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21ST CENTURY IDEAS FOR THE 20TH
CENTURY FEDERAL CIVIL SERVICE

WEDNESDAY, MAY 20, 2015

U.S. SENATE,
SUBCOMMITTEE ON REGULATORY,
AFFAIRS AND FEDERAL MANAGEMENT,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:02 a.m., in
room SD-342, Dirksen Senate Office Building, Hon. James
Lankford, Chairman of the Subcommittee, presiding.

Present: Senators Lankford, Ernst, Heitkamp, Booker, and Pe-
ters.

OPENING STATEMENT OF SENATOR LANKFORD

Senator LANKFORD. Good morning. This is the Subcommittee’s
first hearing on the Federal workforce. Today we are going to ex-
plore the policies guiding today’s Federal civil service, and I appre-
ciate our witnesses being here. I will take some time and introduce
them in just a moment. Let me set some context.

The State of the Federal workforce is expansive. The Federal
Government currently employs 2,663,000—and a few additional
odds and ends coming in and out—in the Executive Branch as civil-
ians. Ensuring that agencies have a process in place to efficiently
recruit, retain, compensate, train, and, if necessary, dismiss prob-
lem Federal employees is a difficult but essential task. And as the
Subcommittee with oversight on Federal management, this task
falls to us.

But before we discuss these matters, I would like to take a mo-
ment to thank our Federal employees for their dedicated service.
We have a tremendous number of very dedicated patriots that
serve all over the country, and I am honored to be able to serve
with them. For individuals that step up and say one thing or an-
other about Federal employees, I can tell you, I have met a lot, and
it is a great group of people.

I am reminded that 20 years ago in Oklahoma City the Murrah
Federal Building was bombed, and we lost many Federal employees
there. The people that went to work that day serving their country
put their lives on the line. For those of us in Oklahoma and for all
of us on this dais, we understand, and we understand well, that we
are very grateful to people who choose to serve their country
through Federal service.
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It is also true that lately a few bad apples in our Federal work-
force have made the news. That is a shame. And for those individ-
uals, we understand well they do not represent what happens in
the bulk of the Federal workforce. These stories represent the im-
portance of congressional oversight, though, both as to the inci-
dents themselves as well as the management policies that underlie
them. But as they also tend to cast a shadow over the good work
that individuals across the Federal Government accomplish each
day for our Nation, we want to try to correct and do what we can
to be able to minimize that.

Senator Heitkamp and I are deeply appreciative of the work of
Federal employee. We are honored for their dedication. We are
sponsoring a resolution recognizing the first week of May as Public
Service Recognition Week, and we are joined by many of our col-
leagues on this Committee. We would like to extend our thanks
again today.

The issues we will discuss, which may be critical of the way the
Federal workforce operates today, are not indictments on those ac-
tually in the Federal workforce. In fact, I would wager that many
of them share the same concerns as we do as I talk to many Fed-
eral employees that feel stuck and that their voice is not being
heard for ways to be able to improve the system. So we hope to be
able to provide a voice to many great Federal employees that have
many great ideas on how to improve the process.

For example, some Federal employees may be upset that misbe-
having employees may be placed on paid administrative leave,
sometimes for a year or longer, pending a personnel investigation.
Or some Federal workers may be irritated that because of the way
in which many Federal agencies compensate employees under the
General Schedule (GS), they are doing twice the work of a col-
league but paid the same amount.

These are just a few concerns that Federal employees have
brought to our attention. The stakes are high, and the responsi-
bility of Congress is clear. Because we rely on Federal employees
to run our government, it is also important that we work together.

It is time we think critically about many of the policies that cur-
rently govern the Federal workforce so we can maintain a talented
pool of employees in the years and decades ahead. I look forward
to discussing these issues with our members and with the wit-
nesses today because the future of the Federal workforce depends
on it. There is a lot of transition happening. We have to navigate
it well.

With that, I recognize our Ranking Member for her opening
statement.

OPENING STATEMENT OF SENATOR HEITKAMP

Senator HEITKAMP. Thank you, Chairman Lankford. Today
marks the Subcommittee’s first hearing examining the Federal
workforce issues. I think that this is such a critical topic, and I am
passionate about making sure that the workforce of tomorrow is
the Federal workforce that can meet the needs of the constituency
groups and can also make us proud as we serve in the context of
public service.
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Since taking office in January 2013, I have been very engaged in
this issue because North Dakota, as you know, is experiencing an
energy boom, and that has created a real crisis within our Federal
workforce. The great irony of all of this is that people, I think, who
used to say there are too many Federal workers, had a lot of criti-
cism about Federal workers in general, now realize that when
there are not enough people to do permitting in the Bakken at the
Bureau of Land Management (BLM) and there are not enough
grassland managers to actually approve plans for those lease hold-
ers, not having Federal workers creates a real economic challenge.

And so as a result, we have been very engaged with the Office
of Personnel Management (OPM) to try and get salary adjustments
for workers. As a result of that work, I have become very inti-
mately involved in the salary structure, probably more than any
other Member, but I am proud to say that working with OPM, we
have been able to guarantee salary increases for almost 500 Fed-
eral employees in North Dakota.

Perhaps my most pressing concern, however, is why we are not
retaining Millennials who come to work for the Federal Govern-
ment. You can see that the average period of time—or the median
period of time that Millennials serve in the Federal workforce is ac-
tually under 4 years. I doubt that if you did a study 20 or 30 years
ago, when I would have fit in that category, that would have been
the result.

And so when you couple statistics like that with the fact that
nearly 30 percent of the entire Federal workforce will be retirement
eligible in 2019, you can see we face some serious challenges in
staffing the important work of the Federal Government.

So today I want to focus on not only what we can do better to
recruit young folks, but what we need to do to retain them. As
someone who used to run a large agency, I spent a lot of time on
retention because the effort and the dollars in training tell you that
if you have a good employee, the one thing that you definitely want
to make sure that you keep is a good employee.

It is no secret why they are discouraged when you look at seques-
tration, pay freezes, furloughs, as well as the government shut-
down in 2013. That did not exactly add to the morale of the Fed-
eral workforce.

But there are other reasons why young people are leaving and
perhaps more difficult to get at, which is when you look at OPM’s
survey of Federal employees’ viewpoints, only one in three
Millennials believed that creativity and innovation were rewarded
within their organizations, and only 34 percent of them were satis-
fied with the opportunities for career advancement.

So my goal this morning is to find out from you what we can do
within the Federal workforce to do these retentions better. How
can we improve the speed of the hiring process? How can we ad-
dress the inability of the Federal workforce to compete with the
private sector pay? How do we bridge the gap between human re-
sources (HR) departments of agencies and line managers? And how
do we improve supervisor training and ultimately employee mo-
rale? These are just a few of the areas I would like to explore, and
I look forward to hearing the witnesses’ testimony and to the reg-
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ular dialogue that we have on this Subcommittee thanks to the
structure that Chairman Lankford has put together.

But I want to close by just saying this is a critical issue. There
is not a corporation in America, there is not an organization in
America, when you say, “What makes you great?” that does not
say, “Our people.” And so if we are not doing what we need to do
to retain the best and brightest in public service, then we need to
know about it, and we need to fix it.

Thank you, Mr. Chairman.

Senator LANKFORD. Thank you.

At this time we will proceed with testimony from our witnesses.
Let me introduce the four witnesses. I will introduce all four of you.
Then we will swear you in, and then we will begin your testimony.

Yvonne Jones is the Director in Strategic Issues of the U.S. Gov-
ernment Accountability Office (GAO), where she manages teams
analyzing Federal Government human capital issues. Prior to join-
ing the Strategic Issues team, she was the Director in the GAO Fi-
nancial Markets and Community Investment team.

Patricia Niehaus is the national president for the Federal Man-
agers Association (FMA). Ms. Niehaus has been the national presi-
dent since 2010 and also serves as an active member in the Na-
tional Council on Federal Labor-Management Relations. She is an
active Federal employee with over 30 years of service and is now
the civilian personnel officer at Travis Air Force Base in California.

Dan Blair is the President and the Chief Executive Officer (CEO)
of the National Academy of Public Administration. From 2006 to
2009, he served as the Chairman of the Postal Regulatory Commis-
sion (PRC); from 2009 to 2011, he served as a Commissioner. Mr.
Blair was the Deputy Director of the Office of Personnel Manage-
ment from 2002 to 2006, along with multiple other responsibilities.
Thank you.

Mr. David Cox is the national president of the American Federa-
tion of Government Employees (AFGE). He worked for Veterans Af-
fairs (VA) from 1983 to 2006, when he became the secretary-treas-
urer for the AFGE.

I would like to thank all the witnesses appearing before us today,
and I really appreciate your written testimony that you have al-
ready submitted, as well as receiving your oral testimony in just
a moment.

It is the custom of the Subcommittee that all witnesses are
sworn in before you testify, so if you do not mind, I would ask you
to stand and raise your right hand. Do you swear or affirm that
the testimony you are about to give before this Subcommittee is the
truth, the whole truth, and nothing but the truth, so help you,
God?

Ms. JONES. I do.

Ms. NIEHAUS. I do.

Mr. BLAIR. I do.

Mr. Cox. I do.

Senator LANKFORD. Thank you. You may be seated. Let the
record reflect that all witnesses answered in the affirmative.

We will be using a timing system today. I think everyone is fa-
miliar with that. There will be a little clock in front of you. That
will count down to zero. We are giving everyone about 5 minutes,
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if you can be as close to that as possible, and then we will have
multiple rounds of questioning. It is the tradition of this Committee
that the first round of questions will go 5 minutes for each person,
and then we will open up a second round, which will be open col-
loquy with no timing on it, and that will allow us to interchange
here on the Committee dais as well as with you. So expect two
rounds of questions, and the second round will be more informal
than the first, if that is OK.
Ms. Jones, you are recognized first. Thank you.

TESTIMONY OF YVONNE D. JONES,! DIRECTOR, STRATEGIC
ISSUES, U.S. GOVERNMENT ACCOUNTABILITY OFFICE

Ms. JoNES. Chairman Lankford, Ranking Member Heitkamp,
and Members of the Subcommittee, thank you for the opportunity
to discuss the State of the 21st Century Federal civil service and
what can be done to ensure a top-notch Federal workforce.

Strategic human capital management plays a critical role in
maximizing the government’s performance and assuring its ac-
countability to the Congress and to the Nation. But strategic
human capital management has been one of GAO’s high-risk issues
since 2001.

Congress, the Office of Personnel Management, and some agen-
cies have addressed human capital challenges. For example, in
2002, Congress created the Chief Human Capital Officer (CHCO)
position in 24 agencies and the Chief Human Capital Officers
Council (CHCOC). And Congress provided the agencies with var-
ious authorities and flexibilities to manage the Federal workforce,
but more remains to be done. I will describe five concerns about
Federal workforce management.

First, the classification system. The General Schedule classifica-
tion system was designed to uphold the key principle of equal pay
for work of equal value, but the system is experiencing difficulties.
Its occupation descriptions are considered too narrow to easily shift
people between jobs, and its pay rules make it harder for agencies
to recruit and retain valued employees. GAO concluded that we
need a more modern and effective classification system which re-
tains merit at its core, but which is more flexible.

Second, the Federal workforce has many critical skills gaps like
cybersecurity and contract specialists. The Federal Government
also needs to better identify future skills gaps. To close these gaps
and predict future shortages, the Office of Personnel Management
and agencies will need to collect and analyze data to be used in
agency and governmentwide workforce planning.

Third, the Executive Branch agencies are managing their
workforces in an era of constrained budgets. Therefore, they need
to rethink how they do their own planning and how they work with
other agencies. We found that the Federal human capital commu-
nity is fragmented, with many actors executing personnel policies
in ways not helpful to governmentwide workforce management.
Our analysis showed that agencies have many common human cap-
ital challenges, but they address them alone. And we found that
agency talent management tools lack two ingredients: identifying

1The prepared statement of Ms. Jones appears in the Appendix on page 29.



6

skills in their current workforces and moving people with needed
skills to emerging or permanent positions.

The fourth issue is strengthening assessment of employee and
senior executive performance. Adequately managing employee per-
formance is a longstanding governmentwide issue. Without effec-
tive performance management, agencies risk losing the skills of top
talent and failing to correct poor performers. But supervisors do
not always have the skills to help staff address performance issues.

Evaluating the performance of senior executives is also impor-
tant. By law, for senior executives to receive higher levels of pay,
their performance appraisal systems must make meaningful dis-
tinctions based on an individual’s performance compared to other
executives. Recently, we found that 85 percent of senior executive
service (SES) ratings were bunched in the top two ratings cat-
egories, raising questions about whether adequate distinctions are
being made between executives.

And, fifth, retaining high-performing employees is critical to Fed-
eral Government operation. To retain employees, the Federal Gov-
ernment needs to strengthen worker engagement. Preliminary ob-
servations from our ongoing work found that governmentwide aver-
age levels of employee engagement declined from 67 percent in
2011 to 63 percent in 2014. The decline in the governmentwide av-
erage occurred because of drops in engagement at three large agen-
cies: Department of Defense (DOD), Department of Homeland Se-
curity (DHS), and Veterans Affairs. But the majority of Federal
agencies sustained or improved their engagement scores. Of 47
Federal agencies, 31 had steady scores, 3 increased their scores,
and 13 had declining scores. The large number of agencies that
sustained or increased engagement scores during challenging times
suggests that agencies can influence employee engagement levels
even in difficult circumstances.

In conclusion, greater progress will require continued collabo-
rative efforts between the Office of Personnel Management, the
Chief Human Capital Officers Council, individual agencies, and
continued congressional oversight.

Chairman Lankford, Ranking Member Heitkamp, and Members
of the Subcommittee, this completes my prepared statement, and
I am pleased to respond to any questions that you may have at this
time.

Senator LANKFORD. Thank you. Ms. Niehaus

TESTIMONY OF PATRICIA J. NIEHAUS,! NATIONAL PRESIDENT,
FEDERAL MANAGERS ASSOCIATION

Ms. NIEHAUS. Chairman Lankford, Ranking Member Heitkamp,
and Members of the Subcommittee, I am the national president of
the Federal Managers Association and chief of civilian personnel at
Travis Air Force Base in California. Thank you for allowing me to
present FMA’s views before you today. I am here on my own time
and of my own volition, and I do not speak for the Air Force. I am
here representing FMA’s members.

The Federal civil service no longer reflects the standards today’s
job seekers expect. FMA supports changes that increase flexibili-

1The prepared statement of Ms. Niehaus appears in the Appendix on page 70.
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ties, accountability, and performance results. In my written testi-
mony, I address a number of challenges and FMA’s recommenda-
tions in these areas.

After the satisfaction of serving our country, two of the most
often cited attractions of civil service—retirement benefits and job
security—are seemingly under endless attack. As FMA’s national
president, I hear how proud our members are to serve our Nation.
In Oklahoma, FMA has chapters at both Tinker Air Force Base
and McAlester Army Ammunition Plant. And in North Dakota,
thousands of people rely on Social Security checks and the Internal
Revenue Service (IRS) returns. It is discouraging to be constantly
maligned and have our benefits attacked. FMA members comment
on how this affects morale, which negatively impacts productivity,
employee retention, and the ability to complete congressionally
mandated missions. FMA urges Congress to avoid legislative efforts
that would hurt retention and morale.

FMA believes the General Schedule should be utilized as a step-
ping stone to a more evolved system that focuses on pay for per-
formance and reflect the needs of the present Federal workforce.
Departments and agencies must have maximum flexibility and the
ability to compete with the private sector to attract the best and
the brightest men and women to answer the call of public service.

The current system promotes a workforce based on longevity
rather than performance. The highest-performing employees should
be rewarded with the highest rates of pay; those employees who
fall below the curve in terms of overall performance should not be
rewarded at the same level. Management should be a profession in
the Federal Government rather than an additional duty. Managers
must have time to manage instead of being technicians. First level
supervisors and managers need access to training programs that
are sufficiently funded. Investments must be made in training in
areas such as addressing poor-performing employees, enhancing
mentoring skills, and conducting accurate performance appraisals
in order to recognize problems early and deal with them at the low-
est possible level.

FMA calls for the introduction of legislation that requires agen-
cies to provide supervisors with interactive, instructor-based train-
ing on management topics ranging from mentorship and career de-
velopment to hostile work environments and poor performers with-
in one year of promotion and ongoing training once every 3 years
thereafter. In addition, the measure should include an account-
ability provision to establish competency standards to ensure the
training is effective.

Initial and supervisory probationary periods were intended to be
an extension of the hiring process. It is a time to evaluate the em-
ployee or manager and determine whether they are suited not just
for the current position, but also for Federal service. Some career
fields are so complex that it takes more than one year to properly
train an entry-level employee. Extending the probationary period to
one year after completion of the initial training would benefit the
government and the employees, allowing supervisors to make deci-
sions based on the employees’ performance as fully trained employ-
ees and not just guess at how an employee will perform after the
training is completed.
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Too often pay comparisons between public and private sectors
miss the mark because they do not compare positions with like po-
sitions. An accurate comparison cannot be made between a reg-
istered nurse at a VA hospital and someone performing manual
labor at a nursing home. It is essential that any comparison and
study of compensation ensure that skill levels, experience, edu-
cation, and job duties are truly comparable.

FMA is grateful to the Homeland Security and Governmental Af-
fairs Committee for unanimously supporting the Wounded Warrior
Federal Leave Act, which would provide sick leave up front for our
newly hired disabled veterans. We are proud to have originated
this initiative, and we look forward to having it passed and signed
into law.

The Federal civil service should be the model employer that oth-
ers emulate. We should be such an attractive employer that young
people are lining up to compete for positions as their first choice.
This hearing is an important step toward determining what Con-
gress should do to restore the faith in the men and women who
make up the Federal workforce and ensure that missions are met
as efficiently and effectively as possible.

Thank you for the opportunity to present our views, and I am
happy to answer any questions you may have.

Senator LANKFORD. Thank you. Mr. Blair.

TESTIMONY OF THE HON. DAN G. BLAIR,! PRESIDENT AND
CHIEF EXECUTIVE OFFICER, NATIONAL ACADEMY OF PUB-
LIC ADMINISTRATION; CHAIRMAN, POSTAL REGULATORY
COMMISSION (2006-2009); AND DEPUTY DIRECTOR, OFFICE
OF PERSONNEL MANAGEMENT (2002-2006)

Mr. BLAIR. Thank you, Mr. Chairman.

Before I begin, I would like to take a moment to introduce three
burgeoning potential public servants in the audience today who are
serving as Academy interns this summer. We have Calvin Charles,
Caroline Mihm—you may recognize the last name because Chris
Mihm is her father, who is a liaison from GAO to this Sub-
committee—and Robin Bleiweis. I would like to welcome them here
today.

Chairman Lankford, Ranking Member Heitkamp, and Members
of the Subcommittee, I appreciate the opportunity to testify today.
I serve as the President and CEO of the National Academy of Pub-
lic Administration, an independent, nonprofit, nonpartisan organi-
zation chartered by Congress. Our organization consists of over 800
Fellows—including former Cabinet officers, Members of Congress,
Governors, mayors, and State legislators, as well as distinguished
scholars, business executives, and public administrators.

Today’s civil service challenges have roots that stretch back more
than a quarter century. In 1989, the first Volcker Commission
highlighted many of those problems. While they have morphed in
form, the Federal Government’s workforce challenges have been
identified many times over. Some can be addressed at the adminis-
trative level; others will require bolder action, buttressed by legis-
lation.

1The prepared statement of Mr. Blair appears in the Appendix on page 85.
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First, let us talk about the Federal hiring process. This has long
exasperated Congress and multiple administrations. Flexibilities
exist in this area if agencies would just use them.

I would not recommend that at this point, Congress enact new
legislation regarding hiring. Time to hire is important, but a short-
ened timeframe may not yield the quality of hires an agency needs.
Time to hire is a critical component, though, of the larger compo-
nent of quality hires. OPM must provide strong leadership, and
agencies must focus leadership attention. It is important to connect
program and hiring managers with human resources staff to make
sure the position description and vacancy announcements suit the
hiring manager’s needs.

You asked me to address issues surrounding Federal employee
accountability. We hear almost weekly about poor-performing Fed-
eral employees and the reported inability to hold them accountable.
I have the greatest respect for civil servants, and these reports are
certainly not representative of the workforce at large. Yet they poi-
son the atmosphere and lead to cynicism and distrust of the civil
service and government.

The current appeals system was put in place as a reaction to at-
tempts to politicize the workforce in the Watergate era, and it was
premised on the concept of merit.

To increase accountability, especially at the SES level, the Sub-
committee could explore the greater use of term appointments.
Some agencies like the VA have received special authorities. The
question now is whether the Department will use them.

Further, the Subcommittee may want to consider increasing pro-
bationary periods for new senior executives and General Schedule
employees.

For General Schedule employees, a complex maze of appeals ex-
ists. Employees can utilize the Merit Systems Protection Board
(MSPB), the Equal Employment Opportunity Commission (EEOC),
and potentially a union grievance system. Modernizing the appeals
process consistent with the public interest, constitutional require-
ments, and Supreme Court case law is a complex task, but one
worth engaging to restore the public’s trust in the civil service.

Federal employees themselves view the current system with cyni-
cism. Both a recent Vanderbilt University survey and the 2014
Federal Employee Viewpoint Survey confirmed these views. A re-
cent MSPB study notes that 77,000 Federal employees were fired
over a l4-year period. Based on my interpretation of the study, it
seemed like the agency was promoting the fact that a system is in
place to remove poor performers and it works. But if you run the
math, removing 77,000 employees over a 14-year period calculates
to about 5,500 employees per year. With a Federal civilian work-
force of over 2 million people, the percentage of employees relieved
of their duties is paltry in comparison.

One reason for such inaction is the need for increased capacity
from the Federal H.R. workforce to deal with the complex civil
service procedures. As personnel systems become more decentral-
ized, the need for increased H.R. capacity grows.

A larger question arises whether the landmark 1978 Civil Serv-
ice Reform Act is due for an overhaul. My written testimony asks
a number of questions, such as, do we need the complex number
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of agencies that we have today handling civil service issues? OPM,
MSPB, Office of Special Counsel (OSC), and the EEOC all have
roles. Do we need a centralized personnel office? If so, how should
it be structured? And is OPM that entity? Also, how do we address
the General Schedule pay structure? And can the OPM White
Paper on Pay from 2002 serve as a guide?

I would suggest that any private sector entity operating with a
nearly 40-year-old personnel system and a nearly 70-year-old pay
system would likely be out of business today.

Many of the questions I have raised today lend themselves to a
thorough and comprehensive process of review. This is an excellent
issue to tee up for the upcoming transition in 2016 and 2017. Civil
service reform is one area ripe for discussion.

Mr. Chairman, that concludes my prepared statement, and I
gould be pleased to answer any questions the Subcommittee may

ave.

Senator LANKFORD. Thank you. Mr. Cox.

TESTIMONY OF J. DAVID COX, SR.,! NATIONAL PRESIDENT,
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES,
AFL-CIO

Mr. Cox. Mr. Chairman, Senator Heitkamp, and Members of the
Subcommittee, on behalf of the more than 670,000 Federal workers
AFGE represents, thank you for the opportunity to testify today on
the modernization issues facing the Federal workforce.

Any discussion of modernizing the Federal Government must
begin with an understanding that the Federal workforce is highly
trained and educated, technologically literate, and ready to meet
the many challenges we face today. If we are serious about ensur-
ing that the Federal Government can address the problems facing
society, then, simply put, our elected officials must stop attacking
the Federal workforce.

Since 2011, Federal workers have sacrificed $159 billion in cuts
to their compensation, sometimes in the name of deficit reduction
and sometimes to pay for other priorities. President Obama froze
their pay for 3 years, followed by increases to employees’ pension
contributions by 2.3 percent for those hired in 2013 and 3.6 percent
for those hired thereafter.

Chairman Lankford, right now at the Oklahoma City VA Medical
Center, they are hlrmg an occupational therapist with a starting
salary of around $45,000. That newly hired employee will pay over
$1,600 more per year than someone in the same exact job in the
same hospital hired prior to 2012 or before. That is two mortgage
payments and a few weeks of groceries.

Senator Heitkamp, at Grand Forks Air Force Base, they are hir-
ing a social worker at a starting salary of around $58,000 a year.
That new employee will pay $2,100 more per year than someone
in the exact same job hired prior to 2012 or before. These cuts need
to be repealed and full retirement benefits for all Federal workers
restored.

In addition to these retirement cuts, Federal employees have also
endured sequestration furloughs and a government shutdown in

1The prepared statement of Mr. Cox appears in the Appendix on page 96.
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2013. I remind you of this sequence of events and the cuts imposed
on Federal employees not just because they are unfair to them, but
because they directly affect recruitment and retention. What would
make a medical researcher working on a cure for cancer at the
Muskogee VA Hospital or an electrician who repairs complex weap-
ons at Tinker Air Force Base choose public service if their jobs
were subject to salary cuts, furloughs, and government shutdowns
year in and year out?

To its great credit, the General Schedule prevents discrimination
based on gender, ethnic backgrounds, religion, sexual orientation,
or disability. Over the last few decades, numerous flexibilities and
updates have modernized and improved the GS system. The most
recent example of this is in the Bakken region of North Dakota
where Federal salaries were far outpaced by private sector pay. We
commend you, Senator Heitkamp, for your tireless efforts to urge
OPM and DOD to implement special pay rates and other flexibili-
ties to make Federal wages more competitive with those in the pri-
vate sector.

AFGE believes that a modern government must promote due
processes and constitutional rights. Federal employees are not im-
mune to termination, and the civil service rules exist to promote
the constitutional principles of due process and to prevent the rees-
tablishment of a Federal patronage system.

Finally, AFGE believes that a modern government must promote
employees’ engagement and empowerment. A modern workplace
must value and implement transparency, fairness, and account-
ability. The easiest way to achieve all these things is by negotiating
good and fair contracts to provide a meaningful channel for work-
ers to provide input and for managers to learn from front-line
workers. This creates a more nimble environment for identifying
and solving problems and getting the work done.

This concludes my statement, Mr. Chairman. I would be happy
to respond to any questions.

Senator LANKFORD. Thank you. Thank you to all of you for your
written and your oral testimony. The Ranking Member and I will
defer our time for questions. We are going to do ours at the end,
and we will recognize Senator Ernst to go first.

OPENING STATEMENT OF SENATOR ERNST

Senator ERNST. Thank you very much to our panel. It is great
to have all of you here. I think this is a much needed conversation
as we look at our Federal employees and the workforce. Great
points made, David, on some of those issues. And I often feel our
military men and women are subject to the same scrutiny.

Anyway, I would like to start with Ms. Jones. Thank you for
being here today. I appreciate it very much. You have made ref-
erence to a set of eight recommendations that OPM should take to
ensure a more modern and effective classification system, and I
would like to touch on this, because for the last few months I have
been digging into an area in the acquisition world across the Fed-
eral Government, specifically program and project management,
that seems to be struggling. And I think part of that reason is due
to gaps in the GS system as it relates to the classification of pro-
gram and project management. And program and project manage-
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ment is the only fundamental job component of the acquisition
process that does not have a distinct job series. And subsequently
available program and project management positions are funneled
through the general management positions or classifications where
the desired skill set and required experience is very different.

And, in fact, program and project management falls under the se-
ries 0340, which is kind of a catch-all general management listing,
and I think OPM would agree with that assessment. It is not con-
ducive to finding qualified individuals for this very particular role.

If you were to go to opm.gov and look at the qualifications need-
ed for program management, it actually says, “There are no indi-
vidual occupational requirements for this series.”

As T have looked at this and analyzed the struggles we have with
the large Federal programs being over budget and off schedule, it
appears that these issues could begin to improve if we had a better
classification and listing of requirements needed for program and
project managers. And just one more thing in this area. This lack
of a credible listing has made it challenging for outsiders to locate
who and where program and project managers are in the Federal
Government.

So can you speak maybe to this issue a little bit? And I realize
you may not be familiar with this specific case for project manage-
ment, but I have a sense that it maybe is a broader issue within
the GS system. If you could just discuss that a little bit, please.

Ms. JONES. Yes, I can speak to that. Our work has not focused
on those particular kinds of jobs, but it is, I think, reflective of
what we found in a more general sense, about trying to fill critical
skills gaps in the Federal Government—because we did find that
agencies and OPM sometimes have trouble writing job descriptions
that are reflective of the work that needs to be done, and also
changing those job descriptions expeditiously. And so in a situation
like that, it may very well be hard for agencies to advertise posi-
tions or to have job descriptions which allow them to advertise po-
sitions so that they get the kind of applicants that they would
want.

We do know that OPM and a number of the agencies are working
together to try to figure out not only how to define position descrip-
tions, but also to write the competencies that underlie those de-
scriptions, and they are trying to figure out how to do it more
quickly.

I hope that answers your question.

Senator ERNST. Yes, that is very helpful, and I do think also with
USAJobs as a resource site out there, it is very difficult to navigate
that as well for some of the best and brightest that wish to apply
for these types of Government positions. It is a true struggle. If you
could just speak to that, please.

Ms. JONES. OK. We are aware of issues that have been reported
about USAJobs. We have not directly examined USAJobs and how
its operation may affect an applicant’s ability to use it. We have
begun now a job on hiring in the Federal Government which may
look at that particular issue, but I cannot give you more specifics
right now.

Senator ERNST. OK. Well, I appreciate that. I think that is some-
thing that we will look at in the future. Thank you very much.
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Senator LANKFORD. Senator Heitkamp.

Senator HEITKAMP. Thank you, Mr. Chairman.

A number of young people, who I am sure are here on a close-
up program or visiting Congress, are in the audience, and I am
tempted to ask them: How many of you want to be an IRS auditor?
None of them.

how many of you in the audience of the young people who are
here want to be a Federal employee? There are a couple.

And once you get there, you might not like it, and you might
leave before 4 years are up. Or you might like it, and that is our
job here, to try and figure out how we put the best person in the
job that fits them and will challenge them and will give them the
job satisfaction. I think the one thing that we miss when we look
at a lot of economic indicators, whether it is retirement—and, sure,
that matters—whether it is pay raises and great supervision, but
we have to do a better job, I think, recruiting, training, and retain-
ing the young people of America, or we are not going to be moving
forward. We are not going to be the organization or the Govern-
ment that we need to be in order to address the concerns of the
citizens.

And so I want to get at that issue, what you think the primary
barriers are of attracting and retaining these new Millennials and
what we should be doing right now in analyzing the ones under 20
who have entered the Federal system and now are transitioning
out. And I want to start with you, Mr. Blair. I think you have prob-
ably spent a lot of time looking at those schedules into the future
and saying, “We have a crisis of retirement without a qualified
workforce coming behind it.”

What would you do if you were in Senator Lankford’s and my
role here and the Committee’s role?

Mr. BrAir. Well, I would say, “Do we have meaningful work for
these Millennials who are coming in?” And I think the answer for
that is absolutely yes. I think that the mission is absolutely crit-
ical, and that is what distinguishes the Federal Government from
other private sector employers.

Then I think we have to look at the workplace itself. What is the
course for advancement? How long do you have to stay in grade be-
fore you have to stand for promotion? I think those are issues. Am
I going to be recognized for the work that I do? If I am part of a
team, if I carry the team, am I going to be recognized or am I going
to have to be lumped in with everyone else?

I think those are critical issues, and I do not think our systems
today match that. In an effort for what was called “internal eq-
uity,” we basically treated most people the same, and that is not—
while it is an admirable goal, I think that in today’s environment
we need to be able to have tools available for us to recognize out-
standing service. And those tools are awkward in the Federal civil
service today.

Senator HEITKAMP. Mr. Cox, can you respond to that and maybe
offer some insight from the perspective of the people you represent?

Mr. Cox. The first thing I would say is I believe it is very impor-
tant for Congress to get rid of sequestration because that continues
to loom over the top of everyone who works for the Federal Govern-
ment or has a future of wanting to work for the Federal Govern-
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ment, because as long as that is there, it is just a stumbling block
for what the future may hold, whether the agencies would be fund-
ed. So sequestration I think is the number one problem.

But also, again, I would agree with my colleague here, meaning-
ful work, but, again, adequate pay, adequate training, having the
resources of that agency so that the person comes in and feels sup-
ported in the agency. I went to work at the VA as a registered
nurse. Within the first week, all of a sudden I realized I was the
only registered nurse the first week on the job on the floor working.
That was not the best orientation or the best environment to be
had. You need more people there to spend time to mentor, to orient
folks, and it was not the fact that they did not care. They did not
have enough resources to hire enough nurses or there were not
enough nurses available to be hired. So those types of things, hav-
ing the resources to fund the agencies is very important.

Senator HEITKAMP. My time has expired. We have a pretty free-
flowing discussion period after this, and so we will get out all your
points.

Senator LANKFORD. We will. Thank you.

At the end of this conversation, we will work together to try to
create a product, whether that is a legislative product or whether
that is a series of letters to do as followup to try to figure out
where we are going to followup from here on the ideas, both from
what you have submitted written and orally. So I do want you to
continue to think about that, some of the work product at the end
of this.

Mr. Blair, let me ask a question that you had brought up as well,
and that is the issue of the transition. Every time there is a Presi-
dential transition, regardless of party, there is a shift and a relook
again. So I would be interested in an open conversation about what
things can we do as a Committee to help the next President pre-
pare for that transition, things that we can put in place and say
these issues need to be addressed when that transition occurs.

Mr. BLAIR. Thank you, Mr. Chairman. I think what Senator
Ernst just raised was very important, this program implementa-
tion, because we have seen failures of program implementation
across government for many years now, and that is one of the fo-
cuses of the Academy’s transition work. Last week, we launched
our Transition 2016 Initiative, and our focus is going to be on pro-
gram implementation to make sure that the incoming Administra-
tion has before it the information it needs to evaluate how pro-
grams are being implemented, what is working, what is not work-
ing, and so they do not just throw the baby out with the bath water
by saying the past Administration was bad, we are good, we do not
have anything to do with it, and we want to start again from
scratch.

So I think program implementation is extraordinarily important.
I think that for the transition, civil service reform, while I do not
know if there could be broad bipartisan agreement based upon the
past decade of experience, but I think there can be some tenets to
look at. And I would not recommend that we go forward with a
baked cake for a new Administration, but you can certainly tee up
the issues to make it part of their management agenda to deter-
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mine how do we want to step forward with these kinds of reforms.
This Subcommittee is poised and primed to do that.

Senator LANKFORD. Right. Well, that is what we are trying to
gather at this point—ideas. We have our own. We are trying to
gather other insight from other individuals as well.

Any other ideas that can come out? Obviously there is some in
your written testimony as well. Do others want to contribute to
basic ideas of if we are going to look at serious things to be able
to transition in a couple years, things that need to be addressed
when that transition comes?

Mr. Cox. Sir, I would think, trying to go back, the Federal Em-
ployee Pay Comparability Act that goes back many years that said
that we would pay Federal employees in comparison to what the
private sector is being paid. It has never been implemented. Each
year, the President, Congress, someone preempts the process. But
I think trying to get Federal employees paid in accordance with the
private sector with similar work that they are doing would be very
important.

Senator LANKFORD. OK. Other ideas?

[No response.]

Let me transition to another thing. Then we will come back to
it. I want to talk a little bit about what Senator Heitkamp was
talking about, and that is recruiting. Does anyone know the cost
of recruiting right now? The private sector can look at it and say
if they are going to try to recruit someone new to their company,
they have a basic cost of what that is. Do we have a good guess-
timate of a cost of recruiting a new Federal employee? You have
not seen that? OK. We will do some chasing and see if we can de-
termine that and see not only retention but cost and how that
works.

Ms. Jones, you made a comment and through your study, as you
looked at the Employee Engagement Index that you created, which
you also referenced in both your written and your oral testimony
on it, 13 of 47 different agencies had declining Employee Engage-
ment Index scores, 3 of 47 had an increase, 31 of 47 were flat. Now,
what I am interested in is, Can we get a list of those different
agencies so we can begin to compare? You had mentioned the big
3 there in the decline, 3 of the 13 that had a decline: Department
of Defense, Homeland Security, and Veterans. Can you determine
the why on those? Obviously, it is a large number of employees, but
it also had a significant decline, but some of the 10 other entities.

Ms. JONES. In terms of the list of the entities, actually what we
were doing was reporting evidence from OPM’s Employee Engage-
ment Index, so, yes, giving you the names of all the agencies is cer-
tainly feasible.

What we know about what increases in employee engagement
based on the index is the relationship that the employee has with
his or her supervisor, the extent to which the employee is getting—
feels that the work that they are doing is important and they can
connect it with the mission of the agency, the extent to which they
feel that they are getting training and developmental opportunities,
whether they feel they have an adequate work-life balance, wheth-
er there is an inclusive environment in the agencies—all of those
things contribute to an employee feeling engaged.
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I could supply you later with more detail about the three large
agencies and what the particular factors may have been.

Senator LANKFORD. OK. Let me do that. Let us just open this up
for open conversation. I will go ahead and transition this into our
second round here, and all of us can participate at any point. But
let me add to that. Why for Department of Defense, Homeland Se-
curity, and Veterans, what is your perception? As GAO looks at
this and the scoring that came in from OPM, is there any single
factor? You mentioned that, but what is happening there that is
not happening in other places that Homeland Security, Defense,
and VA are having issues with supervision, having issues with en-
gagement? What is driving that?

Ms. JoNES. OK. I would have to provide you later more detailed
information on those particular agencies. The Employee Engage-
ment Index aggregates information across 15 different questions, so
we would have to look at the disaggregation and provide you with
that detail, if you do not mind.

Senator LANKFORD. That would be helpful to us as we get a
chance to look at the workforce, because obviously we want to look
at why there is a decline in one area. And for the three that had
the increase, do you happen to recall the three that had the in-
crease in score, who they were? I did not see it in your report.

Ms. JONES. The Department of Education was one. Yes, I do not
recall the other two at the moment.

Senator LANKFORD. Well, that would be helpful to us, to get, I
guess, both extremes there. The 13 that had the decline, the 3 that
had the increase, and try to figure out what is happening in each
of these agencies that can be information shared. And I understand
not every agency is the same and their structures are not the same,
nor are we trying to make them all the same. It would be like try-
ing to make all 50 States the same. They are not. But there are
some things that we can learn from one and be able to share with
the other, and that would be helpful to us.

Ms. JONES. Certainly, we can provide you with that.

Senator LANKFORD. OK.

Senator HEITKAMP. I want to just for a minute kind of talk about
morale, because it all begins there, in my opinion. I think that you
can, of course, look at the economics, but at the end of the day—
and being a mother of two Millennials, I think that what they are
looking for is job satisfaction. And, I ask these young people, How
many of you want to be an IRS agent? They immediately have an
idea. What does an IRS agent do? And that would be a bad thing.
People would not like me. Right?

But if you ask them, How many of you want to help fund cancer
research in the Federal Government so that we can solve childhood
cancer problems? Or if we said—I just spent some time yesterday
with General Welsh, Chief of Staff of the Air Force, and he said
their recruitment policies, they were going in the wrong direction.
They needed to sell the Air Force. And so, “I am an American air-
man.” You may have seen those commercials. They are brilliant.

And so one of the things that we do not do in the workforce is
we do not connect these jobs and these categories that we all talk
about. You know, if you are an H.R. specialist, you all talk about
the classification, but we do not connect them to the larger mission.
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And when people feel connected to the larger mission, they tend to
want to stay. They tend to want to continue. When we did the Air
Force base adjustments, OPM was out, and I said, “OK, of all you
civilian employees, how many of you are veterans?” And over half
of them stood up, because they are still in the mission. They want-
ed to continue the mission that they started when they put on a
uniform.

And so one of the things that I think we get too bureaucratic in
a lot of ways in how we look at this, and we do not connect our
employees to the mission, to the goal of the organization. And so
I think it takes maybe some enlightened leadership or some dif-
ferent thinking at the top of how you think about the job that you
are doing, not in terms of just widgets and, counting chits, but you
think about it in terms of what does that do.

And I want to just close out by saying I gave a talk to the Amer-
ican psychologists, and they were headed up to the Hill, and behav-
ioral health and mental health has had some real challenges in
terms of funding and parity, and they were pretty low. And I said,
“When you go in to see your Senator or your Congressman, why
don’t you just tell them”—“Do not tell them you are a Ph.D. psy-
chologist. Tell them you save families for a living.” You could visi-
bly see, when I ran into them in the hallways, their step was a lit-
tle lighter, because all of a sudden they had that image. “That is
what we do. We do not counsel,” all of the bureaucratic things. “We
save families. That is our mission.” And when you are connected
kind of emotionally to a mission, when you are connected spir-
itually to a mission, you are going to stay with it even through
some tough times.

And so one of the things that I would want to put on the table
is: How do we sell the Federal service? How do we talk about the
jobs that so many of our great Federal employees do and how that
connects with the broader or brighter kind of opportunity? And I
would be curious if any of you see examples of that and where it
is good and where it is not good.

Mr. BrLAIR. Senator, if I could begin, I think you hit the nail on
the head on this with leadership. It is up to the department heads
and agency heads to set the tone from the top down as to the im-
portance of the workforce. And if that is a priority for them, if they
are being held accountable for it, they can hold their senior execu-
tives and managers and supervisors, and it can cascade down
through the system. So it is leadership, it is accountability. It is
also a question of promoting the mission. Everyone within a de-
partment or agency should know how their jobs feed into the suc-
cess of the organization. If they can point and say, “Yes, what I am
doing is important because it leads to saving families,” that gives
a sense of ownership.

Senator HEITKAMP. Yes.

Mr. BLAIR. And so, again, these are issues for agency leadership.
I look at this as either internal factors such as what can they do—
what can be done within the agency or department, but then there
are also the external factors. And I think that more needs to be
done in promoting the service of the public. And in this regard, I
think there are several areas to look into. The Presidential Rank
Awards, we had that several weeks ago. These are senior execu-
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tives that are nominated, and it goes through a process at OPM in
which a select few, I think about 50 this year—I cannot remember
the exact number—received Presidential Rank Awards. These are
the highest awards you can get for the Senior Executive Service.

I hope you have all heard of them, and if you have not, that is
a problem because that means that we are not publicizing them
enough. The President met with the award winners for the first
time in his Administration I think last year, and I think that sends
a very strong message. If you look at the people who win these
awards, it will blow your socks off, because they are doing incred-
ible things.

But it is just more than the SES. I will be participating in a cere-
mony in a couple weeks at George Washington University for the
Flemming Awards, which recognize Federal employees who are in
mid-career, 3 to 15 years of service. Again, outstanding employees.

The Partnership for Public Service does the Sammies Awards.
These types of external events bring attention, but we also have to
recognize that we need to do more to change the tone and tenor of
how we discuss our civil servants.

Senator LANKFORD. Let me just throw one thing in there as well.
You talk about good examples of engagement on this. Mr. Cox had
mentioned at one point Tinker Air Force Base. The Federal work-
force at Tinker Air Force Base, the civilians that are there, have
this incredible partnership with the men and women in blue. They
are not aircraft that fly in the Air Force that have not gone
through Tinker Air Force Base, and they understand the mission,
where they fit into the mission, but they are also heard. So when
there is a problem on the floor, when you are doing maintenance,
there is a method already where they can communicate; and if any
person on the floor has any issue, they know who to go to, and it
actually gets heard. And it is very important. So that structure
that is in place there, it is the same type of thing at the Federal
Aviation Administration (FAA) in Oklahoma City where there is a
great relationship where people get heard in the process, and I
think it is very meaningful.

I want to mention one other thing, too, and I know we all have
different questions on this, but several of you mentioned about
lengthening the probation period. I was interested by that in the
conversation, and there were multiple different ideas about the
length of that probation period, how long it should be, when it
should start. I would be interested in just a conversation about
that and how we try to amalgamate some ideas here.

Ms. NIEHAUS. One of the things that FMA has been looking at
for several years now is the fact that our members are reporting
to us that when they have to make a decision on whether or not
to retain a new employee, many of them are still in training. We
were talking at a government managers coalition meeting with an
FAA manager who said that they do not even see some of their new
employees until they have been in training for 10 or 11 months. So
the supervisor has not even met the employee when they have to
make that determination whether they are going to keep them or
not.
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Senator LANKFORD. So your statement is the probation period for
them, that one year time period starts when they have only really
seen them for 2 months because it started earlier.

Ms. NIEHAUS. Yes. It starts on the day they are hired.

Senator LANKFORD. Right. So I am trying to identify. Your rec-
ommendation is the one year probation period starts after training
begins and they are actually assigned to that spot, where they ac-
tually work their way——

Ms. NIEHAUS. Yes. After they are trained and the initial training
is completed, then let them work our their probationary period and
show that they can do the job rather than have a supervisor guess.

Senator LANKFORD. OK. Other ideas and thoughts?

Mr. Cox. I think the probationary period is not going to be a one-
size-fits-all. When you have someone who is an SES’er that is re-
sponsible for large numbers of people, at a large Federal installa-
tion, that is one thing. When you have a housekeeping aide in a
VA medical center, currently has a one year probationary period,
if you do not know that that housekeeping aide is performing or
not performing in one year, then you have a much higher problem
with the management level, not the housekeeping aide. And reg-
istered nurses already have a 2 year probationary period in the VA.

TSA, the entire agency, is a 2-year probationary period. TSA has
probably the highest turnover of any government agency. It also
has a different pay system than the GS pay system. So I do think
looking at some things about TSA, their pay, their probationary pe-
riod, high turnover numbers, may be a benefit also to give some in-
sight. But I do not believe it is a one-size-fits-all.

Senator LANKFORD. OK. Would your recommendation on the SES
be that it is a longer or shorter—and I would agree, by the way.
It does not to be a one-size-fits-all.

Mr. Cox. I think SES’ers would definitely have a longer proba-
tionary period. As a registered nurse, I felt like a 2-year period was
a fair probationary period for me, that one year maybe would have
been too short of a period.

Senator LANKFORD. OK. Any other ideas on that specifically? Ms.
Jones.

Ms. JONES. On our work, we also found that some supervisors
felt that they did not have enough time to review the employees’
work, so we felt that the probationary period should be extended
for at least one full supervisory cycle after the one year probation
because the supervisors feel they do not have adequate time to as-
sess employees.

Sel})ator LANKFORD. OK. Mr. Blair, do you have any other com-
ment?

Mr. BLAIR. Just one comment. We are talking about the proba-
tionary periods because once an employee reaches the conclusion of
the probationary period, it then becomes so difficult to separate
them after that. So I do not think you can necessarily consider the
probationary period outside the context of looking at what the ap-
peals process would be as well.

Senator LANKFORD. Right. I would agree, and we can have that
for an additional question in just a moment. At times and in some
agencies and some instances, it feels like once you move past your
probation, you just go tenure at the university.



20

Mr. BLAIR. Absolutely.

Senator LANKFORD. And it is tough to be able to shift from there,
so we will talk about that in a moment.

Joni, do you have a comment?

Senator ERNST. Yes. With that issue, something that has been in
the news so much, the VA, something near and dear to my heart,
caring for our veterans. Senator Heitkamp had said, really under-
standing that mission that is out there, and as we talk about re-
cruiting some of those best and brightest to work for us at the VA,
understanding the challenge right now when you have an agency
where someone has not been held accountable to our knowledge of
some of the egregious misbehaviors within the VA, it is hard for
the VA to say, we help veterans, when there have been a lot of in-
stances where veterans have been let down.

So there is a challenge there, and I do agree that, as you stated,
Mr. Blair, that from the top down an agency will take on really the
leadership or the personality of that leader. In the VA, of course,
we have seen a change there. But, again, there is a lot of that rep-
utation that has to be built back up again. And we have to see ac-
countability at the highest levels and within that management
structure. We really have not seen that in this particular agency.
Any comments on how we can do better? What can we do better
to make people accountable?

Mr. BLAIR. I think one of the tools that we do not have to use
for accountability is pay, because pay—performance management
systems and pay are—the link is tenuous at best. I think another
thing that needs to be done is, again, leadership attention, as you
mentioned earlier. I think the Secretary needs—I would be inter-
ested to see how VA is recruiting right now, and I would defer to
Mr. Cox as a current VA employee—I do not know if you are cur-
rent or if you are former.

Mr. Cox. I am retired.

Mr. BLAIR. Retired, being employed, but I would like to hear—
I am not sure how they could—I would like to know how well they
can recruit right now given the current environment. I know that
Congress has addressed this in terms of the senior executives with
the VA, but I would like to see how the VA is utilizing that system.
Shortened timeframes and cutting appeal rights in and of itself
may be helpful, but you also have to balance it against constitu-
tional requirements and case law and the opportunity to be heard.

Again, this does not help the Subcommittee’s path anyway,
knowing these are the barriers that are out there. I keep on coming
back to it is the leadership and setting the leadership tone from the
top down and trying—and it is also a question of change manage-
ment. There had been a culture in VA that would have allowed for
this to happen, and determining how that culture arose, what can
be done, and how can you change that culture is also terribly im-
portant. It cannot be changed overnight, but that should be one of
the top priorities for the Secretary. Or it would be my recommenda-
tion that the Secretary address.

Senator ERNST. Thank you, and I would agree. this was not just
one isolated case in one hospital, but it was in many different loca-
tions across the United States that this happened. So there had to
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be a higher level of responsibility with some of these actions, and
it would be interesting to find out.

Senator HEITKAMP. Actually, Senator Ernst, it was a reward sys-
tem gone awry, is what it was. So hit this mark, and so let us rig
the numbers so we hit the mark so we can get the award, as op-
posed to actually digging down and finding out what is happening.
And so, I am not excusing anything, but I think there was this sys-
tem put in place that was a benchmark that may have been im-
practical to begin with given the resources the VA has, and then
people took that opportunity to try and say we are the best when
they absolutely were not. They were the most dishonest.

Senator ERNST. Right.

Senator HEITKAMP. And so, that is one of the things that we have
to be very careful of, that when we set goals and aspirational kind
of benchmarks, that we do not create fraud in achieving those
marks.

I would like to get to an issue that, just as a supervisor—and I
think that it is one of the toughest things to take a good lawyer
or to take a good accountant, to take a great nurse, and make them
a supervisor. We just assume that they are going to have those
skills to basically supervise people when, being a great nurse does
not mean you can be a great supervisor or being a very good attor-
ney does not mean you are going to be a good supervisor.

And I think as a result many times what you do is you have peo-
ple with an inability to motivate and an inability to actually deal
with internal problems. And one of the reasons in my experience
for dissatisfaction is when you have, 40 percent of the employees
doing 100 percent of the work, and they feel devalued because
there are a whole lot of people whose jobs they are doing because
they want to get the job done.

So how do we deal with that, Mr. Cox? How do we deal with
those people who really get taken advantage of in the system be-
cause they are working hard, but they are working next to someone
who is not working hard?

Mr. Cox. No. 1, you are right, I think many agencies do not
spend enough time on supervisory training, working with new su-
pervisors, mentoring, developing them. We need people to do the
work so quickly that we do not spend the time adequately giving
them the skills to do the job well. And, again, trying to motivate
all employees to—do their fair share. There are performance expec-
tations for everyone in the system, and they are expected to do
that. If they are not performing properly, there are provisions in
current law to place employees on performance improvement plans,
and otherwise deal with poor performers. Sometimes it is the fact
that those employees were not properly trained.

Senator HEITKAMP. But it takes someone who is willing to sit
across the table and engage in conflict. And that is not an easy
thing for a lot of people. I know Ms. Niehaus has a lot to say on
this, I think.

Ms. NIEHAUS. And I think that if we have trained supervisors,
they are able to do that. If you have an untrained supervisor or a
minimally trained supervisor and they have an employee who is
not performing, they do not know how to go to that employee. They
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do not know how to inspire that employee to work better or to hold
them accountable.

And if you also have a supervisor who is required to still do their
technical duties, if you have a supervisor that is only giving 30 per-
cent of their time to being a supervisor and to managing their em-
ployees, they are not going to be able to put the effort into men-
toring and developing their employees to enable them to perform
at the acceptable level.

So I think that if we can educate our supervisors and our man-
agers and we can train them to be good supervisors and managers
instead of just promoting the best technician into a supervisory
role—and I think we need to have dual career paths for our people.
We need to have technician career paths, and we need to have
manager career paths, because a lot of our technicians accept man-
ager and supervisor jobs because it is a higher rate of pay, but they
do not want to do that type of work. They love their technical jobs.

Senator LANKFORD. I saw that in your written testimony. That
is a very interesting point. They feel like they are stuck, they have
great skills, and we as leaders in the Federal Government, we
want them to stay in that because they contributed a tremendous
amount, but they are trapped. It seems that the GS system allows
them to continue to move up if they supervise more people, and so
they have to make that jump. And so that to me is one of the areas
that I saw where we have to ask the question: Is this the right way
to do this? Are there other ideas you have seen or that others have
seen for how do we do this dual track, as you referenced it, where
there is not a compulsion—quite frankly, and twofold, one is that
someone has to feel like they have to go supervise more people to
do it, or that if I want to get a raise, I need to find some way for
my agency to get more people under me so I can supervise more
people and my pay goes up. So both of them are false incentives.

Ms. NIEHAUS. I agree; they are. And I think if we have maybe
a senior technician position where they are a lead technician,
maybe mentoring people as opposed to trying to manage and super-
vise, maybe that is the way to go. But I agree that if you have to
go into the management and supervisory roles to increase your pay,
whether you feel you are suited for that or whether you really want
to do that or not, I think it does a disservice to our technicians and
to our managers.

Senator LANKFORD. Mr. Blair.

Mr. BLAIR. Well, I think we have experienced that already, don’t
we, through the China Lake demonstration projects and the other
demonstration projects that are out there. The current General
Schedule is not flexible enough for that.

Ms. NIEHAUS. No, it is not.

Mr. BLAIR. And that is not, to indict the General Schedule. It is
70 years old. And, it represents the best thinking of mid-20th cen-
tury America. But we are fast approaching mid-21st century Amer-
ica, and I think it is time for some different things. Pay banding
has long been an “experiment” in the Federal Government that ac-
tually has produced results. I think that

Ms. N1EHAUS. For over 30 years.

Mr. BLAIR. And I think that more—I do not even think it is time
for demonstration. I think we need—or if there is going to be dem-
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onstration, for instance, the demonstration project authority we
have now is awkward, bulky, and it was set up in 1978. It is lim-
ited to 5,000 people, all the notice and comment that has to be in-
volved. There are ways of streamlining it while still giving employ-
ees adequate and meaningful input, but also allowing an agency to
move forward. Modernizing those types of systems I think would go
a long way.

Senator LANKFORD. So is your recommendation that an agency as
a whole would experiment with something new? How do you get a
demonstration to show——

Mr. BLAIR. I think you certainly——

Senator LANKFORD [continuing]. Before with TSA, we look back
at the numbers and such on it, but when you have these dual
tracks, it gives you the opportunity to be able to see it. Is that a
whole agency that does that or a whole new group of people? How
do you do that?

Mr. BrAIR. I think an agency or a component thereof, but make
sure that it is larger than a 5,000-person unit in order to get good,
demonstrable results. And I think that these are easy solutions.
Implementation is harder, but these are easy solutions that have
been out there for several years.

Senator LANKFORD. Ms. Jones, you were trying to get in on this
conversation.

Ms. JONES. Thank you, Senator Lankford. A couple of observa-
tions.

It is true that supervisors sometimes do not have adequate train-
ing in performance management, but sometimes they also feel that
they do not have the support of senior leadership, and as many
panelists have mentioned, the disciplinary process can be very
cumbersome. So at root, the performance management system
needs to be based on an understanding between agency leadership
and all of the stakeholders that the performance management sys-
tem is going to be applied to.

Yes, it is true that supervisors need to be trained, but then once
they are trained, what they need to do is to interact with their staff
on a continual basis, which means that they can give feedback on
a day-to-day basis that at midyear and at the end of the perform-
ance cycle, they get more formal feedback, but that also supervisors
be trained to recognize when an underperforming staff member is
not doing what he or she should do and to understand how to have
conversations with them. And the performance management sys-
tem has to be flexible enough so that, for example, if you need to
have an out-of-cycle performance rating so that a person under-
stands the degree to which they are not performing, that that can
be done.

Senator LANKFORD. Can that be done now? Or that cannot be
done?

Ms. JONES. It can at certain agencies. We can do that at GAO.
I think it varies from agency to agency.

The other thing I wanted to mention is that the senior leader po-
sitions already exist. In some agencies, for example, at GAO, our
chief economist, our chief actuary, they are senior leaders, not SES.
So, I guess agencies will decide themselves what they need to do
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in terms of distinguishing between senior leaders who are man-
agers and senior leaders who are more technically oriented.

Senator HEITKAMP. Well, I think the real challenge here is select-
ing the right supervision. And it has been my experience that you
want people who can deal with conflict, but you want people who
do not get drunk with power. And it is an interesting kind of bal-
ance. And you want people who can connect the employees to the
mission.

I like telling the story, because he is a great friend of mine, but
I had a guy who worked for me who was the head of sales tax
when I was tax commissioner. He would come in at 5 o’clock every
morning when no one else was there, and he would get through his
paperwork. And then at 8, when the employees came in, he prob-
ably supervised about 40 employees. He would walk desk to desk
and ask people how they were. And when they would tell him, “I
was late this morning because the kids were not moving,” he would
say, “You know how I am? I am terrific.” And by the end of the
day, his whole division was terrific, because he had reached out to
them every day. And when they did not perform, they did not want
to disappoint him because he had that relationship.

And it takes a special person who has many skill sets that we
do not always find in people who are proficient in their occupation.
And that is really the challenge: How do you make the workforce
rewarding and more fun? I am not saying, let us—but someplace
that is light-hearted, some place where people feel a kinship or a
friendship.

And one of the things we know, we are not going to get
Millennials to stay in the Federal workforce if we are overly bu-
reaucratic. It is the ABC of failure: arrogance, bureaucracy, and
complacency. And Millennials do not fit in that category. They are
not bureaucratic in how they look at things. They are not compla-
cent with the way things are. And they tend to be more collabo-
rative and less arrogant.

And so how do we avoid a system—I think it is Warren Buffett
who uses the ABCs. But how do we jump-start this? Because we
have a huge workforce, and moving this big ship to something that
is more flexible and more attractive to a new workforce is going to
be extraordinarily difficult. So some ideas on how we can infect this
whole system with maybe more enthusiasm for what we do every
day? And I should talk. I complain all the time about what I do
all day. But, Ms. Niehaus, obviously, you have great experience
where you work and care a great deal about the job that you do,
but I think also experience this level of frustration.

Ms. NIEHAUS. Yes, and I see our workers, and a lot of our work-
ers at Travis Air Force Base are veterans. I mean, the majority of
our new hires are veterans, so they already understand the impor-
tance of our mission. But I think we might be able to do a better
job with the new employees who are not veterans and who have not
already been through military service of explaining what their role
is in the mission. And I think that if our supervisors are trained
to orient employees that way so that they know, “OK, you are turn-
ing a wrench on this aircraft and that aircraft goes and refuels
other aircraft to allow them to perform mission in a war zone,” I
think it makes more impression than if somebody is just told, “OK,
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go change the tire on this airplane.” But our supervisors need to
be trained in how to do that.

Senator HEITKAMP. I think that is right. Ms. Jones.

Ms. JONES. I would just like to make one more point about per-
formance management. Our discussions have shown with super-
visors across agencies that even when someone is performing poor-
ly, that if it is possible to supervise them appropriately, to explain
to them why they are not doing their work in a proper way, and
to bring about an improvement in their work so that they do not
have to be dismissed, that is actually a better result than dis-
missing someone. We have talked about the cumbersome nature of
dismissals, but the agency has spent a lot of money recruiting the
person, training the person. The person has learned a great deal
about their work and the agency’s work overall and how the Fed-
eral Government operates. So if it is possible to have a more posi-
tive outcome rather than a negative outcome, that would be better.

Senator LANKFORD. Redemption is always better. I will take that
every time.

While you are dipping into that, there is one more big issue that
we have kind of skirted around, and it is the termination process.
We talked about the probation. We talked about some of the hiring
things. Everyone has mentioned at some level, either in their writ-
ten testimony or orally, something about the termination process.
There are several ideas that were presented out there, but here are
a couple things that I heard when I read through the materials and
heard some of the oral testimony.

One was the administrative leave and the length of that, the
paid administrative leave and how long that is.

The other thing was a statement that went around the morale
issue, that individuals—and I have seen it. When there is an indi-
vidual that everyone knows is a problem in the middle of the team,
it hurts morale for the entire team. And everyone gets frustrated
by that, and everyone knows I am being paid the same as that per-
son is, but they are not doing their work, so it brings down the
whole team. But everyone also knows in the Federal workforce it
is incredibly difficult for someone to be released. And so we all put
up with it.

So how do we fix that where we can actually protect some worker
from a supervisor that may be an ogre that just wants to release
everybody? So we want to give them some kind of due process to
make sure we do not have a bad supervisor and that is why we
have a bad environment, but to also deal with the employee that
is just not cutting it at this point. So let us talk through some of
the basics of that real quick. Specific ideas would be helpful. Mr.
Blair.

Mr. BLAIR. Thank you. In my testimony, I outlined a couple of
ideas, and I do not have the magic bullet for this, but it does seem
to me

Senator LANKFORD. We need it. [Laughter.]

Mr. BLAIR. Well, let us see if we can come up with something.
It is a maze right now. You have multiple bites at the apple, and
there are long policy justifications for the current system. But the
current system adds to the cynicism. So I think we need to look at
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it afresh. This is something that I think the expertise lies in OPM
and MSPB.

Senator LANKFORD. Do they have the authorities right now that
they need to——

Mr. BLAIR. I do not think they have the authorities to properly
demonstrate it. I recommend a demonstration project or demos,
pilot projects of some kind. Even if that is not feasibly, to come up
with some recommendations on how—what should be changed in
legislation in order to make it transparent accountable, but also
give the public a sense that—along with due process, but give the
public the sense that employees are being held accountable.

These are things that you cannot come up with in a day, but you
are starting this process at a very important time, and these are
things that as you said earlier, teed up for the transition issue.

I would like to go back to the Academy. I have folks who span
the spectrum on different ways of doing these types of things, and
I would look forward to that opportunity to engage them in some
way and say, look I have members, a former president of the Na-
tional Treasury Employees Union is a Fellow. One of my former
board members was a political action director for Mr. Cox’s union
as well and was their communications director. I have agency
heads. We span the spectrum. And a panel of Fellows looking at
something like that can thread the needle. We have threaded the
needle before for this Committee. We did work for you all 2 years
ago on the STOCK Act. Congress looked at our report and adopted
the recommendations. So I would be interested in seeing how we
could be engaged to come back and bring together the best collec-
tive thinking in the Academy on something like this, and we can
do that on a timely basis.

Senator LANKFORD. That would be helpful to us because, again,
this is an issue that hurts high-performing teams. This is not just
a matter of the Federal taxpayer paying someone who is not pull-
ing their weight. It is a matter of demoralizing a whole team, a
whole group of people, and I will be interested to know when we
read through for Defense, VA, and Homeland Security if they are
dealing with this or there are other issues that are in the process
of what is causing this lack of employee engagement on this. But
other ideas that this group has on dealing with the termination
process to make sure that it is both fair but that it actually has
a functioning process rather than someone just saying, “It is so
hard to do it, I am just not going to even try. I will just leave him
there and ignore him.”

Mr. Cox. I think part of the process is, again, what the Senator
said earlier. Many times people do not want to deal with conflict.
I have represented employees that have done things that were
wrong. The process went very timely. There was an investigation
done. The employee had due process. They suffered the con-
sequence, and they paid the price. And many of them left the agen-
cy or either received some type of disciplinary action. Frequently,
managers want to put it off and not deal with it. The provisions
are there to move in a very timely process. All of AFGE’s contracts
call for quick action of investigation, tell employees they have done
something wrong, deal with them.
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Also, with the forum issue, employees must choose to file either
through a negotiated grievance procedure, EEO, or MSPB. I see
them try to go in several different directions, and they get kicked
out and lose out because you just cannot, forum shop. The laws are
constructed such that you have to be in one avenue and stay in
that avenue. So there are procedures to deal with that.

Senator HEITKAMP. One of the complicating factors of these is
frequently a manager will figure out a way to get rid of that em-
ployee and send them to another team. So they can poison more
than one group of people. I think we have to start with training
supervisors to deal with conflict, to try and take corrective action,
to put—do not have low expectations of employees. That is one of
the challenges you have, is you say it is good enough, it is C work.
Well, I need A-plus work, so let us try and get A-plus work and
make them part of the team. And I think most people are redeem-
able. There are people who are just bad actors and are not inter-
ested in putting in a fair amount of work. But I think most people
with the right kind of supervision and with the right kind of train-
ing can be very good employees, but yet they fail because they get
in this cycle of failure and get so demoralized that they are just fill-
ing in space and time. And I think early capture of problems—
which is why the probationary period is so important. Early cap-
ture of these problems I think is also part of—you cannot just look
at the termination process as just that process of going through the
steps of terminating employment. You have to look at it as the
whole supervision possibility from the very beginning, and so I do
not look at these as two different pieces. I look at this as an overall
management challenge.

Senator LANKFORD. And even in your description there, Mr. Cox,
talking about all the different lanes that they could get in through
the process, when you deal with Chapter 43 or Chapter 75 of the
U.S. Code and that process and where they are going to go and un-
derstanding this is performance related or this is based on a spe-
cific action, and based on that action it gets very complicated in the
process. And what you were describing as far as a quick process,
if someone does something that is really dumb, it becomes this
large-scale action, event, statement, explosion in work, what they
are going to do with their attitude, it becomes very clear. But if it
is just low performance and they have been trained, and they have
been trained, and they have been trained, and they are not coming
up, it is how do you help them, say OK, this is the wrong fit? To
go with the good to great philosophy, you are in the wrong seat on
the bus. We need to move you to a different seat on the bus and
see if that works better, and if that seat does not work, we may
need to move you off the bus. That is the difficulty of the process
on it.

So any other comments or ideas on this? Because this is one of
the difficult things we have to deal with.

Ms. NIeHAUS. Well, I think, as Senator Heitkamp said, not only
do we have to train our supervisors, we have to give them time to
supervise. You used an example of someone who came in at 5 in
the morning, and their employees come in at 8. Not everyone can
do that. Most of our supervisors have families, and they have lives
outside of the office or the duty section. So we need to structure
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our supervisory positions so that they have time to actually be su-
pervisors and managers and not just technicians working, with an
additional duty on top of their technical work.

Senator LANKFORD. OK. Ms. Jones.

Ms. JoNES. I would say that it would be very important in terms
of the cost to the government of figuring out a way to resolve these
issues earlier. There are relatively few Federal employees who stay
on administrative leave for more than 30 days and relatively even
fewer still who stay on for 6 months or more than a year.

What we found in our prior work, though, is that this very small
number of employees, the cost of them staying on administrative
leave is much higher than their numbers would imply. So figuring
out a way—and performance-related issues was one of the major
reasons why they stayed on administrative leave for a long time.
So figuring out a way to deal with situations earlier and much
more expeditiously would be helpful.

Senator LANKFORD. OK. I want this panel to know that we are
very interested in hearing the specific ideas because we want to
help in this process. We have some great Federal employees that
are out there that we like to put good team members around them
that are working at the same level that they are because it builds
morale and it, quite frankly, is better value for the taxpayer, and
it builds that enthusiasm and quality of work. So this is one of
those complicated issues that we have to resolve in the days ahead,
and I look forward to that conversation and other ideas, and
thanks again for your testimony on this.

I am going to go ahead and close the hearing down. Other mem-
bers that were not here, they will have 7 additional days to be able
to put a statement officially for the record, and we will followup
with questions for the record as well in the days ahead.

I look forward to the ongoing conversation we will have about
trying to resolve this. Thanks again. This hearing is closed.

[Whereupon, at 11:28 a.m., the Subcommittee was adjourned.]
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HUMAN CAPITAL

Update on Strategic Management Challenges for the
21 Century

What GAO Found

. Serious hurnan capital shortfalls can erode the capacity of federal agencies and
threaten their ability to cost-effectively carry out their missions. GAQ’s prior work
has shown that continued attention is needed to ensure agencies have the
human resources to drive performance and achieve the results the nation
demands. Key areas where the federal government has taken some actions but
additional attention is still needed include the following:

General Schedule (GS) Classification System: in 2014, GAQ identified eight
key attributes of a modern, effective classification system, such as, flexibility,
transparency, and simplicity. The GS system’s design reflects some of these
eight attributes, but when the Office of Personnel Management (OPM)
implemented the system, the attributes of transparency, internal equity,
simplicity, flexibility, and adaptability were reduced. This occurred, in part,
because some attributes are at odds with others so fully achieving one comes at
the expense of another, GAO recommended and OPM partially concurred with
the need to examine ways to make the GS system consistent with the eight
attributes of an effective classification system.

Mission-Critical Skills Gaps: The challenges that agencies face were not fully
captured by the Chief Human Capital Officers Council Working Group's efforts
that identified skills gaps in six government-wide, mission-critical occupations. In
2015, GAQ identified skills gaps in nearly two dozen occupations with significant
program implementation impacts. As a resuit, GAO recommended OPM take a
number of steps to address this issue. OPM concurred and in response has
established an interagency working group, which is expected to identify a new
set of government-wide skilis gaps by June 2015.

Improving Performance Management: OPM makes a range of tools and
guidance available to help agencies address poor performance. In 2015, GAO
concluded that improved supervision and better use of probationary periods are
needed to address substandard employee performance. In response, OPM
agreed to consult with stakeholders regarding the need for longer probationary
periods for some complex positions. In 2015, GAC also found that OPM needed
to do more to ensure meaningful distinctions are made in senior executive ratings
and performance awards, OPM disagreed with the recommendation. GAC
maintains that additional action should be considered to ensure equity in ratings
and performance awards across departments.

Strengthening Employee Engagement: GAC’s ongoing work indicates that the
recent government-wide decline in engagement, as measured by OPM's
Employee Engagement Index, masks the fact that the majority of agencies either
have sustained or increased their employee engagement levels. Government-
wide, engagement has declined 4 percentage points from an estimated 67
percent in 2011 to an estimated 63 percent in 2014. However, this decline is
primarily attributable to 13 agencies where employee engagement declined from
2013 o 2014, In contrast, 31 of 47 agencies have sustained and 3 agencies
have increased their employee engagement levels from 2013 to 2014.

United States Government Accountability Office
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Chairman Lankford, Ranking Member Heitkamp, and Members of the
Subcommittee:

Thank you for the opportunity to be here today to discuss the state of the
21st century federal civil service, and what can be done going forward to
ensure a top-notch federal workforce, the importance of which cannot be
overstated. As we have long reported, strategic human capital
management plays a critical role in maximizing the government’s
performance and assuring its accountability to Congress and to the nation
as a whole, However, the federal government is facing workforce-related
challenges that could affect the ability of agencies to cost-effectively carry
out their missions. These challenges include a retirement wave that could
cause a loss of leadership and institutional knowledge at all levels. In the
current economic situation, projections of how many federat workers will
actually retire upon becoming eligible remain unclear. However, when
these workers do retire, the federal government needs to have the right
people in the right jobs at the right time to meet the challenges it faces.
Other challenges include filling mission-critical skifls gaps, improving
performance management, and strengthening employee engagement
during difficult times.

Strategic human capital management has been one of our high-risk areas
since 2001." Since then, Congress, the Office of Personnel Management
(OPM), and some individual agencies have taken a number of actions
toward addressing the government’s human capital challenges. For
example, in 2002, Congress created the chief human capital officer
(CHCO) position in 24 agencies to advise and assist the heads of the
agencies with human capital efforis.2 The same law created the CHCO
Council to advise and coordinate the human capital activities of member
agencies.® Congress has also provided agencies—individually and across
the federal government—with various authorities and flexibilities to
manage the federal workforce and make the federal government a more
attractive employer. Further, congressional hearings that have focused on

'GAO, High-Risk Series: An Update, GAC-01-263 (Washington, D.C.: January 2001).

2Chief Human Capital Officers Act of 2002, title Xill of the Homeland Security Act of 2002.
Pub. L. No. 107-296, § 1302(a).118 Stat. 2135, 2287 (Nov. 25, 2002). 5 U.S.C. § 1401,

*The CHCO Council now has 27 members who represent executive departments or

muitiple agencies (such as agencies within the intelfligence community) or are designated
by the Director of OPM, who chairs the council.
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federal human capital management challenges have been important for
ensuring that OPM and agencies continue to make progress in acquiring,
developing, and retaining employees with the skills needed to carry out
the government’s vital work. Continued congressional attention to
improving the government's human capital policies and procedures will be
essential to further progress in this area.

While many actions to further progress have been {aken in the last few
years, ample opportunities continue to exist for agencies to improve their
strategic human capital management, and for OPM to continue its
leadership in these areas. For example, we reported in February 2015
that strategic human capital management remains high risk because
more work is needed to address government-wide, mission-critical skills
gaps.* A direct link between personnel management and organizational
performance can be seen in a number of our studies that identified
operational and other problems at various federal agencies. These
problems include wait times at Department of Veterans Affairs medical
facilities; management of oil and gas operations by the Department of the
interior; information technology management at the Social Security
Administration; rail safety inspections by the Federal Railroad
Administration; and acquisition management at the Departments of
Defense and Homeland Security. All of these examples share a common
problem: a breakdown of one or more human capital activities, such as
robust workforce planning or performance management.

To address these and similar challenges, federal agencies will need to
change their cultures and create the institutional capacity to become high-
performing organizations. This includes recruiting and refaining
employees able to create, sustain, and thrive in organizations that are
fiatter, results-oriented, and externally focused, and that coliaborate with
other government entities as well as with the private and nonprofit sectors
to achieve desired outcomes. As federal agencies seek to improve their
operations within budget constraints and to compete for talent with the
private sector, federal agencies will need to focus attention on
management practices that both increase the level of employee
engagement, and also enable managers to make meaningful distinctions
in performance to reward top performers and deal with poor performers.

4GAQ, High-Risk Series: An Update, GAC-15-280 {Washington, D.C.: February 2015).
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My remarks today will focus on describing recent trends in federal civilian
employment and also on some of the key strategic human capital
management issues facing executive branch agencies and OPM. These
issues include: (1) improving management and oversight of the federal
classification system, {2} closing mission-critical skills gaps, {3}
developing strategies to help agencies meet their missions in an era of
highly constrained resources, (4) improving performance management,
and (5) strengthening employee engagement during challenging times.
(For a list of open human capital recommendations to agencies and OPM,
see appendix 1.}

My observations on employee engagement represent the prelfiminary
observations from our ongoing work that we are doing at the request of
the House Committee on Oversight and Government Reform, the House
Subcommittee on Government Operations, and the House Subcommitiee
on Federal Workforce, U.S. Postal Service, and the Census, For that
study we analyzed responses to questions from the OPM Federal
Employee Viewpoint Survey for the years 2010 through 2014, from which
the Employee Engagement Index is derived. We obtained agency
officials’s views on the information presented from our ongoing work and
have incorporated their comments as appropriate. The rest of this
statement is based on our large bady of work on federal human capital
management, issued primarily between January 2014 and February
2015, and is updated with more recent information as appropriate. For
example, to update federal civilian employment trend information, we
analyzed more recent data from OPM's Enterprise Human Resources
Integration database. Detailed descriptions of the scope and
methodologles for our completed work can be found in the original reports
cited throughout this statement. The work that this statement is based on
is either being conducted or was conducted in accordance with generally
accepted government auditing standards. Those standards require that
we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our
objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
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Recent Trends in
Federal Civilian
Employment

Federal Civilian Workforce
Grew by 10.3 Percent
from 2005 through 2014

From 2005 to 2014, the civilian workforce (excluding the U.S. Postal
Service) grew from 1.88 miltion to 2.07 million, an increase of 10.3
percent, or 192,951 individuals.® Most of this growth (76 percent)
cccurred between 2009 and 2014. The number of permanent career
executive branch employees grew by 221,672, from about 1.7 million in
2005 to 1.92 mitlion in 2014 (an increase of 13 percent). Of the 24 Chief
Financial Officers (CFO) Act agencies, 13 had a higher percentage of
permanent career employees in 2014 than they did in 2005, and 11 had a
lower percentage (see figure 1).°

5To conduct our analysis of federal workforce frends, we used OPM's Enterprise Human
Resources Integration (EHRI) Statistical Data Mart. EMRI (formerly Central Personne!
Data File-CPDF) is the primary government-wide source for information on federal
employees. The EHRI data we analyzed cover executive branch civilian employees,
excluding the U.S. Postal Service, legislative or judicial branch employees, or intelligence
agencies. OPM transiticned from CPDF to EHRI as of fiscal year 2010. We have
previously reported on recent trends in federal government employment, See GAQ,
Federal Workforce: Recent Trends in Federal Civilian Employment and Compensation,
GAO-14-215 (Washington, D.C.: Jan. 29, 2014).

SThe CFO Act agencies are the executive branch agencies listed at 31 U.S.C. § 901(b).
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Figure 1: Average Annual Percent Change in the Number of P Career Employ by Agency, 2005-2014
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Fourteen Percent of On The retirement rate of federal civilian employees rose from 3.2 percent in
Board Employees Were 2004 to a high of 3.6 percent in 2007 when, according to data from the
iy e National Bureau of Economic Research, the recession began. During the

Eligible to Refire in 2014 recession, the total attrition rate dropped to a low of 2.5 percent in 2009
before rebounding to pre-recession levels in 2011 and 2012. Beginning at
the end of 2007, the recession saw retirement rates decline to 3.3 percent
in 2008, 2.5 percent in 2009, and 2.7 percent in 2010, before increasing
again to 3.5 percent in 2014,

With respect {o retirement eligibility, of the 1.92 million permanent career
employees on board in 2014, approximately 270,000 (14 percent) were
eligible to retire. By September 2019, approximately 590,000 (31 percent)
of on board staff will be eligible to retire. Not all agencies will be equally
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affected. Also by September 2019, 18 of the 24 CFO Act agencies will
have a higher percentage of staff eligible to retire than the current overall
average of 31 percent.” About 23 percent of Department of Homeland
Security staff on board as of September 2014 will be eligible to retire in
2019, while more than 43 percent will be eligible to retire at both the
Department of Housing and Urban Development and the Small Business
Administration (see figure 2). Certain occupations—such as air traffic
controllers, customs and border protection agents, and those involved in
implementing government programs—will also have particularly high
retirement-eligibility rates by 2019. About 63 percent of career executives
may be eligible to retire by 2018.

"These projected retirement eligibility rates do not take into account hiring and separations
that may occur over the next 5 years.
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Eligible to Retire by 2019 by
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OPM Needs o
improve the Design,
Management, and
Oversight of the
Federal Classification
System

As we reported in 2014, the General Schedule (GS) classification system
is @ mechanism for organizing federal white-collar work, notably for the
purpose of determining pay, based on a position’s duties, responsibilities,
and difficulty, among other things.® The GS system, which is administered
by OPM and includes a standardized set of 420 occupations, grouped in
23 occupational families and 15 statutorily-defined grade levels,
influences other human capital practices such as training, since training
opportunities link position competencies with the employee'’s
performance ® in 2013, the GS system covered about 80 percent of the
civilian white-collar workforce (about 1.6 million employees).

The GS system was designed to uphold the key merit system principle of
equal pay for work of substantially equal value and other important goals.
However, some OPM reports and several public policy groups have
questioned the GS system’s ability to meet agencies’ needs for flexible
talent management tools that enable them to align employees with
mission requirements. For example, in 2002, OPM outlined the
advantages and disadvantages of the GS classification system and
concluded that agencies should be allowed to tailor their pay practices to
better recruit, manage, and retain employees to accomplish their
mission.® in 2014, the Partnership for Public Service reported that by
treating all occupations equally and linking them to the current pay scales,
the GS system is unable to distinguish between meaningful differences in
complexity and skill across occupations.'” Also, as federal agencies have
taken on additional roles and responsibiiities, their missions have become
increasingly complex, and their employees need to possess a range of
expertise and skills that may not be adequately captured by the GS
system.

We reported in July 2014 on the attributes of a modern, effective
classification system and the extent to which the current GS system

BGAO, Human Capital: OPM Needs to Improve the Design, Management, and Qversight
of the Federal Classification System, GAO-14-877 (Washington, D.C.: July 31, 2014).

“The GS system was created by the Classification Act of 1949 and later codified in title 5
ofthe U.S. Code (6 U.8.C. §§ 5101-5115).

°Office of Personnel Management, A Fresh Start for Federal Pay: The Case for
Modernization {Washington, D.C.; Aprii 2002).

""The Partnership for Public Service and Booz Allen Hamifton, Building the Enterprise: A
New Civil Service Framework (Washington, D.C.. and Herndon, Va.: April 2014).
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balances those attributes.? Our analysis of subject matter specialists’s
comments, related literature, and interviews with OPM officials identified a
number of important characteristics for a modern, effective classification
system, which we consolidated in eight key attributes (see table 1).

Tabie 1: Attributes of a Modern, Effective Classification System

internal equity: Al employees with comparable qualifications and responsibilities for
their respective occupations are assigned the same grade level.

External equity: All employees with comparable qualifications and responsibilities are
assigned grade leveis and coresponding pay ranges comparable to the nonfederal
sector.

Transparency: A comprehensible and predictable system that employees,
management, and taxpayers can understand.

Flexibility: The ease and ability to modify the system to meet agency-specific needs and
mission requirements, including modifying rates of pay for certain occupations to attract
a qualified workforce, within the framework of & uniform government-wide system.
Adaptability: The ease and ability to conduct a periodic, fundamental review of the
entire classification systern that enables the system to evolve as the workforce and
workplace change,

Simplicity: A system that enables interagency mobility and comparisons, with a rational
number of occupations and clear career ladders with meaningful differences in skills and
performance, as well as a system that can be cost-effectively maintained and managed.
Rank-in-position: A classification of positions based on mission needs and then hiring
individuals with those qualifications.

Rank-in-p A classification of employees based on their individual skills and
abilities.

Sousce: GAC analysis of nierviews with subject matter specialists and OPM officials, and teratuse reviews. | GAQ-15-616T

In 2014 we found that, in concept, the current GS classification system'’s
design incorporates several key attributes including internal and external
equity, transparency, simplicity, and rank in position.”® However, as OPM
implemented the system, the attributes of transparency, internal equity,
simplicity, flexibility, and adaptability were reduced. This occurred, in part,
because some atiributes are at odds with one another. So, fully achieving
one attribute comes at the expense of ancther. Thus, OPM, working with
its stakeholders, is challenged to determine how best to optimize each
attribute.

12GAQ-14-677
BEAO-14-677.
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We also reported that the GS system’s standardized set of 420
occupations incorporates several key attributes, but falls short in
implementation.™ For example, the occupational standard for an
information technology specialist clearly describes the routine duties,
tasks, and experience required for the position. This kind of information is
published for the 420 occupations so all agencies are using the same,
consistent standards when classifying positions—embodying the
attributes of transparency and internal equity. However, in
implementation, having numerous, narrowly defined occupational
standards inhibits the system’s ability {o optimize these attributes.
Specifically, classifying occupations and developing position descriptions
in the G8 system requires officials to maintain an understanding of the
individual position and the nuances between similar occupations. We
concluded that without this understanding, the transparency and internal
equity of the system may be inhibited as agency officials may not be
classifying positions consistently, comparable employees may not be
treated equitably, and the system may seem unpredictable.

We believe that, going forward, these eight attributes of a more modern,
effective classification system can help provide criteria for policymakers
and other stakeholders to use in determining whether refinements to the
current G8 system or wholesale reforms are needed. In our July 2014
report, we recommended that OPM, working through the Chief Human
Capital Officer (CHCO) Council and in conjunction with key stakeholders
such as the Office of Management and Budget, unions, and others,
examine ways to make the GS system’s design and implementation more
consistent with the attributes of a modern, effective classification
system.”™ OPM partiafly concurred with our recommendation to work with
key stakehoiders to use pricr studies and lessons learned to examine
ways to make the GS system more consistent with the atiributes of a
modern, effective classification system. But it also noted several efforts to
assist agencies with classification issues, including its interagency
classification policy forum and partnering with agencies to address
challenges related to specific occupational areas. While these examples
of assisting agencies to better implement the GS system on a case-by-
case basis are helpful, they do not fully address the fundamental

MGAO-14-677.

BGEA-14-677.
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challenges facing the GS system, which we and others have said is not
meeting the needs of federal agencies.

OPM Has Not Conducted
Oversight of Agency
Classification Programs

In 2014, we also reported that OPM is responsible for establishing new—
and revising existing—occupational standards after consulting with
agencies.™ From 2003 to 2014, OPM revised almost 20 percent of the
occupational standards and established 14 new ones. However, there
was no published review or update of 124 occupations since 1990. OPM
officials said they first review occupations identified in presidential
memorandums as needing review; however, they do not systemically
track and prioritize the remaining occupational standards for review.
Therefore, we concluded that OPM had limited assurance that it is
updating the highest priority occupations.

OPM is required by law to oversee agencies’ implementation of the GS
system. However, OPM officials said OPM has not reviewed any
agency's classification program since the 1980s because OPM leadership
at the time concluded that the reviews were ineffective and time
consuming. As a result, we also concluded that OPM has limited
assurance that agencies are correctly classifying positions according to
standards.

in 2014, we determined that, going forward, OPM could improve its
management and oversight of the GS system, and like all agencies, must
consider cost-effective ways to fulfill its responsibilities in an era of
constrained resources.'” Using a more strategic approach to track and
prioritize reviews of occupational standards—that perhaps better reflects
evolving occupations——could help OPM better meet agencies’s needs and
the changing nature of government work. We therefore recommended
that OFM develop a strategy to systematically track and prioritize updates
to occupational standards. However, OPM did not concur with our
recommendation and noted that occupational standards are updated in
response to a systematic, prioritized process informed by working with
agencies and other stakeholders and analysis of occupational frends.
QPM officials were unable to provide us with the documentation of such
efforts. As we noted in our 2014 report, OPM had not published a review
or update of roughly 30 percent of the total number of occupations on the

EAO-14-677.
VGAQ-14-677,
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GS system since 1990. Further, OPM officials could not provide the near-
or long-term prioritization of occupations scheduled for review. As a
result, we concluded that OPM cannot demonstrate whether it is keeping
pace with agencies’ needs nor does it have reasonable assurance that it
is fulfilling its responsibilities to establish new or revise existing
occupational standards based on the highest priorities. We continue to
believe that OPM should take action to fully address our
recommendation.

We also recommended in 2014 that OPM develop a strategy that would
enable it to more effectively and routinely monitor agencies's
implementation of classification standards.*® OPM partially concurred with
our recommendation and stated that it will continue to leverage the
classification appeals program to provide interpretative guidance to
agencies to assist them in classifying positions. OFM also stated It will
direct consistency reviews as appropriate, however as we noted in the
report, OPM does not review agencies’ internal oversight efforts. We
continue to believe that OPM should develop a strategy to fully address
the recommendation, and we will continue to monitor OPM's efforts in that
regard.

OPM and Agencies
Need to Strengthen
Efforts to Identify and
Close Mission-Critical
Skills Gaps

Our past work has shown that mission-critical skifls gaps in such
occupations as cybersecurity and acquisition pose a high-risk to the
nation.’® Whether these gaps are within specific federal agencies or
across the federal government, they impede federal agencies from cost-
effectively serving the public and achieving results. To address complex
challenges such as disaster response, national and homeland security,
and rapidly evolving technology and privacy security issues, the federal
government requires a high-quality federal workforce able to work
seamlessly with other agencies and levels of government, and across
sectors. However, efforts are threatened by trends that include current
budget and long-term fiscal pressures, declining levels of federal
employee satisfaction, the changing nature of federal work, and a
potential wave of employee retirements that could produce gaps in
leadership and institutional knowledge.

BGAQ-14-677.
PGAO-15-290.
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OPM Plans to Strengthen
the Methodology Used to
Identify Emerging Skills
Gaps

In our 2011 High Risk report we stated that OPM, agencies, and the
CHCO Council need to address critical skills gaps that cut across several
agencies.? As we reported earlier this year, OPM and agencies have
taken promising steps, but additional efforts are needed to coordinate and
sustain their efforts. Additionally, agencies and OPM need to make better
use of workforce analytics which can be used to predict newly emerging
skills gaps.?' An important government-wide effort we identified in this
area was the CHCO Councif's Working Group (Working Group). The
Working Group has identified skills gaps in six government-wide, mission-
critical occupations: cybersecurity specialist, auditor, human resources
specialist, contract specialist, economist, and the science, technology,
engineering, and mathematics (STEM) professions. Although this effort
was an important step forward, our 2015 work identified skills gaps in
nearly two dozen occupations with significant programmatic impact.2 We
also determined that the Working Group did not develop a more
comprehensive fist because of various methodological shortcomings.
Going forward, we concluded that OPM and the CHCO Councit will need
to use lessons learned to inform a new round of work expected in this
year. Specifically, the Working Group’s experience underscored the
importance of (1) using a robust, data-driven approach to identify
potential mission-critical cccupations early in the process; (2) prioritizing
occupations using criteria that consider programmatic impact; and (3)
consulting with subject matter experts and other stakeholders prior to
identifying mission-critical occupations.

Qur January 2015 report also noted that, to make further progress on this
issuie, the federal government needs to build a predictive capacity for
identifying emerging mission-critical skills gaps.?® Realizing this, OPM has
established an interagency working group known as the Federal Agency
Skills Team (FAST), which is composed of agency officials with workforce
planning and data analysis skiffs. OPM has tasked the group with
implementing a standard and repeatable methodology for identifying and
addressing government-wide skills gaps, as well as mission-critical

2GAO, High-Risk Series: An Update, GAO-11-278 (Washington, D.C.; February 2011).

“'GAD, Federal Workforce: OPM and Agencies Need to Strengthen Efforts to ldentify and
Close Mission-Critical Skills Gaps, GAO-15-223 (Washington, D.C.: Jan. 30, 2015).

2GAD-16-223
BGAD-15.223,
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competencies, over a 4-year cycle. OPM officials said that, in its first year,
FAST intends to meet regularly until it identifies a new set of government-
wide skills gaps. OPM officials expect this to occur by June 2015.

Because we identified a number of shoricomings in the implementation of
FAST, our January 2015 report recommended that the Director of OPM,
in conjunction with the CHCO Council, take the following actions:

« Assist FAST in developing goals for closing skills gaps with targets
that are both clear and measurable.

«  Work with FAST to design outcome-oriented performance metrics that
align with overall targets for closing skills gaps and link to the activities
for addressing skills gaps.

« Incorporate greater input from subject matter experts, as planned.?

OPM concurred with these recommendations and has reported that it will
implement all of these actions. However, not all actions will be
implemented through FAST but instead will rely on subject matter experts
from across the federal workforce. In the same report, we recommended
that the Director of OPM work with agency CHCOs to bolster the ability of
agencies to assess workforce competencies by sharing competency
surveys, lessons learned, and other tools and resources. These actions
will help ensure that OPM builds the predictive capacity to identify
emerging skills gaps across the government—including the ability to
collect and use refiable information on the competencies of the federal
workforce for government-wide workforce analysis. OPM also agreed with
this recommendation.

Finally, in January 2015 we also reported on OPM’s efforts to assist in
addressing skills gaps at the agency level.?* OPM created HRstat, a
process of holding regularly scheduled, data-driven review meetings led
by an agency’s CHCO to review performance metrics for driving progress
on the agency’s human capital management priorities and goals, such as

2GA0-15-223.
BGA0-15-223.
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closing mission-critical skills gaps.® OPM launched HRstat as a 3-year
piiot program in May 2012, with an initial group of eight agencies.
However, our work determined that OPM should take a greater leadership
role in helping agencies include a core set of metrics in their HRstat
reviews so that OPM and agency leaders can have a clear view of
progress made closing skills gaps. While it is important for agencies to
have ownership over their HRstat reviews, OPM should also maximize its
opportunity to use HRstat to gain greater visibility over the federal
workforce. Therefore, in our January 2015 report we recommended that
the Director of OPM take the following actions:

«  Work with the CHCO Council to develop a core set of metrics that alil
agencies should use as part of their HRstat data-driven reviews.

» Coordinate with FAST personnel and explore the feasibility of
collecting information needed by FAST as part of agencies's HRstat
reviews.?

OPM agreed with our recommendation to develop a core set of metrics
and plans to convene agency officials respensible for conducting HRstat
reviews within their agencies, and have them identify a useful set of core
metrics. OPM expects to complete this by the end of 2015. in regards to
coordinating the efforts of FAST and agencies' HRstat reviews, OPM
stated that integrating these efforts would not be appropriate because of
differing data requirements and goals of the two processes. We continue
to believe that OPM should explore coordinating these efforts to gain
greater visibility over the federal workforce and to monitor progress
toward closing skills gaps.

Efforts to close mission-critical skills gaps are often couched in
discussions about interagency initiatives and working groups, as well as
technical terms, such as staffing numbers, competencies, and metrics.
Yet, the ultimate goal is a higher-performing, cost-effective government.

BData-driven reviews—commonly referred to as “stat” meetings—are regularly
scheduted, structured meetings used by organizations to review performance metrics with
department or program personnel to drive progress on agency priorities and goals.
Conducting frequent stat meetings is a leadership strategy proven to help agency officials
achieve results by focusing on an identified set of priorities, diagnosing problems, and
deciding on the next steps to increase performance. See GAQ, Managing for Resuits:
Data-Driven Performance Reviews Show Promise But Agencies Should Explore How to
involve Other Relevant Agencies, GAO-13-228 (Washington, D.C.. Feb. 27, 2013).

TTGAO-15-223
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Wwith a continual focus on implementing the recommendations we have
made in these areas, we believe that OPM, the CHCO Councll, and
agencies should begin to make progress on addressing current and
emerging skills gaps.

Management
Challenges and
Strategies to Help
Agencies Meet Their
Missions in an Era of
Highly Constrained
Resources

In May 2014, we reported on strategies for managing the federal
workforce and planning for future needs in an era of constrained
resources.? The strategies we identified included the following:

Strengthening collaboration to address a fragmented human
capital community. Our analysis found that the federal human
capital community is highly fragmented with multiple actors inside
government informing and executing personnel policies and initiatives
in ways that are not always aligned with broader, government-wide
human capital efforts. The CHCO Council was established to improve
coordination across federal agencies on personnel issues. But,
according to CHCOs we spoke to, the council is not carrying out this
responsibility as well as it could. This challenge manifests itself in two
ways. First, across organizations, many actors are making human
capital decisions in an uncoordinated manner. Second, within
agencies, CHCOs and the human capital staff are excluded from key
agency decisions.

« Using enterprise solutions to address shared challenges. Our
analysis found that agencies have many commen human capital
challenges. But, they tend to address these issues independently
without looking to enterprise solutions (i.e., government-wide) that
could resolve them more effectively. Across government, there are
examples of agencies and OPM initiating enterprise solutions to
address crosscutting issues, including the consolidation of federal
payroll systems into shared-services centers, CHCOs we spoke to
highlighted human resource information technology and strategic
workforce planning as two areas that are ripe for government-wide
collaboration.

« Creating more agile talent management to address inflexibilities
in the current system. Our analysis found talent management tools

BGAQ, Human Capital: Strategies to Help Agencies Meet Their Missions in an Era of
Highly Constrained Resources, GAO-14-188 (Washington, D.C.; May 7, 2014).
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lack two key ingredients for developing an agile workforce, namely the
ability to (1) identify the skills availabie in their existing workforces,
and (2) move people with specific skills to address emerging,
temporary, or permanent needs within and across agencies.

in our May 2014 report, we stated that the CHCOs said OPM needs to do
more to raise awareness and assess the utility of the tools and guidance
they provide to agencies to address key human capital challenges.®® The
CHCOs said they were either unfamiliar with OPM’s tools and guidance,
or they fell short of their agency’s needs. OPM officiails said they had not
evaluated the tools and guidance they provide to the agencies. As a
result, a key resource for helping agencies improve the capacity of their
personnel offices is likely being underutilized.

Therefore, we recommended that OPM, in conjunction with the CHCO
Council, (1) strengthen coordination and leadership on government-wide
human capital issues, (2) explore expanded use of enterprise solutions to
more efficiently and effectively address shared challenges, (3) review the
extent to which new capabilities are needed to promote agile talent
management, and (4) evaluate the communication strategy for and
effectiveness of tools, guidance, or leading practices OPM or agencies
provide for addressing human capital challenges.®® OPM and the CHCO
Council concurred with our recommendations.

Opportunities Exist to
Deal with Poor
Performance and
Strengthen
Performance
Management

Managing employee performance has been a long-standing government-
wide issue and the subject of numerous reforms since the beginning of
the modern civil service. Without effective performance management,
agencies risk losing (or failing to utilize) the skills of top talent. They also
may miss the opportunity to observe and correct poor performance. Qur
past work has shown that a long-standing challenge for federal agencies
has been developing credible and effective performance management
systems that can serve as a strategic tool {o drive internal change and
achieve results.

More than a decade ago, we reported that day-to-day performance
management activities benefit from performance management systems

BGAO-14-168
HGAO-14-188
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that, among other things, (1) create a clear “line of sight” between
individual performance and organizational success; (2) provide adequate
training on the performance management system; (3) use core
competencies to reinforce organizational objectives; (4) address
performance regularly; and {5) contain transparent processes that help
agencies address performance “upstream” in the process within a merit-
based systemn that contains appropriate safeguards.®! Implementing such
a system requires supervisors to communicate clear performance
standards and expectations, to provide regular feedback, and to
document instances of poor performance.

Agencies Have Multiple
Avenues Available to
Address Employee Poor
Performance

Managers’ ability to deal with poor performers is also a concern of federal
employees. OPM's Federal Employee Viewpoint Survey (FEVS) data
from 2011 to 2014 show that around 30 percent of respondents provided
positive responses to whether managers took steps to deal with poor
performers. In 2014, over 40 percent of respondents disagreed that
managers consistently take steps to deal with poor performers. Almost 30
percent neither agreed nor disagreed.

In general, agencies have three means to address employees’ poor
performance: (1) day-to-day performance management activities (which
should be provided to all employees, regardiess of their performance
levels), (2) dismissal during probationary periods, and (3) use of formal
procedures. Agencies’ choices will depend on the circumstances at hand.
Day-to-day performance management activities such as providing regular
performance feedback to employees can produce more desirable
outcomes for agencies and employees than dismissal options, which are
a last resort. As we reported in February 2015, supervisors do not always
have the skills to identify, communicate, and help address employee
performance issues. Given the critical role that supervisors play in
performance management, it is important for agencies to identify,
promote and continue to develop effective supervisors.

3GAO, Results-Oriented Cultures: Creating a Clear Linkage between Individual
Performance and Organizational Success, GAO-03-488 (Washington, D.C.: Mar. 14,
2003).

S2GAO, Federal Worldorce: Improved Supervision and Better Use of Probationary Periods

Are Needed to Address Substandard Employee Performance, GAO-15-191 (Washington
D.C.: Feb. 6, 2015).
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Probationary periods for new employees provide supervisors with an
opportunity to evaluate an individual's performance to determine if an
appointment fo the civil service should become final. However, CHCOs
we interviewed told us supervisors often do not use this time to make
decisions about an employee’s performance because they may not know
that the probationary period is ending or they have not had time to
observe performance in all critical areas. We agree with OPM that
notifying supervisors that a probationary period is coming to an end is an
agency’s responsibility. However, we maintain that more could be done to
educate agencies on the benefits of using automated notifications to
notify supervisors that an individual's probationary period is ending and
that the supervisor needs to make an affirmative decision or otherwise
take appropriate action. OPM also needs to determine whether
occupations exist in which—because of the nature of work and
complexity—the probationary period should extend beyond 1-year and, if
s0, take appropriate actions which may include developing legislative
proposals for congressionai consideration. OPM agreed to consuit with
stakeholders to determine whether longer probationary periods are
needed for certain complex positions.

in our February 2015 report, we noted that OPM provides guidance, tools,
and training to help agencies attain human capital management goals
that meet its strategic goal of enhancing the integrity of the federal
workforce.® In addition to its regulations, OPM makes a range of different
tools and guidance available to help agencies address poor performance
through multiple formats, including through its website, webinars,
webcasts, in-person training, guidebooks, and through one-on-one
assistance and consultation with agencies, according to OPM officials.
We identified in our report promising practices that some agencies
employ to more effectively ensure that that they have a well-qualified
cadre of supervisors capable of effectively addressing poor performance,
The practices include:

« extending the employee's supervisory probationary period beyond 1
year to include at least one full employee appraisal cycle;

« providing temporary duty oppertunities outside the agency or
rotational assignments to supervisory candidates prior to promotion,

F0ffice of Personnel Management, Recruit, Retain, and Honor: Strategic Plan FY2014-
FY2018 (Washington, D.C.: 2014),
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where the candidate can develop and demonstrate supervisory
competencies; and

« using a dual career ladder structure as a way to advance employees
who may have particular technical skills or education but who are not
interested in or inclined to pursue a management or supervisory track.

We recommended that OPM determine if these practices should be more
widely used government-wide. OPM partially concurred with our
recommendation, noting that agencies already have authority to take
these actions. We acknowledged OPM'’s point, but maintain that OPM
can still take a leadership role and encourage agencies to take these
steps. Also in our February 2015 report, we found that OPM, in
conjunction with the CHCO Council and other key stakeholders, needs to
assess the adequacy of leadership training that agencies provide to
supervisors to help ensure supervisors obtain the skills needed to
effectively conduct performance management responsibilities.> We
recommended that OPM assess the adequacy of leadership training and
OPM concurred.

OPM Needs to Do More to
Ensure Meaningful
Distinctions Are Made in
Senior Executive Service
(SES) Ratings and
Performance Awards

in 2012, OPM facilitated development of an SES performance appraisal
system with a more uniform framework to communicate expectations and
evaluate the performance of executive branch agency SES members, the
government's cadre of senior leaders. The system is expected to promote
consistency, clarity, and transferability of SES performance standards
and ratings across agencies. Career SES employees receive a base
salary and benefits. But, pay increases—as well as performance
awards—are to be performance driven, based on annual ratings of
executives’ performance following reviews within their agencies. To
obtain SES appraisal system certification for agencies seeking access to
higher levels of pay, agencies are required to make meaningful
distinctions based on the relative performance of their executives as
measured through performance and pay criteria. OPM stressed that a
major improvement of the system included dealing with the wide disparity
in distribution of ratings by agency through the provision of clear,
descriptive performance standards and rating score ranges that establish
mid-level ratings as the norm and top-level ratings as truly exceptional.

HGAO-15-191
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in our January 2015 report, we found that more than 85 percent of career
Chief Financial Officers Act agency SES were rated in the top two of five
categories for fiscal years 2010 through 2013, and career SES received
approximately $42 million in awards for fiscal year 2013.% In a closer
examination of five departments (Departments of Defense, Energy,
Health and Human Services, Justice, and Treasury) for fiscal year 2013,
we found that, similar to the government-wide results, these five
departiments rated SES primarily in the top two categories. In addition,
four of five departments awarded the same or higher performance awards
to some SES with lower ratings.

Effective performance management systems recognize that merit-based
pay increases should make meaningful distinctions in relative
performance. This principle is central to the SES performance
management system, where under the law, to be certified and thereby
able to access the higher levels of pay, the appraisal system must make
meaningful distinctions based on relative performance. OFPM certification
guidelines state that the SES modal rating—the rating leve! assigned
most frequently among the actual ratings—should be below “outstanding”
and that multiple rating levels should be used. However, OPM'’s
guidelines also state that if an agency’s modal rating level is
“outstanding,” the appraisal system can still be certified if accompanied
with a full, acceptable justification. Nonetheless, the continued
concentration of senior executives at the top two rating levels indicates
that meaningful distinctions in SES performance may not be being made
across government, OPM plans to convene a cross-agency working
group in 2015 to revisit the SES certification process.

in our January 2015 report, we recommended that the Director of OPM
consider various refinements to better ensure the SES performance
appraisal system certification guidelines promote making meaningful
distinctions in performance without using a forced distribution.* Options
could include not certifying appraisal systems where the modal rating is
“outstanding” or increasing transparency in cases where the modal rating
is “outstanding.” OPM disagreed with the recommendation stating that,

BGAO, Results-Oriented Management: OPM Needs to Do More to Ensure Meaningful
Distinctions Are Made in SES Ratings and Performance Awards, GACG-15-188
{Washington, D.C.: Jan. 22, 2015),

BGAD-15-189.
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among other things, # could resuit in forced distributions in ratings. We
maintain that additional action should be considered to ensure equity in
ratings and performance awards across depariments.

Retaining Employees:
Strengthening
Employee
Engagement during
Challenging Times

A growing body of research on both private- and public-sector
organizations has found that increased levels of engagement—generally
defined as the sense of purpose and commitment employees feel towards
their employer and its mission—can lead to better organizational
performance.¥” Engaged employees are more than simply satisfied with
their jobs. Rather, they take pride in their work, are passionate about what
they do, and are committed to the organization, the mission, and their job.
They are also more likely to put forth extra effort to get the job done.

Put another way, if a talented workforce is the engine of productivity and
mission accomplishment, then a workplace that fosters high levels of
employee engagement helps fuel that engine. Preliminary observations
from our ongoing work have found that government-wide leveis of
employee engagement have recently declined 4 percentage points, from
an estimated 67 percent in 2011, to an estimated 63 percent in 2014, as
measured by the OPM FEVS, and a score derived by OPM from FEVS—
the Employee Engagement Index (EEI).%®

However, our ongoing work also indicates that the recent government-
wide average decline in EEl masks the fact that the majority of federal
agencies either sustained or increased employee engagement levels
during the same period.* The decline is the result of several large
agencies bringing down the government-wide average. Our preliminary
work indicates that 13 of 47 agencies saw a statistically significant decline
in their EEis from 2013 to 2014. While this is only 28 percent of agencies,
nearly 69 percent of federal employees are at one of those agencies,

S0ffice of Personnel Management (OPM), 2074 Federal Employee Viewpoint Survey
Results: Employees Influencing Change: Government-wide Management Report
{Washington, D.C.: 2014).

SSyhile OPM's EEI measures conditions conducive to engagement, OPM and others refer
to EE! as an agency's engagement level. For purpases of this testimony, we refer to EEI
scores as engagement levels.

3GAO, Federal Workforce: Preliminary Observations on Strengthening Employee
Engagement During Challenging Times, GAQ-15-5297T (Washington, D.C.: Apr. 16, 2015).
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including the Departments of Defense, Homeland Security, and Veterans
Affairs.*® Meanwhile, the majority of agencies sustained or improved
engagement. Between 2013 and 2014, of 47 agencies included in our
analysis of the EEl, 3 increased their scores; 31 held steady; and 13
declined, as shown in figure 3.

Figure 3: Number of Agencies with Statistically Signifi increasing, Decreasing,
and Flat Employee Engagement Index Levels, 2010 to 2014

Number
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2010 to 2011 2011 to 2012 2012 10 2013 2013 to 2014

increased Employee Eny

gament Index (EE)) scores

Flat Employes EET scores

BB vecreasco eerscores

Source: GAO analysis of Office of Persennel Management Fedsrat Employment Viewpaint Survey (FEVS) data, 2008-2014. | GAQ-15-619T

Note: Data represents agencies with more than 500 employees and with a minimum number of 100
respondents in each of the years. The counts in each bar sum to the number of agencies (from
amony the group that we analyzed) who participated in FEVS in the given year, ranging from 45 to 47
agencies. Stalistical significance was determined by comparing whether the 95 percent confidence
intervals around the agency estimate overlapped or not. A t-test was not coenducted to determine if
overlapping confidence intervals were statistically different. Agency employee engagement index
estimates have margins of error which range from pius or minus 1 percentage point at the 95 percent

“OThe others were the Department of Energy, General Services Administration, Small
Business Administration, Department of the Treasury, Federal Communications
Commission, Broadcasting Board of Governors, Merit Systems Protection Board,
Commodity Futures Trading Commission, and Consumer Product Safety Commission. We
determined that a difference was statistically significant from one year to the next if the
two 95 percent confidence intervals around an agency's EEI estimates did not overlap.
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ievel of confidence for the largest agencies to plus or minus 5 percentage points at the 95 percent
tevel of confidence for the medium sized agencies.

Even one agency with a downward trending engagement score is not to
be taken lightly. There is room for improvement with all federal agencies.
Yet, the large number of agencies that sustained or increased their levels
of employee engagement during challenging times suggests that
agencies can influence employee engagement levels in the face of
difficult external circumstances. For example, the Federal Trade
Commission maintained a consistent estimate of 75 percent engagement
index score—well above the government-wide average—throughout the
period of general decline.*!

In conclusion, strategic human capital management must be the
centerpiece of any serious effort to ensure federal agencies operate as
high-performing organizations. A high-quaiity federal workforce is
especially critical now given the complex and cross-cutting issues facing
the nation. Through a variety of initiatives, Congress, OPM, and individual
agencies have strengthened the government’s human capital efforts since
we first identified strategic human capital management as a high-risk area
in 2001. Still, while many actions towards progress have been taken over
the last 13 years, the job is far from over. Indeed, the focus areas
discussed today are not an exhaustive list of challenges facing federal
agencies and are long-standing in nature.

Greater progress will require continued collaborative efforts between
OPM, the CHCO Council, and individual agencies, as well as the
continued attenti