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THE RIGHT PEOPLE? OVERSIGHT OF THE
OFFICE OF PERSONNEL MANAGEMENT

TUESDAY, JUNE 27, 2006

U.S. SENATE,
OVERSIGHT OF GOVERNMENT MANAGEMENT,
THE FEDERAL WORKFORCE AND THE
DisTrIiCT OF COLUMBIA SUBCOMMITTEE,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 10:15 a.m., in room
SD-342, Dirksen Senate Office Building, Hon. George V. Voinovich,
Chairman of the Subcommittee, presiding.

Present: Senators Voinovich and Akaka.

OPENING STATEMENT OF CHAIRMAN VOINOVICH

Chairman VOINOVICH. The hearing will please come to order. We
are going to begin. Unfortunately, Mr. Walker is stuck in traffic
an(ii will be late, but, we are pleased that Ms. Springer is here
today.

This hearing is titled, “The Right People? Oversight of the Office
of Personnel Management.” I called today’s hearing to discuss
GAOQO’s management review of the Office of Personnel Management
that has been underway for the past year. My colleagues, Senators
Collins, Lieberman, Akaka, and I requested this review to assist
the incoming Director, following the departure of Director Kay
Coles James. GAQO’s work is important to assist Congress in evalu-
ating the current status of OPM and find an answer to this key
question: “Is OPM positioned to be the Federal Government’s agen-
cy of change for effective strategic human capital transformation?”

People often ask me why I spend my time on Federal human cap-
ital management. I have to ask, what if the intelligence community
did not have enough linguists fluent in languages critical to con-
ducting the war on terror? Or, what if the Office of Personnel Man-
agement did not have enough investigators to conduct background
investigations for agencies to grant employees security clearances?
Or, what if the Veterans’ Administration did not have enough
nurses to provide care at our veterans’ hospitals? Or, what if the
Social Security Administration did not have enough administrative
law judges to hear disability claim cases in a timely fashion?

These are not hypothetical questions. These are real areas in
which the Federal Government is lacking the right people with the
right skills. OPM must be able to assist agencies to build the nec-
essary workforce to accomplish these vital missions and others.
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The Office of Personnel Management is no different from the rest
of the Federal Government. It is facing a retirement wave, a “tsu-
nami,” as Director Springer has called it. In the next 4 years, 46
percent of OPM’s total workforce, and 66 percent of its Senior Exec-
utive Service, will be eligible to retire. In his written testimony,
Comptroller General Walker gives the overall statistics for the Fed-
eral Government: That in the next 4 years, 33 percent of the total
workforce and 68 percent of the Senior Executive Service will be
eligible to retire. This could be a debilitating loss of talent and in-
stitutional knowledge.

As everyone here knows, in the previous 3 years, Congress has
enacted more changes in the Civil Service Code than in the pre-
vious quarter of a century. I want to acknowledge Senator Akaka’s
effort in that regard. In every instance, OPM has been given a crit-
ical role in guiding agencies through the implementation process,
whether through issuing regulations to guide agencies on use of
category rating, approving requests for direct hire authority, certi-
fying performance management systems for the Senior Executive
Service, or working with the Department of Homeland Security and
the Department of Defense to develop regulations for new per-
sonnel systems. OPM has been tasked with new responsibilities.

In addition, OPM has maintained all its previous functions, such
as administering the Federal Employee Health Benefits Program,
processing all Federal employee retirements, and conducting the
background investigations needed to process a security clearance.

Furthermore, we in Congress continue to discuss whether addi-
tional Federal workforce reforms are necessary in order to ensure
the Federal Government is a 21st Century employer of choice. It
is no secret that I believe that additional reforms are necessary. I
have introduced legislation, the Federal Workforce Performance
Appraisal and Management Improvement Act, to improve Federal
employees’ performance appraisals and more closely tie pay levels
to those appraisals. In fact, this Subcommittee will have a hearing
on this legislation, as well as the bill introduced by Senator Akaka,
this Thursday.

Under our legislation, OPM has a key role to play in reviewing
performance management systems. Comptroller General Walker’s
testimony is going to be imperative to help us understand whether
OPM is prepared to lead the way.

Ms. Springer, you have been in your position for just one year,
a year tomorrow to be exact. I suspect you feel like you have been
in it for 5 years. Since you assumed the position, you have made
significant progress in positioning the agency to lead future reform.
I was very much impressed by the new OPM strategic and oper-
ational plan. In addition, OPM has earned a “green” on the Presi-
dent’s Management Agenda scorecard for strategic human capital
management. It is vital that OPM be a model agency in order for
it to successfully lead transformation throughout the Federal Gov-
ernment.

I was with the President several weeks ago, and we were talking
about Josh Bolton moving on to be Chief of Staff and my friend Rob
Portman becoming the new OMB Director. I said, “Mr. President,
did you know that they have green in one area and all the rest of
them are red?” He said, “What?” I said, “Yes. OMB has three areas
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that are red.” My feeling is that, just as Ms. Springer’s agency
should be right on top and all green, so should the Office of Man-
a}igement and Budget. So the President says, “We will see about
that.”

However, I think that, Ms. Springer, you know that we can al-
ways do better. I am sure that Mr. Walker will identify and make
appropriate recommendations to do just that.

I look forward to both of your testimonies and the honest discus-
sion we will have here today on where OPM has been and where
you would like to take it.

I would now like to call on Senator Akaka for his opening state-
ment. Senator Akaka.

OPENING STATEMENT OF SENATOR AKAKA

Senator AKAKA. Thank you very much, Mr. Chairman. I want to
thank you for this hearing and for always looking to address prob-
lems that we will be facing in the future and holding hearings so
that we can address them.

I also want to commend the Director for her work during the
past year, to come forward with the State of the Agency Report. It
is impressive and I want to commend you for that.

Although we, in Congress, understand that OPM is the focal
point of human capital management, it is safe to say that the aver-
age taxpayer looks toward the Federal worker to run the govern-
ment, and the American people need confidence in the ability of
government to provide the services on which they depend. OPM
needs the right people who understand how efforts to modernize
the Civil Service could adversely impact agency performance and
public confidence.

Our goal today is to understand what resources OPM needs to
fulfill its operational and managerial responsibilities, while safe-
guarding the rights, benefits, and protections of employees under
a merit-based personnel system.

Mr. Chairman, I want you to know that, unfortunately, I must
leave at 10:30 to attend a classified briefing on the North Korea
missile program, which may affect the State of Hawaii. Mr. Chair-
man, I want to make sure that the Comptroller General and the
Director of OPM have time to deliver their statements before I
leave. Therefore, I ask, Mr. Chairman, that my full statement be
made a part of the record.

Chairman VoiNovICcH. Without objection.

Senator AKAKA. Thank you.

[The prepared statement of Senator Akaka follows:]

PREPARED STATEMENT OF SENATOR AKAKA

Thank you, Mr. Chairman. As you've noted, the oversight of the Office of Per-
sonnel Management (OPM) is the responsibility of this Subcommittee. I, too, wel-
come the opportunity to evaluate the ability of OPM to be the government’s leader
in personnel policy today and in the future with our two witnesses—OPM Director
Springer and Comptroller General Walker—both of whom share our view that pub-
lic service is an honorable profession.

OPM has one of the most important roles in the Federal Government—admin-
istering and enforcing Federal Civil Service laws, rules, and regulations as well as
aiding the Executive Branch in managing the Federal workforce. OPM also supports
agencies in recruiting, retaining, training, and motivating the best and most effec-
tive workforce possible. If agencies do not have the personnel systems in place to
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have the right person, with the right skills, at the right place, at the right time,
they cannot meet their goals.

Although we in Congress understand that OPM is the focal point of human cap-
ital management, the taxpayer looks toward the Federal worker to run the govern-
ment. And the American people need confidence in their government’s ability to pro-
vide the services on which they depend—from protecting their private, personal data
to providing quality health care to the Nation’s veterans, and to provide them in
a manner free from political pressures. That is why the rights and protections of
Federal workers are so important. Unfortunately new personnel reforms being tout-
ed by the Administration for Federal workers, such as those being developed at the
Departments of Defense and Homeland Security, have eroded employee morale. This
can impact agency performance and undermine the public’s trust in government.
OPM needs the right people who understand how OPM’s efforts to modernize the
civil service could adversely impact agency performance and public confidence. Our
goal today is to understand what resources OPM needs to fulfill its operational and
managerial responsibilities, while safeguarding the rights, benefits, and protections
of employees under a merit-based personnel system.

Although Director Springer and I do not always agree on the direction of govern-
ment, she knows I am appreciative of the enthusiasm and leadership she has
brought to OPM. I am especially pleased with OPM’s new advertising campaign
showcasing Federal employment. However, no amount of advertising will erase the
perception that it takes too long to get a Federal job, which is why OPM’s resources
must be devoted to attracting—retaining—training—and motivating a skilled and
professional workforce. It’s imperative that OPM eradicates the perception among
young people that it’s not worth their time to pursue working for the Federal Gov-
ernment.

Making Federal employment more attractive to the next generation is an area
where Chief Human Capital Officers (CHCO) and Human Resource Directors can
help. OPM must continue to exercise its leadership in guiding this endeavor. The
same holds true for pushing agencies to use existing flexibilities to hire talented in-
dividuals. Communication and collaboration between OPM and other Federal agen-
cies must be strengthened, and it is my expectation that the CHCO Council will be
an important link in OPM’s strategy to improve communications among agencies.

In my discussion of OPM’s capacity to lead, the issue of retirement comes up, es-
pecially since nearly half—46 percent—of OPM’s workforce will be eligible for retire-
ment in about 4 years. The loss of experienced personnel, both at OPM and across
the Federal Government, should concern us all. I commend OPM on working to de-
velop a strategy to convince these seasoned employees to remain on the job longer.
On the other hand, pursing programs that are not in the best interest of the Federal
workforce will result in workers opting to retire. Employee morale is a critical fea-
ture in figuring our retirement numbers no matter whose retirement estimates we
use.

OPM must also increase its capacity to ensure that supervisors receive adequate
training. Since the 1990s, supervisory training has been the responsibility of indi-
vidual agencies which has resulted in inconsistent training. The Federal Managers
Association notes that 60 percent of its members will be retirement eligible in 5
years, and we must commit to nurturing new managers. Mandatory training pro-
grams, developed through guidance provided by OPM, will strengthen manager-em-
ployee relationships and increase communication.

Mr. Chairman, we're looking for OPM to lead by example, which is why we asked
GAO to identify specific management challenges that stand in the way of OPM cap-
italizing on its role. I want to thank you again for holding today’s hearing which
will serve as a roadmap for future discussions of OPM’s capacity to lead.

Senator VOINOVICH. If you will stand, I will swear you in. Do you
swear that the testimony you are about to give this Subcommittee
is the truth, the whole truth, and nothing but the truth, so help
you, God?

Ms. SPRINGER. I do.

Chairman VOINOVICH. We welcome you back. Usually, I would
limit you to 5 minutes, but if you want to go for 7 minutes, we will
let you do that.
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TESTIMONY OF HON. LINDA M. SPRINGER,! DIRECTOR,
OFFICE OF PERSONNEL MANAGEMENT

Ms. SPRINGER. Thank you, Mr. Chairman, and thank you, Sen-
ator Akaka. As you mentioned, it is one year since I took the oath
of office to become the eighth Director of the Office of Personnel
Management. As you mentioned also, there are times when it
seems a little longer than that, but for the most part, we have got-
ten a lot done in that year.

My objective at the time of assuming this office was to raise the
agency’s performance level. Clearly, the agency was coming off of
a period, and a survey, that indicated that there were things that
needed to be adjusted and fixed. Many of the Comptroller General’s
comments are founded on that 2004 survey. What I can report to
you today, is that we have made demonstrable progress since that
time, and we are beginning to realize the two goals that I have for
OPM. One, is that we would achieve operational excellence and
two, strategic creativity. So, what I want to talk to you today
about, primarily, are the steps that we have taken since I came on
board and what that is leading to in both of those areas.

Obviously, at the very beginning, you have to look to leadership.
Leadership is what is reflected through an organization, and so it
starts at the very top. Sitting before you today is the senior leader-
ship team of OPM. They have all come to demonstrate the fact that
we are a team. Half of them are relatively new to their positions
over this past year, both internal promotions as well as people from
outside. We now have a senior leadership team that has been rein-
vigorated and really works together in a very constructive and can-
did way, that they hadn’t been able to do for some time.

Beyond just the leadership, effective organizations ensure that
the associates throughout the organization are connected to the
mission. That was something that, candidly, as the 2004 survey
demonstrated, was not the case for significant portions of OPM,
particularly for the thousands of associates who were operating
around the country. We have roughly 59 offices. One of my goals
was to visit every single OPM office at least once every year. When
I leave this hearing today, I am going to be visiting our offices in
Dallas, Tucson, and Denver. That will be close to wrapping up all
those visits.

But what I learned repeatedly, was that agency visits by a Direc-
tor hadn’t been happening, in many cases for as many as 10 years.
So, it is no surprise that the results of the survey in 2004, prior
to my arrival, indicated that people felt detached from the leader-
ship, detached from the overall goals and objectives, because even
at the highest level, leadership wasn’t engaged and wasn’t visibly
out there connecting to staff.

That is changing, not only with these visits but also with the use
of nation-wide Webcasts with real-time Q and A, and with other
visits by members of this senior team, who are committed to being
visible. All of those things, flows of ideas to and from the office
here in Washington, are raising morale, raising engagement, and

1The prepared statement of Ms. Springer with attachments appears in the Appendix on page
217.



6

are allowing us to better serve the nation-wide workforce, which,
as you know, is located predominately outside of Washington, DC.

So, getting the right people in place and getting people engaged
were the first two steps. Now we need to have a plan to really set
our course.

As you have acknowledged, we did come out in March with a new
strategic and operational plan with new goals. Among others, we
had the CHCO Council Executive Committee review those goals
and review that plan before we published it. It is one of the ways
that we are trying to link better with the Council and bring them
more into our management for the human capital community.

The new plan is distinctive. It is clear, it is candid, and it is spe-
cific. It has got about 170 to-dos. It doesn’t have pictures. It doesn’t
have a lot of text. It is very different from most other plans. The
Washington Post called it strikingly clear and simple and reflects
a no-nonsense, down-to-earth style. I consider praise from the
Washington Post something to be valued.

We have the plan. We have the people. Now the next step is to
create an accountability culture. An achieving of the goals of those
plans really meant that we had to incorporate those goals into each
individual person’s own personal plan. OPM associates throughout
the organization now have objectives that are tied to the plan. Sen-
ior executives, particularly, have 75 percent of their performance
contracts tied to those plan goals. Word for word, they are exactly
transferred, and there is a direct linkage now to their compensa-
tion at the senior executive level when executing and achieving
those goals. That means we have greater assurances that the goals
will be achieved and we have a well-harnessed team environment,
where everyone is sharing in the goals and working to get those
done.

Those are all positioning steps, and now that they are done, we
are ready to raise our operational performance. All of those things
are just a prelude to actually achieving results.

Progress for all of our plan goals is monitored using a chrono-
logical tracking system, and a copy of that is attached to my state-
ment today. You also can see that on OPM’s website. The link is
also listed in my written statement. I will be honest with you, I
don’t know of any other agency that has a link on their website
where you can go directly to all of their goals, specifically, and have
the date that they were completed. It is something that I don’t
think is heard of, candidly, among agencies and even in the private
sector—complete visibility.

To date, we have achieved every plan objective that has been
scheduled since we introduced the plan in March. And, in some of
the cases, we are ahead. We have achieved ones that aren’t even
d}llle yet. So, we are achieving results. We are off to a good start
there.

As far as funding the effort, that is an important thing. We won’t
be able to realize the results of our plan without getting the 2007
budget funding that we need. Things that we are doing, important
things like the guidance for the President’s human capital plan for
the possibility of pandemic flu wasn’t due until August. OPM has
already been releasing it in advance. That is part of the new cus-
tomer service mindset. We are looking at the customer, saying,
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what does the customer need? Not just accurate, good guidance,
but they need it in a timely manner. So, even though we didn’t
have a date until August 1, we already did the first release in
June. The second release will be in early July. And then the bal-
ance will follow at the August due date.

That is the mentality that we are operating under. We think that
we are in a good position to ask you for full funding of our 2007
budget request. One of the things that we will fund is our retire-
ment systems modernization. Unfortunately, the funding for that
by the House was zeroed out, and that was a disappointment to us,
and I think they realize that needs to be put back in. We are hop-
ing to work with the Senate to make sure that doesn’t happen and
it gets resolved in conference.

We now have a 1950s-vintage retirement calculation process. As
you know, OPM does all the calculations of retirement benefits, not
just for the Executive Branch agencies, but also for the Legislative
Branch. So, all of us in this room who are either with the Legisla-
tive or the Executive Branch will have our retirement benefits cal-
culated by OPM. We are using a paper-based 1950s system that
has file drawers that end-to-end would run from this conference
room to Baltimore and back again. That is how bad it is.

As you mentioned, we have a retirement wave coming. This sys-
tem will crash if we don’t get the new automated one put in place.
We need funding to do that. You have my personal assurance that
this is my highest priority and I will not let this program fail, as
other IT projects have across the government.

Now, those are all operational things that we have done. What
we are now looking to do, as well, is to look strategically and do
that in new ways. In the span of just a few months, OPM has fast-
forwarded beyond decades of what I would consider worn-out prac-
tices and we have initiated two of the first three steps for bringing
and attracting Federal workers into the government. The first was
a media campaign, the first of its kind. You can see on this chart
a little preview. The tag line was, “What did you do at your job
today?” This campaign used four Federal agency employees. OPM
produced the commercials. They have been running in many media
markets, right now in Cincinnati, Ohio, Mr. Chairman. One of the
triggers or steps is that people who are interested will go to a spe-
cial section of the USAJOBS Website. We have had over 11,000 vis-
its since we started this campaign just a few weeks ago.

So, it is working and it is attracting people to raise their aware-
ness of a broader range of government jobs. You don’t just come to
Washington and sit behind a desk nine-to-five and do the same
thing day after day after day. There are exciting jobs. Our job is
to make sure that people know about it. So that is our media cam-
paign, step one.

In addition to that, we have gone to step two, which is to recog-
nize that the future workforce wants a variety of working arrange-
ments. They don’t necessarily want just the traditional arrange-
ment. That is a good one, but that is only one. There are people
who want to get up at four in the morning and work from their
homes at unusual hours for the U.S. Government. If they want to
do that, and they are qualified, we need to reach those people.
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So our career patterns approach to attracting talent in the 21st
Century identifies all the types of patterns that should be made
available, and we have introduced this now to agencies and are re-
quiring agencies by January 1 to go through and inventory their
positions according to the different patterns. We didn’t stop there.
We didn’t just put out a rule or put out a demand. We actually de-
veloped a tool that agencies can use to analyze which of the pat-
terns apply, and an important part of that tool is to use all the
flexibilities that you have granted and passed over the past several
years to say which flexibilities line up with which pattern and we
will help you to attract and retain this new 21st Century work-
f(})lrce. So, we are very focused on that, and we are actually doing
things.

The third component of our approach here will be speeding up
the hiring process, because there is no point in getting people ex-
cited about coming if we can’t bring them on board in a timely
fashion. You have both recognized that and charged us to do that,
and obviously, that is something else that is an important part of
our work.

I just want to wrap up by saying that we are committed to all
of the things that go with our goal of making sure we have an ef-
fective civilian workforce. Clearly during my tenure, we have made
many changes. Many concrete things have taken place, with many
more to come. This is not the old OPM. This team sitting behind
me is committed to making sure that we are able to meet the de-
mands that you place on us and that the American citizens do, as
well.

I will be glad to respond to your questions. Thank you.

Chairman VoiNovICH. Thank you, Ms. Springer.

Mr. Walker, we are glad that you are now here. This storm that
we had in Washington has really impacted everyone, including the
Comptroller General.

If you will stand, I will swear you in. Do you swear that the tes-
timony you are about to give this Subcommittee is the truth, the
whole truth, and nothing but the truth, so help you, God?

Mr. WALKER. I do.

Chairman VOINOVICH. Thank you. Please proceed with your
statement.

TESTIMONY OF HON. DAVID M. WALKER,! COMPTROLLER
GENERAL, GOVERNMENT ACCOUNTABILITY OFFICE

Mr. WALKER. Mr. Chairman, Senator Akaka, let me just say mea
culpa, mea maxima culpa. I apologize for being late. Ironically, I
was at my desk this morning at 7 o’clock, but today, we have our
senior executives annual meeting across the river, and when I tried
to come back across the river, it was a zoo. Let me just say, I am
thinking of calling Noah, and I don’t mean the agency in the Fed-
eral Government, to hedge my bets in case we get any more rain
here, but I do appreciate the opportunity.

Chairman VoINOVICH. We really appreciate your being here, too.
I just publicly want to say that we have really benefitted from your
help, cooperation, advice, and sincere interest in the Office of Per-

1The prepared statement of Mr. Walker appears in the Appendix on page 49.
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sonnel Management. I don’t know what, frankly, we would have
done without the tremendous input from you and the people that
work for you. Thank you. The progress we have made would not
have been possible without your help.

Mr. WALKER. Thank you, Mr. Chairman, and thanks to you and
Senator Akaka for your leadership, because I think a lot has been
accomplished in the last few years and I am confident that a lot
more will be accomplished in the coming years.

Chairman VOINOVICH. By the way, Senator Akaka is leaving to
attend briefing of the Armed Services Committee on North Korea.

Mr. WALKER. Thank you, Mr. Chairman. I can understand why
he is going.

I would like to summarize my statement, if I may, Mr. Chair-
man, and I ask that my entire statement be included in the record.

Chairman VOINOVICH. Yes.

Mr. WALKER. Thank you, Sir. As I have noted previously in our
21st Century Challenges Report, people are the most valuable
asset of any knowledge-based enterprise and the Federal Govern-
ment is no exception. We must modernize our human capital poli-
cies and practices if we are going to attract, retain, and motivate
a top-quality workforce in the 21st Century.

It is important that we recognize that we need to transform our
human capital policies and practices, and in many cases, we need
to transform the agencies that comprise the Federal Government.
While the Federal Government needs to undergo a broad-based
transformation effort, OPM is one of the agencies that has its own
transformation challenges. I know from my conversations with Di-
rector Springer that she agrees that OPM does have a major trans-
formation challenge and she has undertaken a number of efforts to
try to help facilitate and expedite such an effort.

In that regard, we have seen considerable progress in a short pe-
riod of time under her leadership. She has taken a number of steps
to try to transform the agency, not the least of which was the pub-
lication of OPM’s, “Strategic and Operational Plan for the Period
2006 to 2010.” This plan identifies a number of activities that OPM
plans to implement in order to achieve its stated objectives, includ-
ing dealing with the employee satisfaction issue.

As you undoubtedly know, we have a situation where OPM was
ranked, I think, No. 6 in employee feedback in 2003. It went down
to No. 27 in 2005. But that was based on 2004 survey data. We
will have to wait and see what the results of the next survey are,
and I know that Director Springer has taken a number of steps to
try to help enhance communication and engage a broader cross-sec-
tion of the OPM employee community.

I also note, when you look at the results of the employee feed-
back survey and the rankings, that while government is a very
hierarchical organization, in general, the results from the survey
show that OPM was more hierarchical than most government orga-
nizations. I know that Director Springer is trying to take steps to
deal with that.

As I said, they have taken commendable steps and made mean-
ingful progress. What I would like to do is to focus on four areas
where I would recommend that Director Springer continue to take
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steps in order to build upon the progress that has already been
made and in order to address the challenges that remain.

First, leadership. There is no doubt in my mind that Director
Springer is committed to doing what it takes to achieve the out-
lined objectives. I think, as I said before, it is pretty clear from the
survey results that OPM’s culture, based on the feedback results,
has been more hierarchical than most. Steps that can be taken to
fully engage leadership, and to expand communication efforts to try
to deal with that past problem and break down the barriers, are
very much needed.

Second, with regard to talent and resources, OPM has made
progress in assessing its current workforce needs and developing
leadership succession plans. However, OPM also needs to try to
take a look at what type of future skills and competencies it will
need as compared with what it has, and how best to go about fill-
ing those gaps. The basic nature of OPM is likely to change dra-
matically in the coming years and that means that the type of
skills and knowledge that it will need and capabilities and the rel-
ative quantities will likewise change.

This means that, in addition to looking at the skills and knowl-
edge, they are going to also, in my view, look at their organiza-
tional structure and possibly realign their organizational structure
as well as consider alternative sourcing strategies as to how best
to meet their needs of the future. To what extent should work be
done by civil servants? What type of skills and knowledge, at what
levels and compensation programs, would they need to have? To
what extent can and should they be leveraged to technology? And,
to what extent, might they be able to employ alternative sourcing
strategies?

With regard to customer focus, communication, and collaboration,
agency views and survey results in our previous work show that
OPM is taking steps to improve its customer service and commu-
nication with agencies. It is important they continue to do so. It
will be critically important as we move ahead because they will be-
come more of an enabler rather than a compliance type of organiza-
tion, although they still will have certain oversight responsibilities.

With regard to performance, culture, and accountability, OPM
has made progress in creating a line of sight and in enhancing
alignment and accountability across their organization in an effort
to achieve the stated objectives that are outlined in their newest
plan. Ultimately, success in achieving Director Springer’s reforms
objectives will rest in part not only on her committed leadership
and sustained attention and her other top executives, but OPM’s
ability to properly align and consistently support mission accom-
plishment of the employees of the organization through making
sure that they have modern, effective, and credible performance
management systems that align institutional, unit and individual
performance management objectives.

Mr. Chairman, that is an overview, an executive summary of my
extensive written statement, which I know has been submitted for
the record. I would be more than happy to answer any questions
that you may have.

Chairman VOINOVICH. Thank you very much, Mr. Walker.
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Ms. Springer, could you further describe OPM’s budget? First, is
the budget that was approved by OMB sufficient? If we are able
to maintain that number here in the Senate, would that be ade-
quate, or are you going to be strained?

Ms. SPRINGER. We will be able to——

Chairman VOINOVICH. Listen, I want you to level with me.

Ms. SPRINGER. Yes.

Chairman VOINOVICH. One of my concerns is that agencies are
not forthcoming above their fiscal challenges. More and more is
being asked of various departments and agencies, but they are not
getting additional resources.

It is attributable to the fact that we are squeezing the non-de-
fense part of the discretionary budget. We have to face up to the
fact that there are growing challenges but not increasing resources.

We really need candor from people like yourself I told the same
thing to OMB Director Rob Portman, who I have known a long
time. I said, one of his priorities is taking care of the personnel
needs of departments and agencies. So I would like you to be as
candid as you can be with us.

Ms. SPRINGER. For 2007

Chairman VOINOVICH. Yes.

Ms. SPRINGER. For 2007, we can get the things that are in our
plan done if we get all the funding. We will be challenged to be cre-
ative in how we deploy people, and if any new demands come up
during 2007, unfunded mandates, if you will, then something will
have to give because that level that we have requested will just do
it for us. But if new things come up, then something will have to
take a back seat. So, that is how tight the 2007 budget is.

The biggest concern that I have about 2007 is that we don’t get
the funding we need for this retirement system. You and I have
had the chance to talk about this, which I appreciate. Two things
were a real shocker to me when I came in a year ago. First was
the state of the retirement calculation process and the second was
the 2004 survey. You can imagine coming into an organization and
being hit with those two things makes you wonder why you came.
That is fair, but then you just do something about that. You sort
of move on from that point.

Regarding the 2004 survey, I can work with that with this lead-
ership team. Regarding the retirement systems modernization. I
understand the history of false starts and government-wide pro-
grams that failed because of bad leadership or whatever, but we
can’t afford to fail this time. We can’t go further without the fund-
ing. So from a budget standpoint, that is my biggest concern for
2007.

Mr. WALKER. Mr. Chairman, can I touch on the retirement sys-
tem real quick, if that is OK with you?

Chairman VOINOVICH. Yes, fine. Sure.

Mr. WALKER. There is no question in my mind, Mr. Chairman,
that they absolutely, positively need to modernize their retirement
information system. I had a personal experience within the last
couple of months where a friend of mine passed away who was a
Federal Government employee and whose wife was waiting for
weeks in order to try to be able to get her survivor benefit pay-
ments from OPM. There are real human faces on a lot of these
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problems. The volume involved, the fact that it is paper-intensive,
the fact that we have got a huge retirement wave coming, there is
absolutely no question that it has to be modernized.

The one thing that I would suggest that this Subcommittee, and
the Congress, may want to consider, is if there are concerns about
OPM'’s readiness, the Congress can always consider employing an
approach similar to what it has done with the IRS’s modernization
effort. Specifically, to give OPM the money, but possibly require
GAO to take a look to make sure that things are going reasonably
well. I know that Director Springer is dedicated to making sure
that this does go well and she has made it one of her highest prior-
ities, but it is a bona fide need and I do think it is something that
deserves serious attention.

Ms. SPRINGER. We did have GAO visit with us periodically on our
progress.

Chairman VOINOVICH. The other thing is, how much help are you
getting from the unions? They ought to be really concerned about
this.

Ms. SPRINGER. Any time I speak to them about this, this is one
of those areas where we have got really complete agreement. So the
answer is yes——

Chairman VOINOVICH. I am hoping—what I would love to see is
some copies of letters from major employee unions to the members
of the Appropriations Committee to let them know how important
this project is. This is a big deal for their membership.

Have either one of you calculated a reasonable time period in
which such a system can be implemented? I know that it took
about 3 years in Ohio. We have a very extensive workers’ comp
program and everything was stovepiped. I will never forget it. It
took them about 3 years to modernize a paper system. Now it is
a paperless system, and everybody is so much happier with it. But,
how long will it take to put this system in place?

Ms. SPRINGER. Our project plan would call for it to be done es-
sentially in late 2009, early 2010, so it is about the same. It is
about the same 3-year period. But the biggest challenge we have
is, and I think you probably had in Ohio, is the conversion of the
paper into the system. I mean, the software exists. Adapting the
software and the functionality for the calculation, that is less time-
consuming actually than the data conversion and then the
change

Chairman VOINOVICH. In other words, the software exists? It is
not something that has to be developed for your operation?

Ms. SPRINGER. It has to be adapted for the Federal Government,
but we are not starting from a clean sheet of paper, a blank sheet
of paper. That was the problem that OPM had when they first
started this in the 1990s, was to try and build something from
scratch, which doesn’t make sense for a process that every company
in America has to do, which is to calculate pension benefits.

Mr. WALKER. Mr. Chairman, from our standpoint, there is no
question it is a multi-year effort. I will be happy to talk to our IT
team and provide something for the record with regard to their pre-
liminary observations on how many years it will take.

But I just want to reinforce that, in addition to the data conver-
sion effort, it is very important before one engages in a major sys-
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tem modernization effort to take a hard look at current processes
and controls and to make sure that they have been modernized be-
fore one seeks to automate. That is very important and I know that
Director Springer understands that, given her background in finan-
cial management and controls.

hChgirman VOINOVICH. Is there any way that GAO could help
them?

Mr. WALKER. We are happy to take a look at it and provide con-
structive input. I think it is in all of our interests for them to be
successful. At the same point in time, I know Congress has a legiti-
mate concern to make sure that we don’t have a repeat of major
system development problems that have occurred in the past.

Chairman VOINOVICH. That is for sure—FBI.

Mr. WALKER. I could state a long list.

Chairman VOINOVICH. Another example is at the Bethesda Naval
Hospital. It had taken 3 years to put in a computer system out
there. I don’t know who was in charge, but these stories just drive
me up the wall. I cannot believe it. It seems like the left hand
doesn’t know what the right hand is doing.

Furthermore, completing the RSM project will take until at least
2009 or 2010. There will be a new administration then. How do you
guarantee that this project will be completed?

Ms. SPRINGER. Probably the best guarantor of that is that you
can have a strong project management system in place, a govern-
ance for the project that is driven by career people, not political.
Most of the senior team behind me is career. Those are people who
are going to be there when I am gone.

Second, having a well-documented, well-designed plan is not a
political issue. This is something that, regardless of your political
philosophy, you want to have done right. So it is not something
that a new administration is going to want to short-circuit. We
have gotten bipartisan support for what we are doing—support on
both sides of the aisle.

One of the things I have learned during my time in Washington
is that the real strength of an organization lies with its career
team. We are just sort of the summer help that comes and goes
from time to time. But the career involvement in this project is
particularly important.

Chairman VOINOVICH. Well, I don’t agree with how you describe
your role because there is no question that good leadership makes
a big difference in a department, and I have seen that in OPM.

Mr. WALKER. Mr. Chairman, can I add real quickly, I agree with
you on the leadership point, but I think in addition to a dedicated
and capable career civil service—that is absolutely essential—I
would also note that the Congress’ continued attention to this effort
is also an important element to make sure that you can continue
to maintain momentum irrespective of what happens in the Presi-
dential election of 2008.

Chairman VoiNovICcH. Well, God willing, I am going to be around
until at least 2010. I assure you that I am going to stay on top of
it with oversight.

Next, you discussed a new way of attracting Federal employees.
Have you teamed with Monster to develop a new Website?

Ms. SPRINGER. Yes, we work with them
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Chairman VOINOVICH. So, the ads you discussed are different
from the work Monster does?

Ms. SPRINGER. Yes, this is entirely different. The USAJOBS is a
place where you go to actually see the announcement of positions.
What we are doing here, first with the media campaign, is actually
running ads around the country. These aren’t PSAs that run in the
middle of the night. These are actual paid advertisements, media
spots, in areas that have a little bit higher than average unemploy-
ment, that have a good student population, and where there is a
market that is ripe for a new career. This is about job awareness,
and so we will have someone from NOAA or we will have someone
from Interior or some other department that will actually tell about
what they are doing and how exciting it is and meaningful for pub-
lic service.

Chairman VOINOVICH. Is it working?

Ms. SPRINGER. It is working. We just started in May, so it has
only been a little over a month since it has been running—the first
measure of whether it is working is the visits to the special part
of the Website to find out more, and we have had 11,000 visits just
as a result of the ads we have run. But then the follow-up is impor-
tant, and the career patterns initiative—again, that is entirely
new, hasn’t been done before—is where that next step will come in.

Chairman VOINOVICH. One of the complaints I hear is that apply-
ing for a Federal job takes so much work and then they never hear
back from the agency.

Ms. SPRINGER. Yes.

Chairman VOINOVICH. For example, the Postal Service. They are
still recrutiing and administering tests, but the Postal Service is
not hiring. So why are they doing this if they are not hiring? This
discourages people from considering jobs with the Federal Govern-
ment.

Ms. SPRINGER. Yes, and that needs to change and that is one of
the things that is in our plan. The fact is that we need a shorter
timeframe from when the job announcement closes to when there
is a notice given back that we want to bring you on. And then from
that point, it needs to go faster. So, that is the next step that we
are working on. I agree with you, that is still a challenge.

Can I just add one other thing?

Chairman VOINOVICH. Yes.

Ms. SPRINGER. Mr. Chairman, part of the issue isn’t so much the
technology, it is what agencies do. All the steps are at the indi-
vidual agency level once the applicant has gone through the tech-
nology and through that front door. There is a variety of steps, and
as we work with the CHCO Council, we need to shorten some of
those steps at the individual agencies in dealing with the applica-
tion when it comes in.

Mr. WALKER. And Mr. Chairman, if I can add onto that, two
notes of caution. We have to be careful to make sure that we have
qualitative as well as quantitative measures. You can have a lot of
people that are hitting a site or applying for a job, but if they don’t
have the right kind of skills and knowledge that we need, then it
can be misleading.

Second, a major problem is that while we can, and should, lever-
age technology to a greater extent than we have, nothing takes the
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place of the personal touch. Once somebody takes the time and ef-
fort to apply, it is really important that there be some human con-
tact at some point in time, within a reasonable period of time, with
those individuals or else they will get turned off. I mean, you can
have status reports electronically that they can go to the Web and
take a look at, but you have got to have some human intervention,
because after all, we are a people business and you want to have
a positive experience.

Chairman VOINOVICH. Well, what I hear from my constituents,
is that the Federal Government does not respond to job applicants.
The more people hear that, the less they will want to consider
working for the government.

The other thing that I want to know is whether you have worked
with agencies to identify the people that they need? There are some
specific agencies that have a much greater challenge. Also, I would
be interested in knowing what kind of relationship and communica-
tion there is between you and the Partnership for Public Service.
The Partnership was created, as you know, by Sam Hayman to pro-
mote working for the Federal Government.

Working with groups like the Partnership is important. I was at
a breakfast today and heard how the government is struggling to
hire engineers. Mr. Walker is working on a report to evaluate the
workforce for the technical workforce in the Federal Government.
OPM needs to look out across the Federal agencies to identify areas
where there will be tremendous competition for needed talent with
the private sector, or I think is something that is very important.

Ms. SPRINGER. You are absolutely right. We will be competing in
a supply and demand environment that is going to shift dramati-
cally over the next several years—already started—to where the
demand is going way up and the supply, meaning the talent pool,
is going down. There are a number of ways to deal with that. Some
of them are the ones that I have shared with you. It is particularly
critical in certain occupations. Engineering is one of them, and
there are some others. I talk with major accounting firms, and they
are having trouble finding CPAs. That is another example. It is al-
ways difficult for us to get good chief financial officers and financial
staff in government agencies.

There are organizations like the Partnership, and others that we
do work with, and we do some joint programs with a number of
them, so yes, we are engaged.

What we need to do is, with the CHCO Council, to have more
focused job fairs, for example, and really do focus as opposed to just
doing them in areas as courtesies or other things. Go to the area
where there is going to be an engineer population so that we are
able to make contact, that personal touch, with the portion of the
talent pool that we really need. So, yes, that is a way that we need
to focus.

All the CHCOs are doing succession planning right now. Under
a plan, they have to get those done. When we see where those par-
ticular needs are, we will be able to coordinate our efforts.

Chairman VoINoOVICH. If I asked you today, are there on file suc-
cession plans for all of the Federal agencies that are really sub-
stantive, what would the answer be?

Ms. SPRINGER. No.



16

Chairman VOINOVICH. How many agencies have them?

Ms. SPRINGER. Well, I can’t answer that, but I will know pretty
soon because we have got a date in our own plan. We are holding
ourselves accountable for making sure that the agencies get those
up to speed. I don’t remember the exact date. It may be this fall.
I am thinking it is maybe by the end of the fiscal year. So at that
point, I will have a better read. But there is really that whole risk
analysis, the risk of how many are scheduled to leave, how many
will leave, what is the risk and the vulnerability to the agency,
that is a process that many of the agencies are still working right
now. I would be surprised if half of them are as robust as they
ought to be.

Chairman VoiNovICcH. Half of them?

Ms. SPRINGER. I would be surprised. But by the end of the fiscal
year, I think is the point at which we will double-check again and
see exactly where they are.

Chairman VoiNovicH. Is that taking into consideration when
they are evaluating for the President’s Managemen Agenda?

Ms. SPRINGER. On the scorecard? Yes.

Chairman VoIiNovIiCH. What is your impression of the Govern-
ment Performance and Results Act (GPRA)? One of the things we
found is that when the GPRA reports are filed each year, they did
not include anything dealing with human capital. Is human capital
being included in GPRA reports?

Ms. SPRINGER. Well, I don’t know if we have given a specific di-
rective. It should be. One of the things that we need to deal with,
candidly, and I see it now as an agency head, is that there are
many requirements that are put on the human resource commu-
nity. What we have got to make sure is that we are not spending
all our time just in a compliance mode but actually doing some-
thing that is meaningful and will lead to some sort of action. So
whether it is GPRA, which is great, or a scorecard or some other
things, we have to make sure that all those things bear fruit and
they don’t just become a compliance exercise.

Chairman VOINOVICH. One of the things that we set up was the
CHCO Council. Mr. Walker and Ms. Springer, do you think the
Council has done the job that it was expected to do? My vision for
the Council was that it would meet, share ideas, and build relation-
ships to share best practices. To my knowledge, that has not hap-
pened. Is that fair?

Ms. SPRINGER. I think it is fair. I think it has had a modicum
of success, but it hasn’t realized its full potential. I think, correctly,
the GAO report acknowledges that and points it out as an area of
opportunity for us. We have done some things. We have realigned
the committees. We have brought them into meetings with OPM
for planning.

The one place where I would say we really worked well together
was on Hurricane Katrina, and getting guidance out and under-
standing the needs of the human capital community. We are doing
it now again with developing this pandemic flu guidance, where the
Emergency Preparedness Subcommittee is very engaged. So those
are models that we need to build on.

But it hasn’t realized its full potential. We have a new executive
director, as you know, and we are going to take some steps. We
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have created the new position of a deputy CHCO, which wasn’t
there originally. That is modeling after this CFO Council. That al-
lows us to make sure we have good continuity from administration
to administration and lets us dig down deeper into the organiza-
tion. These CHCOs often wear several hats in management roles,
and so it is helpful to have another person, and that will help them
to be engaged in more ways with us.

So there are a number of steps we need to take. I think we can
make a lot of progress over the next year.

Chairman VOINOVICH. I would like to identify where it hasn’t
reached its potential. I would like to work with you to set goals to
evaluate the Council.

The other thing is that when we got the legislation establishing
the Council was passed, one goal was to bring a high-level commit-
ment to the importance of human capital. Again, anecdotally, my
understanding is that it really hasn’t happened. I would like either
one of you to comment on that situation.

Ms. SPRINGER. Could I just say one thing and then defer to my
colleague?

Chairman VOINOVICH. Yes.

Ms. SPRINGER. One of the things that I think happened with the
Council, and why it wasn’t as effective, candidly, and I am being
honest with you here, is, I think, the meetings came to be just an
opportunity largely for OPM to convey information, as opposed to
a real strong interaction and engagement. I saw the same thing
with the CFO Council when I first came in there, where it became
an opportunity for OMB to present information. What we need to
do is make sure that it is a two-way dialogue, it is not just a vehi-
cle for making announcements by a central agency.

As far as our own commitment, we had the CHCO Executive
Committee review our strategic plan and give us input on it. That
is about the highest level of engagement we could have, not just
our own CHCO, but the CHCOs of other agencies. So, I think you
are right, we need to expand that level of engagement.

Mr. WALKER. Mr. Chairman, I would say that I agree that it is
important to have effective two-way communication through the
CHCO Council. It is not just OPM disseminating information, it is
information being pushed to OPM.

Second, I think there are additional opportunities for the Council
to employ, what I would call, a matrix approach, whereby they
have responsibilities relating to their own individual department
and agency and then assign selected CHCOs to be the point person
on a horizontal or government-wide challenge so that they are fo-
cused not just on their own agency, but across agencies, creating
taskings and partnerships to move forward.

In that regard, two areas in particular where I think we need
more progress would be critical skills gaps, which has been touched
on already in this hearing, and performance management ap-
proaches. The performance management approaches that are taken
by most Federal agencies are abysmal, and if we really want to try
to transform what the government does, how the government does
business, if we really want this to be a more results-oriented gov-
ernment, then we need to modernize our performance management
systems, because people will behave based upon how they are
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measured. If we can end up aligning institutional, unit, and indi-
vidual performance measurement reward systems, we can achieve
great progress in a reasonable period of time. But in many cases,
the systems just aren’t anywhere close to cutting the mustard.

Chairman VoiNovIiCH. Well, again, I beleive the jury is out on
the pay-for-performance system for the Senior Executive Service.
At some places, it has been successful. In other places, it has not
been effective. OPM has to work with agencies that are facing chal-
lenges. If the systems for the SES are not successful, agencies will
not be successful with strong performance management for the rest
of the workforce.

I have to tell you, and I don’t think I have shared this with Ms.
Springer, that Senator Akaka and I had a really good oversight
hearing on the new National Security Personnel System. It looks
like they have done a good job communicating information about
NSPS for Spiral 1.1. It seems to me that one of the jobs that OPM
should have is to identify successes to share through the CHCO
Council. It is not effective for agencies to individually try to figure
out to address problems.

Mr. WALKER. I think it is real important, Mr. Chairman—there
are two afflictions that are prevalent in government and we have
got to figure out ways to deal with them. One is myopia, or near-
sightedness, focusing on today. The second is tunnel vision, just fo-
cusing on more of a particular span of control without looking hori-
zontally. Councils like the CHCO Council and the CFO Council and
others provide an opportunity to help people not just focus on their
turf, but also to look horizontally, to share best practices, and avoid
common mistakes.

The last thing I would say is, I understand there have been dif-
ferent experiences with regard to pay-for-performance, and that is
a major transformational change. I would respectfully suggest that
we must modernize our performance management systems. That
must happen first, because unless and until we do that, you are not
in the position to effectively implement a pay-for-performance sys-
tem credibly, equitably, and in a sustainable manner. So it is really
important that we do first things first and there needs to be much
more progress in that area.

Chairman VoOINOVICH. I have introduced legislation that I think
moves in that direction. I have heard that the General Services Ad-
ministration, under Steve Perry, has improved its performance
management program. I don’t know if you have evaluated their
work, but the concerpt is that each employee’s performance should
be tied to the organization’s goals. Somebody asked me, why is this
important, and I said, well, people like to know whether they are
doing a good or bad job. There should be a meaningful discussion
of what they do to advance the goals of the agency.

I think that strong performance management is really important,
and I think my legislation would help move the Federal Govern-
ment in that direction. Except for DHS and DOD, the Federal Gov-
ernment doesn’t have this mandate.

One of the things that I think you should understand, Ms.
Springer, is that how well you do during the next couple of years
is going to have a lot to do with whether or not Congress considers
additional reforms. I suspect that in the next election, Civil Service
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reform will be an issue. The unions are not happy with reforms un-
derway at DHS and DOD.

So the quality of what you are doing is going to have a major im-
pact on whether these reforms continue. You must engage the
unions in this work. After an NSPS oversight hearing in April, I
sat down and discussed it with the union witness. He was very in-
terested in working with Congress and the Department of Defense.

In the next couple of years, you are going to have to prove to the
rank and file civil servants that this is really a good thing. These
changes will help foster an excited group of people, that are going
to get a better chance to improve their career in the Federal Gov-
ernment. I think that is a real challenge, because if we don’t do it
right, or it looks like it is not working, then I think the reforms
may end.

That gets back to the issue of involvement of people. Mr. Walker,
your report shows that OPM involves people at the top but is not
as successful engaging the rank and file. It is not what it should
be. I would like you to comment on how you think that situation
could change. It gets back to Total Quality Management which is
to take care of your internal customers first so that they can do a
good job of taking care of your external. If you ignore the internal,
then you are not going to be able to do a very good job with the
external. Ms. Springer, would you tell me about what you are doing
to change that?

Ms. SPRINGER. Absolutely, and you are right, it is a question of
engagement. When people are ignored, when people are left out,
when they don’t have an opportunity to comment, when they don’t
know what they are doing, how what they are doing affects the
overall mission, people are going to be very dissatisfied. You are
going to have disengagement and you are going to have bad morale
and you are going to have bad results on surveys, and that is ex-
actly what we had at 2004.

What are we doing to fix that? I will give you an example, and
I am not saying this to throw stones at anyone, but if you have a
senior leadership team working across the street from one of your
processing offices, one of your important offices, and that team
doesn’t take the time to go across the street and visit with their
own employees, then that sends a very strong message that you
don’t really care about them, and that was the kind of environment
that was there. I am not saying it was intentional, but how else
can you take it if you are one of those employees?

We have set up a website. It is called “My Ideas.” I get e-mails
directly from any OPM employee anywhere in the world and we get
back to them. I give them a commitment of two things. I will read
it and they will get an answer, and they will get an answer quick-
ly, and that always happens.

We have webcasts where we go on, with other senior managers,
live on the website. Anyone can dial up from wherever they are.
We have people who telework. They can get right on. And they can
real-time e-mail us questions and we answer them. They are en-
gaged.

There is a new sense, and it is not just me, it is the members
of this team, of people going out and we want to hear from them
and we actually put their ideas into practice. When we get things
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done each month, the goals, the whole agency celebrates, not just
one office, and there are novel ways of doing that. They don’t cost
much, an ice cream social, for example, where senior managers
serve ice cream to people. But we have got newsletters. There are
things that weren’t there before, lots of engagement for the employ-
ees.

The goals weren’t set by an outside consultant. They were set by
members of OPM. They were reviewed by a number of outsiders,
but they are the employees’ goals, so they have ownership. It is not
just handed to them or done to them. They are their own goals, and
their own performance agreements, not just SES, but every mem-
ber of OPM has a goal or goals to some degree or another that they
can see tied directly to that strategic plan and operational plan.

Chairman VoINOVICH. How many people were involved in put-
ting that plan together? You have a strategic and operational plan
that I have been very impressed with, but how many of your top
managers provided input and did you get any input at all from the
rank and file?

Ms. SPRINGER. Yes. We had the senior team plus another 50
members of OPM, both general schedule and SES, that I met with
10 or 11 times, every week. I didn’t take a step forward without
that group of 50 reviewing what we did and them giving us direc-
tion. So they are their goals.

That is just the starting point. Now, you have to show that you
have a successful culture and you reward it and you acknowledge
it. You go up to our site in Pennsylvania that has hundreds of em-
ployees and you go out and shake hands and you listen to people.
I have people that literally came up to me in tears in the beginning
of June because it was the first time that they really had people
to come and interact and listen to them.

That is what is different now. It is the whole sense that these
are people. The agency is not so huge that you can’t interact. That
is one of the great advantages we have. And so people are engaged.
They understand what they are doing. They are getting acknowl-
edged when they succeed. Leaders make sure they have what they
need to succeed, and that is what is going to turn it around. That
is why I am confident when we get this 2006 survey that is going
to be done in August at OPM, that you are going to see a huge
change, just a huge change.

Chairman VOINOVICH. That is terrific. I chair a Subcommittee in
the EPW Committee which has oversight of the Nuclear Regulatory
Commission. I am spending a lot of time working with the NRC.
I am talking to them about implementing total quality manage-
ment. It is involvement of people in the decisionmaking that drives
continuous improvement. That is the excitement that makes an or-
ganization, I think, really outstanding.

Mr. Walker, during your review, did you identify any particular
area of concern or significant skill gap that OPM must address in
order for it to successfully lead the Federal Government’s human
capital transformation?

Mr. WALKER. One of the areas that OPM needs to continue to
make progress on is the plan that was issued in March. I believe
it is excellent, it is very transparent, it has specific goals, and spe-
cific time frames. However, I think they need to continue to update
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their more comprehensive workforce plan and what type of skills
and knowledge they are going to need to achieve their objectives
in the future. Given the nature of OPM, its business is going to
change in the future, their role and functions are going to change,
what type of skills and knowledge they are going to need and what
relative quantities, what items can be automated, what items
should be core to the Civil Service, what items might we look for
alternative sourcing approaches.

I think that is an area where, I think, there is more time and
attention that needs to be focused. It is a major undertaking, be-
cause you are really talking about OPM being fundamentally dif-
ferent in the future than what it was 10 years ago, in many ways.

Chairman VOINOVICH. This is one area where I thought the
CHCO Council would be effective. For example, sharing best prac-
tices to encourage telework. Which agencies really are making use
of telework? Is that kind of information being shared with other
agencies?

I am familiar with the Defense Finance and Accounting Service.
They really are utilizing the ability to telework. For example, how
many agencies today have telework? Do you know?

Ms. SPRINGER. Yes, we do. We have a survey going on right now.
We will have the results of that. It is small. Some are doing more
than others. Patent and Trademark Office does it. In fact, we fea-
tured them at one of our press briefings to roll this out. The Coun-
cil is the vehicle we should be using to amplify these best practices.

Chairman VOINOVICH. The thing is, OPM has to look down the
road and envision the Federal Government is going to compete for
talent. I think that the government should be strongly advocating
telework. There are a lot of fabulous people out there with great
skills who, for example, are moms at home and can’t come to the
office every day. I have an example in my own family—my own
daughter-in-law. She has four kids. She gets up at 4 o’clock in the
morning and works from a secure computer at home. She also goes
into the office once a week. She worked for this organization before.
They love it, and she is making a contribution.

The point is that there is going to be a lot more of that. Every-
body is going to be looking at different flexibilities. We have got a
whole different world that we are living in today. If we are going
to be the employer of the 21st Century, the government ought to
be looking around and seeing what other organizations are doing.
Law firms are doing it. Accounting firms are doing it. That is one
way we can stay up there and be competitive and not fall behind
the private sector.

Ms. SPRINGER. Mr. Chairman, you have been the best advertiser
for what we are doing and have just launched, which is that we
need to identify all those patterns, alternate work sites, telework
is one of those patterns. There are lots of them. Mobility—there are
people who want to come in government and out of government.
They want to come mid-career or late-career. Retirees don’t want
to necessarily leave altogether. They might want a reduced, limited
basis work schedule. There are people who want to come for just
a particular mission or particular role. They want to put in systems
and do that from agency to agency, and then they are almost like
an internal consultant, if you will.
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But there are all kinds of arrangements, and that is our initia-
tive, a 21st Century approach to attracting talent. It is exactly
what you just articulated. But it is not enough to just dump this
idea out to agencies and say, here it is, have at it. You have to
have a tool to help the agencies to take their positions and say,
which of these patterns work? Does telework work for this kind?
That is fine. Here are the flexibilities that the U.S. Congress has
given you that might help attract somebody for that pattern.

And even beyond all that, one of the things, and it goes with Mr.
Walker saying that what we need to do in a new role is train lead-
ers to manage in these environments, because it takes a different
type of manager and our managers today aren’t necessarily going
to be good managers in these types of relationships. So that is one
of the big things we have on our plate to do.

Chairman VoOINOVICH. Well, it gets back to something Mr. Walk-
er said. If there is an agency successfully implementing telework,
the CHCO Council is an appropriate venue to explain to other
agencies the success. This could encourage other agencies to ex-
plore implementing a new program, like telework.

Ms. SPRINGER. Right.

Chairman VOINOVICH. The Council should spread best practices.

Ms. SPRINGER. Yes. And he is here to hear you say that today.
We did actually do that at our roll-out of this and it is the first of
many more times that we have to do it. We had PTO, we had Inte-
rior, and we had part of OPM. The actual employee was there say-
ing how this works. There was a mother there saying, “Here is how
I am able to telework at home and here are the tools I have to do
it.” She works for PTO. And someone from Interior and someone
from OPM. So we are starting to do it. We need to do a lot more
of it and the CHCO Council is the place to do it.

Chairman VoiNovICH. OK. This gets back to one other thing, and
neither one of you answered the question on this. What is your as-
sessment of the status of the CHCOs in the departments? Mr.
Walker, I don’t know if you have had a chance to look some of
these over. I would like your opinion about this. The goal of the
CHCO Council is to elevate the role of human capital in the de-
partments. Has it happened?

Mr. WALKER. That is an area I think we need to do more work
on, but I will tell you this. There is absolutely no question that the
human capital function needs to be elevated, it needs to be much
more strategic, and it needs to employ much more forward-looking,
creative, and integrated approaches. In some cases, the people who
are in those jobs are well-suited to the new future. In some cases,
they may not be well-suited to the new future. Merely because this
function needs to be something that it hasn’t been in the past
doesn’t mean that the existing players can achieve that objective.
You have to analyze that, because you have to earn people’s respect
to be a strategic player, to be at the table with top management
and in order to be able to add that value.

I would like to reinforce something that you touched on before.
In my view, with the major transformational challenges that we
face, not just in the human capital area but overall, we need to do
much more work in the area of benchmarking and best practices,
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much more work. Let me give you two examples in the human cap-
ital area to try to help bring it home.

In my view, there are two key dimensions. One dimension is,
what are the major challenges that we face? Examples of that
would be critical skills gaps and inadequate performance manage-
ment systems. Those are just two of many examples. So what are
the critical challenges that we face across government? And then
second, what are effective tools or strategies that can be employed
in order to address the key challenges that we face across govern-
ment? Those could include things like telework or student loan re-
payments, pay-for-performance systems or whatever.

We need to create these matrices where we are saying, here are
the big challenges and here are the strategies. Let us make sure
that we have mechanisms that provide benchmarking information
while sharing best practices. Let us tap a key player, not only just
within OPM, let us tap a key player within the CHCO Council to
have some responsibility for each of these so we can end up fight-
ing the siloism, the tunnel vision, and the focus on today and start
helping to create a more positive future quicker than otherwise
might be the case.

Chairman VOINOVICH. If you can do it in the Executive Branch,
maybe we can do it in the Legislative Branch.

Mr. WALKER. Well, Mr. Chairman, I have said this before. I
think the Congress is a critically important player in our constitu-
tional form of government. There is a reason that it is Article I in
the Constitution. There is a reason that it is on the Hill. At the
same point in time, realistically, in major transformational efforts,
you have to start with the Executive Branch because the Executive
Branch at least has a CEO.

Chairman VOINOVICH. Right.

Mr. WALKER. So you have got a point person who is responsible
and accountable. But I do think the Congress is going to have to
make some major changes, too. It is not well aligned to meet the
challenges and capitalize on the opportunities of the 21st Century.

Chairman VOINOVICH. I agree with you. I just think we are not
looking at the big picture, I call it stovepipes. For example, funding
MAX HR for the Department of Homeland Security. Does he ask
you for help?

Ms. SPRINGER. Well, no, not on the budget. Obviously, we want
them to be successful. We haven’t been engaged in the budget. We
have been engaged in other ways to try and steer them to achieve
success. We think that in the area of their personnel reform, espe-
cially once they get a permanent new Under Secretary in for man-
agement, they need to follow the model that has been used at DOD,
and DOD obviously has a long history of training and they have
an infrastructure, but I think that the whole program management
structure they have there is one that would serve them well. Our
advice to them has been to, once they get the right people in place,
visit with DOD and try to take some steps along that line.

Chairman VOINOVICH. So they have a long way to go?

Ms. SPRINGER. I think, with all the turnover and other things,
for the CHCO positions that are vacant right now, they need to get
the right people in place first in those key leadership positions.
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Chairman VoINOVICH. Well, my observation is that DHS and
DOD need chief management officers. They have to have somebody
that is going to follow through with transformation. One of the
things that I am really concerned about, again, is Congress making
more organizational changes. We are going to try and redo FEMA
all over again, and I just think it is crazy. I really do. I just think
that the Secretary has got his hands full and now we are talking
about changing again. He has got 2% years, and what Congress
ought not to be doing is spending time debating the FEMA organi-
zational chart. It just doesn’t make any sense to me.

I just think that the Administration should be more aggressive
in coming to Congress and saying what they need. That is one area
that I am really concerned about. Mr. Walker, you talk to these
people. I just think at this stage in this Administration, we ought
to be just telling DHS to focus on its mission and not another reor-
ganization. Even if it started now, it will not be done by the end
of this Administration. Does anyone want to comment on that?

Mr. WALKER. Well, I think that we need a reasonable degree of
stability in order to be able to execute on critical areas that need
to be focused on. As you know, some of these organizational issues
are not just internally driven. In some cases, Congress is looking
into possibly restructuring.

We have done work with regard to what went right, what didn’t
go right with regard to Hurricanes Katrina and Rita, and one of
the things that we talked about is you need to have, among other
things, a person responsible and accountable for a major emergency
who reports directly to the President of the United States in the
wake of a catastrophic event. That does not necessarily mean that
FEMA has to be outside the Department of Homeland Security.
There are ways to accomplish the objective without unbundling
that organization, and I think Congress and the key players need
to focus on the substance, rather than the form, of a lot of the chal-
lenges that we face, so we can focus more on achieving results.

Chairman VoIiNOVICH. Exactly, and it gets back to a management
principle. I have spent over 18 years managing in the Executive
Branch. My observation is, you can have a structure that may not
be perfect, but if you have the right individuals, you can be suc-
cessful. You can have a perfect structure, but if you don’t have the
leadership, it is not going to work. I think that is where we are
right now. They need consistent leadership at Homeland Security.
They have the right people. Give them the job and let them go out
and get it done instead of debating the organizational structure.
Then what happens is officials spend time coming up here to testify
when they should be out in the field emphasising getting the job
done.

Mr. WALKER. Mr. Chairman, when I first came to GAO in No-
vember 1998, I worked together with all our top executives and got
input from our employees to be able to come up with our first ever
strategic plan in early 2000 and then to realign the organization
to support that plan. I made those decisions early and we got it be-
hind us. You need some stability in an organization so you can
focus on achieving positive results. When people are worried about
where their organization is going to be, or where they are going to
be, that has an automatic undercutting of productivity.
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Chairman VOINOVICH. And it doesn’t help in recruiting, either.

Mr. WALKER. No, and I also agree that if you don’t have the right
leaders, nothing else matters.

Chairman VOINOVICH. Listen, that is a great way to end this
hearing. I really appreciate the fact that the two of you have been
here. I think this has been very helpful to us. We continue to look
forward to working with you. Keep it up. To your team back there,
we are very proud of you. You are really stirring the pot and get-
ting things done. Thanks for following Ms. Springer in her efforts.
(Sihe is only as good as you guys are. Thank you for what you are

oing.

This hearing is adjourned.

[Whereupon, at 11:42 a.m., the Subcommittee was adjourned.]
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OPM One Year Later — A State of the Agency Report

Mr, Chairman and Members of the Subcommittee:

One year ago, I took the oath of office to become the eighth director of the Office of
Personnel Management (OPM). My management objective at that time was to raise the
agency’s performance level by instituting business disciplines and practices. These
fundamentals would be essential to achieving my ultimate goals for OPM — operational
excellence and strategic creativity. My message to you today is that demonstrable
progress has been made and we are beginning to realize that goal.

Revitalizing Leadership

Since organizations reflect the quality of their leaders, step one in this transformation
process was to evaluate, reconfigure and, in some cases, replace the agency’s senior
officers. By a combination of internal promotion and external hires, fifty percent of
OPM’s senior management positions have been revitalized. Seated before you today are
members of our current senior leadership team, which now interacts with a candor,
imagination, and mutual encouragement that were previously absent.

(27)
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Engaging Staff

Effective organizations ensure and value their associates’ connectivity to the mission.
However, surveys as recent as 2004 demonstrated that this was not the case at that time
for significant portions of OPM ~ particularly for thousands of associates in the 59 extra-
Washington, DC offices nationwide. I was disappointed to learn that my visits to these
offices were frequently the first by a Director in ten or more years. It is not surprising
that staff indicated their lack of awareness of OPM’s goals and objectives when the
highest level of leadership was so detached.

Improved communication with our associates in all offices has been reestablished. Using
a variety of means ranging from on-site visits to nationwide web casts with live Q and A,
we are reuniting the agency, raising morale, providing a flow of ideas to and from
associates, and improving the responsiveness of our operations. Maintaining this high
level of local engagement is essential to servicing the national Federal workforce, most of
which is stationed outside of Washington, DC.

Setting the Course

Achieving excellence in what an organization does assumes its objectives have been
defined. To do that at OPM, a fresh set of strategic and operational goals was needed. In
a departure from the past, this planning effort sought primary guidance from the men and
women of OPM. The collective current first-hand knowledge and expertise of fifty
associates from both the Senior Executive Service (SES) and General Schedule ranks,
coupled with the direction and vision of the senior leadership team has resulted in our
new plan. Among others, the plan was reviewed by members of the Executive
Committee of the Chief Human Capital Officers Council. It is significant that the largest
section of the plan is devoted to making OPM a “model of performance” - recognition
that we must take important steps to achieve the organizational excellence which we
value.

The 2006-2010 Strategic and Operational Plan is distinctive in its clarity, candor and
specificity. Unlike predecessor plans that were laden with narrative, this plan is
dominated by an action-oriented to-do list of approximately 170 deliverables, each with a
due date. This unparalleled transparency has received extensive praise and has been
described by The Washington Post both as “strikingly clear and simple and reflecting a
no-nonsense, down-to-earth style.”

Creating Accountability

Achieving the goals of the plan would require one more managerial component —
incorporation of the organization’s goals into those of our staff. Accordingly, OPM
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associates now have objectives that are tied in some measure to the plan. Performance
agreements for senior executives were completely redesigned to give 75 percent
weighting to achievement of plan goals. This direct linkage creates a level of
accountability and ownership ~ particularly for the senior executives whose
compensation is a function of performance — that gives greater assurance that goals will
be achieved and creates an “esprit de corps” environment.

Achieving Results

Having taken these positioning steps, OPM is now ready to raise its operational
performance. Associates are focused on their goals, and leaders are supporting their staff.
Progress for all plan goals is being monitored using a chronological tracking system, a
copy of which is attached. The 2006 section of this tool is available on the OPM website
at www.opm.gov/strategicplan/2006/StrategicPlan_goals.pdf for all to see.

The result is that we have achieved every plan objective scheduled to date, on time, since
its introduction in March and several more ahead of schedule. By achieving these
tangible and important deliverables, we are creating a success culture at OPM - one that
we reinforce monthly when each new group of goals is accomplished. Next month, we
plan to have a special ice cream celebration with associates served by the senior staff. [
extend an invitation to all of you to join us.

Funding the Effort

OPM is delivering on our responsibility to lead the Federal workforce human capital
planning effort. Releasing the first phase of our planning guidance for pandemic
influenza event in advance of President Bush’s August deadline is just one example of
our enhanced service approach. It is indicative of our commitment to timely, as well as
accurate, guidance to the human capital management community.

Continued improvement in our customer service will require something more than
diligent management and a dedicated workforce. Full appropriation by the Congress of
our budget requests is essential for OPM’s continued success. Anything short of our
requests, including that for Fiscal Year 2007, will jeopardize the timeliness and outcome
of our initiatives.

Particularly noteworthy in this regard is the Retirement Systems Modernization (RSM)
project. FY 2007 funding for RSM has recently been eliminated from our appropriation
bill by the House of Representatives. This unfortunate development must be remedied
first by the Senate and ultimately in conference. Otherwise retirement calculations —
yours and ours — will continue to suffer the effects of a vintage 1950s paper process
characterized by 144,000 file drawers — enough to pave the streets from this hearing room
to Baltimore and back. Fixing this disgracefully outdated process is my highest priority
and I hope the Members of the U.S. Senate will make it one of yours.
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Leading Creatively

While continuing on the path to organizational excellence, OPM is breaking new ground
in leading the Federal Government’s efforts to ensure there is an effective civilian
workforce into the future. Just as we are moving our internal capabilities from outdated
processes, we are introducing Federal agencies to concepts for reaching and hiring the
next generation of civilian employees. In the span of only a few months, OPM has fast
forwarded beyond decades of worn out practices to initiate the first two of our three
pronged approach for bringing workers to the Government.

In early May, OPM launched a first ever media campaign to raise awareness of the wide
range of Federal civilian job opportunities. Four Federal agency employees were
highlighted in television commercials produced by OPM. These commercials have run in
several states and will continue in the coming months. Evidence of their effectiveness is
already showing up in the thousands of increased visits to our USAJOBS. gov website in
the coverage areas. More ads are in the planning stages.

In addition to raising awareness throughout the country, OPM introduced, in early June,
the new Career Patterns approach for hiring. This initiative moves Federal agencies away
from the limited hiring model currently in place to a 21" century approach that recognizes
the wide variety of employer-employee relationships that are relevant to today’s job
seekers. Using OPM’s analytic tool that comes with our Career Patterns guide, agencies
will be able to improve their job marketing success by offering opportunities that
articulate the range of available patterns and the supporting environment (including use
of existing flexibilities), as well as the traditional professional qualities.

When these two components are joined by the more efficient hiring process that will be
the third initiative, OPM will have positioned Federal agencies to meet the hiring
demands of the future — demands that will increase dramatically as we face the retirement
eligibility of 60 percent of our workforce over the next ten years. In a talent market
where demand will outstrip supply, OPM’s foresight and leadership will prove vital in
keeping us competitive

Looking Ahead

As I stated in my strategic plan message, “we are committed to our principles, committed
to our goals and committed to accomplishing our mission — to ensure the Federal
government has an effective civilian workforce.” We look forward to reporting our
continued progress to you and seeing the benefits of our work for the men and women of
the Federal workforce and the American public.

1 will be glad to respond to your questions.
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Career Patterns

A 21st Century Approach to Attracting Talent

Time in Career

Permanence
Mobility

Flexible
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A GUIDE FOR AGENCIES

June 2006
United States Offic sonnel Management
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OFFICE OF PERSONNEL MANAGEMENT

OPM Is Taking Steps to Strengthen Its
Internal Capacity for Leading Human
Capital Reform

What GAO Found

OPM has made commendable efforts towards transforming itself to being a
more effective leader of governmentwide human capital reform. 1t can build
upon that progress by addressing challenges that remain in the following
areas:

Leadership. OPM Federal Human Capital Survey responses and the falt
2005 follow-up focus group discussions suggests that information from OPM
leadership does not cascade effectively throughout the organization and that
many employees do not feel senior leaders generate a high level of
motivation and commitment in the workforce. Agreement with leaders
ability was lowest in one of OPM's key divisions—a unit vital to successful
human capital reform. OPM is working to address employee concerns and
improve perceptions of senior leaders.

‘Talent and resources. To align talent and resources to support its reform
role, OPM has made progress in assessing current workforce needs and
developing leadership succession plans. However, OPM’s workforce
planning has not sufficiently identified future skills and competencies that
may be necessary to fulfill its role in human capital reform.

Customer focus, communication, and collaboration. OPM can improve
its customer service to agencies and create more opportunities for dialogue.
According to'key officials in executive agencies, OPM guidance to agencies
is not always clear and timely, OPM’s human capital officer structure is often
abarrier to efficient customer response, and greater opportunities exist to
collaborate with agency leaders. OPM recognizes these shortcomings and
has identified improvement actions to address. However, more can be done
such as strategically using partnerships it has available to it, like the CHCO
Council.

Performance culture and accountability. OPM has made progress in
creating a “line of sight” or alignment and accountability across Senior
Executive Service (SES) expectations and organizational goals. It needs to
build on this progress and effectively implement new performance standards
for all emaployees to support the recently issued agency strategic and
operational plan and ensure all employees receive the necessary training.

To meet OPM’s current and future challenge to lead governmentwide human
capital reform, Director Springer has shown leadership coramitment to
OPM's transformation by initiating a nuraber of action plans to address
employee concerns. While the steps taken by OPM demonstrate progress in
achieving its transformation, it must continue on this path by closely
monitoring and communicating with its employees and customers,
expanding its workforce and succession planning efforts, and continuing to
create a “line of sight” throughout the organization.

United States A ity Otfice
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Chairman Voinovich, Senator Akaka, and Members of the Subcommitiee:

I appreciate the opportunity to be here today to discuss the capacity of the
U.S. Office of Persorinel Management (OPM) to lead and implement
governmentwide human capital reform. Potential governmentwide human
capital reform, and likely requirements that OPM assist, guide, and
ultimately certify agencies’ readiness to implement reforms, raise
important questions about its capacity to successfully fulfill its central
role. Director Springer and her leadership team clearly recognize that
strategic human capital management is a pervasive challenge facing
agencies across the federal government, and overcoming this challenge
will require vigorous and sustained leadership frora multiple parties—
OPM as well as other key human capital players, such as the President; the
Office of Management and Budget (OMB); Congress; and department and
agency leaders. Since designating strategic human capital management as
a high-risk area in January 2001,' our work and the work of others
continue to show that agencies need and want greater leadership from
OPM in helping them to address their h capital chall

As we have noted in our 21" Century Challenges report, people are critical
to any agency's successful transformation.’ Transformations have
enormous implications for the federal government's “people” policies and
procedures, as well as cultures of government organizations. Strategic
human capital management is at the centerpiece of this transformation
and last fall I testified that OPM shouid play a key leadership and oversight
role in helping individual agencies work towards overcoming a broad
range of human capital challenges.”

1 have testified previously that a governmentwide framework for
advancing human capital reform is needed to avoid further fragmentation
within the civil service, ensure management flexibility as appropriate,
allow a reasonable degree of consistency, provide adequate safeguards
within the overall civilian workforce, and help maintain a level playing
field among federal agencies competing for talent. Within the human
capital community, there is general recognition of a need to continue to

'GAO, High-Risk Series: An Update, GA0-01-263 (Washington, D.C.: January 2001).

2GAO, 21° Century Chalienges: Reexamining the Base of the Federal Government,
GAO-05-3258P (Washington, D.C.: Mar. 4, 2005).

*GAO, Human Capital: Preliminary Observations on the Administration's Drafi
Proposed “Working for America Act,” GAO-06-142T (Washington, D.C.: Oct. 5, 2005).
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develop a governmentwide framework for human capital reform that
Congress and the administration can implement to enhance performance,
ensure accountability, and position the nation for the future.*
Nevertheless, how it is done, when it is done, and on what basis it is done
can make all the difference.

1 know from my conversations with Director Springer that she agrees that
OPM needs to continue and even augment the internal transformation
effort underway, and she is putting in place a concerted effort to make that
happen. In 2003, we reported that OPM was undergoing its own
transformation—jfrom less of a rulemaker, enforcer, and independent
agent to more of a consultant, toolmaker, and strategic partner in leading
and supporting executive agencies’ human capital management systems.®
At that time, OPM had taken a number of important steps and had several
initiatives underway or planned to improve its overall mission and
management performance. For example, OPM has exerted greater human
capital leadership through its Human Capital Scorecard of the President’s
Management Agenda to assist agencies in improving strategic management
of their human capital. OPM also developed the governmentwide Federal

. Human Capital Survey (FHCS) to assist agencies and OPM in better
understanding specific and governmentwide agency workforce
management conditions and practices in the areas of leadership,
performance culture, and talent. Most recently, Director Springer
announced OPM’s television campaign to promote federal emaployment
and has undertaken a greater focus on succession planning to respond to
the forthcoming federal retirement wave and undertaken steps to further
reduce the length of time for the federal hiring process.

Under Director Springer’s leadership this past year, OPM has continued to
transform itself by undertaking a number of internal management
initiatives to build a results-oriented culture. The results of OPM’s 2004
FHCS showed that OPM employees expressed a number of concerns

.. regarding perceptions of agency leadership; talent and resources;
customer focus, communication and collaboration; and performance
culture and acecountability. The FHCS was administered before Director
Springer began her terma. Also, according to OPM, about half of the senior

*GAOQ, Human Capital: Principles, Oriteria, and Processes for Governmentwide Federal
Human Capital Reform, GAO-05-698P (Washington, D.C.: Dec. 1, 2004).

*GAQ, Major Management Challenges and Program Risks, Office of Personmel
Management, GAQ-03-115, (Washington, D.C.; January 2003).
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leadership started after the survey was administered. However, we used
these results, among other things, to assess some of the issues that could
impede OPM'’s capacity to lead federal human capital reform.. I call
attention to some of these relevant questions throughout my testimony.
We found that OPM is taking actions to address these concernsina
number of areas. For example, in fall 2005, OPM conducted a series of
employee focus groups in response to its FHCS results to further
understand specific issues underlying the decline and identify actions it
could take to help improve the overall agency work environment. In May
2006, OPM issued a series of federal human capital action plans to address
employee concerns raised during those focus group discussions. In
addition, in March of this year, OPM issued its Strategic and Operational
Plan, 2006-2010, and identified a number of activities that OPM plans to
implement to improve employee satisfaction.

As you know, the Senate Committee on Homeland Security and
Governmental Affairs and your Oversight of Government Management, the
Federal Workforce, and the District of Columbia Subcoramittee requested
that we conduct a review of OPM to identify management challenges that
could affect its ability to lead human capital reform efforts. In March 2006,
we briefed your staff on our preliminary observations. My remarks today
are based on that briefing. Our forthcoming report will provide additional
information and recommenrdations to OPM on opportunities to improve its
internal management capacity. We analyzed OPM’s 2006-2010 Strategic
and Operational Plan to identify activities related to internal
transformation. We analyzed OPM’s associate directors’ fiscal year 2006
Senior Executive Service (SES) performance contracts to identify
alignment of strategic goals and individual executive performance. We
also reviewed OPM'’s most currently available workforce and succession
plans to examnine issues related to talent and resources. We analyzed
OPM’s 2002 and 2004 FHCS agency results, the most recently available
data that OPM is using to identify employee concerns. In addition, we
reviewed OPM’s analysis of its 2004 FHCS results. (For more information
regarding the methodology related to OPM’s administration of the FHCS
and our analysis of OPM's survey results, see app. [). We also reviewed
the results from a series of employee focus groups conducted by OPM in
fall 2005 to follow up on its agency 2004 FHCS results, as well as analyzed
OPM's May 2006 action plans to address issues raised by the 2004 FHCS
and employee focus groups.

We interviewed OPM's five associate directors and other senior-level staff

to obtain their views of agency management. We interviewed 21 of the 23
members of the Chief Human Capital Officers Council and their

Page 3 GAO-06-861T
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corresponding agency humnan resource (HR) directors to gain a customer
perspective of OPM’s products and services and their views of OPM
management challenges. Finally, we reviewed our ongoing work and
previous recorunendations to OPM on a range of issues related to human
capital and other management challenges. We conducted our work from
June 2005 to June 2006 in accordance with generally accepted government
auditing standards.

We provided a draft of this statement to Director Springer for her
comment. The Director expressed concern that the basis for GAO’s
observations relied heavily on outdated information, specifically from the
results of the FHCS administered in 2004. She noted that in many
instances, OPM has addressed the challenges highlighted from the 2004
FHCS and achieved many meaningful and important results. We wish to
point out that OPM has also relied heavily on the results of the 2004 FHCS
and conducted focus groups in fall 2005 to understand the factors
contributing to employees’ responses on selected items on the 2004 FHCS
and to obtain employees’ ideas for addressing top priority improverment
areas. Further, OPM used the results from 2004 FHCS and 2005 focus

. group discussions—the most recent data available—and this information
was used to form the basis for its recently released (May 2006) action
plans to address these issues.

Today, I would like to highlight that OPM has made commendable efforts
towards transforming itself to being a more effective leader of
governmentwide human capital reform. OPM’s recently issued “Strategic
and Operational Plan” is a significant accomplishment. While the pian’s
strength is in its definition of clear, tangible goals and deliverables, it is not
clear if the plan adheres to the goals for a strategic plan as contained in
the Government Performance and Results Act of 1993.° We will analyze
compliance of the plan with GPRA and present the results of our analysis
in our forthcoming report. We will examine the extent to which the plan's
. . operational steps are consistently linked to a larger strategic vision and set
of clearly articulated outcomes. Importantly, in the future, OPM should
revisit its organizational structure to ensure it is aligned with the goals and
objectives in its plan and make any necessary changes. Doing so will help

® The Government Performance and Results Act of 1993 (GPRA) requires federal agencies
to focus on achieving results and to provide objective, performance-based information

i ded to improve ¢« ional and agency decision-making by providing
comprehensive and reliable information on the extent to which federal programs are
fulfilling their statutory intent.
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OPM to improve economy, efficiency, effectiveness, and responsiveness
while enhancing flexibility and improving accountability. My statement
today addresses how OPM can build upon the progress it has made with
its strategic and operational plan by addressing challenges that remain in
four key areas:

Leadership. OPM 2004 employee survey responses and the more recent
OPM employee focus group discussions suggest that information from
OPM top leadership does not cascade effectively throughout the
organization. Survey and focus group data also suggest that many
employees do not feel their senior leaders generate a high level of
motivation and commitment in the workforce. Agreement with leaders’
ability to generate motivation and commitment were lowest in the Human
Capital Leadership and Merit System Accountability (HCLMSA) division,
one of OPM's key divisions—a unit responsible for partnering with
agencies and vital to successful human capital reform efforts.

Talent and resources. In an effort to align talent and resources to
support its reform role, OPM has made progress in its assessment of
current workforce needs and developing leadership succession plans.
However, if OPM is to lead governmentwide human capital reform it
should identify the skills and competencies of the new OPM, determine
any skill and competency gaps, and develop specific steps to fill such gaps.

Customer focus, communication, and collaboration. Agency views,
survey results, and our previous work show that OPM can imeprove its
customer service and communication with agencies. Our recent work
shows that guidance to agencies is not always clear and timely, the human
capital officer structure is often a barrier to efficient customer response,
and there are greater opportunities to dialogue and collaborate with Chief
Human Capital Officers (CHCO) and huran resource directors.
Communication and collaboration are key aspects of OPM's ability to
support agency efforts at human capital reform and establish a consistent
reform message. OPM has recognized these shortcomings and has
identified improverent actions to address some of them. However, more
can be done such as strategically using the partnerships it has availabie to
it, like the CHCO Council and others, as well as developing a culture of
collaboration, information sharing, and working with customers to
understand what they will need from the agency.

Performance culture and accountability. OPM has made progress in

creating a “line of sight” or alignment and accountability across leader
expectations and organizational goals. Performance expectations of

Page 5 GAO-06-861T
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senior leaders are clearly aligned with the goals of OPM's strategic and
operational plan. Success in achieving reformn objectives will rest, in part,
on OPM's ability to align performance and consistently support mission
accomplishment for all employees of the organization.

Leadership

The OPM 2004 FHCS results and OPM’s 2005 follow-up focus group
discussions suggest that information is not cascading effectively from top
leadership throughout the organization. Further, according to the
summary reports of OPM'’s follow-up focus group discussions, overall
communication was selected by employees as one of the most important
areas to address. Some focus group participants said that managers and
employees were unaware of what is going on in the organization due to a
lack of internal and cross-divisional communication. Focus group
participants also described not knowing where the agency is heading and
not having a clear understanding of how their activities aligned with the
overall vision and mission of the agency.

As figure 1 shows, fewer employees below the SES level at OPM as well as
the rest of government reported being satisfied with the information they
receive. Further there were significantly fewer employees at OPM,
especially in the GS-1 to GS-12 range, reporting “satisfaction with the
information they receive from management on what's going on in the
organization” when compared with the rest of the government. On the
other hand, significantly more SES employees at OPM indicated
satisfaction with the “information they were receiving from management”
than SES employees at all the other government agencies participating in
the 2004 FHCS.

Paste 6 GAO-06-861T
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Figure 1: Employ p to Sel 2004 Federal Human Capital Survey Questions Reiated to Leadership
Percentage of employees with
favorable/positive responses,

Question Overali 68-1-12 6$:1315 | SES |
orPM 40 37 45 87

How satisfied are you with the information you receive from management on Rest of

what's going an in your organization? government 46 45 49 57
oPM 47 44 51 a3

Managers promote communication among different work units (for example, Rest of

about projects, goals, needed resources). govemnment 52 51 57 70
OPM 88 66 K&l 83

Overall, how good a job do you feel is being done by your immediate Rest of

supervisorfteam leader? government 65 85 89 80
OPM 43 45 37 84
Rest of

} have a high leve! of respect for my organization's senior leaders. govemment 49 50 49 56
OPM 33 34 N 76
Rest of

How satisfied are you with the policies and practices of your senior leaders? govemment a0 40 a1 57
oPM 33 34 29 81

inmy ization, leaders gt te high levels of motivation and i Rest of

in the workforce. govemment 37 38 37 58

Source: GAO anaysis.

A similar gap between OPM SES and GS-level employees, as well as for
their relative counterparts from the rest of government, is evident when
employees were asked if they agreed that “managers promote
communication among different work units.”

OFPM employees also expressed concerns regarding their views of senior
leaders. As shown in figure 1, roughly two-thirds of OPM employees, as
well as employees in the rest of government, indicated that their
immediate supervisors or team leaders are doing a good or very good job.
Employee perceptions of senior level leadership were not as positive,

Page 7 GAO-06-861T
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however. When survey respondents were asked if they agreed with the
statement “I have a high level of respect for my organization’s senior
leaders,” nearly twice as many OPM SES employees agreed with this
statement as compared with OPM GS-level employees. Survey
respondents were also asked if they were “satisfied with the policies and
practices of your senior leaders” and OPM SES employees also agreed
with this statement more than twice the level of OPM GS-level employees.
For both items, the percent of OPM GS-level respondents agreeing with
these statements tends to be lower than for their counterparts in the rest
of government. A similar pattern of OPM SES and OPM GS-level response
can be seen in Figure 1 for the percent of employees agreeing with the
statement “leaders generate high levels of motivation and commitment in
the workforce.” OPM's analysis of responses to this question by its
divisions and offices show that the Human Capital Leadership and Merit
System Accountability (HCLMSA) division had the lowest positive and
largest negative response of any division at about 28 percent and 51
percent respectively. This issue of leaders generating motivation and
commitment was selected by all six of the HCLMSA focus groups as one of
the most important issues that OPM needs to address. Because the
HCLMSA division is OPM’s frontline organization that partners with
agencies to achieve human capital success by providing oversight and
leadership to agencies, it will play a key role in OPM initiatives to
implement human capital reform—so it will need effective leadership to
guide its transformation.

OPM is clearly aware of the most critical issues for its agency leaders to
address, such as the lack of overall and cross-divisional cormmunication,
issues related to employee views of senior management, and obtaining
employee input to individual work plans linked to the agency strategic
plan. Based on OPM’s May 2006 action plans, the agency is planning to
improve communication through such means as “visits to OPM field
locations, brown bag lunches with the Director, an email box where

.. employees can make suggestions on more efficient and effective ways of
doing business, Web Casts, and employee meetings.” According to the
May 11, 2006 memo from OPM's CHCO to Director Springer, OPM has

rel d several to employees regarding steps that it will be
taking to improve communications agencywide and to address each of the
specific critical issues within individual organizations of the agency. OPM
officials told us that many of these actions have already occurred, such as
senior executives visiting field locations. To improve its cross-divisional
communication, OPM has developed and posted a functional organization
directory on its internal website, which it has accomplished almost a
month ahead of schedule. To address employee concerns regarding views
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of senior leaders, OPM is establishing a process in all divisions to solicit
employee input on various initiatives and setting aside “open door” time
for employees to speak with their managers. Furthermore, OPM has
created an action plan to help employees better understand how their
work fits into the overall mission of the agency by providing a mechanism
to increase employee input to work plans related to its strategic plan.

As I have testified on many occasions, in recent years GAO has learned a
great deal about the challenges and opportunities that characterize
organizational transformation. Several such lessons are of particular
relevance to today's discussion. For example, GAQ has recognized that
soliciting and acting on internal feedback such as that obtained through
employee surveys, provides a key source of information on how well an
organization is developing, supporting, using and leading staff, as well as
how internal operations are functioning and meeting employee needs as
they carry out their mission. OPM's practices in this area are based in part
on GAO's experience and include efforts to gain insight into employee
perceptions of leadership and explicit follow-up activities to address
identified concerns. OPM’s planned actions are important steps in the
right direction. Moving forward, as OPM implements its action plans to
address issues of communication and motivation, it is important that it
frequently communicate with employees on the progress of each of its
planned actions and how these changes will affect them. OPM should also
communicate any chalienges or delays faced in its planned actions as soon
as possible and the reasons why any changes to plans might be made. The
2006 FHCS deployed just last month, will provide an initial indication of
the extent to which the new initiatives are responding to employee
concerns.

Talent and Resources

A high-performance organization needs a dy ic, results-oriented
workforce with the requisite talents, reultidisciplinary knowledge, and up-
to-date skills to ensure that it is equipped to accomplish its mission and
achieve its goals. We have reported that acquiring and retaining a
workforce with the appropriate knowledge and skills demands that
agencies improve their recruiting, hiring, development, and retention
approaches so that they can compete for and retain talented people.”
Similar {o other agencies, OPM faces challenges in recruiting and retaining

"GAO, High-Risk Series: Strategic Human Capital Management, GAG-03-120 (Washington
D.C.: January 2003).
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a high-quality, diverse workforce and these challenges could limit OPM's
capacity to accomplish its current mission, which includes in part leading
other agencies in addressing their own recruitment and retention
challenges. Further, if OPM is to lead governmentwide human capital
reform and transition from less of a rulemaker, enforcer, and independent
agent to more of a consultant, toolmaker, and strategic partner, it should
identify the skills and competencies of the new OPM, determine any skill
and competency gap, and develop specific steps to fill that gap.

The FHCS shows that OPM employees identified several issues related to
its current workforce:

o  Workforce skills. Some OPM employees were concerned about a
lack of skills among OPM’s current workforce. Our analysis of the
2004 FHCS shows that 67 percent of OPM employees agreed that “the
workforce has the job relevant knowledge and skills necessary to
accomplish organizational goals” compared with 74 percent of
employees from the rest of governimment. Among OPM's divisions,
HCLMSA had the lowest rate of agreement and highest rate of
disagreement with the above statement at, respectively, 25 percent and
59 percent. This division provides leadership to agencies in their
human capital transformation efforts. If HCLMSA lacks the knowledge
and skills necessary to accomplish OPM'’s current organizational goals,
the division may have difficulty managing the additional
responsibilities of leading and implementing future governmentwide
human capital reform.

Agencies are also concerned with OPM'’s current workforce capacity.
We spoke with agency CHCOs, HR directors, and their staffs about
OPM'’s current capacity, and they expressed concern about whether
OPM has the technical expertise needed to provide timely and
accurate human capital guidance and advice. For example, agency
officials said that the perceived lack of federal human resource
expertise among some OPM Human Capital Officers (HCO) makes it
difficult for them to assist agencies when communicating policy
questions to appropriate OPM employees. For example, an HR
director told us that their agency contacted the responsible HCO about
the Outstanding Scholars Program and did not get a response from
OPM for two to three weeks. When OPM finally responded, they said
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each agency was deciding how to administer the program.® In the end,
the agency’s General Counsel Office had to contact another agency to
learn how they administered the program.

Many CHCOs and human resource directors told us they believed that
OPM’s expertise has declined over the last decade, while noting that
OPM is facing many of the same personnel issues as all federal
agencies regarding the loss of federal human capital talent and
institutional knowledge.

OPM's ability to lead and oversee human capital management policy
changes that result from potential human capital reform legislation
could be affected by its internal capacity and ability to maintain an
effective leadership team, as well as, an effective workforce. CHCOs
and human resource directors expressed concern about the loss of
OPM employees with technical expertise that will be needed to
effectively assist agencies with future human capital efforts. One
CHCO believed OPM’s capacity is dependent upon a few key
employees, in particular in the area of innovative pay and
compensation approaches, adding that the potential loss of these
employees could create a tipping point that severely damages OPM’s
capacity. Moreover, agencies believed that the Departments of
Defense (DOD) and Homeland Security human capital reform efforts
severely taxed OPM technical resources, specifically pay and
corapensation employees.

Building the skills and knowledge of its workforce provides OPM with
an opportunity to streamline decision making to appropriate
organization levels. The FHCS includes one question on employee
empowerment, The 40 percent of OPM employees who had a “feeling
of personal empowerment with respect to work processes” was close
to the response of 43 percent from the rest of government. Although
these results do not differ markedly from those in the rest of
government, this item was selected by a majority of participants in the
focus groups as one of the most important issues that OPM needs to
address., Some participants said decision making is too centralized at
the top without delegating authority to managers, supervisors, and

# The Outstanding Scholars Program is a special hiring authority for GS-5 and G5-7
positions that allows agencies to appoint college graduates with high grade point averages
or class standing. The use of the authority is currently being litigated before the Merit
Systems Protection Board.
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employees. Taken together, these survey and focus group results
suggest that the majority of OPM employees do not feel empowered to
accomplish their tasks. Having delegated authorities gives employees
the opportunity to look at customer needs in an integrated way and
effectively respond to those needs and can also benefit agency
operations by streamlining processes. Furthermore, such delegation
to frontline employees gives managers greater opportunities to
concentrate on systernatic, cross-cutting, problems or policy-level
issues. In April 2006, OPM began taking steps to delegate more
authority to lower-level employees, and Associate Directors are now
currently reviewing redelegations within their organizations.

s+ Recruiting. Similar to most federal agencies, OPM may have
difficulty recruiting new talent. For example, 47 percent of OPM
eniployees who perform supervisory functions agreed with the
statement that their “work unit is able to recruit people with the right
skills,” which is similar to the 45 percent of supervisors from the rest
of government. The OPM CHCO told us that HR specialist positions
are difficult to fill now. The work of HR specialists ranges across
policy development, consultation and agency outreach, and
operational recruitment and staffing activities. This is noteworthy
because we identified HR specialist as a mission-critical occupation
among the 24 Chief Financial Officer Act agencies in our 2001 report.®
HR specialist was also listed as a mission-critical occupation in OPM's
2003 human capital plan.

Mr. Chairman, as you know, longstanding concems exist regarding
DOD’s personnel security clearance program. In fact, we declared
DOD's program a high-risk area in January 2005. We testified last
month before this subcommittee on concerns that slow the process of
personnel clearances.” OPM continues to experience problems with
its investigative workforce, a problem we first identified in February
2004 when we found that OPM and DOD together needed
approximately 3,800 additional full-time-equivalent investigators to
reach their goal of 8,000. Although OPM reports that it has reached its
goal, it still faces performance problems due to the inexperience of its

*GAQ, Federal Empioyee Relirements: Expected Increases Over the Next 5 Years
Tustrates Need for Workforce Pl ing, GAO-01-509 (Washi D.C.: Apr. 27, 2001).

®GAO, DOD Personnel Clearances: New Concerns Slow Processing of Clearances for
Industry Personnel, GAQ-06-748T (Washington, D.C.: May 17, 2006).

Page 12 GAO-06-861T



63

domestic investigative workforce. While OPM reports that it is making
progress in hiring and training new investigators, the agency notes it
will take a couple of years for the investigative workforce to reach
desired performance levels.

« Training. OPM employees cited strengths as well as concerns with
employee development and training, as well as not feeling empowered
to accomplish their tasks. As we have reported, agencies must develop
talent through education, training, and opportunities for growth, such
as delegating authorities to the lowest appropriate level." In the 2004
FHCS, 62 percent of OPM employees agreed that “supervisors/team
leaders in {their] work unit support employee development” which is
close to the agreement level of employees from the rest of government
at 65 percent. OPM employees were not as close to the employees in
the rest of government in agreeing that “I receive the training I need to
perform my job.” Fifty-three percent of OPM employees agreed with
this statement as compared with 60 percent of employees from the rest
of governieent. In the follow-up employee focus groups, some
participants selected this item as one of the most important issues for
OPM to address. Some focus group participants said OPM’s culture
does not support training and employees do not have time to attend
training classes. Further, an OPM executive told us thatitcanbe a
struggle to convince managers that people should attend training.
Some focus group participants also said that managers are not given
sufficient and timely training budgets. OPM officials believe that
limited funding for training is an issue at OPM, and added that OPM is
also working to provide managers with more timely training budgets.
In 2003, we reported that OPM was using rotational assignments,
special projects, and details to broaden the skills of employees.”? OPM
officials also told us the agency is taking steps to address training
concerns by offering more online training courses. In 2004, 57 percent
of employees agreed with the statement that they have electronic
access to learning and training programs readily available at their desk.
Although still below the 71 percent agreement level for the rest of
government, this was an 8 percentage point increase from the 49
percent of employees who agreed with this statement on the 2002

UGAQ, Human Capital: A Self-Assessment Checklist for Agency Leaders,
GAO/OCG-00-14G (Washingion, D C.: September 2000); GAO, Human Capital: Practices
That Emp ed and GAO-01-1070 (Washington, D.C.: Sep. 14,
2001).

HGAO03-115.
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FHCS. OPM can build upon its current training initiatives, such as
online courses and rotational assignments, to leverage the available
training resources.

« Critical resources. OPM employees have indicated concerns
regarding the availability of critical resources. Although responses
frorn OPM employees overall are similar to eraployees from the rest of
government, we noted one group of OPM employees whose responses
are not as close to their counterparts in the rest of government.
Among all OPM employees, 51 percent agreed with the statement that
they have “sufficient resources (for example, people, materials,
budget) to get my job done” as did 49 percent of employees from the
rest of government. For employees performing supervisory functions,
however, the agreement rate was 35 percent at OPM and 42 percent for
the rest of government. Participants in the follow-up focus groups
selected this item as one of the most important issues OPM needs to
address to make the agency a better place to work. Focus group
participants said the lack of administrative staff and essential
equipment causes specialized employees to waste time performing
administrative functions. This suggests that OPM needs to take
additional steps to ensure that it has aligned its available resources
with its mission needs.

OPM Has Engaged in
Workforce and Succession
Planning, but Different
Workforce Skills May Be
Needed to Meet Future
Needs

OPM’s workforce and succession planning efforts may be sufficient for
maintaining the organization’s current capacity, but OPM may need more
collaborative workforce skills to lead and implement human capital
reform. We have reported that strategic workforce planning addresses
two critical needs: (1) aligning an organization’s h capital program
with its current and emerging mission and programmatic goals, and (2)
developing long-term strategies for acquiring, developing, and retaining
staff to achieve programmatic goals. ®

. Almost half {about 46 percent) of OPM’s workforce will be eligible to

retire as of September 30, 2010, as compared with 33 percent
governmentwide, according to information in the Central Personnel Data
File (CPDF). Further, about two-thirds {66 percent) of the OPM SES
employees will be eligible to retire at the same time—about the same as
the governmentwide eligibility of 68 percent. We have reported that

“GAC, Human Capitel: Key Principles for E) ive Si g kf Pl
GAO-04-39 (Washington, D.C.: Dec.11, 2003).
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without careful planning, SES separations pose the threat of an eventual
loss in institutional knowledge, expertise, and leadership continuity.” In
light of the impending retirements among its SES workforce, OPM has
engaged in succession planning to ensure that it has the leadership talent
in place to effectively manage OPM’s transformation, as well as ensure
that the workforce skill mix is appropriate to meet its future challenges
and transition to more of a strategic consultant role. This effort is
important because leading organizations engage in broad, integrated
succession planning efforts that focus on strengthening both current and
future organizational capacity. OPM officials told us that the agency has
identified 142 key leadership positions within the SES and GS-15 grade
levels that are classified for succession planning in the near future.
Currently, OPM's succession planning efforts are only focused on SES and
GS-15 positions. I understand that OPM is now planning to expand the
scope of its succession management program to include all supervisory,
managerial, and executive positions throughout the agency—
approximately 240 additional positions. ] would encourage them to
undertake this broader succession planning effort, given the importance of
maintaining, and in many cases augmenting, critical skills throughout the
organization, as well as the consideration of the future skills it may need to
achieve its own transformation to lead the executive branch’s overall
human capital reform effort.

As I noted earlier, in 2003, we reported that OPM’s overarching challenge
today is to lead agencies in shaping their h capital mar

systems while also undergoing its own transformation. Given its
governmentwide leadership responsibilities, it is particularly important
that OPM seeks to “lead by example” with its own human capital practices.
Leading organizations go beyond simply backfilling vacancies, and instead
focus on strengthening both current and future organizational capacity.
Thus, it is critical that OPM assesses its mission-critical workforce skills
relative to the human capital reform competencies and needs of the future.
OPM officials said they will be issuing the agency's updated strategic
human capital plan later this summer to include such items as its human
capital focus, workforce plan, leadership and knowledge management,
workforce analysis, and performance goals, among other things. Director
Springer has noted that she envisioned the OPM of the future as having a
greater emphasis on collaboration and consulting capabilities. Given the

"GAO Human Caprtal Insz_ths for U.S. Agencies from Other Countries' Succession
P and M g GAO-03-914 (V i D.C.: Sep. 15, 2003).
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greater emphasis on collaboration and consulting skills, I believe that
OPM’s forthcoming strategic human capital plan should include thoughtful
strategies for how the agency plans to recruit, train, develop, incentivize,
and reward employees with this important skill set.

Customer Focus,
Communication, and
Collaboration

During a transformation, we have reported that a communication strategy
is especially crucial in the public sector where policy making and program
management demand transparency and a full range of stakeholders and
interested parties are concerned not only with what results are to be
achieved, but also which processes are to be used to achieve those
results.” Our work on high-performing organizations and successful
transformations has shown that communication with customers and
stakeholders should be a top priority and is central to forming the
partnerships needed to develop and impl t an organization’s
transformation strategies. Specifically, an appropriate customer
cormmunication strategy would include consistency of message and
encourage two-way communication.

A majority of CHCOs and human resource (HR) directors told us that OPM
could improve the clarity, consistency, and timeli of its guidance to
agencies. Several agency officials coramented that OPM conveyed a “we’ll
know it, when we see it” method of cornmunicating expectations. This
method of communicating expectations and lack of clear and timely
communications and guidance was clearly illustrated as agencies
conveyed their experiences with the SES performance management
system certification process. In Noveraber 2003, Congress authorized 2
new performance-based pay system for members of the SES. Under this
authority, SES members are to no longer receive automatic annual across-
the-board or locality pay adjustments with the new pay system. Agencies
are to base pay adjustments for SES members on individual performance
and contributions to the agency's performance by considering such things

.. as the unique skills, qualifications, or competencies of the individual and

their significance to the agency’s mission and performance, as well as the
individual's current responsibilities. Congress also authorized agencies to
raise the maximum rate of pay for senior executives if their SES

*GAO, Highlights of a GAO Forum: Mergers and Transformation: Lessons Learned for a
Department of Homeland Security and Other Federal Agencies, GAO-03-2038P
(Washington, D.C.: Nov. 14, 2002).
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performance appraisal system is certified by OPM and OMB as making
meaningful distinctions in relative performance.

We asked agency CHCOs and HR directors to provide us with their
experiences with OPM’s administration of the SES pay-for-performance
process to identify parallel successes and challenges that OPM could face
in a certification role for the iraplementation of human capital reforms.
We heard a number of concerns from agencies regarding OPM's ability to
communicate expectations, guidance, and deadlines to agencies in a clear
and consistent manner. For exaraple, one official said, while OPM tries to
point agencies in the right direction, it will not give agencies discrete
requirerments. This leads to uncertainty about what agencies must and
should demonstrate to OPM. Some CHCOs and HR directors also told us
that, in some cases, OPM changed expectations and requirements '
midstream with little notice or explanation.

The late issuance of certification submission guidance to agencies was
especially problematic for agencies and they appeared to have responded
to this circumstance in two different ways. Because OPM did not issue
guidance for calendar year 2006 subraissions until January 5, 2006, some
agencies were unable to deliver their submissions to OPM before the
beginning of the calendar year. Further, OPM clarified this guidanceina
January 30, 2006, memorandum to agencies, telling agencies that SES
performance appraisal systems would not be certified for calendar year
20086 if the performance plans did not hold executives accountable for
achieving measurable business outcomes. As a result, agencies had to
revise their submissions, where necessary, to meet OPM's additional
requirements. Some agencies indicated that OPM’s late issuance of
guidance also creates an uneven playing field among agencies, as those
that choose to wait until OPM issues guidance before applying for
certification are unable to give their SES members higher pay, while their
counterparts who did not wait for OPM'’s guidance, could get certified
sooner. Some human resource directors we spoke with expressed
concern that OPM is not certain about their expectations of agencies’
submissions and said they would like more clarity from OPM on the
certification process. For exarnple, one agency director of executive
resources said agencies ended up relying on each other rather than OPM
during the 2004 SES certification process. They said OPM provided
agencies with mixed messages on what would be required for SES
certification. One human resource director requested that, at the very
least, agencies should be given the certification process guidelines before
the end of the calendar year, so they can plan adequately. OPM officials
we spoke with about this agreed that they need to be able to provide clear
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and consistent guidance to agencies and said they are working to improve
this. Further, they said their evaluation of agencies’ submissions is
evolving as their understanding of the SES certification criteria is
increasing.

In the past, we have reported concerns with OPM’s communications
pertaining to their leadership in implementing governmentwide human
capital initiatives and have recommended ways in which OPM could
improve its guidance to federal agencies. For example, in 2003 we
reported that an initial lack of clarity in telework guidance for federal
agencies from OPM led to misleading data being reported on agencies’
telework programs.” As one of the lead agencies, along with the General
Service Administration (GSA), for the federal government’s telework
initiative, OPM issued telework guidance to agencies in 2001 that did not
define a statement that was included in their guidance that told agencies
that eligible employees who wanted to participate in telework must be
allowed that opportunity. As a result, we found that agencies interpreted
this statement differently and subsequently reported incomparable data to
OPM. After discussing this issue with OPM officials, OPM reacted

. prompily by issuing new telework guidelines within weeks that addressed
our initial concerns. We concluded that the steps taken by OPM in
response to our findings showed a ready willingness to address issues that
were hindering implementation of this important human capital initiative.
We also recommended to OPM and GSA that they should use their lead
roles in the federal telework initiative to identify where more information
and additional guidance, guidelines, and technical support could assist
agencies in their implementation of telework.

In May 2006, we reported that communications problers between OPM
and DOD may be limiting governmentwide efforts to improve the
personnel security clearance—an area of high-risk concern that I noted
earlier.” For example, DOD officials asserted—and OPM disagreed-—that
.. OPM had not officially shared its investigator's handbook with DOD until
recently. DOD adjudicators had raised concerns that without knowing
what was required for an investigation by the investigator's handbook,
they could not fully understand how investigations were conducted and
effectively use the investigative reports that form the basis for their

“GAO, Human Capital: Further Guid Assi and Coordination Can Improve
Federal Telework Efforts, GAO-03-679 (Washington, D.C.: Jul. 18, 2003).
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adjudicative decisions. OPM indicated that it is revising the investigator’s
handbook and is obtaining comments from DOD and other customers.

More recently, our réview of oversight of Equal Employment Opportunity
(EEO) related requirements and guidance, found little evidence of OPM
coordination with Equal Employment Opportunity Commission (EEOC)
because an insufficient understanding of their rautual roles, authority, and
responsibilities resulting in lost opportunity to realize consistency,
efficiency, and public value in federal EEO and workplace diversity human
capital management practice.” Further, a majority of human capital and
EEOQ officials responding to a survey we did for that review, reported that
OPM’s feedback on their agencies’ programs and the guidance they
received from OPM was not useful.

Helping to achieve EEO and workplace diversity is another area where
opportunities exist for OPM to increase its coordination and collaboration
with EEOC. Over 80 percent of the respondents to our survey of federal
human capital and EEO officials said that more coordination between
OPM and EEOC would benefit their agency, adding that the lack of such
coordination resulted in added requirements on them and detracted from
the efficiency of their won work. Moreaover, in 2005, OMB recommended
to OPM that it develop a regular/formal working relationship with EEOC
with respect to those programs where it shares oversight responsibility
with EEOQC in order to improve overall government efficiency.

As changes in governmentwide human capital initiatives begin to address
the changing needs of the 21" century federal workforce, it will be
especially critical that OPM develops clear and timely guidance for
agencies that can be consi ly and easily impl ited

OPM’s HCO Structure Is
Viewed as a Barrier to
Meeting Customer Needs

CHCOs and human resource directors informed us that, while OPM’s HCO
structure is good in theory, it is often a barrier to obtaining timely
technical guidance. Within the HCMLSA division, OPM assigns one HCO
as the main point of contact to each agency of the President’s Management
Council and one to each cluster of small agencies. HCOs act as liaisons
and consultants communicating with an agency’s human capital
leadership. CHCOs and human resource directors commented that their

GAO, Equal Employment Opportunity: Imp i Coordination Needed b EEOC
and OPM in Leading Federal Workplace EEQ, GAO-06-214 (Washington, D.C: Jun. 16,
2006).
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HCO has become an advocate for their agencies and has been helpful for
troubleshooting and resolving issues that did not require detailed technical
assistance. However, problems arose for many agencies when technical
questions and issues had to be coramunicated via their HCO to the policy
experts at OPM. For example, one human resource officer told us they
asked their HCO if they could talk directly to OPM experts on Voluntary
Separation Incentive Pack and Voluntary Early Retirement Authority, but
the HCO insisted on relaying the information to the agency. The agency
official said their HCO was relatively new, so there were numerous policy
nuances that were lost during this process.

One CHCO stated that, while the HCOs at OPM have provided one-stop
shopping for agencies, having the HCO as the only point of contact can be
restrictive. Several human resource directors conveyed instances where
technical nuances of a particular issue, such as the Voluntary Early
Retirement Authority, were lost in the translation between the HCOs and
policy experts at OPM, as the HCO often did not have federal HR
experience or expertise. As one official described it, while the HCO is
helpful, time and context are lost in having to go through the HCO to
obtain technical assistance. Human resource directors expressed a desire
to communicate directly with OPM'’s policy experts for technical guidance
and some use their personal contacts at OPM for technical guidance and
assistance instead of going through their HCO.

Human resources directors also said that they sometimes received mixed
messages on the SES certification process from OPM, and it appeared that
answers would change depending on with whom an official was working.
From their perspective, agencies thought that OPM did not effectively
communicate among its internal divisions and that OPM could greatly
improve its customer service by clarifying its internal structure and
making it more customer-oriented. Human resource directors commented
about the lack of a formal mechanism, such as a survey instrument, to

..., provide feedback to OPM on their guidance and assistance to agencies.

We asked an executive within the HCLMSA division about this and were
told that while OPM does not have a formal feedback mechanism, they
talk to agencies all the time, so OPM does not feel that a formal
mechanism is needed.

Employee responses to FHCS questions relating to OPM’s custorner focus
show employees are also concerned about the service OPM provides to
agencies. OPM’s results for the two FHCS questions relating to customer
focus show a decline from 2002 to 2004 in its employee’s satisfaction with
OPM’s focus on customer needs. In 2002, 66 percent of OPM employees
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agreed that “products and services in their work unit are improved based
on customer/public input.” However in 2004, 53 percent of OPM
employees agreed with the same statement, a 13 percentage point decline.
A similar decline occurred in response to a FHCS question concerning
performance rewards. In 2002, 51 percent of OPM enployees agreed that
“employees are rewarded for providing high quality products and services
to customers,” whereas in 2004, 35 percent of OPM employees agreed with
the same statement, a decline of 16 percentage points.

While the employee focus group discussions did not directly address
customer focus, some participants raised concerns during their
discussions that could affect OPM's client focus. Focus group participants
from HCLMSA said OPM provides poor service to external customers due
to unnecessary delays and a lack of communication. They said the HCO
structure makes it difficult to connect customers with OPM employees
who can provide them with accurate information and advice. The HCO
structure was introduced in 2003, therefore it could have contributed to
the decline in positive responses to the customer focus questions in the
2004 FHCS.

In an OPM briefing to GAQ, officials described OPM’s structure in support
of strategic hurnan capital management, and part of that structure includes
“targeting capability to imp} t strategic 1t of | capital
on an agency-by-agency basis” through its HCLSMA division. According to
OPM documents, each agency center in HCLMSA has staff to provide
human resources technical assistance to agencies. OPM has a number of
goals and activities in its Strategic and Operational Plan intended to
improve its customer service and focus on customer needs. For example,
OPM plans to develop performance standards for OPM common services
by July 2006, and implement them by October 2006.

As OPM works to address its customer issues, it should consider other
ways to more quickly respond to inquires from agencies for specific
technical expertise. In addition, OPM should develop a customer
feedback survey to identify issues related to timeliness, customer needs,
satisfaction, and take action accordingly.
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OPM Needs to Take Full
Advantage of
Opportunities to
Collaborate and Facilitate
Information Sharing with
the CHCO Council and
Agency Human Resource
Directors

Qur prior work has found that high-performing organizations strengthen
accountability for achieving crosscutting goals by placing greater
emphasis on collaboration, interaction, and teamwork, both within and
across organizational boundaries, to achieve results that often transcend
specific organizational boundaries. In addition, we have found that high-
performing organizations strategically use partnerships and that federal
agencies must effectively manage and influence relationships with
organizations outside of their direct control. An effective strategy for
partnerships includes establishing knowledge-sharing networks to share
information and best practices.

To collaborate and share information, CHCOs said that OPM could make
better use of the CHCO Council. Human resource directors said that OPM
could facilitate more cormunities of practice at the implementation level
among them. We have reported often on the need to collaborate and share
information as a way to improve agency human capital approaches,
processes, and systems. Specifically, we have made several
recommendations to OPM to work more closely with the CHCO Council to
(1) share information on the effective use of retirement flexibilities, (2) act
as a clearinghouse of information for the innovative use of alternative
service delivery for huran capital services, and (3) more fully serve as a
clearinghouse in sharing and distributing information about when, where,
and how the broad range of human capital flexibilities are being used to
help agencies meet their human capital management needs.” Further, we
have recommended that OPM, in conjunction with the CHCO Council, help
facilitate the coordination and sharing of leading practices related to
efficient administration of the student loan repayment program by
conducting additional forums, sponsoring training sessions, or using other
methods.® For example, our work on the federal hiring process identified
areas where OPM could target its efforts.* OPM has since taken a number

-+ "GAQ, Human Capital: Agencies Are Using Buyouts and Early Outs with Increasing

Fr to Help Reshape Their kf ., GAQ-06-324 (Washington, D.C.: Mar. 31,
2006); GAQ, Human Capital: Selected Agencies’ Use of Alternative Service Delivery
Options for Human Capital Activities, GAG-04-673 (Washington, D.C.: Jun. 25, 2004);
GAO, Human Capital: OPM Can Betier Assist Agencies in Using Personnel Flexibilities,
GAO-03-428 (Washington, D.C.: May 9, 2003).

“GAQ, Federal Student Loan Repayment Program: OPM Could Butld on Its Efforts to
Help Agencies Administer the Program and Measure Results, GAO-05-762 (Washington
D.C.: Jul. 22, 2005).

2GAO, Human Capital: Oppor ities 1o Improve E:
GAO-03-450 (Washington, D.C.: May 30, 2003).

ies’ Hiring Processes,

Page 22 GAO-06-861T



73

of actions to help agencies improve their hiring processes. With respect to
improving agency hiring processes and use of human capital flexibilities,
we reported that the CHCO Council should be a key vehicle for this
needed collaboration. For exaraple, OPM, working through the CHCO
Council, can serve as a facilitator in the collection and exchange of
information about agencies’ effective practices and suecessful approaches
to improved hiring® To address the federal government’s crosscutting
strategic h capital chall we have testified that an effective and
strategic CHCO Council is vital. We have also reported that using
interagency councils, such as the Chief Financial Officers’ and Chief
Information Officers’ Councils, has emerged as iraportant leadership
strategy in both developing policies that are sensitive to information
concerns and gaining cor and consi follow-through within the
executive branch.®

Agency officials overwhelmingly reinforced a need for OPM to do more to
collaborate and facilitate information sharing with the CHCO Council and
HR directors. A former department-tevel CHCO described the CHCO
Council as “a lost opporturity with little opportunity for dialogue.”
Another CHCO stated that the Council has rarely been used to debate new
human capital policies and has been excluded from major policy debates.
Although, some CHCOs and HR directors pointed to OPM's successful
collaborative efforts through the CHCO Council, such as its assistance to
agencies in the aftermath of Hurricane Katrina, they told us that OPM
misses opportunities to more effectively partner with agencies. While
some human resource directors believed the CHCO Council did provide a
means of sharing information, which is especially useful for the CHCOs
who lack human resources backgrounds, several officials described ways
in which OPM could more effectively use the Council.

A majority of human resource directors we met with told us they would
like to see OPM facilitate the sharing of information and best practices
among HR professionals, as well as CHCOs. Some officials said that OPM
freguently communicates with agencies via fax and e-mail, but does not
bring agencies together as often to share information. Some CHCOs said
they would like to see the CHCO Council interact more with other

#2GAO, Human Cepital: Additional Collab i OPM and A ies Is Key to
Improved Federal Hiring, GAO-04-797 (Washington, D.C.: Jun. 7, 2004).

PGAQ, Human Capitol: Building on the Current Momentwm to Transform the Federal
Government, GAO-4-976T (Washington, D.C.: Jul. 20, 2004).
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governmentwide interagency councils. Also, most HR directors, as well
as, several CHCOs, responded positively to more involvement of agency
HR directors on the CHCO Council. Director Springer said that
raembership on the CHCO Council has been expanded to include a deputy
CHCO position. The inclusion of deputies is an important step toward
building a collegial environment for sharing best practices.

Several agency officials used the SES performance management system
certification process to illustrate what they considered a missed
opportunity for OPM to facilitate agency sharing of information and best
practices, particularly during the certification application submission
process. However, an OPM official told us that it does not provide
agencies with examples of “best practice” certification submissions
because OPM does not want to convey to agencies that there is only one
“right” way to become certified. While OPM is certainly correct about no
one right way, several agencies nevertheless indicated having difficulty
understanding OPM's expectations for agency certification submissions.
In response, one CHCO took the initiative to use one of the CHCO
Academy™ meetings to engender information sharing among agencies with

- the application process. '

Collaboration and information sharing will be critical as human capital
reforms begin to take hold across government. If OPM is to successfully
lead reform, it will need to strategically use the partnerships it has
available to it, such as the CHCO Council and others, as well as develop a
culture of collaboration, information sharing, and working with customers
to understand what they will need from the agency.

OPM’s Strategic and
Operational Plan Includes
a Number of Efforts
Intended to Improve Its
Customer Focus

It is clear from the OPM Strategic and Operational Plan, 20062010 that
issues of customer satisfaction and timeliness in the provision of OPM
common services is an important and compelling customer need. OPM

.. management has indicated that operational goals and activities are

organized as steps in its internal activities or processes to better support
extemal products and services for its customers and stakeholders. For
instance, OPM intends to develop and implement a new common services

“The CHCO Academy was established as a forum for Council members only, to discuss
human resources issues, learn from one another in an informal setting, and share best
practices in the strategic manageraent of human capital. Acad i are scheduled
throughout the year on the third Thursday of the month at the Office of Personnel
Management.
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methodology, to employ performance standards for measuring the delivery
of common services to customers, and to operate under a fully
implemented set of internal delegated authorities and protocols by the end
of fiscal year 2006. OPM management has pointed out that these activities
are also presented in a timeline tracking sheet that is used to make “real
time” changes through continual update of accomplishments. It is OPM's
intent to then inform customers of the agency's success in meeting the
stated customer goals found in the plan within two weeks of each success,
thereby establishing a means of transparency and accountability. OPM
officials told us that to date, the agency is meeting this intent.

Successful organizations establish a communication strategy that allows
for the creation of common expectations and reports on related progress.
Activities intended to provide for better means of communication and
collaboration are also clearly found in the OPM plan. As noted earlier,
OPM is taking steps to improve its internal communication by recently
developing and posting a functional organization directory on its internal
website. OPM also plans to redesign its public website to improve
communication and customer focus by the close of fiscal year 2006. The
OPM plan further states, as a strategic objective, that OPM “will have
constructive and productive relationships with external stakeholders,”
such as Congress, veterans, unions, media and employee advocacy groups.

To better meet external client needs, OPM has an ongoing key related
effort to modermize its retirement systems program. Through this
program, OPM expects to reengineer the various processes that provide
services to retirement program participants that include about 5 million
federal employees and annuitants. One of OPM’s objectivesis to
standardize applications for coverage and eligibility determinations and
benefits calculations, making them specific to customer needs and
accessible to federal agencies and program participants. OPM's Strategic
and Operational Plan contains operational goals related to this
modernization effort. We believe that such a modernization effort is
clearly needed. At the same time, as we have noted in our prior work,
OPM has lacked needed processes for developing and managing
requirements and related risks, while providing sound information to
investment decision makers in order to effectively complete
modernization of this program.” We made recommendations to OPM
regarding establish of it processes needed for effective

“GAO, Office of Pe I M Retirement S Modernization Program
Faces Numerous Challenges, GAO-05-237 (Washington, D.C.: Feb. 28, 2005).

Page 25 GAO-06-861T



76

oversight of the program. OPM agreed that the processes we identified
were essential and noted it is taking steps to address our
recommendations to strengthen these processes.

Performance Culture
and Accountability

Leading organizations have recognized that a critical success factor in
fostering a results-oriented culture is an effective performance
management system that creates a “line of sight” showing how unit and
individual performance can contribute to overall organizational goals and
helping them understand the connection between their daily activities and
the organization's success.” Effective performance management systems
can drive organizational transformation by encouraging individuals to
focus on their roles and responsibilities to help achieve organizational
outcomes. Qur analysis shows that OPM's executive performance
management system aligns the performance expectations of OPM's top
leaders with the organization's goals. OPM sets forth the organization's
goals in its 2006-2010, Strategic and Operational Plan and directly
connects these goals to the performance expectations of top leaders using
performance contracts. Clearly defined organizational goals are the first
step toward developing an effective performance management system.

OPM uses performance contracts to link organizational goals to
performance expectations for senior leaders and holds them accountable
for achieving results. As we have reported, high performing organizations
understand that they need senior leaders who are held accountable for
results, drive continuous improvement, and stimulate and support efforts
to integrate human capital approaches with organizational goals and
related transformation issues.” These organizations can show how the
products and services they deliver contribute to results by aligning
performance expectations of top leadership with organizational goals and
then cascading those expectations down to lower levels, We assessed how
well OPM is creating linkages between executive performance and

«... organizational success by reviewing the performance contracts (Fiscal

Year 2006 Executive Performance Agreements) of the five associate
directors of OPM’s major divisions. We evaluated these performance
contracts by applying selected key practices we have previously identified

“GAQ, Results-Oriented Cultures: Using Balanced Expectations to Manage Senior
Executive Performance, GAO-02-966 (Washington, D.C.: Sep. 27, 2002).

“GAO, Human Capital: Senior Executive Performance Management Can Be
Significantly Strengthened to Achieve Results, GAO-04-614 {Washington, D.C.: May 2004).
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for effective performance management.® We chose these practices
because they are especially relevant to OPM’s current strategic
management efforts. These practices, collectively with others we have
identified in prior work, create a “line of sight” showing how unit and
individual performance can contribute to overall organizational goals.

We found that OPM has implemented several key practices to develop an
effective performance management system for its senior executives:

« Align individual performance expectations with organizational
goals. An explicit alignment of daily activities with broader results is
one of the defining features of effective performance management
systems in high-performing organizations. OPM executive
performance contracts explicitly link individual performance
commitments with organizational goals. Executives are evaluated on
their success toward achieving goals that are drawn directly from the
OPM Strategic and Operational Plan. M es of these achi 1
account for 75 percent of executives’ annual performance ratings. For
example, one associate director’s performance contract includes a
commitment to achieve OPM’s operational goal of having “80 percent
of initial clearance investigations completed within 90 days.”

« Connect performance expectations to crosscutting goals. High-
performing organizations use their performance management systems
1o strengthen accountability for results, specifically by placing greater
emphasis on collaboration to achieve results. OPM's executive
performance contracts achieve this objective by making executives
accountable for OPM-wide goals. In addition to specific divisional
goals, each executive performance contract includes a common set of
“corporate commitments” that transcend specific organizational
boundaries and that executives must work together to achieve. These
commitments are directly linked to the OPM Strategic and Operational
Plan. For example, each executive contract includes a commitment to
“Implement an employee recognition program at OPM by July 1, 2006.”

» Provide and routinely use performance information to track
organizational priorities. High-performing organizations provide
objective performance information to executives to show progress in

®GAQ, Results-Oriented Cultures: Creating a Clear Linkage between Individual
Performance and Organizational Sucecess, GAO-03-488, (Washington, D.C.: Mar. 14, 2003).
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achieving organizational results and other priorities.” OPM is taking a
tactical approach to implementing its Strategic and Operational Plan.
Activities supporting the strategic objectives are listed on an
“Operational Timeline” or tracking sheet that OPM uses, and “real
time” changes are made through continual updates of
accomplishments. According to Director Springer, each OPM division
has a tracking sheet for the specific goals for which they are
accountable. She told us that OPM leadership meets monthly to
review the timeline and to determine if goals have been met or what
progress OPM is making toward achieving their objectives.

e Require follow-up actions to address organizational priorities.
High-performing organizations require individuals to take follow-up
actions based on the performance information available to them.
OPM’s performance contracts include commitments for executives to
respond to resuits from the FHCS. Each associate director is
committed to “Implement {an] action plan to ensure OPM is rated in
the top 50% of agencies surveyed in the 2006 FHCS and the top five
agencies in the 2008 FHCS.” To achieve this goal, each associate
director developed a FHCS action plan for their division to address
employee concerns identified in the 2004 FHCS and the follow-up
focus group discussions.

+ Use competencies to provide a fuller assessment of
performance. High-performing organizations use competencies,
which define the skills and supporting behaviors that individuals need
to effectively contribute to organizational results. Each OPM
executive performance contract includes core competency
requirements for effective executive leadership, which account for 25
percent of annual performance ratings. For example, executives are
responsible for building “trust and cooperative working relationships
both within and outside the organization.”

... OPM's executive performance contracts incorporate these key practices of
performance management, and the agency must build on this progress and
ensure that its SES performance management system is used to drive
organizational performance.

PGAO-04-614.
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OPM Can Build upon
Strong Accountability to
Address Employee
Concerns with its
Performance Culture

OPM can build on its strong system of executive accountability to address
employee concerns with its overall performance culture, as well as
support its internal transformation. OPM has plans to implement new
performance elemenits and standards for all OPM employees to support
the new agency Strategic and Operational Plan. As we have reported,
high-performing organizations use their performance management systems
to strengthen accountability for results.® In the 2004 FHCS, the percent of
OPM employees who agreed that “I am held accountable for achieving
results” was 81 percent; essentially the same as the 80 percent of
employees in the rest of the government agreeing with this statement.
OPM employees' positive view of “being held accountable for achieving
results” can be used to help address employee concerns regarding its
performance culture. For example, a significant decrease occurred
between OPM’s 2002 and 2004 FHCS results on a question that measures
employee perceptions of 1t's focus on organizational goals. The
percentage of OPM employees who agreed that “managers review and
evaluate the organization's progress toward meeting its goals and
objectives,” declined by 17 percentage points from 2002 (69 percent) to
2004 (52 percent). This question was only discussed in a few of the focus
groups, so it is unclear why fewer employees agreed with this statement in
2004. Although limited, these discussions suggest that some employees do
not feel their performance appraisal is a fair reflection of their
performance due to inadequate goals and performance standards, and a
lack of alignment between employee goals and OPM's mission.

OPM plans to address these employee performance concems to ensure
there is a clear linkage between the OPM Strategic Operational Plan,
Division/Office Plans, and individual employee-level work plans. By July
2006, OPM plans to implement new performance elements and standards
for all employees that support the OPM Strategic and Operational Plan.
Already underway, is an OPM beta site (the HCLMSA division) to test its
performance management system to link pay to performance. OPM
officials informed us that as of June 1, 2006, all HCLMSA employees are
now working under new performance plans, consistent with the OPM beta
site requirements.

To maximize the effectiveness of a performance management system, high
performing organizations recognize that they must conduct frequent

®GAO-03-488.
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training for staff members at all levels of the organization,” OPM plans to
develop and implement a core curriculum for supervisory training to
ensure all managers and supervisors are trained in performance
management. Also, OPM is developing a proposal to enhance the
relationships between the huran resources function and raanagers to
assist them in dealing with their human resource issues. If effectively
implemented, these actions should address many of the concerns raised by
focus group participants.

Concluding Remarks

OPM faces many challenges as it seeks to achieve its organizational
transformation and become a high-performing organization. To meet its
current and future challenge to lead human capital across government,
Director Springer has shown leadership commitment to its transformation
by initiating a number of action plans to address employee concerns.
While the steps taken by OPM demonstrate progress in achieving its
transformation, it must continue on this path by closely monitoring and
coramunicating with its employees and customers, expanding its
workforce and succession planning efforts, and continuing to improve its
performance culture and accountability for results. As I have testified on
many occasions, in recent years GAO has leamed a great deal about the
challenges and opportunities that characterize organizational
transformation. From both our own experiences and from reviewing
others' efforts, I look forward to working closely with Director Springer
and assisting Congress as it moves toward the implementation of
governmentwide human capital reform.

Chairman Voinovich, Senator Akaka, and Members of the subcoramittee,
this completes my prepared statement. I would be pleased to respond to
any questions that you may have.

#GAO-03-488.
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For further information regarding this statement, please contact Brenda S.
Contact and Farrell, Acting Director, Strategic Issues, at (202) 512-6806 or
Acknowledgments farrellb@gao.gov. Individuals making key contributions to this statement

include Julie Atkins, Thomas Beall, Carole Cimitile, William Colvin, S.
Mike Davis, Charlene Johnson, Trina Lewis, and Katherine H. Walker.
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Appendix I

Federal Human
Capital Survey, Focus
Groups, and Action
Plans

(450503)

We used the Federal Human Capital Survey (FHCS) and summaries of the
Office of Personnel Management (OPM) focus groups to assess employee
views of OPM’s organizational capacity. OPM conducted the FHCS during
f£all 2004. The survey sample included 276,000 employees and was
designed to be representative of the federal workforce. OPM had 1,539
respondents to the survey. The survey included 88 items that measured
federal employee perceptions about how effectively agencies are
managing their workforces. For more information about the 2004 FHCS
survey see http://www.thes2004.opm.gov/. We reviewed OPM’s analysis of
its 2004 FHCS results and conducted our own analyses of survey results
using 2002 and 2004 FHCS datasets provided to us by OPM. On the basis
of our examination of the data and discussions with OPM officials
concerning survey design, administration and processing, we determined
that the data were sufficiently reliable for the purpose of our review.

In fall 2005, OPM contracted with Human Technology, Inc. to conduct
focus groups to understand factors contributing to employees’ responses
on selected items from the 2004 FHCS and to obtain employees’ ideas for
addressing top priority improvement areas. Employees were randomly

. selected to participate in 33 focus groups with participants from all major

divisions, headguarters and the field, employees and supervisors, and
major OPM installations. The participants in each focus group decided
which topics to discuss by voting for the FHCS questions that “are most
important for OPM to address in order to make the agency a better place
to work.” Questions were divided into three categoeries: leadership,
performance culture, and other dimensions. Participants voted for three
questions in each category and the questions that received the most votes
were discussed by the group. We analyzed summaries of these focus
groups and used the participant comments to illustrate employee
perspectives. We also analyzed recently issued action plans developed by
OPM to address issues identified in the focus groups. These action plans
were approved by OPM’s Director in May 2006 and they list specific

. .actions OPM and each internal division will take along with suggested due

dates for completion.
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Post-Hearing Questions for the Record

Submitted to Director Linda Springer, Office of Personnel Management

Subcommittee on Oversight of Government Management, the Federal Workforce,

and the District of Columbia

“The Right People? Oversight of the Office of Personnel Management”

June 27, 2006

Senator George V. Voinovich

1.

OPM has initiated a significant recruiting campaign, including running advertisements in
Cincinnati, Ohio. Has OPM increased its efforts to educate agency human resources
professionals on available hiring flexibilities? How is OPM assisting agencies
streamline the hiring process? Has OPM worked with interested parties, such as the
Partnership for Public Service following their Extreme Hiring Makeover project, to share
the lessons learned throughout the government?

Yes. OPM has undertaken the following activities to educate agency human resources
professionals about available hiring flexibilities:

1)

2)

3

4)

OPM launched a Federal Hiring Flexibilities Resource Center website which
provides information for agency Human Resources professionals on the following
hiring flexibilities:

a.  Hiring Veterans

b.  Direct Hire Authority
c.  Student Employment
d.  Excepted Service

e.  Category Rating

OPM conducted more than 25 hiring flexibility symposiums in cities across the
country in 2005 and 2006, as well as numerous sessions in Washington, DC, and
a major national Federal human resources conference which was held in
Baltimore in February, 2006. In addition, OPM is providing information on
hiring flexibilities at four key Federal Career Days scheduled for this Fall and also
shared similar information at key Veteran Service Organization annual
conferences during this past summer.

OPM developed category rating training which we presented to several Federal
agencies this year. We are also making course materials available to Federal
agencies for their in-house use.

OPM developed the Career Patterns initiative — a new approach for bringing the
next generation of employees into Federal Government positions. An online
guide introduces the Career Patterns approach to recruiting and offers cutting
edge techniques and planning tools to help agencies recruit and retain talent. As
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part of this roll out, we conducted, and will continue to conduct, workshops with
Federal agencies to help them better understand and implement this initiative.

OPM is streamlining the hiring process through several initiatives:

We implemented a 45-day hiring model for all federal agency non-SES hires and a 30-
day model for Senior Executive Service hires. OPM holds agencies accountable for
achieving these timeframes through the human capital scorecard under the President’s
Management Agenda and as part of OPM’s Strategic and Operational Plan. Most Federal
agencies have now reduced their average hiring times to 45 days for non-SES hires, from
the time an announcement closes to the time an employment offer is made.

OPM and the Chief Human Capital Officer Council have jointly developed two surveys —
the applicant satisfaction survey and the management satisfaction survey -- to assess
satisfaction with the federal hiring process among agency hiring managers and job
applicants. As a result, agencies will be better able to collect, analyze and improve their
hiring practices, and ultimately hire top talent in a more timely manner.

In response to your question, yes, OPM has worked with the Partnership for Public
Service to share lessons learned, both from the Partnership’s Extreme Hiring Makeover
and the OPM hiring makeovers with such agencies as the Veterans Administration, Small
Business Administration, Housing and Urban Development, and the Environmental
Protection Agency. OPM has used results from these makeovers to develop a Hiring
Toolkit website that will be available by the end of 2006. The toolkit will provide case
studies, Frequently Asked Questions, hiring tools, a Makeover Template, and additional
resources.

Part of OPM focuses on selling services to federal agencies, which directly competes
with the private sector. Do you believe this component of OPM compromises OPM’s
ability, integrity, or reputation as being an honest broker for advancing human resources
policy? Does this mission divert necessary time, attention, or resources away from
OPM’’s core responsibility as advisor to the President on human capital policy?

OPM believes its involvement in the delivery of products and services is not a diversion
from its core responsibilities but rather is an integral part of that responsibility. The
agency’s Government-wide perspective and extensive Federal human resources expertise
allow for the unique development of products that benefit all agencies, not just a select
few. This role does not interfere with my ability to serve as advisor to the President on
human capital policy because the products and services themselves assist agencies in
meeting Government-wide human resources policy and in turn, the President’s human
capital goals. In addition, our statutory authority, organizational structure, and internal
procedures ensure our ability to provide human resources services as Congress intended
(ie: on an actual cost basis), through organizational divisions which are separate and
distinct from those divisions receiving appropriated funds for human resources policy
work.
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I have heard in testimony before my Subcommittee a bit of frustration from agencies
due to the length of time it takes OPM to publish regulations. For example, the final
regulations to implement compensatory time for travel still have not been published.
Have you reviewed the process by which OPM issues regulations and identified ways to
improve the process?

OPM makes every effort to promulgate regulations in a timely manner. Consistent with
the requirements of the Administrative Procedures Act, OPM drafts a new regulation as
either a proposed, interim, or final rule, and forwards it to the Office of Management and
Budget for required approval and coordination within the Administration. OMB requires
a minirum of 90 days to review the rule prior to publication. After initial publication, a
public comment period follows whereby any and all interested parties provide statements
to OPM that are taken into consideration when drafting the final regulation. It is not
uncommon for a final rule to be implemented after many months of review and comment
by dozens, sometimes hundreds, of organizations and individuals. In the case of the rules
for implementing the new compensatory time off for travel benefits, OPM chose to
publish interim regulations which became effective on January 28, 2005. Interim
regulations, unlike proposed regulations, have the same force and effect as final
regulations. As stated above, the regulation may be revised further based on public
comments that have been received by OPM. At this time, based on ongoing OMB
review, we are hoping that the final regulation will be published at some point this Fall.

Senator Daniel K. Akaka

1.

Although I understand the need to modernize federal retirement systems, I am concerned
that similar attention is not being given to the Federal Erroneous Retirement Coverage
Corrections Act (FERCCA), which [ cosponsored with Senator Cochran in 1999. As you
know, our bill was included as Title III of the Long Term Care Security Act (PL 106-
265). In order to assess the progress made by the Office of Persormel Management
(OPM) in implementing FERCCA, I would appreciate knowing what actions have been
taken to date, including the number of contracts awarded, the dollar amounts of these
contracts, and what functions are being handled in-house.

I'was pleased to meet personally with your staff following my hearing appearance in
order to provide an update on OPM’s efforts to implement FERCCA. As of this summer,
OPM has contacted 1,739 of the 1,876 Federal annuitants eligible to make a FERCCA-
related determination on retirement benefits. OPM is also reaching out to active Federal
employees who are likewise eligible to make a determination on their retirement benefits.
OPM’s goal is to ensure that all eligible individuals have the information they need from
OPM no later than the end of February, 2007. As described to your staff, OPM has also
been making efforts to provide financial counseling options to the eligible population.
Since 2001, OPM has awarded 4 contracts, only one of which remains in effect. It is with
Economics Systems, Inc. (ESI) and is valued at $2.1 million. The contract is for the
license and maintenance of the EST Calculator, FERCCA counseling, and employee case
processing services to supplement our in-house staff. The functions currently being
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handled by OPM staff are employee and annuitant case processing, answering inquiries
received through OPM’s toll-free FERCCA hotline, interfacing with Federal agencies on
FERCCA training and case status inquiries, and addressing related implementation and
correction issues.

Limited training budgets affect OPM just like other agencies. The 2004 Federal Human
Capital Survey found that 53 percent of OPM employees agreed that they receive the
training needed to perform their jobs. However, this figure is 7 percent lower than the 60
percent of employees for the rest of the government. [understand that OPM is working
to provide more online training to its employees. To me, interactive, instructor-based
training is the right approach for most, if not all, employee training programs. How much
does OPM spend on training for its employees and what type of training is provided?
What areas are covered by OPM’s online training, and has OPM done an assessment of
the programs to determine its effectiveness, as well as weaknesses?

For Fiscal Year 2006, OPM expects it will have spent over $1.5 million training its
employees. However, individuals will also receive training that is not fee based through
in-house training or other free learning experiences conducted in a variety of formats and
media, including instructor-led classroom training, e-learning, residential seminars, self-
paced instruction from video/audio/print/other media, workshops, conferences, and other
events. People learn differently and providing for a wide variety of methods of training
delivery can help meet the needs of individuals with different learning styles. Therefore,
we promote a variety of learning methods for OPM employees, to include online training.

1 believe online learning has several distinct benefits as part of an overall training
delivery strategy. For example, online learning offers a tremendous opportunity to learn
without the limitations of time or location, and students have the flexibility to learn at a
pace that is comfortable for them. Students may also become more self-directed and
responsible for their own learning. And by learning how to negotiate in an online
environment, students learn valuable skills that will serve them well in the workplace and
in their personal lives. We anticipate online course offerings will be expanding in areas
such as business, computer technology, leadership and management, and professional
development skills. It is our judgment that our online training initiatives provide
opportunities that can also maximize the effectiveness of instructor-led training in a
classroom setting. For example, agencies can use online training to handle read ahead
assignments and background or administrative matters pertaining to courses, which can
result in students being better prepared and time being better utilized for the instructor-
based portion in the classroom-based setting.

The effectiveness of all of our training programs will be judged by a variety of metrics,
including formal competency assessments to determine whether identified competency
gaps are being mitigated over time; systematic observation of performance of employees
who complete training; observation of changes in organizational performance; and
conclusions about the impact of the individual’s improved competency on the
organization’s ability to meet goals and objectives.
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OPM’s Human Capital Leadership and Merit System Accountability division received
the largest number of negative responses from OPM employees in the 2004 Federal
Human Capital Survey regarding leaders generating motivation and commitment in the
workforce and in staff having the relevant knowledge and skills to meet the
organization’s goals. As this division is charged with overseeing agency adherence to
merit system principles, including veterans® preference, this is deeply troubling. What
has been done to address the low scores?

The Human Capital Leadership and Merit System Accountability (HCLMSA) Division
moved quickly and aggressively to respond to its FHCS results. Focus groups were held
with Division employees to better understand specific concerns and what the employees
felt should be done. As a result of these discussions, action plans were developed with
specific commitments, timeframes, and designations of responsibilities. Training has
been provided for division managers, and employee performance plans have been revised
to better reflect expectations. Steps were also taken to improve communications and
accountability. In addition, the Division has been restructured to better align program
responsibilities to OPM’s new Strategic and Operational Plan. I am hopeful that as a
result of these efforts, we will see more positive responses from HCLMSA employees
with respect to the 2006 FHCS now underway.

OPM is promoting new career paths in the federal government whereby federal
employees no longer work a 40-hour week for 20 years. Rather, efforts are focused on
part-time or temporary work for those who wish to gain experience or lend expertise to
the federal government. Has OPM reviewed what impact these proposed changing career
patterns will have on federal employee ethics rules and regulations?

The Career Patterns initiative wiil help the Federal Government compete for the workers
needed to carry out agency missions. It recognizes that increasingly workers seek, and
agencies may best be served by, nontraditional, in addition to, traditional employee-
employer arrangements. Additionally, encouraging the employment of retirees, part-
time, temporary and other non-traditional workers broadens, rather than narrows, the
talent pool and skill base engaged in carrying out the work of the Federal Government.
However, the Career Patterns initiative will not compel Federal agencies to hire particular
categories or patterns of workers.

While the Career Patterns initiative will increase the relative percentage of non-
traditional workers, including teleworkers, it is important to note that such workers and
such work arrangements already exist. The Career Patterns initiative will not establish
new classes of workers and I do not believe it will require modification of existing ethics
rules or establishment of new ones. Moreover, this initiative does not imbue any special
privileges, rights, or obligations on workers who are associated with a particular pattern
or who fill a position that has been categorized by Career Patterns. As with any new
initiative, we, of course, will closely monitor implementation efforts and recommend
changes as necessary.
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Congress has provided agencies the flexibility to recruit and retain a high-quality
workforce. However, our subcommittee hearing on the use of these flexibilities indicates
under use because of lack of funding, lack of understanding, or lack of training on the use
of these flexibilities. In addition, for those flexibilities requiring OPM approval, we
routinely hear from agencies that the OPM approval process takes too long. What is
OPM doing to address the timeliness in responding to agencies seeking to use certain
flexibilities? What is OPM doing to educate agencies on these flexibilities, and do you
believe OPM has a responsibility to help agencies budget for their use?

OPM is committed to being a model agency. As part of this effort, we have established
several customer service and timeliness goals under our new Strategic and Operational
Plan to ensure we provide quality, on-time service to all Federal agencies. One of those
goals commits OPM to responding within seven business days when agencies seek
authority to use human capital flexibilities such as direct-hire authority, early retirement
authority or separation incentives (buy outs and early outs), dual compensation waivers,
and extensions of temporary and term appointments. When the situation demands, we
can and do respond even more quickly as we did recently when we approved in one day a
request for dual compensation waiver authority from Customs and Border Protection at
DHS, in order to meet the hiring demands of the President’s Secure Border initiative, We
carefully track response times and make adjustments as needed.

In addition, OPM has provided substantial guidance to agencies to educate them on
various flexibilities. For example, following changes in the law governing recruitment,
relocation, and retention incentives, OPM issued detailed regulations in May, 2005, held
an interagency forum to review the changes, and posted a number of fact sheets and
questions and answers on its website. The only flexibility in those regulations requiring
OPM approval is the waiver of the 25-percent cap on those payments. To date, no
agency has come to OPM requesting a waiver of that cap. OPM recently submitted its
first annual report to Congress on agencies’ use of recruitment, relocation, and retention
incentives for calendar year 2005, as required by section 101(c) of the Federal Workforce
Flexibility Act of 2004. This report showed that these incentives have been effective in
assisting agency recruitment and retention efforts

As another example, OPM has also taken steps to further educate agencies on the use of
student loan repayments as a recruitment and retention tool. OPM hosted interagency
forums, joined with agency program managers to establish an interagency working group,
established an email distribution list to facilitate communication, and shared agencies’
best practices. Moreover, we continue to use the OPM web site to post current guidance
and information on student loan repayments.

Other examples of OPM efforts to educate agency human resources professionals about
available hiring flexibilities include:
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* OPM launched a Federal Hiring Flexibilities Resource Center website which provides
information for agency Human Resources professionals on the following hiring
flexibilities:

a.  Hiring Veterans

b.  Direct Hire Authority
¢.  Student Employment
d.  Excepted Service

e.  Category Rating

* OPM conducted more than 25 hiring flexibility symposiums in cities across the country
in 2005 and 2000, as well as numerous sessions in Washington, DC, and a major national
Federal human resources conference which was held in Baltimore in February, 2006. In
addition, OPM is providing information on hiring flexibilities at four key Federal Career
Days scheduled for this Fall and also shared similar information at key Veteran Service
Organization annual conferences during this past summer.

* OPM developed category rating training which we presented to several Federal
agencies this year. We are also making course materials available to Federal agencies for
their in-house use.

* OPM developed the Career Patterns initiative — a new approach for bringing the next
generation of employees into Federal Government positions. An online guide introduces
the Career Patterns approach to recruiting and offers cutting edge techniques and
planning tools to help agencies recruit and retain talent. As part of this roll out, we
conducted, and will continue to conduct, workshops with Federal agencies to help them
better understand and implement this initiative.

With respect to agency budgeting for use of these flexibilities, it is important to note that
there is not and should not be a one-size-fits-all approach. Agencies with unique
raissions need to decide which flexibilities can be most helpful to them. OPM’s mission,
as stated in our new Strategic and Operational Plan, is to ensure the Federal Government
has an effective civilian workforce. We accomplish this critical objective by providing
agencies human capital advice, leadership, training, and education; delivering human
resources products and services; ensuring compliance with merit systems principles and
protection from prohibited personnel practices; and holding agencies accountable for
their human capital practices. Ensuring that human capital strategies are aligned with
organizational objectives and budget strategies is essential. At the same time, OPM does
not have and should not have the responsibility of deciding for agencies which
flexibilities they must use and how they must budget for use of any such flexibility.

As a long-standing supporter of work-life programs and telework, I am very interested in
your efforts to promote flexible working arrangements for federal employees. However,
with the recent number of data breaches at federal agencies, telework programs have
received increased scrutiny. What is OPM doing to address concerns with data security
while increasing telework opportunities for federal employees?
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As the lead agency for government-wide telework, the Office of Personnel Management
(OPM) provides guidance and assistance to Federal agencies on their telework programs.
In light of the recent security breach experienced by the Department of Veterans Affairs
and other similar problems that have received widespread attention, the Administration
and OPM are assisting agencies in meeting security challenges by stressing the
importance of agency compliance with the Government-wide computer security rules
issued by the Office of Management and Budget and developed by Congress as part of
the Federal Information Security Management Act, Computer Security Act of 1964 and
other OMB guidance. For example OPM educates agencies on the importance of using
computer security standards such as those issued by the National Institute of Standards
and Technology (NIST), especially NIST standard 800-46, in its revised Telework Guide
which outlines the responsibilities of employees and managers for securing Government
property and information. In addition, our 2006 annual telework survey for agencies
requests further background on agency efforts to ensure the security of related equipment.

According to the Equal Employment Opportunity Commission, the number of workers
employed by the federal government who are disabled has decreased 16 percent since
1996. What is OPM doing to address this issue?

In an effort to enhance opportunities for persons with disabilities to become employed by
the Federal Government, OPM published final regulations on July 26, 2006, the 16"
anniversary of the Americans with Disabilities Act, to expand the types of entities from
which an agency can accept proof of disability and certification of an applicant’s job
readiness while simultaneously simplifying and streamlining the process agencies use to
appoirnt these individuals. OPM sent a copy of these regulations to your subcommittee
along with an offer to brief your staff further. We also issued companion guidance on
using the regulation, and we alerted agency Chief Human Capital Officers and special
placement coordinators.

Comptroller General Walker testified that agencies reported a number of concerns
regarding OPM’s administration of the Senior Executive Service pay-for-performance
certification process, such as the lack of consistent and clear guidelines, as well as the
issuance of timely guidance. What is OPM doing to address these issues and ensure that
all agencies are given appropriate, consistent, and timely guidance?

Since the law that mandated SES performance management system certification took
effect in 2004, OPM has worked diligently and consistently with agencies to help them
work through the changes required for all SES performance management systems.
Agencies were at very different places in evaluating executive performance from where
they are today. Before 2004, there were several large agencies operating under a pass fail
system. Today, there are none. Before 2004, the majority of the senior executive service
was paid at the highest levels allowable. Today, there is a marked distribution across the
full pay spectrum. Before 2004, 75% of senior executives were rated at the highest level;
today that number is 43%. The message that OPM has consistently conveyed to agencies
is that SES performance ratings and rewards must be tied to results. It appears that
message has been heard.
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As to timely communication, OPM holds quarterly SES Forums for all agency Executive
Resources managers. These forums include updates on the status and guidance for SES
appraisal system certification. Discussions regarding SES system certification also occur
at the monthly CHCO meetings. OPM’s Human Capital Officers and the staff of OPM’s
Excellence in Performance Management Implementation Group provide in depth
technical assistance and guidance on a daily basis to agencies regarding their specific
systems and executive performance plans.

General Walker’s testimony also notes that OPM’s expertise has declined over the last
decade and that one chief human capital officer believed OPM’s capacity is dependent on
a few key employees. What steps is OPM taking to make sure that as key senior
executives and managers retire or leave OPM that there are others to step into their jobs?

Like other agencies, OPM has been engaged in succession planning for its key personne!
in the event they leave or retire from the agency. This planning has provided a
framework showing the availability of necessary management competencies throughout
OPM. As aresult, OPM’s senior leaders can implement initiatives addressing any gaps
between what is needed and what currently exists. The framework has revealed that for
3% of our mission critical personnel, the necessary leadership competencies are currently
unavailable within OPM. Action plans have been developed to ensure we can address
this gap as we continue to monitor the workforce needs required by our new Strategic and
Operational Plan.

OPM currently assigns one human capital officer as the main contact person to each
agency. However, this action may impede, rather than facilitate, access to timely
technical guidance. Although I know the intent was not to cut off OPM experts from
interacting directly with other agencies, there may be unintended consequences. 1 believe
that restricting access does not foster communication. How well is the current system
working, what metrics are used to support the assessment, and will there be any
reconsideration of current policy?

With the passage of the Chief Human Capital Officers Act in 2002, Federal agency senior
human resources personnel became more responsible and accountable for ensuring
agency policies are implemented consistently within and across departments and
agencies. As the executive administrator of the Chief Human Capital Officers Council,
established by the Act, OPM promotes contact with these senior officials in carrying out
the spirit of the law as passed. OPM does not believe promoting these officials as an
appropriate point of contact for each agency in any way deters communication between
agencies. Rather, we believe it enhances it. As such, we believe we should continue this
additional effort to ensure agency human capital needs are being met by OPM, whether
on a technical or strategic level.
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& G A O Comptroller General

‘Accountabiltty * integrity * Rellabliity of the United States

United States Government Accountability Office
Washington, DC 20548

August 4, 2006

The Honorable George V. Voinovich

Chairman

Subcommittee on OQversight of Government Management,
the Federal Workforce, and the District of Columbia

Commiittee on Homeland Security and Governmental Affairs

United States Senate

Subject: Oversight of the Office of Personnel Management: OPM's Ability to Lead
and Implement Governmentwide Human Capital Reform Efforts

Dear Mr. Chairman:

This letter responds to your July 10, 2006, letter, in which you and Senator Akaka
raised several questions as a follow-up to my June 27, 2006, testimony before your
Subcommittee, entitled Office of Personnel Management: OPM Is Taking Steps to
Strengthen Its Internal Capacity for Leading Human Capital Reform.' The questions,
along with my responses, follow.

Questions from Senator Voinovich

1. Part of OPM focuses on selling services to federal agencies, which directly
competes with the private sector. Do you believe this component of OPM
compromises OPM’s ability, integrity, or reputation as being an honest
broker for advancing human resources policy? Does this mission divert
necessary time, attention, or resources away from OPM’s core responsibility
as advisor to the President on human capital policy?

OPM has the statutory authority both to regulate federal human capital policy and to
offer products and services to federal agencies on a reimbursable basis. While there
may be some conflict between these two responsibilities, such conflicts are likely to
be limited. For most of the services that OPM offers, including staffing, training, and

‘GAO, Office of Personnel Management: OPM Is Taking Steps to Strengthen Its Internal Capacity for
Leading Human Capital Reforni, GAO-06-861T (Washington, D.C.: June 27, 2006).
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consulting, there is no requirement for agencies to use OPM, and agencies are free to
provide the service in-house or to contract with either OPM or the private sector.

Agencies are required to use OPM for some of the services it provides, but in such
cases, the benefits of OPM’s services to federal agencies likely outweigh any
disadvantages. For example, it is useful to both agencies and the public to have a
single listing of all federal job vacancies on the USAJOBS Web Site, for which OPM
assesses fees for maintenance and Web Site enhancements. As another example, in
the Intelligence Reform and Terrorism Prevention Act of 2004," Congress determined
that it made sense for a single agency to process security clearances for federal
employees. OPM performs this service for other agencies on a reimbursable basis.’
Furthermore, the requirement for agencies to utilize OPM for these services does not
preclude OPM from using private sector contractors to support these services. In
fact, OPM has contracted with the private sector for support for both the USAJOBS
Web Site and personnel security clearance investigations.

Finally, it is not unprecedented for a federal agency to provide reimbursable services
and charge fees to agencies and entities over which they have regulatory authority.
For example, the General Services Administration regulates federal employee travel,
federal agency procurement, and federal buildings, while simultaneously providing
related services to agencies on a reimbursable basis.

2. During GAO’s review, did you identify any particular area of concern, or
significant skill gap, that OPM must address in order for it to successfully
lead the federal government’s human capital transformation?

We have reported that strategic workforce planning addresses several critical needs
such as: (1) aligning an organization’s human capital program with its current and
emerging mission and programmatic goals, and (2) developing long-term strategies
for acquiring, developing, and retaining staff to achieve programmatic goals." As you
know, OPM issued its Strategic and Operational Plan, 2006-2010, in March of this
year. While this plan focuses on tangible results, it lacks a clearly defined vision for
OPM’s role in governmentwide human capital reform, and any resources and
competencies needed to fulfill that role are not well articulated. We will be
elaborating on our analysis of OPM’s strategic and operational plan in our
forthcoming report in November 2006. Other key documents that would be useful to

‘Pub. L. No. 108458 (Dec. 17, 2004).

‘We have previously reported concerns regarding OPM's ability to process security clearances due to
the inexperience of its domestic investigative workforce. GAO, DOD Personnel Clearances: New
Concerns Slow Processing of Clearances for Industry Personnel, GAO-06-T48T (Washington, D.C.: May
17, 2006). While OPM reports that it is making progress in hiring and training new investigators, the
agency notes it will take a couple of years for the investigative workforce to reach desired
performance levels. We will continue to monitor the challenges that OPM faces with processing
security clearances for federal employees.

*GAQ, Human Capital: Key Principles for Effective Strategic Workforce Planning, GAO-04-39
(Washington, D.C.: Dec. 11, 2003).
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identifying needed skills and competencies—such as OPM’s strategic human capital
plan—are not available at this time.

It is critical that OPM assesses its mission-critical workforce skills relative to the
human capital reform competencies and needs of the future. OPM will need
expertise in modern performance management systems and compensation if it is to
lead agencies through human capital reforms. Agency Chief Human Capital Officers
(CHCO), human resource (HR) directors, and their staffs we spoke with expressed
concern about OPM’s current workforce capacity and the OPM technical expertise
needed to provide timely and accurate human capital guidance and advice. They also
expressed concern about the loss of OPM employees with technical expertise that
will be needed to effectively assist agencies with future human capital efforts. One
CHCO believed OPM’s capacity depends upon a few key employees, in particular in
the area of innovative pay and compensation approaches. OPM can bridge this gap
between current capacity and future needs by hiring employees with the appropriate
skills and/or contracting these services to knowledgeable providers. We will
continue to monitor the issuance of key documents related to OPM’s workforce,
skills, and competencies, and as noted earlier, we will present our views on OPM’s
strategic and operational plan in our forthcoming report.

Communication and collaboration are also key aspects of OPM’s ability to support
agency human capital reform efforts and establish a consistent reform message.

OPM Director Linda Springer, has stated that she envisioned the OPM of the future as
having a greater emphasis on collaboration and consulting capabilities. Also, OPM’s
CHCO told us that HR specialist positions are difficult to fill. The work of HR
specialists ranges across policy development, consultation and agency outreach, and
operational recruitment and staffing activities. In prior work, we identified the HR
specialist as a mission-critical occupation,’ and HR specialist was also listed as a
mission-critical occupation in OPM’s 2003 human capital plan.

Questions from Senator Akaka

3. Your testimony raised serious concerns with the Human Capital
Leadership and Merit System Accountability (HCLMSA) division at the
Office of Personnel Management (OPM). As you know, this division ensures
that agencies are complying with merit system principles- the backbone of
the federal civil service. What do you believe are the key problems facing the
HCLMSA division and what specifically should OPM do to address issues
there?

As I testified on June 27, the results of OPM's 2004 Federal Human Capital Survey and
a series of follow-up focus group discussions showed that OPM employees overall,
have a number of concerns regarding perceptions of agency leadership, talent and

*GAO, Federal Employee Retirements: Expected Increase Over the Next 5 Years [llustrates Need for
Workforce Planning, GAO-01-509 (Washington, D.C.: Apr. 27, 2001).
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resources, customer focus, communication and collaboration, and performance
culture and accountability. These concerns expressed by employees were greater for
employees in the HCLMSA division, particularly in the areas of leadership and
performance culture. Communication was another area of concern for HCLMSA
employees, and agency officials we met with also identified communication as an
issue that OPM needs to address. Action plans developed by OPM in May 2006
contain a number of actions that OPM has taken and plans to take to address
employee concerns. For example, OPM is planning to improve communication in
general through such means as visits to OPM field locations, brown bag lunches with
the Director, an employee suggestion e-mail box, and Web casts. Action plans
specific to the HCLMSA division include ongoing and planned actions such as
devoting time to employee concerns during existing executive staff meetings and
establishing quarterly cross-divisional meetings to encourage communication and
learning opportunities across divisional lines. Ongoing and planned actions to
address concerns in the area of leadership include implementing a 360 degree tool or
similar assessment for development and feedback to executives and managers and
including employees in defining work objectives and identifying how to achieve them.
The HCLMSA division actions plans also include a number of ongoing and planned
actions to address employee concerns in the area of performance culture. We believe
that these ongoing and planned actions are appropriate and should help OPM address
a number of the agency’s management challenges. OPM leadership should continue
to monitor the status of these actions and communicate the status and any changes to
OPM employees agencywide.

4. As you know, there is a growing call for replacing the General Schedule
with pay-for-performance. Under current proposals, OPM will be charged
with evaluating agencies’ performance management systems. Do you believe
OPM is ready to do this? If not, what first steps must OPM take to be
prepared to evaluate and certify that agencies are prepared to implement
personnel reform? Do you believe OPM has the staff and resources to
evaluate the performance management system applying to the Senior
Executive Service?

T have concerns regarding OPM'’s current ability to evaluate and certify agency
performance management systems and, as previously stated, whether they currently
have the appropriate workforce skills and staff. We have reported that in order to
move to market-based and more performance-oriented pay systems, executive
branch agencies must demonstrate, and OPM should certify, that agencies have the
institutional infrastructure in place to ensure the pay reform is effectively and equally
implemented. At a minimum this infrastructure includes a modern, effective, credible
and validated performance management system that provides a clear linkage between
institutional, unit, and individual performance-oriented outcomes.” We have also
reported the conclusion of many that the standards and process for defining a job and

* GAQ, Human Capital: Designing and Managing Market-Based and More Performance-Oriented Pay
Systems, GAO-05-1048T, (Washington, D.C.: Sept. 27, 2005).
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determining pay in the federal government are inflexible, outdated, and not
applicable to the jobs of today.’

OPM’s planned actions to address its employee concerns and the management
challenges we have identified through our ongoing work will be key to OPM's ability
to fulfill its mission and role in governmentwide human capital reform efforts. While
the steps taken by OPM thus far demonstrate progress, the agency must continue on
this path by closely monitoring and communicating with its employees and
customers, expanding its workforce and succession planning efforts, and continuing
to create a “line of sight” or alignment and accountability throughout the
organization.

As mentioned before, communication was specifically identified as an area of
concern by agency officials we met with during the course of our ongoing study. A
majority of agency CHCOs and HR directors told us that OPM could improve the
clarity, consistency, and timeliness of its guidance to agencies. Also, several officials
commented that OPM expectations of them were often unclear. These concerns
were clearly illustrated as agencies conveyed their experiences with the SES
performance management system certification process. Our work on high-
performing organizations and successful transformations has shown that
communication with customers and stakeholders should be a top priority and is
central to forming the partnerships needed to develop and implement an
organization's transformation strategies. Specifically, an appropriate customer
communication strategy would include consistency of message and encourage two-
way communication.’

We are continuing to evaluate the SES performance management system certification
process as an illustration of OPM’s ability to assume any broader or additional
responsibilities as part of any proposed human capital reform effort. We are also
reviewing the OPM governmentwide initiative—the Human Capital Accountability
and Assessment Framework (HCAAF)—which OPM describes as its “roadmap for
transformation” as an illustration of OPM’s approach to building agencies’ capacity to
operate in a reform environment and as a tool for governmentwide improvement of
human capital management. We plan to further discuss the SES performance
management system certification process, the HCAAF, and any lessons that might be
learned in our forthcoming report.

5. Your written testimony notes that agencies need sustained leadership
from multiple parties in order to overcome the challenges facing them. This
leadership would come from OPM, the President, the Office of Management
and Budget, Congress, and department and agency leaders. You also state
that “people are critical to any agency’s successful transformation.”
Although I agree that leadership at the top must be engaged in
transformation efforts, I also believe that federal managers and employees,

"GAO, Human Capital: Additional Collaboration Between OPM and Agencies Is Key to Improved
Federal Hiring, GAO-04-797, (Washington, D.C.: Jun. 7, 2004).

*GAO, Highlights of a GAO Forum: Mergers and Transformation: Lessons Learned for a Department of
Homeland Security and Other Federal Agencies, GAO-03-203SP (Washington, D.C.: Nov. 14, 2002).
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as well as their elected representatives, should be brought into the
discussion. Do you agree with that assessment, and at what point do you
believe employees and managers should be a part of the discussion?

I completely agree that federal managers and employees must be brought into each
agency’s transformation efforts. Ibelieve it is absolutely essential to obtain employee
input. We have reported that one practice consistently found at the center of
successful transformations is the involvement of both managers and other employees
to obtain their ideas and gain their ownership for the transformation.” Employee
involvement strengthens the process by including frontline perspectives and allows
them to share their experiences and shape policies and procedures as they are being
developed. Employees should be involved at the beginning of the transformation
process to tap their ideas, understand their interests, and help achieve their buy-in for
the changes that are occurring in the organization.

There are many ways to obtain employee views and feedback as an agency moves
through its transformation process. Employee surveys, focus group discussions, and
mechanisms to obtain employee suggestions, can be effective means to obtain
employee input. To address employee concerns regarding views of senior leaders,
OPM is establishing a process in all divisions to solicit employee input on various
initiatives and setting aside “open door” time for employees to speak with their
managers. Furthermore, in response to the 2004 Federal Human Capital Survey and
2005 OPM focus group discussion, OPM has created an action plan to help employees
better understand how their work fits into the overall mission of the agency by
providing a mechanism to increase employee input to work plans related to its
strategic plan. OPM’s planned actions are important steps in the right direction.

1 appreciate the opportunity to respond to these questions. Ilook forward to working
with the Subcommittee as we progress toward governmentwide human capital
reform.

incerely yours,

m o

David M. Walker
Comptroller General
of the United States

(450520)

*GAO-03-293SP.
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