funds in the pay pools would be
distributed.

In 2007 Congress determined that all NSPS employees rated
above unsuccessful must receive no less than 60 percent of the
General Schedule raise appropriated by Congress. It is absolutely
critical that an employee rated a three or above receive no less
than the General Schedule pay raise. Issues of fairness and low
morale will certainly surface if valued performers were to receive
pay raises lower than their GS counterparts. Avoiding this situa-
tion is necessary to promote confidence in the system.

We are also finding there is a lack of concrete business rules that
allow for a transparent and fair deployment for pay-for-perform-
ance. We have heard several reports of the pay pool panels being
out of touch with objectives and job functions of the employees they
are rating. If the panel is the ultimate authority on the final eval-
uation and is able to adjust the supervisor’s rating, employees
should have access to their evaluation before the panel engages in
that review.

We have heard reports of great pressure from the panels to lower
ratings, especially in the cases of poorly written self-assessments,
despite claims from DOD leadership that this should not occur. The
pay pool panels heavily rely on one’s written assessment, even
though these evaluations are not required.

The panels are also too focused on the impact they have on the
share value. The sole purpose of the pay pool panel should be to
ensure fairness, transparency and consistency exists in the system.
This is an issue I personally experienced. During the last cycle I
rated seven employees and the sub-pool panel took particular issue
with the rating of one of them, mostly because they did not feel his
self-assessment was up to snuff despite my repeated claims that he
was my “go to” person. In the end the panel won out, and I do not
feel that this employee was properly rewarded.

DOD currently employs workers enrolled in three different pay
systems. This is simply unacceptable. The problem is exasperated
when raises among equally performing employees differ. It is the
recommendation of FMA that DOD establish cohesion within the
Department in order to foster a sense of equality among the work-
force.

Many members of FMA are calling for us to return to the Gen-
eral Schedule system. However, this is not as easy as one might
think. First and foremost, we must ensure employees’ pay is pro-
tected. Employees who excel under NSPS and who were appro-
priately rewarded by increases in salary beyond the GS schedule
scale should not be penalized by losing current pay or eligibility for
future pay raises. Given that the average pay raises under NSPS
have far exceeded the GS raises, many employees are now a GS
level or two above where they were when they entered NSPS,
sometimes without added responsibility.

We must ask ourselves what the options are for these employees,
and I lay out some suggestions in my written testimony. I also dis-
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cuss several performance awards that are available to GS employ-
ees that we feel have been underutilized. We are encouraged the
Department heeded calls to halt further implementation of NSPS
until an independent review of the system could take place. While
the details of this process are unknown, we strongly suggest em-
ployee groups, both managerial and unions, be invited to partici-
pate. The unique experience of these employees allows them to con-
vey what is working, what is not, and what is actually going on at
the ground level.

Any pay system, whether it be NSPS, General Schedule, or some-
thing entirely different must adhere to certain principles. As Con-
gress debates where to go with the pay system at DOD, I include
man