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FOREWORD 

The Federal Government employs about 2.8 million civil- 
ians and 2 million active duty military personnel. Direct 
pay for these er.ployees --excluding the Postal Service--is 
estimated at $78.8 billion for 1980. Recent changes in 
civil service laws raise new concerns about how the Federal 
work force is paid and managed. Increasing media attention 
on the size and effectiveness of this work force also raises 
new issues and highlights existing ones. 

This study outlines the major issues associated with 
managing the Federal work force. It is based on the audit 
plans of the Federal Personnel and Compensation Division 
which has responsibility for analyzing these issues. Infor- 
mation on this study and our audit plans can be obtained from 
Joseph Kline, Coordinator for the Federal Personnel Manage- 
ment and Compensation issue area, by calling (202) 275-2997. 

'@+P 
H. L. Krieger 

f-f+ P,, L * 

Director, Federal 
Personnel and 
Compensation Division 
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CHAPTER 1 

INTRODUCTION 

The size, cost, and effectiveness of the Federal work 
force affect the lives of all Americans and people through- 
out the world. It is impossible to address the effective- 
ness and efficiency of Government programs without recog- 
nizing the role of the people who run them. 

The security of the United States and its allies rests 
largely on the competence of military personnel. The civil- 
ian work force works toward resolving problems with food 
production, distribution, and cost; energy development and 
conservation; housing; urban survival; rural viability; unem- 
ployment; crime prevention; the environment; our safety on 
the highways and in the air; and our future in space. It also 
collects taxes, disburses treasury checks, delivers the mail, 
and provides a host of services in education, health care, 
scientific and technological development, and many other 
areas. 

This staff study describes many issues concerning how 
the Federal work force is managed and compensated. 

OVERVIEW--SIZE, COST, AND EFFECTIVENESS 

Size 

About 2.8 million civilian persons, including about 
650,000 Postal workers, comprise the Federal bureaucracy, 
and about 2 million persons are active duty military person- 
nel. However, the number of civilian workers paid with Fed- 
eral funds is larger than 2.8 million persons and far more 
extensive than employment in the executive branch and the 
Postal Service. For example: 

--The legislative and judicial branches employ more 
than 50,000 persons. 

--More than 650,000 persons are employed by contractors 
to operate and maintain Federal installations and 
facilities. 

--Thousands of persons are employed directly and indi- 
rectly as consultants and experts throughout the en- 
tire Federal establishment. 
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--State and local governments employ thousands of con- 
sultants and experts directly and indirectly to ad- 
vise them on federally funded programs and pay them 
through that channel. 

--Thousands of persons affiliated with private and 
State academic institutions are paid with Federal 
funds. 

--A significant portion of the more than 12 million 
State and local government employees are dependent 
on Federal funds for employment. If only one-fourth 
of that number were paid with Federal funds, the size 
of that work force alone would exceed the Federal 
bureaucracy. 

As the following chart shows, Federal, State, and local 
government civilian employment could amount to over 16 per- 
cent of the total employed civilian labor force in 1980. 
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To the recipients of the Study by the Staff of 
the U.S. General Accounting Office entitled "Managing 
the Federal Work Force: Major Issues" (FPCD-80-22): 
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of page 2. 
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There are over 2 million active duty military personnel dis- 
tributed by service and assignment as follows: 

Military Personnel by Service, 

1979 1980 1981 - - 
(estimated in thousands) 

Military personnel: 
End strength: 

Army 
Navy 
Marine Corps 
Air Force 

772 774 774 
522 528 528 
190 189 189 
566 559 559 

Total 2,050 21050 2,050 

In the pay status distributed as follows, 800,000 addi- 
tional persons serve in various reserve components. 

Selected Reserve Military Personnel 

FY 1980 

(thousands) 

Army National Guard 364.7 
Army Reserve 200.3 
Naval Reserve 48.9 
Marine Corps Reserve 33.7 
Air National Guard 93.5 
Air Force Reserve 57.2 

Total g/798.2 
. 

a/Does not add due to rounding. 

The Army and Air Force Reserve components have about 66,000 
technicians who hold a dual status as full-time civilian em- 
ployees assigned to Active Reserve and National Guard units. 
In addition, there are about 358,000 individual ready reserv- 
ists and about 255,000 active and inactive standby reservists. 

cost 

Direct compensation for the Federal work force, exclud- 
ing personnel at the State and local levels paid with Fed- 
eral funds and the U.S. Postal Service, is estimated at 



$78.8 billion for 1980. The Federal work force’s direct com- 
pensation includes regular pay, leave,and holidays, premfum 
pay for overtime, Sunday and holiday pay, differentials for 
nightwork and overseas duty, and flight and other hazardous 
duty pay. Related compensation in the form of personnel 
benefits consists primarily of the Government's contribution 
(as employer) for health insurance, term life insurance, Fed- 
eral retirement and old-age survivors' disability insurance, 
and all workers’ compensation and unemployment compensation 
payments. Additional benefits include severance pay, uni- 
form allowances (when paid in cash), cost-of-living and 
overseas quarters allowances, and, in the case of uniformed 
military personnel, reenlistment bonuses. 

A breakdown of personnel compensation and benefits fol- 
lows. 

Personnel Compensation and Benefits 

1978 1979 1980 
Description actual estimate estimate 

--------(millions)-------- 

Civilian personnel cost61 
Executive branch (note a): 

Direct compensation $37,483 
Personnel benefits 

(note b) 6,286 

Subtotal 43,769 

Legislative and judiciary: 
Direct compensation 671 743 836 
Personnel benefits 64 72 81 

Subtotal 735 815 917 

Allowance for civilian 
pay raise 1,740 

Total, civilian 
personnel costs 44,504 47,455 50,346 

Military personnel costs: 
Direct compensation 
Personnel benefits 

25,041 25,207 
1,844 1,896 

Subtotal 

23,854 
1,736 

25,590 26,885 27,103 

Allowance for military 
pay raise 1,361 

Total, military 
pay costs 

Grand total, personnel costs 

aJExclude8 the Postal Service, 

25,590 

$70,094 

26,885 28,464 

$74,340 $78,810 

reflecting conversion to 

$40,090 $40,751 

6,550 6,938 

46,640 41,689 

independent status, consistent with the Postal Service 
Reorganization Act of 197Q. 

k/Excludes Members and officers of Congress. 
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The following items are significant exclusions from the 
preceding table 

--compensation and benefits for reserve component 
personnel estimated at about $2.4 billion, 

--payments to military retirees which increased from 
$9.2 billion in 1978 to an estimated $11.5 billion 
for 1980, and 

--compensation and benefits for federally funded 
employees at the State and local level. 

Annual total personnel compensation and benefits are 
almost $93 billion without including costs for federally 
funded State and local employees. 

Effectiveness 

Both civilian and military personnel policies have come 
under a great deal of criticism in recent years. Legisla- 
tion has been introduced in both areas. 

The Civil Service Reorganizatiion and the Civil Service 
Reform Act, which were passed in 1978, are expected to bring 
about the most sweeping civilian personnel management changes 
since the passage in 1883 of the original civil service leg- 
islation. They are based largely on a perceived need to 
improve management of the Federal work force. The reorgani- 
zation is intended to resolve long-existing problems of con- 
flicting roles of the former Civil Service Commission (CSC). 
The reform legislation is expected to 

--improve the system's credibility with employees and 
the general public; 

--clarify personnel management roles and responsibili- 
ties; 

--increase merit system protection, including greater 
protection to "whistleblowers"; 

--provide more flexibility for personnel matters in the 
agencies; and 

--increase managerial accountability. 

Effectiveness of military personnel in the present all- 
volunteer environment has also come under criticism. Prob- 
lems have been primarily in the Reserves and include manpower 
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shortages, unqualified people in jobs, and high turnover. 
Some of these problems also exist in the Active Forces. 
Various legislative proposals have been introduced to deal 
with these problems, addressing particularly the Individual 
Ready Reserve and the All-Volunteer Force. None of these 
has passed the Congress. 

The remaining chapters will discuss personnel and pay 
issues in detail. 

. 
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CHAPTER 2 

PROBLEMS AND PROGRESS WITH CIVIL SERVICE 

REORGANIZATION AND REFORM IMPLEMENTATION -- 

Reorganization Plan No. 1 of 1978 transferred many 
functions from CSC to the Equal Employment Opportunity Com- 
mission (EEOC). Reorganization Plan No. 2 of 1978, attempt- 
ing to resolve the conflicting roles of the former CSC, 
established the Office of P.ersonnel Management (OPM) and re- 
designated CSC as the Merit Systems Protection Board (MSPB). 
It also established an independent Federal Labor Relations 
Authority (FLRA). The Civil Service Reform Act of 1978 
brings about extensive changes in the areas of personnel 
management and compensation. 

RESPONSIBILITIES OF NEW AGENCIES 

Merit Systems Protection Board 

MSPB, the successor agency to CSC, is an independent 
agency under bipartisan leadership. It hears and decides 
most types of appeals of Federal employees and applicants 
for Federal employment. It also conducts special studies of 
the competitive service, and, upon request, of other merit 
systems. 

A Special Counsel, located in MSPB, is an independent 
investigator and prosecutor empowered to 

--investigate and prosecute individuals involved in 
prohibited political activities, including Hatch Act 
violations and prohibited personnel practices; 

--investigate charges of reprisal actions against em- 
ployees for lawful disclosure of information related 
to violations of law (whistleblowing); and 

--investigate complaints, if a court finds it warranted, 
against Federal officials for improperly withholding 
information requested under the Freedom of Informa- 
tion Act. 

The legislative mandate of MSPB and the Special Counsel 
to adjudicate appeals, review whistleblowing cases, and take 
disciplinary actions against officials engaging in prohibited 
personnel practices is expected to improve the system’s abil- 
ity to protect employees' rights and to assure that decisions 
and actions are impartial. Although MSPB and the Special 
Counsel's powers are greater in these areas of responsibility 
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than those CSC had, the new organization's strengths depend, 
to a large degree, on their staffing., resources, and actual 
independence. 

Office of Personnel Management 

OPM, the primary agency for the President to carry out 
his responsibilities for Federal work force management, de- 
velops personnel policies governing civilian employment in 
executive branch agencies and in certain agencies of the leg- 
islative and judicial branches. OPM is supposed to provide 
leadership and assistance to Federal agencies in carrying 
out these policies. Many former CSC responsibilities are 
among its functions, including central staffing operations, 
personnel investigations, program evaluation, executive de- 
velopment, and training. OPM administers Federal employee 
retirement and insurance programs and exercises management 
leadership in labor relations, affirmative action, and em- 
ployee utilization. 

Changes of reform and reorganization will give OPM pri- 
marily a policy and service rather than an operational role 
with other agencies. OPM does, however, issue regulations 
and approve certain agency policies --such as their perform- 
ance appraisal systems. OPM is also required to provide 
technical assistance and consultative services to agencies 
with the goal of improving work force management, productiv- 
ity, and the quality of working life; use research and demon- 
stration projects to develop creative personnel management 
policies: and set a proper balance among maintaining merit 
principles, protecting employee rights, and enhancing the 
authority of managers to effectively use their human re- 
sources. 

Federal Labor Relations Authority 

FLRA is an independent establishment in the executive 
branch. It assumed the functions of the Federal Labor Rela- 
tions Council and the Assistant Secretary of Labor for Labor 
Management Relations (except standard of conduct for labor 
organizations) under Executive Order No. 11491,. as amended. 
These include deciding negotiability appeals, exceptions to 
arbitration awards, and investigating and deciding unfair la- 
bor practice complaints. The Federal Service Impasses Panel 
remained a distinct organizational entity within FLRA. The 
FLRA General Counsel is to investigate alleged unfair labor 
practices, make final decisions on unfair labor practice 
complaints, and prosecute such complaints before FLRA. 
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REFORM ACT CHANGES 

The following areas were changed as a result of the 
Reform Act 

--merit sytitem principles and prohibited personnel 
practices, 

--protection of employee rights, 

--adverse action and appeal rights, 

--performance appraisal systems, 

n --delegation of personnel authority, 

--public management research, and 

--intergovernmental personnel programs. 

A Senior Executive Service for Federal executives and 
a merit pay system for mid-level managers and supervisors 
(GS-13 to GS-15) were also established. Below is a summary 
of changes brought about by reform and reorganization. 

Equal Employment Opportunity 

Reorganization and reform changed the roles of those who 
implemented Federal equal employment opportunity policies. 
There is an emphasis in OPM's equal employment opportunity 
program on innovative selection techniques and improving 
upward mobility programs. EEOC handles affirmative action 
plans and equal employment opportunity enforcement functions. 

Senior Executive Service 

The Senior Executive Service covers most employees who 
were in GS-16 to GS-18 positions and many in level IV and V 
positions of the Executive Schedule. It provides incentives 
for executives, such as bonus payments and sabbaticals. It 
also gives agencies more flexibility over the pay and as- 
signments of executives and makes it easier to remove them 
for unsuccessful performance. 

Responsibilities of agencies 

The success of civil service reform depends largely on 
how agencies implement its provisions. The legislation gives 
agencies and line managers within those agencies increased au- 
thority over management of their own personnel--particularly 
in the areas of merit pay, removals, reassignments, and 
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executive pay and development. It also establishes new 
criteria for performance appraisals which require agencies 
to establish systems with preset performance standards and 
increased supervisor-employee communications. Agencies are 
to use these appraisals as a basis for merit pay, reassign- 
ments, removals, and demotions. Agencies must therefore 
make unprecedented adjustments, which could create difficult 
problems. 

NEW CONCERNS 

Civil service reform responds to a perceived need to 
give agencies more flexibility over their own employees and 
managers more responsibility for personnel functions. It 
recognizes that personnel management is an important part 
of program management. But, it also brings with it new 
concerns that include the extent of compliance with merit 
system principles and protection of employee rights; how 
merit system violations are dealt with; the effect of bi- 
lateralism in labor relations: the interrelationship of 
the new personnel organizations: the effects of changing 
from a bipartisan commission (CSC) to a single director 
of personnel; the amount of independence and authority of 
MSPB and FLRA and the adequacy of resources available to 
them; the extent to which merit pay is implemented to re- 
ward the most deserving employees, contribute to agency 
objectives, and avoid abuse; the effects on quality of man- 
agers; the adequacy and application of performance apprais- 
als,@ the effects of increased agency flexibility on employ- 
ees: and the credibility of the new system with employees 
and the public. 
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CHAPTER 3 

PROBLEMS AND COSTS OF RETIREMENT 

POLICIES AND PRACTICES 

Federal retirement programs are a patchwork of inconsis- 
tent systems. The Government has 12 separate retirement sys- 
tems for various groups of employees. In addition, a number 
of Federal organizations, such as Federal Reserve banks, 
have their own retirement systems, and some employees par- 
ticipate in non-Federal retirement systems. 'Certain Federal 
employee groups also receive social security coverage. In 
fiscal year 1978 (the most recent data available), the three 
largest systems --civil service, uniformed services, and for- 
eign service --covered more than 5 million employees and made 
annuity payments totaling about $20 billion. 

MAJOR ISSUES 

Two of the major issues concerning Federal retirement 
proqramsr cost and inconsistent policies, are discussed 
below. 

cost 

Retirement costs and Federal payments to retirement 
funds are increasing sharply. Annuity payments from the 
civil service system increased 279 percent from fiscal year 
1970 to fiscal year 1978 ($10.6 billion in 1978). Federal 
payments to the retirement fund increased about 400 percent 
over the same period ($11.1 billion in 1978). The other 
systems had a similar relative growth. 

The major Federal retirement systems are severely under- 
funded. Reported unfunded liabilities (future obligations 
less future receipts and fund balances) are now around 
$350 billion. For the civil service retirement program sys- 
tem alone, the unfunded liability grew by 240 percent (to 
a total of $180 billion) from fiscal year 1970 to fiscal 
year 1978. This large unfunded liability is the result of 
not funding the costs accruing under some systems and less 
than full funding of the costs accruing under others. The 
Government's largest retirement system (uniformed services), 
for example, does not fund liabilities as they accrue, while 
the second largest system (civil service) attempts to do soI 
but not at full funding. 

The Congress does not receive realistic and consistent 
information on the cost of Federal retirement programs. 
This lack of information impairs its ability to make sound 
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fiscal and legislative decisions on establishing, amending, 
and funding retirement and agency programs. The costs and 
liabilities of Federal retirement programs are much greater 
than the procedures currently recognize. Usually, little 
or no consideration is given to the effect of general pay 
increases and annuity cost-of-living adjustments on ultimate 
benefit payments. This results in a considerable understate- 
ment of costs accruing each year. 

Based on estimates developed by the Office of Manage- 
ment and Budget, unrecognized retirement costs accruing in 
1978 amounted to about $6 billion for the civil service 
retirement system alone. This amount is estimated to reach 
$6.5 billion in 1980. In some Federal retirement programs, 
such as the uniformed services system, none of the currently 
accruing cost is recognized and all annuities are on a pay- 
as-you-go basis. 

Ultimately, the Government must pay costs that employee 
contributions do not cover. When retirement costs are under- 
stated, the costs of Government operations and agency pro- 
grams are also understated. One side effect is the un- 
recognized subsidy that accrues to Government organizations 
whose programs are required by law to be financed by the 
users of their services. Understatement of retirement costs 
may also result in a tendency to adopt benefits which could 
jeopardize the affordability of the retirement systems. 

Inconsistent policies 

The Government has neither an overall retirement policy 
nor an established standard or method to assess the adequacy 
of retirement benefits. Similarly, no uniform practices or 
principles exist for financing Federal retirement systems. 
Moreover, legislative oversight is diffused in that differ- 
ent committees of the Congress have legislative jurisdiction 
over the various systems. 

Federal retirement systems have developed on an inde- 
pendent, piecemeal basis. For example: 

--Each system has its own age and service requirements 
that employees must meet to become eligible for a 
retirement annuity. 

--The benefits payable at retirement vary from system 
to system. 

--The transfers of service credits between retirement 
systems are treated inconsistently. 
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--Each retirement system has differing provisions re- 
garding the amounts reemployed annuitants may receive. 

--There are wide variations in the disability and sur- 
vivor benefit programs of the various systems. 

--Social security coverage is provided to employees 
under some retirement systems. Employees in other 
systems are prohibited by law from participating in 
social security through their Federal employment. 

--Some systems are financed on a contributory basis and 
some on a noncontributory basis; some provide for 
fully funding benefit liabilities as they accrue, 
some provide for partial funding, and others are 
completely unfunded. 

Consequently, many inequities, inconsistencies, and common 
problems exist among the systems. Employees are treated 
differently according to the reiirement system that covers 
them. 

Legislative oversight is also extremely diffuse. For . 
12 of the systems that are clearly federally administered, 
11 committees in the House and 10 committees in the Senate 
could have legislative responsibilities. 

Retirement programs are among the more important and 
costly methods the Government uses to compensate its person- 
nel. The liabilities that accrue under Federal retire- 
ment systems represent a sizable financial commitment of the 
Government. Proper recognition and allocation of these lia- 
bilities must occur as they accrue if the cost of Government 
operations is to be accurately determined. 

. 
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CHAPTER 4 

THE EFFECTS OF FEDERAL PAY PRINCIPLES AND 

PROCESSES ON THE COST AND EFFECTIVENESS 

OF CIVILIAN AND MILITARY PERSONNEL 

In fiscal year 1980 the Federal budget included a total 
of $78.8 billion for direct personnel compensation and bene- 
fits for military and civilian personnel on the Federal pay- 
roll. About 5 million Federal employees are paid under more 
than 100 pay systems and schedules. A substantial, but un- 
determined, amount of Federal funds is also spent for the 
three or four million more people, excluding foreign na- 
tionals whose salaries are paid indirectly through Govern- 
ment contracts, grants, or matching payments for State and 
local governments. 

COMPARABILITY 

The Congress has established for most Government pay 
systems the principle of comparability with pay in the pri- 
vate sector. It has also authorized periodic adjustments to 
(1) assure equity for Federal employees with their counter- 
parts in the non-Federal sector, (2) enable the Government 
to compete fairly with other employers for qualified person- 
nel, and (3) provide a logical and factual standard for set- 
ting Federal pay. 

The Comparability Act of 1970 was enacted to reflect in 
Federal General Schedule salaries the value the non-Federal 
sector places on the jobs at bargaining tables and from 
other pay determination processes, which consider such fac- 
tors as cost of living, standard of living, productivity, 
and strength of employees' bargaining positions. Blue- 
collar pay has been adjusted on the basis of comparability 
since the 1800s; however, a common Federal yage system cover- 
ing all Government wage employees in trade, craft, and labor 
occupations did not take effect until 1968. Before that, 
each Federal agency was responsible for developing its own 
wage rates. In 1972 the Federal wage system was established 
to provide the principles , policies, and processes which pre- 
viously had been handled administratively. 

MILITARY PAY 

The military pay system is a complex patchwork of num- 
erous kinds of pay --basic pay allowances for quarters 
(which is exempt from Federal income tax) and supplemental 
benefits (including retirement). Some are taxable and some 
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. 
are not? some are based on need as well as on rank and 
longevity; and some are provided "in kind" rather than in 
cash. In compensating according to need, individuals' pay 
for the same grade varies widely. Military pay is indirectly 
associated with comparability since the law requires that 
it be increasea by the average increase granted to General 
Schedule employees. 

MAJOR ISSUES 

Controversy over Federal pay is intensified by increas- 
ingly negative public attitudes characterizing Government 
employees as overpaid, wasteful, and unproductive. Annual 
debates over whether Federal employee pay raises should be 
"capped" and over postal worker pay negotiations seem to re- 
enforce these attitudes. These issues will not be resolved 
as long as the public, the Government employee, and the Con- 
gress are unable to fairly assess pay levels and the pay- 
setting process against clearly understood and acceptable 
standards. 

The major problems include 

--failure of Federal systems to provide equal pay for 
equal work (within the Federal work force as well as 
compared to the private sector): 

--the lack of fair and competitive pay and benefits for 
some occupations (the Federal Government overpays Or 
underpays for certain jobs in the labor market); 

--the lack of simple, uniform, understandable, rational, 
and equitable pay-setting processes; 

--different pay (and benefits) for similar jobs depend- 
ing on whether the individual performing the job is a 
"white-" or "blue-" collar civiIian employee, a member 
of the military, a State or local government employee 
paid by a Federal grant or contract, a foreign nation- 
al, or a private individual employed as a Federal con- 
sultant or under a service contract; 

--the compression of Federal executive salaries to lev- 
els far below determinations of comparable salaries; 

--indexing military pay raises to the General Schedule 
adjustments which occur under the comparability proc- 
ess; 

--public and congressional criticism of the complexi- 
ties of the processing of pay, benefits, travel, per 
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diem, allowances, etc., which lead to expensive er- 
rors, inequities, inefficiencies, and opportunities 
for fraud and abuse (the most recently publicized ex- 
amples deal with Federal agency overtime pay abuses); 
and 

--problems with the Comparability Act of 1970, includ- 
ing (1) attempts by the President, which have suc- 
ceeded twice, to bypass the comparability system in 
6 of the 9 years it has been in effect, (2) questions 
over the adequacy of the comparability rates which 
are chosen, and (3) the fact that only two adjust- 
ments under the process have met the legal require- 
ment that they vary by work level. 
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CHAPTER 5 

THE CONTRIBUTION WORK FORCE PLANNING 

AND SOUND ORGANIZATIONAL STRUCTURE CAN MAKE TO 

REDUCE THE SIZE AND COST OF GOVERNMENT 

Work force planning is the process by which Federal 
agencies plan the size and composition of their internal 
work force. This planning is an inherent part of agencies' 
budget preparation and provides the opportunity to determine 
the most cost effective way to organize and accomplish their 
work. Work force planning is becoming an increasingly im- 
portant issue. 

Congressional interest in expanding "Sunset" legisla- 
tion has increased and determining personnel requirements is 
an integral part of this process. Further, there is a wide- 
spread perception that the Federal Government employs too 
many people. The mood of the country is clearly to reduce 
the cost and improve the delivery of Government services. 

MAJOR ISSUES 

Effective work force planning and sound organizational 
structure and staffing patterns provide important ways to 
reduce Government costs by determining the minimum number 
of people needed to accomplish the work. As a matter of 
expediency, and other reasons, Government agencies seem to 
rely on current data (e.g., existing work force size and 
composition and organizational structure) for estimating 
their personnel needs. Varying degrees of historical and 
other substantive data for forecasting workloads and devel- 
oping work force plans exist in some agencies, and very 
little, if any, exist in others. Work force requirements 
appear to be developed by adding to existing work force 
levels a factor for changes in future workloads plus the 
expected impact of the budget process on personnel require- 
ments. Work force size and composition are generally not 
determined according to reasonably sound workload projec- 
tions and efficient organization and staffing patterns. 
Agencies tend to retain organization and staffing patterns 
developed many years ago. The result is often inefficient 
use of very costly and limited personnel resources, high or- 
ganizational overhead, and overstated personnel requirements. 

The March 22, 1977, House Committee on Government Oper- 
I ations report entitled "Extension of Reorganization Authority 

of the President" described the problem this way: 
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"We are living in a period of rapid change which 
inevitably affects the programs and responsibili- 
ties of the Federal Government. Organizational 
structures should be modified to efficiently carry 
out the laws which Congress enacts. Functions 
change, new methods are developed, bureaucratic 
structures become obsolete, new laws are passed." 

The way the Government is organized to accomplish its 
work has been the subject of continued and intensified study. 
The focus has been on the need to streamline Government and 
make it more responsive. Improvements could result from re- 
ducing the size of agency overhead and reducing overall per- 
sonnel requirements or diverting personnel savings to needed 
day-to-day operating activities, consolidating agency field 
offices to reduce administrative overhead and achieve econo- 
mies of scale, reducing one or more of the levels within an 
organization to reduce overhead and speed up delivery of 
service, and consolidating like functions among Federal 
agencies to improve delivery of services and prevent overlap 
and duplication. 

DOD's military support establishment illustrates the 
magnitude of the organizational problems and represents an 
opportunity for streamlining. Its pyramidal hierarchy of 
headquarters and facilities costs over $60 billion annually. 
It includes 48 percent of all active duty military personnel, 
over 90 percent of all Defense civilians, and about 500,000 
contract personnel: a total of 2.5 million people. The 
opportunities for streamlining also appear substantial in 
Federal civilian agencies. 

The extent to which Federal agencies take advantage of 
advanced technological developments affects work force re- 
quirements. The development of electronics and communica- 
tions systems, managerial effectiveness technologies, work 
design, and physical environment must enter.the equation 
in determining work force requirements. However, we have 
seen little sensitivity in this area. 

Finally, unless all employees paid with Federal funds 
are considered in theprocess, work force requirements cannot 
be credibly addressed. As discussed in chapter 1, the work 
force is larger than 2.8 million civilian employees of the 
executive branch and the Postal Service. Consultants and 
State and local government employees paid with Federal funds 
must also be considered. 
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CHAPTER 6 

THE EFFECTIVENESS OF SYSTEMS TO INSURE THE 

ETHICAL CONDUCT OF FEDERAL OFFICIALS 

The public has the right to expect the highest levels 
of integrity and honesty from its public officials. The 
proper performance of Government business and reenforcement 
of the integrity of the Federal decisionmaking process is 
not compatible with public officials' enriching themselves 
financially by virtue of their public service. It is the 
responsibility of and a challenge to the Government to pre- 
vent actual conflicts-of-interest as well as the equally 
corrosive effects of apparent conflicts-of-interest. 

HISTORY OF ETHICS LEGISLATION 

While corruption in Government has existed since the 
beginning of the American political system, only in recent 
years has the Government concerted an effort to control 
abuses of power and position. 

Standards of conduct and requirements for confidential 
financial disclosure were issued in 1965 for officials and 
designated employees of the executive branch. In 1977 cer- 
tain executive branch officials were required to file annual 
public disclosure statements. In addition, the House and 
Senate amended their financial disclosure requirements and 
codes of official conduct to require annual public financial 
disclosures by members, officers, and certain employees. 
The Judicial Conference of the United States, in 1969, 1970, 
and 1973, issued standards of conduct and guidelines for 
confidential and public disclosure for Federal judges. 

In October 1978, the Congress passed, and the President 
signed, the Ethics in Government Act of 1978. This act es- 
tablished new financial disclosure systems in each branch of 
Government, and set up supervising ethics offices in each 
branch. 

REMAINING ISSUES 

Despite the vast amount of legislation and regulations, 
continued examination of the problem and systems to combat 
it are necessary. Improprieties in the establishment, im- 
plementation, and execution of Federal programs and activ- 
ities need to be identified and corrected. Systems need to 
be established and monitored to insure that ethical conduct 
is maintained at its highest level. At the present, the 
governing rules and practices of each of the three branches 
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of Government vary considerably. This inconsistent mosaic 
of regulations is underlined by the fact that there are over 
68 different statutes concerning financial disclosures and 
ethical matters. 

Recent reports by the news media and public in&rest 
groups highlight the need for a thorough examination of the 
conflict-of-interest and ethical standards for Federal offi- 
cials. Currently, there is renewed concern and a demand 
for better and more detailed codes of conduct for elected 
Federal officials, candidates for public office, and se- 
lected high-level Government officials. Widespread un- 
ethical conduct and fraud reportedly exist in the General 
Services Administration. Employees of the Interstate 
Commerce Commission and several other agencies are under 
investigation for accepting gifts from the industries they 
regulate. 

Widespread reports of campaign fund excesses, large 
honorariums, extravagant foreign travel, inadequate disclo- 
sure and reporting practices, and financial relationships 
in conflict with Government interests have aroused public 
concern. The need for reform is apparent. 

There are many unresolved problem areas which cannot 
be readily solved by Government-wide legislation but must 
be resolved according to situations that arise from unique 
agency responsibilities. OPM and its Office of Government 
Ethics need to take the lead in this effort. 



CHAPTER 7 

FEDERAL LABOR MANAGEMENT AND EMPLOYEE 

RELATIONS POLICIES AND PRACTICES--THEIR 

EFFECT ON THE NEEDS OF EMPLOYEES AND MANAGEMENT 

AND ON RESPONSIVENESS TO THE PUBLIC 

The effectiveness and efficiency of Government opera- 
tions are influenced increasingly by labor management and 
employee relations. Collective bargaining in the Federal 
Government has evolved a great deal since 1962 when 
President John F. Kennedy established the Federal Labor 
Management Program by executive order. Since then, the 
number of nonpostal civilian Federal employees organized 
into bargaining units has increased from under 25,000 to 
over 1.2 million, or 59 percent of all nonpostal civilian 
Federal employees. Bargaining extends to matters which 
previously were subject only to unilateral management ac- 
tion. Through negotiation and consultation, a broad range 
of personnel policies and working conditions have come under. 
bilateral decisionmaking. They include the scheduling of 
work hours, overtime and rest periods; leave administra- 
tion; safety and health practices; training and promotion 
policies; and grievance and complaint handling. Pressure 
to expand these areas is certain to continue. 

LABOR MANAGEMENT RELATIONS 
AND PERSONNEL MANAGEMENT 

Because labor management relations exist within the 
framework of the Federal personnel management system, they 
cannot be considered in isolation. Labor relations have a 
vital relationship with the Government's management of its 
work force and a consequent impact on the cost and effective- 
ness of Government operations. The Civil Service Reform Act 
of 1978 and Reorganization Plan No. 2 of 1978 recognize the 
importance of labor management relations by establishing 
the independent FLRA. 

Labor management and employee relations can and will in 
future years affect a broad range of personnel management 
activities. The continued growth of Federal employees or- 
ganized into bargaining units could have an impact on organi- 
zational effectiveness, efficiency, and service to the pub- 
lic. Because of this potential impact, it is important that 
labor and employee relations policies and practices--encom- 
passing collective bargaining, consultation, employee appeal 
and grievance systems, etc. --promote relationships that are 
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constructive and beneficial to the collective interests of 
employees, the accomplishment of agency missions, and the 
efficiency of the agency. Labor management and employee 
relations practices have an appreciable influence on em- 
ployee morale and productivity. 

Numerous other factors demonstrate the significance and 
potential impact of the labor management and employee rela- 
tions policies and programs. For example: 

--More than 1 million employees are covered by almost 
3,000 collective bargaining agreements. 

--More than 1,000 arbitration cases have been decided 
since 1970. Many include an award of backpay to the 
aggrieved employee. 

--The 1970 strike of postal employees revealed that 
actions of organized Federal employees can have a 
serious impact on Government operations, the Nation's 
commerce, and the lives of Americans. 

--Numerous "job actions" by various groups of Federal 
employees, such as air traffic controllers "operat- 
ing by the book" and backlogging air traffic, have 
shown the serious consequences and impact that Fed- 
eral employees can have on the lives of Americans. 

--Despite a recent law prohibiting union representation 
within the military, there is a continued prospect 
for unionization efforts. It is very likely that the 
legislation will be challenged on constitutional 
grounds. ' 

--Federal employee unions have a powerful role in in- 
fluencing legislation, including strong support of 
the Hatch Act amendments. . 

FEDERAL POLICIES 

Federal policies governing the relationships between em- 
ployee organizations and agency management in the executive 
branch were first established by Executive Order No. 10988 in 
January 1962 and were recently given a statutory basis under 
the Civil Service Reform Act of 1978. The Federal Labor Man- 
agement Relations Program's primary intent is to promote the 
well-being of employees and the efficient administration of 
Government by establishing orderly and constructive relation- 
ships between employee organizations and management officials. 
The underlying assumption of the program is that employee- 
management relations can be improved by providing employees 
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with an opportunity for greater participation in developing 
policies and procedures that affect their employment condi- 
tions while maintaining the public interest as the paramount 
consideration. 

The future direction and impact of the Federal Labor 
Management Relations Program are subjects of controversy. 
A common view, however, is that the Program will gradually 
move closer to private sector practices. The following 
changes, should they occur0 would have considerable impact 
on the way the Federal Government operates: 

--the expansion of collective bargaining to include 
wages, fringe benefits, working conditions, classi- 

# fication and job evaluation, and virtually every 
area of personnel management; 

--strikes and other work disruptions, which could have 
significant impact in terms of (1) interruptions in 
the flow of Government goods and services and attempts 
to secure substitute goods and services, (2) third- 
party settlement costs, and (3) lowered productivity, 
as well as hidden or immeasurable costs, such as the 
effect on employee morale: 

--the prospect of unionization or some form of orga- 
nized representation within the military services: 

--the use of flexitime, compressed work schedules, and 
other workhour changes which may radically change 
the way the Federal Government schedules and manages 
its work force; 

--the increased unionization of professional employees 
whose interests go beyond working conditions to man- 
agement policies and practices: 

--the political influence that unions exert on the Con- 
gress and the possibility of union mergers which 
raise the image of “big union" pressure on Federal 
programs; and 

--the increased media criticism of Federal employees 
which may result in greater militarism and strikes 
and/or job actions. 
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CHAPTER 8 

THE EFFECTIVENESS AND EFFICIENCY OF 

DEFENSE MANPOWER MANAGEMENT 

The active duty military force, with about 2.1 million 
members, is the largest standing peacetime force in our 
history. Since 1973 the Department of Defense (DOD) has 
relied on an All-Volunteer Force. DOD has also moved to a 
total force policy which includes reliance on the National 
Guard and Reserves to perform missions at or just after 
mobilization. 

The cost of defense is more than $100 billion a yeart 
and personnel costs comprise more than half of the DOD budg- 
et. It is therefore critical that military manpower be ef- 
ficiently managed. All aspects of the DOD budget are under 
close scrutiny --particularly the effectiveness of military 
manpower. The cost and viability of the All-Volunteer Force, 
the quality of recruits, the high rate of military manpower 
turnover resulting in high cost and negative impact on force 
effectiveness, the effectiveness of military institutional 
training programs which run over $6 billion a yeart and the 
viability of the Reserve and National Guard under the total 
force policy all raise serious questions. 

MAJOR ISSUES 

The following questions are issues in military person- 
nel management that are continuously focused on. 

--Who makes a "good enlisted person?" (Deals chiefly 
with mental category or high school graduate status 
of recruits in the All-Volunteer Force.) 

--Whom should the National Guard and Reserves be trying 
to recruit and how should they be doing it? (A crit- 
ical issue because of the total force policy with in- 
creased reliance on Reserve components, which are ex- 
periencing shortages.) 

--How effective is National Guard and Reserve weekend 
training? 

--What is the manpower effectiveness of the Active 
Forces, National Guard, and Reserves as assessed by 
(1) numbers of positions filled with untrained person- 
nel, (2) numbers of trained personnel not working in 
their skill, (3) staffing, including comparisons of 
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personnel required, authorized, and assigned, and 
(4) internal service evaluations or reports? 

--Does DOD have the ability to handle the influx of 
personnel in the event of mobilization? 

--Is the Individual Ready Reserve a viable manpower 
pool? (This issue became critical when conscription 
was stopped, enlistment tours were lengthened, and 
great shortages of enlisted personnel in the pool be- 
came evident. At the same time, DOD's reliance on 
the pool apparently increased.) 

--What are the causes and costs of turnover, and what 
is needed to lessen turnover in the most cost-effec- 
tive manner? 

Some additional concerns include ways to 

--improve the cost effectiveness of training given in- 
dividuals in military units and to make military 
skill training more cost effective, particularly 
since DOD intends to emphasize on-the-job training; 

--consider management policies and practices from a 
total force perspective since DOD often imposes DOD- 
wide solutions to problems which exist in only one 
service or one elment of the force; 

--identify changes required to assure successful man- 
power accession programs in the long run, given the 
reduced pool of available manpower resources in the 
future! and 

--determine the impact of DOD's special emphasis pro- 
grams on the military's ability to meet national 
security objectives. 
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CHAPTER 9 

EFFECTIVENESS OF THE MILITARY JUSTICE SYSTEM 

The military is considered a separate community needing 
its own legal system to maintain discipline over 1~s 2.1 mil- 
lion members. The military justice system includes actions 
authorized by the Uniform Code of Military Justice, adminis- 
trative personnel actions, and military confinement facili- 
ties. While some laws of this system are similar to civil 
law, others are quite different. The military has developed 
customs and traditions it believes necessary for a disci- 
plined force that differ from those of civilian society. 
Some conduct that may be tolerable in civilian society is 
illegal in the military. Such illegal conduct includes ab- 
sence without leave, disrespect toward superiors, malinger- 
ing, and failing to follow orders. Conviction for such 
crimes can stigmatize the individual once he or she leaves 
the service and enters civilian life. 

COST 

The cost of crime in the military is high. During the 
12-month period ended June 30, 1977, there were over 376,000 
impositions of military justice--this amounts to 1 incident 
for every 6 persons in the services. In addition, over 
20,000 persons were administratively discharged because of 
a misconduct record. Cases involving persons absent without 
leave cost the Government $250 million annually in lost kime. 
While the cost to administer military justice is unknown, it 
is estimated that, for the 12 months ended June 1977, over 
9,000 staff years were expended to administer the system at 
a cost of about $151 million. This estimate does not include 
the cost of facilities and numerous personnel at the base lev- 
el who spend only a portion of their time on military justice 
matters. In addition to such direct costs and costs to build, 
operate, and maintain confinement facilities, there are many 
indirect costs that are difficult to measure, including the 
impact of the system on military readiness. Moreover, many 
costs can only be judged in terms of personal suffering and 
tragedy as reflected by the impact of the system on an in- 
dividual's military career and the stigma of an other than 
honorable discharge when returned to civilian life. 

MILITARY JUSTICE PROCEDURES 

The Uniform Code of Military Justice, the statutory 
source of the military justice system, establishes what con- 
duct is a crime, the various types of military trial and 
appellate courts, and the rights of an accused. The Manual 
for Courts-Martial --an Executive order--sets forth basic 
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procedures for administering military justice. The command- 
ing officer of an individual accused of a crime must normally 
decide what action should be taken. He may impose no punish- 
ment and handle the incident administratively, impose non- 
judicial punishment, or refer the matter to one of three 
levels of courts-martial. Punishment authorized for actions 
under the code include punitive discharges, confinement, re- 
duction in grade, loss of pay, or one of eight other punish- 
ments. 

Administrative remedies are not specifically set forth 
in law but have been designed under broad legal authority of 
the Secretary of Defense and the individual service secre- 
taries. The sanctions consist of (1) administrative dis- 
charges for reasons indicating lack of success or (2) non- 
punitive measures, such as efficiency ratings and reprimands. 
Under the administrative discharge system, there are 3 types 
of discharges covering 4 major reasons, 23 subreasons, and 
over 100 specific reasons. Some have described the adminis- 
trative process as an efficient and expeditious method for 
dealing with troublesome service members, but critics con- 
tend it is not always in the best interests of the individ- 
ual or the Nation and does not provide the safeguards avail-, 
able under the code. 

PROBLEMS OF MILITARY JUSTICE 

There are several problems under the present military 
justice system. For instance, in fiscal year 1976 a board 
which reviews administrative discharges upgraded 3,268, or 
30 percent of the cases it reviewed, indicating that many 
were incorrectly imposed. Because of the discretion allowed 
in applying the nonjudicial or administrative process, execu- 
tion of similar offenses is often inequitable and nonuniform. 
This policy does not seem to serve the cause of justice and 
may result in inequality under the law. The anathema asso- 
ciated with a bad discharge may continue long after the indi- 
vidual leaves the military, affecting his employability as 
a civilian and his eligibility for veterans benefits. Other 
problems follow: 

--No single organization or individual in DOD or the 
services has responsibility for the design and manage- 
ment of the military justice system, nor is there any 
one source that gives an overview of the system and 
explains its organization within each service. 

--A commander can still greatly influence court find- 
ings and sentences. This remains a major criticism 
of the system's fairness. It results primarily from 
the closed nature of the system and the longstanding 
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opinion of the military that commanders need control 
over the justice system to maintain their troops* 
morale and discipline. 

--The court system's organizational structure is the 
target of reform by various legal associations and 
the Congress due to perceived inequities. For exam- 
ple, since there are no "standing courts," a court- 
martial only has jurisdiction when it is convened to 
handle a specific case. Therefore, there is no one 
other than the convening authority--the commanding 
officer who approves the trial of the accused--to 
perform a number of pretrial duties, several of which 
are designed to provide protection for the accused. 

--Uniformity in sentencing for similar offenses is in- 
consistent due to the lack of available guidance. 
Some persons may receive sentences which could stig- 
matize them once they leave the service, whereas 
others may not receive any punishment for the same 
offense. 

--Military services generally operate separate confine- 
ment facilities and establish their own goals and 
operating procedures. There is considerable excess 
confinement capacity. Possibly greater efficiencies 
could be gained through consolidation of facilities 
within DOD and use of excess capacity by the Federal 
Bureau of Prisons. Also, services use different cri- 
teria to make pretrial and posttrial confinement 
decisions. 
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CHAPTER 10 

MORALE, WELFARE, AND RECREATION ACTIVITIES 

FOR FEDERAL EMPLOYEES--MAJOR ISSUES 

The Government operates thousands of morale,' welfare, 
and recreation activities for its employees. About 98 per- 
cent of these activities’are operated by DOD for active duty 
and retired military personnel and their dependents. In ad- 
dition to the DOD activities, other activities are operated 
by the Departments of Agriculture, State,, and Transportation; 
the Panama Canal Company and the Canal Zone Government; the 
U.S. Postal Service; and the National Aeronautics and Space 
Administration. They annually generate about $10 billion 
in revenues. DOD also receives over $900 million in appro- 
priated funds annually to subsidize these activities. 

These activities, often referred to as non-appropriated- 
fund activities, cover many services, ranging from military 
and civilian commissaries to social clubs and dining serv- 
ices. Their purpose is to attract and retain desirable em- 
ployees and to maintain employee morale and effectiveness at 
acceptable levels. They are highly valued by the military 
community, primarily because of the substantial economic 
benefit they provide. 

Morale, welfare, and recreation activities receive con- 
siderable indirect financial subsidies. The Supreme Court 
ruled that these activities, other than private associations, 
are Federal instrumentalities and are therefore exempt from 
income, personal and real property taxes, and sales and ex- 
cise taxes on the goods and services they provide. This pro- 
vides the activities, in effect, with millions of dollars of 
additional subsidies in the form of "lost" Federal, State, 
and local taxes. Because most of these activities are lo- 
cated on federally controlled property, they avoid substan- 
tial real property investments by using Government furnished 
land and buildings. Services, such as sewage, trash, and 
snow removal; some utilities; and grounds and building main- 
tenance are provided for the land and buildings. 

The main issue is: who should be paying for the opera- 
tion of the activities dnd how much? Thus far, funding has 
been largely a political issue. Some have argued that pro- 
viding appropriated funds to operate these activities is 
unjustified and ineffective as a means of acquiring and 
retaining an adequate military and civilian work force. A 
long-term effort designed to provide better guidelines was 

29 



completed recently in DOD. Despite the years of effort, the 
resulting guidelines were no better than before and did not 
fully consider all pertinent factors. 

Government support for morale, welfare, and recreation 
activities was, for a long time, considered in determining 
pay increases for military personnel. Now that military pay 
increases are linked to increases in Federal civilian pay, 
this is no longer true. Nevertheless, the tangible economic 
value of these activities to their patrons remains an inte- 
gral part of the military compensation package and hinders 
military pay reform. 
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CHAPTER 11 

OTHER ISSUES 

Ten additional issues in the Federal pay and personnel 
area are discussed below. 

ARE THE FEDERAL INSURANCE 
PROGRAMS RATIONALLY DESIGNED 
AND EQUITABLY FUNDED? 

Government personnel insurance and related programs in- 
volve a large amount of funds. In 1978 the Federal Employees 
Group Life Insurance program had receipts of $915 million 
and payments of $462 million, the Federal Employees Health 
Benefits program had receipts of $3.2 billion and payments 
of $3.0 billion, and the workers compensation program paid 
benefits that amounted to $626 million. These programs are 
beset by the following problems: 

--The Government does not have single standard health 
and life insurance programs for its personnel. Over 
75 separate health insurance plans are available to 
civilian employees, and their benefits vary consider- 
ably, Military personnel are covered by a separate 
health program. In addition, military and civilian 
personnel are provided different life insurance plans. 
These plans vary in coverage amounts, premium sharing 
ratios between the Government and the employees, and 
postretirement benefits. In view of this myriad of 
insurance programs, there is no assurance that employ- 
ees receive maximum benefits for the costs they in- 
curred or that they are being treated equitably. 

--The life insurance carrier is allowed to hold $50 mil- 
lion in Federal funds as a contingency reserve. The 
carrier has never had to use any of the reserve since 
the contract requires the Government to reimburse the 
carrier for all claims paid in good faith. The car- 
rier's retention of the funds appears unjustified. 

--Costs and caseloads are burgeoning under the workers 
compensation program. Members of Congress, agency 
officials, injured employees, and the press have crit- 
icized the program. From all indications, the pro- 
gram is replete with administrative and design prob- 
lems. 
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DO FEDERAL LEAVE POLICIES FULFILL 
MANAGEMENT AND EMPLOYEE NEEDS AND 
ARE THEY BEING ADMINISTERED PROPERLY, 
CONSISTENTLY, AND EQUITABLY? 

Federal employees receive pay for certain authorized 
absences from work during their regularly scheduled working 
hours. Paid absences include holidays, annual leave, sick 
leave, administrative leave, and other leave such as mili- 
tary leave and court leave. 

Paid absences of Federal civilian employees in 1977 
cost about $7 billion-- about 15 percent of basic pay. On the 
average, employees receive pay for 38.6 days of absences-- 
19.8 days of annual leave, 9.3 days of sick leave, 1.4 days 
of administrative leave, and 8.1 holidays. Similar data on 
military members' pay absences is not available, but in- 
formed sources estimate that military time not worked and 
its associated costs would approximate that of civilians. 

Paid absences constitute a large part of the Federal 
payroll. With billions of dollars being spent annually for 
paid absences averaging almost 2 months per employee, it is 
important that the guiding policies continue to satisfy the 
needs of management and employees and that employing agen- 
cies properly execute those policies to achieve their in- 
tended results. 

ARE EXPENDITURES FOR TRAVELl PER 
DIEM, AND MISCELLANEOUS ALLOWANCES 
EQUITABLE TO EMPLOYEES, TAXPAYERS, 
AND THE GOVERNMENT? 

Expenses such as travel, extraordinary costs, and incen- 
tives associated with overseas duty and change-of-station 
costs, for which employees are not compensated through regu- 
lar pay, are estimated to cost at least $4 billion annually. 
Several problems have arisen in this area. 

Cases of questionable travel surface with enough regu- 
larity to provide a steady source of news stories and rein- 
force the idea that many Government employees are squandering 
public funds. There are indications of increasing outright 
fraudulent travel claims submitted by employees. Despite 
longstanding and ever-increasing restrictions on travel, 
there is substantial room for improvement in eliminating 
unnecessary or marginal trips without reducing travel that 
is essential for meeting agency responsibilities. 

Greater equity among the numerous allowance systems and 
entitlements is also needed. Several agencies are involved 
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in making policies and setting rates. As a result, employ- 
ees working and living in similar circumstances may benefit 
much differently from the allowances that are available. 
The very need for some entitlements should also be evaluated. 

HOW CAN THE INTEGRITY AND 
ECONOMY OF MILITARY PERSONNEL 
RECRUITING BE IMPROVED? 

Reports appear continuously in the news media of fraud- 
ulent practices in military recruiting programs. The Marine 
Corps recently conducted a broad study of its program after 
reports of widespread fraud and abuse in the Ohio recruiting 
area. The results, which were presented at special congres- 
sional hearings, showed a need for numerous changes for pro- 
viding more control over recruiting practices. 

Because of recruiting shortfalls in the Reserves and 
expected problems later in the Active Forces, both the Con- 
gress and DOD are looking for new incentives to obtain the 
number of recruits needed to maintain their end strengths. 
Whether these incentives take the form of higher bonuses or 
educational scholarships, the costs of recruiting will in- 
crease significantly over the next few years. 

ARE CURRENT POLICIES AND PRACTICES 
ASSURING MAXIMUM USE OF TRAINING 
PROVIDED TO MILITARY AND CIVILIAN 
PERSONNEL? 

Even though the Government may recruit "best qualified" 
individuals, agencies must train those persons to perform 
specific types of work effectively and efficiently and pro- 
vide opportunities enabling them to develop the ability to 
assume greater responsibilities. The Government's invest- 
ment may be wasted unless employees make extensive use of 
the training provided. 

Little information exists on tangible benefits realized 
from the Government's investment in training; however, many 
cases have been reported of military personnel who were not 
assigned to duties requiring the skills they acquired through 
training. Many civilians complain that they are not used 
in types of work for which they have become qualified. 

ARE THE CURRENT JOB EVALUATION SYSTEMS 
EQUITABLE TO FEDERAL EMPLOYEES, THE 
GOVERNMENT, AND TAXPAYERS? 

Proper position classification is a key to achieving 
and maintaining the objectives of comparability of pay with 
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the private sector and equal pay for jobs requiring equal 
duties and qualifications. Classification errors and reor- 
ganization have caused many problems for the Federal Govern- 
ment. Improper classification adversely affects employee 
morale, the Government's competitive posture, and th.l integ- 
rity of the classification and pay systems. If Federal jobs 
are overgraded, it can result in unjustifiably higher Fed- 
eral salaries. The average grade has increased over 50 per- 
cent since the existing structure was enacted in 1949--from 
GS-5.25 to GS-8.2 in 1979. Even small increases in the 
average grade level cause tremendous increases in Government 
costs. 

Several actions have been taken to insure that misclas- 
sified employees will not be affected adversly by misclassi- 
fication. The President stated that no employee would be 
hurt by the reorganization. The Civil Service Reform Act 
has permanent save-grade/save-pay provisions. Certain agen- 
cies have been granted authority to delay all downgradings 
from either reorganization or misclassification through 
March 1980. As part of this moratorium on downgradings, the 
administration's guidelines provide that the agencies have 
an aggressive placement program for misclassified employees. 

ARE EFFECTIVE SYSTEMS IN PLACE THAT 
MAXIMIZE USE OF PERSONNEL THROUGH 
SKILL AND JOB REQUIREMENT MATCHING? 

Public perceptions of the Government worker have beccme 
increasingly negative. The bureaucracy is seen as ineffec- 
tive and unresponsive, with poor matching of personnel skills 
with job requirements contributing to its problems. The 
Government needs to study the possibility of making better 
use of personnel by matching abilities more closely to job 
requirements. 

HOW COST EFFECTIVE ARE 
EMPLOYEE ASSISTANCE PROGRAMS? 

By providing appropriate assistance to Federal employ- 
ees who need it, the Government may not only prevent them 
from becoming a burden on society but also benefit through 
the contribution of their restored skills and productivity. 
Programs to place employees displaced by reorganization into 
other jobs, hire handicapped persons, and help employees 
with alcohol and drug problems are efforts in this area. 
Questions are raised as to whether assistance programs such 
as these are effective in relation to their costs. 

34 



HOW MUCH IS IT COSTING IN MONEY 
AND EFFECTIVENESS TO CONTINUE 
INFLEXIBLE PERSONNEL CEILING 
CONTROLS? 

There is general agreement that civilian employment 
must be controlled, but opinions differ about the effective- 
ness of control techniques. The Federal work force should 
be no larger than needed to do the work required to accom- 
plish authorized programs and functions. Funding or program 
limitations seem to be effective ways to control the number 
of persons an agency can employ. However, additional con- 
trols imposed by personnel ceilings deprive an agency of 
management options for accomplishing essential work through 
the most effective, efficient, and economic use of the most 
appropriate type of manpower in specific circumstances. 

Excessive emphasis on limiting the number of persons on 
the Federal payroll may obscure the reality that the Govern- 
ment incurs the cost of getting essential work done regard- 
less of the type of manpower used. Yet the Civil Service 
Reform Act has imposed a statutory ceiling on civilian em- 
ployment in the executive branch. 

There seems to be perception among some Federal workers 
that promotions are based on factors other than merit. This 
perception can seriously undermine the motivation and striv- 
ing for excellence that are critical to effective work per- 
formance. 

Civil service reform legislation provides that promo- 
tions be based on performance appraisals, which judge employ- 
ees against pre-set performance standards, It is yet to be 
seen whether agencies will recognize and reward employees on 
the basis of their performance. The Director, Office of Per- 
sonnel Management, has authority to delegate this and other 
personnel management functions to the heads of agencies. 
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