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MEMORANDUM TO: Chairman Meserve
Commissioner Dicus
Commissioner McGaffigan
Commissioner Merrifield

FROM: Dennis K. Rathbun, Director /RA/
Office of Congressional Affairs

SUBJECT: SENATE GOVERNMENTAL AFFAIRS HEARING ON
PERSONNEL FLEXIBILITY IN FEDERAL AGENCIES (7/17/01)

The Senate Committee on Governmental Affairs, Subcommittee on Oversight of Government
Management, Restructuring, and the District of Columbia continued a series of hearings from
the 106th Congress on the human capital challenge before the Federal Government.  The
Internal Revenue Service and the Department of Defense were given Congressional
authorization to test some programs in order to retain and recruit Federal employees needed to
enhance their mission.  Chairman Durbin (D-IL) was interested in hearing what tools they used
and how they were working.  

Senator Voinovich (R-OH), the Ranking Member, would like to explore a couple of options while
considering civil service reform.  The first option would be to examine the authorities which now 
exist under current law.  Secondly, the Senator would like to see the flexibility given to some
agencies (GAO, IRS, DOD) extended government-wide.

The U.S. General Accounting Office (GAO) Comptroller General, David Walker, testified that
they have made human capital one of their top priorities.  They have found that human capital
shortfalls exist at many Federal agencies due to lack of strategic management.  He said this is
because Federal employees are looked at as a �cost to be cut not an asset to be valued.�  
Mr. Walker suggested a three-phase approach to addressing the human capital problems. 
First, agencies need to be aware of what is available to them under current law; second, the
Administration and Congress should pursue legislation to give agencies the tools and flexibility
to hire, motivate and retain employees; and third, find a way to broaden civil service reforms.

Testifying for the Office of Management and Budget, Deputy Director Sean O�Keefe said the
Office of Personnel Management is preparing a report that will outline what flexibilities are
currently in place, assess and evaluate the agencies who were given additional authority in
solving the human capital issues, codify management criteria derived from analysis, and
provide recommendations on how to expand flexibilities.
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Along with GAO, the Internal Revenue Service and the Department of Defense were given the
ability to develop and retain a highly skilled and motivated workforce.  Both these agencies said
they greatly benefitted from these flexibilities.  They were able to do this through hiring
individuals at higher pay levels not to exceed the Vice President, buyout and early retirement
authority used to reshape the workforce to better accomplish their missions, and pay banding.  

Mr. Bobby Carnage, the representative for the American Federation of Government Employees
said the personnel crisis was due to downsizing and the misconception of government
employees.  He strongly urged that changes be made to compensate Federal employees more
in line with the private sector, increase contributions to employees� health benefits, eliminate
arbitrary FTE ceilings, and end contracting out government functions.  The representative from
the National Treasury Employees Union expressed her concern that the Federal Employee Pay
Comparability Act, which was enacted ten years ago, still has not been implemented.  She went
on to say that agencies are not given the funds necessary to utilize the incentive programs
already available to them.

In closing, Chairman Durbin, along with Senator Voinovich, said they will ask the GAO to
provide a report on the effects of outsourcing government jobs.  They would like to know how
many jobs are being contracted out, at what pay level, what are the benefits provided to these
employees, and how are agencies measuring their performance.

The witness list and Senator Voinovich�s statement are attached.  Copies of the testimonies are
available in OCA.
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