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MERIT PRINCIPLES GOVERNING THE FEDERAL PERSONNEL SYSTEM

The Civil Service Reform Act {(Pub.L. No. 35-454, 92 Stat, 111 (1978}) requires that Federal
personnel management be implemented consistent with the following merit principles:

(1) Recruitment should be from qualified individuals frem appropriate sources in an endeavor to
achieve a work force from all segments of society, and selection and advancement should be
determined solely on the basis of relative ability, knowledge, and skills, efter fair and open
campetition which assures that all receive equal oppaortunity.

{2) All employees and applicants for employment should recaive fair and equitable treatrment in
all amspects of personnel management without regard to political effiliation, race, color,
religion, national origin, sex, merital status, ege, or handicapping condition, and with proper
ragard for their privacy and constitutional rights.

{3) Equal pay should be provided for work of equal value, with apprapriate consideration of
both nationel and local rates paid by employers in the private sector, and appropriate
incentives and recognition should be provided for excellence in performance.

{4) All employees should maintain high standards of integrity, conduct, and concern for the
zublic interest.

{5) The Federal wark force should be used efficiently and effectively.

(6) Employees should be retained on the basis of the adequacy of their performance, inadequate
perforrnance should be corrected, and employees should be seperated who cannot or will not
improve their performance to meet required standards.

{7) Employees should be provided effective education and traeining in cases in which such
education and training would result in better organizationa! and individual performance.

{8) Employees should be--

(a) protected against arbitrary action, personal favoritism, or coercion for partisan
political purposes, and

(b) prohibited from using their official authority or influence for the purpose of
interfering with or affecting the result of an election or e nomination for election.

{9) Employees should be protected against reprisal for the lawful disclosure of information
which the employees reasonably believe evidences--

(a) a violation of any law, rule, or regulation, or
(b) mismanagement, e gross waste of funds, an abuse of authority, or a substantial and
specific danger to public haalth or safety.

It is a prohibited personnel practice to take or fail tc take any personnel action when
teking or failing to take the action results in the violetion of any law, rule or ragulation
implermenting or directly concerning these merit principles.

The Merit Systems Protection Board is directed by law to conduct special studies of the
civil service and other Federal merit systems to determine whether these statutory mandates are
being met, and to report to the Congrees and the President on whether the public interest in a
civil service free of prohibited personnel practices is being adequately protected.

These studies, of which this report is one, are conducted by the Office of Merit Systema
Review and Studies.
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EXECUTIVE SUMMARY

In Novermber 1980, the Office of Merit Systems Review and Studies
distributed a comprehensive survey to approximately 1,500 randomly selected
members of the Senior Executive Service. WNearly 1,000 executives completed and
returned the guestionnaires by mid-February [98l. The study focused on the
effectiveness of (CSRA protections against improper political interference in
SES; fairness and equity in the performance appraisal and performance award
systems; and the impact of SE5 ipcentive systems on the attitudes of senior
executives and potential 5ES candidates.

A follow-up survey was conducted through structured telephone interviews
with 100 career SES members during the third and fourth weeks of March 1981,
The purpose of the second survey was to determine how the protections accorded
career members of the Senior Executive Service have worked during the change in
Administrations. :

FINDINGS

Greater Risks for Greater Rewards. [n theory, joining SES meant greater
risks for greater rewards. Thus far, the SES reality appears to be that neither
the greater risks nor the increased rewards have materialized for maost
executives.

Bonus Restrictions and Their Impact. The SES bonus system was designed
to provide strong mopetary ‘incentives for high level performance. But,
restricting bonuses below those originally authortzed by CSRA has seriously
weakened the intended incentive.

) No Motivational Impact. At least half of SES executives have written
off the possibility of receiving bonuses, rank, or cash awards in the
coming year., (Consequently, it appears that the bonus has little -or no
incentive value for half of the executive work force.

L] Favoritism in Bonus Distribution. Equally disturbing is the
perception among executives that a disproportionate share of the
bonuses go to the agencies' top executives or to "management
favorites" who do not deserve them. This perception may well be &
direct result of the restrictions on bonuses. If only a small
frection of those who feel they deserve a bonus can get them, any
method of distributing bonuses will be perceived as inherently
unfair. Likewise, if there are a limited number of bonuses to be
given out, it is highly likely that agency heads will award bonuses to
top level officials first.

. Whether or not favoritism actually exists, the perception that it
does exist undoubtedly breeds dissatisfaction.

Recruitment and Retention. More disturbing is the fact .that other
incentives in the work place mpparently are not enough to attract and retain
competent Federal executives.
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Although executives like their work, better than 80% believe that
there are insufficient SES incentives to retain highly competent
executives.

As many as 46% of current executives say they are considering leaving
the Federal Gavernment within the next two years.

The SES system is alarmingly unettractive to mid-level Federai
employees--the applicant poal from which a large segment of future SES
members will be drawn.

Executive Pay. The ceiling on executive pay has kept all executives at
the same pay level, Continuing the pay cap has serious implications for the SES
compensation system:

The pay cap prevents distinctions in pay despite significant
differences in responsibilities for executives at different levels
within organizations.

Executives may become less willing to accept promotiaons.

The SES will become less and less attractive to candidates from the
mid-level ranks of Government and from the private sector.

Performance Appraisals. On the positive side of the ledger, the
overwhelming majority of those executives who have had a performance appraisal
under SES thought the appraisal was fair. But, for a variety of reasons, it is
clear that the full patential for the SES performance appraisal system is not
being realized.

Concern Over Fairness in the Rating Process. One-fourth of
executives indicate some concern that their immediate supervisors may
not consider factors beyond the executives' control when rating their
performance. Qur study suggests that this concern over the potential
for an unfair rating may be linked to executives' lack of trust and
canfidence in their immediate supervisors, end to how effective they
see their communications being with their bosses.

Impact of Performance Appraisale. Over one-third of executives are
not sure that the results of performance appraisals will actually have
an impact on personne! decisions affecting them personally. There are
several possible explanations for this attitude.

-- Executives' experience with their agencies' performance appraisal
systems in the past may have colored their outlook toward such
systems in general,

--  The present “pay cap" has, in effect, frozen the base salaries of
the executives and eliminated meaningful pay distinctions among
wide ranges of executive responsibility.
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-- Limitations on the number of bonuses have made at least half of
the executive work force feel! they have no real opportunity to
receive a bonus in the coming year.

-- Agencies have apparently not been willing to utilize the
expedited procedures far removel that the SES performance
appraisal process allows, According to information agencies have
provided to OPM, only one career executive has been removed from
SES for poor performance as of July I, 1981,

Safequards Against Politicization, Our study revealed no indications of
broadscale efforts to politicize SES as of the middle of Marech 1981,
Significantly, executives reported that:

. Career employees have not been passed over for executive positions
in favor of Jess qualified candidates from oufside the Federal
Government.

. The vast majority of executives are still willing to provide their
bosses with honest appraisals of their agency's programe, despite the
fact that they have less job security under SES than under the former
supergrade system.

s As of mid-March, there were no indications of widespread abuses of the
120-day pratections against performence appraisals or involuntary
reassignments of career executives.

Although the Board found no indications of major problems with improper
political influence, there were some troubling aress.

Improper Designation of SES Positions. Thirteen percent af executives
holding 'general" positions believe that those positions should be designated
"career-reserved" to protect SES from improper politicel interference or to
maintain public confidence in the impartiatity of the Government, Whether a
position should properly be "career-reserved" or "general" is not always clear-
cut, and the problem may be less severe than the figures might indicate.
Nevertheless, this finding calls attention to the need for a closer and
continuing oversight over the designation of these positions.

Executives Lack of Knowledge About SES Protections. These studies suggest
that many executives do not fully understand the SES system and the protections
CSRA established for career executives. This lack of knowledge may make career
executives more vulnerable to improper political influence, including arbitrary
perscnnel actions.

Bonus Awards Based on Political Affiliation. Cnly & small number (6%) of
all senior executives report one or more instances in the last 12 months where
they believe bonuses or rank awards were given to executives because of partisan
political affiliation. MHHowever, there are significant variations among agencies
in the reported incidence,
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It is important to note that the studies were conducted before the 120-day
protected period for career SES members had expired, when agency heads and many
tap ranking executives in the new Administration were only recently in place or
yet to take office. Consequently, these studies give only a preliminary view of
just how the change in Administrations will ultimately affect career
executives. '

RECOMMENDATIONS

Based on the findings and discussion presented above, the following
recommendations are offered:

I. Congress should consider:

® Lifting the current pay cap on executive pay, and allow the
annual adjustments for executives under Public Law 94-B2 to take
effect.

[ Lifting restrictions on bonuses, and allow them to operate as the
effective incentive they were originally intended to be.

2. As of July !, 1981, anly one of approximately 6,200 career executives has
been removed from the SES for poor performence. This sugqgests that SES's
expedited procedures for the removal of poor performers have not been used
to identify and remove poor performers. Agency heads should review their
agency's performance appraisal system to determine:

- whether executives who perform poorly are being identified
through the appraisal process, and

. if action is being taken to assist any such executives to improve
their performance, to reassign them to positions where they can
perform satis{actorily, or to remove them from SES.

3. This study suggests that executives' concern aver potential unfair ratings
in the performance appraisal process is linked to executives' tack of trust
and confidence in their immediate supervisors and to how effective they see
their communications to he with their bosses. For this reason, agencies
should review their executive development pragrams to determine if adequate
emphasis iz being placed on communication .skills and the performance
appraisal process in management training.

4, OPM should institute a program to:

. determine If agencies have properly designated positions as
"general” or ‘"career-reserved," and require changes in
designation where appropriate;

. establish and publicize communication channels for executives to
use in notifying OPM of positions the executive believes have
been improperly designated as "general";
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s clarify and sharpen existing guidelines if it finds a substantia!l
number of improper designations,

OPM should provide infarmation ta career SES members on the protections
sccorded career executives under SES,

Qutside agencies, such as OPM and MSPB's Office of the Special Counsel,
should publicize the availability of their services regarding complaints of
prohibited personnel practicee in the awarding of bonuses, cash or rank
awards., ‘

Agencies should provide information to all SES members on the purpose and
operation of the agencies' Executive Resources Boards,



A REPORT ON THE SENIOR EXECUTIVE SERVICE
INTRODUCTION

This is the first in a series of reports drawing on the results of the
U.S. Merit Systems Protection Board's {MSPB) first survey of a random sample of
the approximately 6,B00 executives who comprise the Senior Executive Service
(5e5). 1f

The Senior Executive Service includes most managerial, supervisory, and
other policy-influencing or policy-making positions egquivalent to GS5-16 through
Executive Level V in the Executive hranch. Positions excluded by law are those
in the Foreign Service, FBI, Drug Enforcement Administration, and certain
intelligence agencies; administrative law judges; and positions requiring Senate
confirmation.

The SES cedre plays & crucial roleg in the management of the Federal
Government. Although some members are political executives who make policy and
advocate the Administration's programs, the great majority are professional
administrators responsible for planning and managing the day-to-day operations
of Government agencies, including a work force of about 2.2 million
employees. 2/

The Board's Office of Merit Systems Review and Studies conducted the survey
upon which this report is based as part of its program of special studies to
assess whether the civil service is operating in acecord with merit principles,
and is free from prohibited personnel practices., The Civil Service Reform Act
of 1978 (CSRA) directs the Board to conduct such special studies and to report
its findings to the President and the Cangress. 3/

1} CSRA limits the total number of SES and supergrade positions (GS-16/18)
combined to 10,777. Currently, the U.5. Office of Personnel Management has
authorized approximately 8,600 SES positions within the Executive branch. The
number of executives actually employed at a given time typlcally ranges from
6,800 to 7,000.

_2_;‘ Approximately 10% of the SES members have non-career appointments, the
remaining %0% are career members,

_L’:f Pub.L. No. 95-454, 92 Stat. IllI (1978). The mandate to conduct special
studies is found at 5 U,S.C. Section 1205 (a)(3). The General Accounting
Office, U.5. Office of Personnel Management {OPM), and outside groups also
report from time to time on the operations af the merit system. These efforts,
however, focus principally on the technical aspects of these programs, and are
primarily concerned with pragmatic questions of efficiency in program
management. The Board's studies, by contrast, are designed to provide
continuing oversight of how CSRA reforms have affected the health of the merit
system.



Scope of this Report.  This report focuses on:

] the effectiveness of CSRA protections against improper political
interference in SES;

) fairness and equity in the SES performance appraisal and performasnce
award systems; and,

e the impact of 5ES incentive systems on the attitudes of senior
executives and potential SES candidates.4/

Subsequent reports in this series will deal with the incidence of
prohibited personnel practices, executives' views about the adequacy of
"whistleblower" protections, the fairness and effectiveness of Federal employee
selection and placement actions, and other topics germane to the health of the
merit system.,

Procedure for the Survey. The questionnaire used in our survey was
developed in the late summer of 1980, on the basis of extensive interviews and
pretests with executives in & number of departments and agencies. It was
distributed to a random sample of |,5!9 career and non-career SES members in
November [980. Only 67 questionnaires were returned as undeliverable and 579
(or approximately 67% of all who received the questionnaire) had completed and
returned the questionnaire by the cut-off date, mid-February 1981, The
composition of the pool of respondents closely paralleled: that of the entire
SES. About 60% of the respondents elaborated on their answers with written
comments. (Selected examples are included in Appendix A.)

Where this report discusses the collective viewpoints and experiences of
SES members Government-wide, we can be 95% confident that the executives'
attitudes and reported observations are within three parcentage points of what
is reported in the survey results. It should be noted, however, that the report
also caontains tables summarizing the viewpoints and experiences of SES members
in those departments and agencies where we received sufficient responses to
provide statistically reliable information. The possibls range of error in the
data for specific agencies is lerger than for the Government as a whole because
of the smaller number of respandents. Each tahle shows the number of
respondents and possible range of error by agency.

A follow-up survey was conducted through structured telephone interviews
with 100 career SES members during the third and fourth weeks in March 1581,
This survey focused particularly on whether there was evidence that the
statutorily imposed 120-day moratorium on performance appraisals and involuntary
reassignments for career executives following the chanqe in Administrations was
being violated, .

4/ MSPB's initial study did not examine all of the changes which the SES
system was intended to bring about. For example, the study did not explore the
implementation of executive development programs, executive mability, the
operation of Executive Resources Boards, or how effectively the new management
fiexibilities to reassign or remove executives were being utilized.



CHAPTER ONE
MAJOR FEATURES OF THE SENIOR EXECUTIVE SERVICE

Goals of the Senior Executive Service. The Senior Executive Service
replaced the patchwork of the so-called "supergrade" system which existed before
passage of CSRA, Generally speaking, that system included all pasitions
classified at grades GS-16 through G5-18 under the general Federal pay
schedule. However, those positions were neither conceived of nor managed as a
coherent executive corps. The CSRA intended to replace this patchwork by
creating "a cadre of extraordinarily competent and dedicated people who will be
accountable for the execution of Government programs." 5/

The architects of the Senior Executive Service planned that it would
accomplish this goal by:

. Establishing effective performance appraieal systems for exsecutives,

--  Although performance appraisals were required under the former
supergrade system, they often bore little relationship
to actual job requirements, but instead focused on personality
traits. Likewise, ratings under this system were not directly
linked to major personnel management decisions, such as the
individual's leve! of pay.

-- Under the SES system, agencies must establish performance
appraisal systems that:

-- identify the critical elements of each individual's job;
-- specify standards of performance for those elements;

-- link salary, bonuses, and cash awards to the achievement of
specific performance objectives; and

-- serve as a basis for determining whether an executive
will be retained in SES.

5/ Statement by Alan K. Campbell, former Director, U.S. Office of Personnel
Manegement in Senior Executive Service, U.5. Office of Personnel Management,
February 1980, OPM Document }27-56-6.




Providing a compensation system and other conditions of employment
designad to attrect, retain, and motivate highly competent sanior
executives.

The "supergrade" compensation system was one of "rank-in-
position." Each executive's salary was linked directly and
rigidly to the grade level (GS-16, |7, or 18) of the paosition
which the executive occupied, subject to uniform and routinely
granted longevity increases within the psy range af each grade.
The system provided limited opportunity for salary adjustments or
cash awards.

The S5ES system introduced the “rank-in-persan" compensation
system to Federal civilian executives. Agencies have authority
to adjust an executive's base pay within the range of SES pay
rates in order to attrect outside candidates to SES, to retain an
excellent employee who might otherwise leave, to reward
consistently effective performance, or for similar reasons. In
addition, executives may be rewarded for high level performance
with bonuses (currently up to 20% of base salary) and rank awards
(lump sum payments of up to $20,000).

The SES system also provides executives with the opportunity for
sabbaticals, and permits them to accrue unlimited amounts of
annual leave {which may be paid in a lump sum upon the
executive's leaving Federal service).

Providing agency heads greater flexibility in removing executives who
fail to meet performance standards ssteblished by their supervisors.

Under the supergrade system, executives could be removed for poar
performance only through "adverse action" procedures. Those
procedures imposed a heavy burden of proof on the agencies, and
were complicated by the executive's right to appeal both the
merits and the procedure followed in the removal action to the
U.5. Civil Service Commission (CSC), OPM's predecessor,

Under the S5ES system, each agency must establish a Performance
Review Board {PRB). PRB's review the initial appraisal of each
executive's performance made by the executive's supervisor, and
recommend =a final performence rating for each executive.
However, the final decision on the performance rating lies with
the appropriate appointing authority, usually the head of the
agency, who may accept, reject or modify the PRB's
recommendation. Executives may be removed for poor performance,
and have no right of appeal! from such removal, although they are
entitled to an informal hearing before the MSPB.

An executive who believes that his or her remoyal constitutes a
prohibited personnel practice may challenge that remaval by
filing a complaint with the Office of the Special Counsel of the
MSPB. :
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--  Under the SES system, executives with career appointments have
"appeal” rights to MSPB only when they are removed for such
"non-performance" reasons as misconduct, neglect of duty, or
malfeasance in office.

® Providing agency heads greater flexibility in reassigning senior
executives to other positions to best accomplish the agency's
mission.

--  Under the supergrade system, executives could be reassigned to
other positions---even at the same grade levei---only with the
approval of the CSC. Movements of executives to lower-graded
positions, or movements resulting in a reduction in "rank" in the
organization, required the use of the adverse action procedures
described earlier.

-- Under the SES system, agencies may reassign executives to any
other SES position in the asgency for which they are qualified.
There is no requirement for approva! by the U.S. Office of
Personne! Management (OPM).

. Offering increased promotion opportunities to caresr executives.

~- Under the supergrade system, executives had promotion
opportunities to GS-16, 17, or 18 positions. Promotions beyond
these grades teo the Executive Level ranks were rare.

-- The SES system includes the next higher level executive paosition,
Executive Level V, thereby increasing promotion opportunities for
members. SES members may also accept Presidential appointments
to Executive Leve! positions and carry with them their 5ES
status, salary, and benefits. Such executives have guaranteed
fallback rights to SES when their Presidential appointments are
terminated.

(] Mandating the establishment of Executive Resourceas Bosrds (ERB),
composed of agency management officials, to conduct the merit staffing
process for career SES appointees.

-- Under the supergrade system, ERB's were recommended but not
required.

-«  Under the SES system, ERB's review the qualifications of
candidates for executive positions and provide written
recommendations on candidates to the appointing
autharity. 6/

6/ The U. S. Office of Personnel Management also issued guidance recom-
mending that agencies use ERB's to establish the agency's executive personnel
pelicies, and to oversee such functions as executive development, position and
pay management, performance appraisal, awarding bonuses and rank awards, and

discipline and removal of executives,



Safeguards Against Politicizatlon

CS5RA also established specific protections te gquard against
"politicization™ of the SES. They include requirements that:

. No mgore than 10% of SES positions Gavernment-wide, and no more than
25% in any agency, may be filled by non-career executives. (Prior to
CSRA, there were no limitations on the number cof non-career
appointees.)} 7/

& Positions which require impartiality or the publi- 5 confidence in the
impartiality of the Government must be designated as "“career-
reserved.” Such "career-reserved" positions can only be f{illed by
career executives.

. In order to prevent new agency leadership from making premature
personnel decisions affecting career SES members based on insufficient
understanding of the career executive's competence ar the needs of the
agency, career 5ES members may not be:

-- involuntarily reassigned to another position within the agency
for 120 days following the appointment of a new agency head;

-- involuntarily reassigned within 120 days after the appointment of
the executive's irmmediate supervisor, if that supervisor is a non-
career appointee and has authority to reassign the career member;
or

-- given a performance appraisal earlier than 120 days after the
beginning of a new Administratian, ‘

] When a career SES member's performance rating is being reviewed
by the agency's PRB, the majority of the PRB's members must be career
appointees {except in the case of a smaller agency where OPM has
determined that there are not enough career apppointees available to
comply with this provision.) Thus, the FPRB's are intended to act as
buffers against arbitrary or retaliatory personnel actions.

Conversion to 5E5
Federal executives with career or career-conditional appointments who were

employed prior to the date the SES system became effective were given the option
of either converting to SES on July 13, 1979, or declining conversion and

Z’ Career executives have "career appointments,” and are selected through a
campetitive "merit staffing process." Their managerial qualifications must be
approved by the U.5. Office of Personnel Management. Non-career executives have
"mon-career appointments" and are not selected through a competitive "merit
staffing process." Instead, each agency approves its own candidates' technical
and managerial gualifications for the position.
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retaining ‘their current appointment, rights, and bsnefits. Executives in SES-
designated pasitions with excepted appointments or limited executive assignments
were given the option of accepting a non-career SES appointment, 8/

0 About 98% of the incumbents of SES-designated positions chose to enter
SES.

] Those career executives who accepted appointment in the SES are at
least arguably maore “vulnerable" in some ways. For example, SES§
career executives are subject to involuntary remssignments and are
theoretically more wvulnerable to removal for poor performance,
reduction in pay, and demotian than they were under the former
supergrade system. (Whether or not agencies will use these
authaorities widely is yet to be seen.)

. Along with such putatively higher risks for career executives, the SES
system was intended to hold out the potential for increased
compensation (salary increases, bonuses, mnd rank awards), added
benefits (e.g., unlimited annual leave accrual), and promotion to top
policy-making positions.

» On the other hand, executives with non-career appointments under the
former supergrade system who entered SES on a career appointment
gained both more job security and the opportunity far greater
compensation- and benefits,

Executive Compensation

The SES compensation system has not operated as many haped it would under
the laws governing executive pay.

In 1975, the Congress enacted the Executive Salary Cost-of-Living
Adjustment Act (Public Law 94-B2}, requiring the adjustment of congressional and
other top Federal officials' salaries by the same amount as the annual pay
adjustments made in the Civil Servire General Schedule. However, with the
exception of the adjustment in October 1975, the Congress has either voted to
reduce or suspend entirely the salary increases which wpould have occurred had
the law been allowed to operate freely. Conseguently, the salaries af Federal
executives "have fallen drastically behind both the corresponding group in the
private sector from which the Government must recruit its leaders and the
economy in general." 9/ Moreover, the salaries of sll members of the SES
are today "capped” at $50,112.50, even though the SES pay schedule neminally
provides far higher anaual rates.

B/ Federal executives with "career-type" appointments in the excepted
service, and executives with excepted appointments who also had reinstatement
rights to the competitive service were also given the epportunity to accept a
career SES appointment in July [979.

_9_! The Report of the Commission on Executive, {_egislative, and Judicial
Salaries, December 1980, page 7.
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These limitations have resulted in “pay campression,” a situation in which
all SES members {and in many cases the executive's subordinates) earn the same
basic salary, despite significant differences in individual responsibilities and
authority. Mareover, the pay ceiling has meant that some executives have
accepted "promotions" with no increase in pay.

Linked to this problem are events surrounding the SES bonus system, which
was intended te motivate and reward high level performance by career
executives. The law itself limited bonuses to 20% af the executive'’s basic pay
and restricted awards to no more than 50% of the number of SES positions in the
agency. However, because of concern that agencies might use bonuses to
circumvent the executive pay ceiling and might not award bonuses fairly, the
Congress, in July 1980, restricted the proportion of SES members who could
receive annual bonuses to 25% of SES positions in the agency. Subsequently, OPM
further limited the number of bonuses tg 20% of an agency's SES positions,



CHAPTER TWO
THE MPACT OF SES INCENTIVES

The framers of the CSRA made clear that they viewed the task of reform
principally as one of assuring the rights of the taxpaying public, rather than
merely a balancing of the narrower "rights of employees" and the "flexibilities
of management." 10/ The polar star of the CSRA is the thesis that "the
public has a right to an efficient and effective Government, which is responsive
to their needs as perceived by elected officials.” 11/

This public right to an efficient and effective government is enshrined in
the fifth merit principle, which provides that "the Federal work force should
be used efficiently and effectively." 12/

The 5ES system created by CSRA was understood to be crucial to the
successful attainment of this public right, "Perhaps more than any other
provision in this bill, the Senior Executive Service can provide the framework
to meet the Government's management needs," 13/

In pursuit of this end, CSRA established as the policy of the United States
that:
A Senior Executive Service should be established to
provide the flexibility needed by agencies to recruit and
retain the highly competent and qualified executives needed
to provide more effective management of agencies and their
functions, and the more expeditious administration of the
public business. 14/

Thus, the 5ES is the heartwood of the merit system. After all is said and
done, the Federal Government can only be as "efficient and effective" as this
corps of top career managers. Because of its crucial importance to the health
of the merit system, we were particularly interested in whether the SES is in
fact providing "the flexibility needed by agencies to recruit and retain the
highly competent and qualified executives needed."

10/ S. Rep. No. 95-969, 95th Congress, 2d Session 4 (197B), reprinted in
House Committee an Post Office and Civil Service, 96th Congress, lst Session,
Legislative History of the Civil Service Reform Act of 1978 (Committee Print
No. 96-2, 1979) (hereinafter cited Senate Report).

_l_LI Ido
12/ 5 U.S.C. Section 2301 {b){5)}.

13/ H. Rep. No., 95-1403, 95th Cangress, 2d Session 5 (1978), reprinted in
House Committee on Post Office and Civil Service, 96th Congress, |st Session,
Legislative History of the Civil Service Reform Act of 1978 {Committee Print
No. 96-2, 1979).

14/ Section 3(6), Pub.L., No, 95-454, 92 Stat. 1113 (1978),
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There is qgrave doubt that this

realized.

Federal executives, by their
own report, say that the SES
is not achieving the gosels and
objectives set out by the Reform
Act--that it has had little
positive impact on their
agencies. Only abaut one in
four executives (26%) believe
that SES5 will Iimprove the
aperaticn of their agency.
Shortfalls in meeting the qoals
af the CSRA appear te be linked
directly to the lack of a
credible and effective reward
system for first-rate
performance, To understand
this, it 1is important to
consider why executives chose
to join the SES.

indispensahle end of CSRA is being

SES members...

Agree s Disagree
26%
that SES will improve the operation of
my agency.

“'"Neither agree nor disagree' or ''Have
no basis ta judge"

The single most important inducement for Federzl executives to join SES
was the fact that there was no real alternative; the second major
inducement was the opportunity for bonuses or rank awards. Nearly 7 out
of 10 (67%) executives saw SES as the only viable option available to
them. Many thought that not joining would effectively end their careers,
that they would thereby forfeit future promntions and not be considered to
be "tearn players." More than half {56%) said that the opportunity for major
bonuses or rank awards was quite important to their decision to join, (See

figure on page 17.}
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Executives are very disillusioned with their pay situation; they fsel that
the Congrses and OPM have bresched their promise to pay executives for top
notch performance. Because the Congress and OPM have reduced the number
of bonuses the CSRA oriqinally provided for, SES members believe that the
Congress and OPM have failed to praovide the incentives promised to them
when they joined 5ES5. More than 6 out of 10 (63%) are dissatisfied with
the wey the bonuses and rank awards systems have actually worked out in
practice. Nearly eight out of 10 (78%) executives are dissatisfied with
their pay compared to that of private sector executives, and an even
greater percentage (B1%) are dissatisfied with their opportunity to earn
more in their present position. {See Appendix A for comments concerning
executive compensation,)

8 How satsfied are you wilh the following %, Copederes venyhing how jaotld you s voue
aspects of your job? present time? Your answer muy be based on factors
which were not mentioned above.
100%
1
30 444
70 ] é&t 65
= 60 ] 57% 63
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2 25% 30%
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% % %9, O s, 9 e, ‘-,;% o %2, %:-
- o
° "‘la¥ Tty
©
2
2
Percentages based on respondents who indicated "Wery satisfied' and ’_'Sa{;islflied“ to Q't:estlons
DBB through 8i and '"Completely satisfied,' ''Wery satisfied," and "garisfied" to Question 9.
] indi [ isfi " dissatisfied" to
based espondents who indicated ''Dissatisfied' and 'Very i >
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indi VNei isfi dissatisfied" a
Percentages based on respondents who indicated "Neither satfs fed nor di isfi
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54. Which of the following factors, If any, did you
consider when deciding whether to join SES, and
how important were they to your dexision to join?

100
90 FACTORS IKFLUENCING SENIOR EXECUTIVES'
[ ]+] DECISIONS TO JOIN THE SES
70 67%
60
50
4o
30
20
10
D
10
20
20
40 4
50 4
60 4 . 58%
70
Bo

96
t oozl

15230%

193 18
, 4%

NN

Fefl

55%

2?7 Percentages based on respondents who indlcated that the incentive

4 was “Extremely important' or 'Quite important' ta their initial
decision te jein.

;/r Parcentages based on respondents who indicated that the Tncentive

P4 vas '"Somewhat important'' or "Not important at all'' to their initial

decision to jein.
Percentages based on respondents who indicated '') did not consider it"
or 'l was not aware of jt" inm their inftial decision to join.

NOTE: 1.5% of the respondents reported that the opportunity for unlimited
annua! leave accrual was an importart factor In their decision to
Join SES.




- 18 -

55. How satisfied are you with the changes SES
has brought about in the following areas 23 they
apply to you personally?

100%

30 SENIOR EXECUTIVES' SATISFACTION
8o WITH SES INCENTIVES

70
60
50
4o 77% 70%
30
20
10
9
10
20
30

FAVORARBLE

18%

19% 8% 18% 8%

ARANHERRARRRNIRY

UNFAYORABLE
W
o

ot
Lt

50 4 7h%
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, : ﬁm
Q’Q. %&ﬂﬂ %%z, qk% ‘aq%.
% A

.17/ Percentages based on respondents who indicated they were "Completely
satisfied" or "Generally satisfied" with SES incentives as they have
actualtly played out.

1)
peff

)
ﬂ"tﬁ

P

i

;/ Percentages based on respondents who indicated they were "Generally
,{ dissatisfied' or "Completely dissatisfied" with SES incentives as
they have actually played out.

Percentages based on respondents who indicated '""Weither satisfied nor
dissatisfied" and "Too soon to teil'' to SES incentives as they have
actually played out.
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for the majority of executives, other S5ES incentives--such as the oppor-
tunity for promotion to top policy-making positians, increased job
mobility, unlimited annual leave accrusl, and sabbaticals--were essentially
unimportant inducements for joining SES. Fewer than four in ten (38%)
executives felt the promise of increased promotion opportunities heavily
influenced their decision to join. Fewer than 20% of executives viewed the
opportunity for increased job mobility or sabbaticals as "quite important”
to their decision. And, fewer than 2% reported that the opportunity for
unlimited annual leave accrual was an important factor in their decision to
join SES. Even so, only one out of five {21%) executives were happy with
the way opportunities for sabbaticals have worked out in practice. An even
smaller percentage was satisfied with the changes SES has brought about in
job mobility, promotions to top jobs, and accumulation of annual leave.
{See figure on page 17.)

Despite the overwhelming disillusionment with compensation matters (frozen
base aalaries and reduced bonus opportunities), executives report that they
find a high level of intrinsic satisfaction in their jobs. More than 9 out
of 10 (919%) executives say they are satisfied with their own jobs--the work
itself. 94% say they helieve that taxpayers get their money's worth from
the work they do. FEight in 10 (80%) say they have an opportunity to make
a positive impact in their jobs.

Despite the mitigating

influence of executives? _._—_—_——T

soatisfaction with their work,

senior executives in large SES members...
numbers Iindicate that It Is -
likely they will leave ' Disagree

Gavernment employment in the 81%
next two yeers. More than 8 ats
executives in 10 (81%) said that
there are insufficent incentives
in SES to retain highly
competent executives, Over
one such employee in four (26%)
indicated that it was unlikely

that there are sufficient incentives
in SES to retain highly competent
executives.

£UNeither agree nor disagree' or ''Mave
no basis to judge" -

that they would be working for ——m——

the Federal Government two years
from now.
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even chance that they will leave 12. If you have your own way, will you be work-
Federal employment within two ing for the Federal Government two years fram
years., 15} (See Table 1 on the now?
following page.) 100
Extrapolating these findings to the 901
entire SES population of 80
approximately 6,800 executives, about
1,768 predict that they will leave 70
Government employment within two 60 .
years. (f these, approximately 725 SL%
say they plan to retire; the 501 7
remainder plan to resign. An 40 1 /
additional 20%, or 1,360, say there J /
is an even chance they could leave 30 / 2%
Government employment. In tatal, 4 20%
as many as 3,128 executives (46% 20 % % /
of the executive work force) are 101 / / /
considering leaving their Government 0 7. Z é
jobs during the next two years. - ' u.g e
£ o 2 %
'bm .{/F Q}’@zzg ¢6’
‘L"%T‘f-- 94?"?0- ""o‘“1
%o Y% %
%z %_ . b
~ )
A

15/ These survey r"/I'indings are consistent with the The Report of the Commis-
gsion on Executive, lLegislative, and Judicial Salaries, Decemher 1980, pp.
18-22. According to that report, "depressed compensation levels are leading to
increasing difficulties in both recruiting and retaining appointed and’ top
career Executive branch officials. . . the retirement rate for career employees
at the Executive Level V pay ceiling has increased from 17.6%. of those eligible
to retire during the twelve months ending in March 1978 to an astonishing 57.1%
during the twelve months ending in March 1980. The increase in the retirement
rate for career employees at the pay ceiling between the ages of 55 and 59 is
even greater--from 15.5% of those eligible for retirement during the twelve
months ending in March 1978 to 74.6% during the twelve months ending in March
1980. . . . It is obvious that the dramatic increases in retirement rates for
career employees at the pay ceiling are directly related to the lack of
increaae)s in pay for these employees." (All SES members are currently at the pay
ceiling.
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TABLE 1

Q12. If you have your own way, will you be working for the Federal Government two yeara from now?

Numbsr of RESPONSES LY
SES respondents "Wary likely" or "It couid go "Somewhat unlikely"
Agency for this questian - "Somewhat likely"” go either way' or "Vary unjikely"

Agriculture (54) 80% (s 10%) &/ 7% . 13%
Veterans Administration (48) 7% (+ 12%) 6% 25%
Navy (44) £4% (% 139%) 8% 18%
Environmental Pratection

Agency (46) 59% (+ 13%) 17% 24%
National Asraneutics and

Space Administration (4&) 59% {+ 13%) 15% 26%
Health and Human Servicea (47} 57% {+ 13%) - 19% 23%
WEIGHTED SURVEY AVERAGE (975) 54% -(i 3%) 20% 26%

. All other agencies {240} 53% {+ 3%) 20% 27%

Commerce (54) 52% {+ 12%) % 3%
Justice (29) 52% (+ 17%) 21% 28%
Army (39) 51% (x 15%) | 8% 3%
Qther Department

of Defense {57) 49% {+ 12%) 26% 25%
Treasury {4%) 49% {+ 13%) 27% 25%
Interior {35} 49% (+ 16%) 3% ' 20%
Air Forca (38) 47% {+ 15%) 158% 3%
Traneportation (54} 46% + [2%) - 22% 32%
Energy (57) 44% (+ 12%) 19% 37%
Nuclear Ragulatory

Commiseion (29) 38% {(+ %) 38% 24%

1/ Becsuse the parcentages in each column were rounded to the nearest whole number, the total of the respanses
for a specific agency may not sum ta 100%. ’

2/  The number in perenthesis indicetes the possible error range, at the 95% canfidence level, for the asspcisted
figure. In other words, besed on a sample of this size, one can say with 95% confidence that the error
attributable to sampling anrd other random effects could be up to this meny peresntage points In, either diractian
but there is lsss than 5% chence thet tha “true" figure lies outside the indicated bracket. Due to the error
ranges shown, differsnces betwaen closely-ranked sgencles are not statistically significant.
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Among those already in the SES, a significant number sesem to be having
second thoughts about having joined. One in ten (10%) of current SES
members surveyed said that they would seriously consider leaving the SES to
accept & GS-15 position in their agency in the same kind af work if the
opportunity arose, Another 15% said they were not sure, but might consider
it. :

Among those mid-level employess naot yet in SES but in the pool of candi-
dates who will be expectsd ta someday fill SES positions, SES is becoming
alarmingly unattractive. In 2 separate study conducted by the Office of
Merit Systems Review and Studies, Federal employees in grades GS5-13 through
GS5-15 were asked if the incentives in SES were sufficiently attractive ta
make them want to join if they were offered a "job they would like to
have.” Only one in ten (9%) said definitely yes. Perhaps even more
surprising was the. fact that 40% of these employees said probably or
definitely no. QOverall, only about three in ten (31%) GS-13 to GS-15
employees said they are likely to join SES if offered a job.

==
(Responses from G$=13/15 employees) Jﬂ
13a. Are the incentives of the Senior Executive
Service (SES) sufficiently attractive to make you
want to join the SES, assuming you are offered a
job you would like to have?

]00%
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CHAPTER THREE
SES PERFORMANCE APPRAISAL AND PERFORMANCE AWARD SYSTEMS

One of CSRA's principal goals was to forge within the merit system a strong
link between the individual Federal employee's performance and the rewards and
sanctions of the workplace. This strong link is explicitly articulated in the
sixth merit principle, which provides:

Employees should be retained on the basis of the
adequacy of their performance, inadequate performance should
be corrected, and employees should be separated who cannot
or will not improve their performance to meet required
standards. 16/

The same concept is expressed in another dimension in the third merit
principles, which provides that “appropriate incentives and recognition should
be provided for excellence in performance.” 17/

The CSRA embodied these general concepts intoc specific systems for
performance appraisal and performance awards for the SES. The high hopes of the
architects of these systems were expreds as follows:

In the SES, rank will be based on an executive's
individusal talents and performance, not the pasition,

Evaluation of executives in the SES will be based on
their actual performance., Those whose work is exceptional
will be eligible for performance awards, In addition, the
psychic rewards will be considerable; serving in the SES
will be an honor because it will be earned on merit. Those
executives who cannot or do not-live up Lo its standards
will be removed, but their rights will be pro-
tected. B/ :

We address in this chapter how well the ideal of this fundamental link in
the reformed civil service has been forged on the anvil of reality.

18/ 5 U.S.C. Section 2301 (b){6).
17/ 5 U.S.C. Section 2301 (b)(3).

18/ Senate Report at 11,
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SES performance appraisal systems are in place.

Nearly all (93%) SES

members covered in the survey said that performance standards had been

estabtished for their current position.

Only a handful of executives (7%)

reported that they had no specific standards at the time of the survey.
However, this does not appear to be a serious problem, since it is likely
that factors such as changing job requirements or movement between
positions account for the absence of standards for this small group.

EXECUTIVES REPORTED THAT...

e They have a rather good idea or
know almost exactly what their
standards are (Q 38)

e They developed standards themselves
jointly with their superyisor, or
they had a chance to comment on
standards developed by supervisors

(Q 37)

o Their performance standards are in

place (Q 36)

e Their performance standards are
about right in terms of difficulty
(Q 39)

® Their performance standards are
rational or very rational (Q 40}

¢ The standards cover the most
important elements of the job tc a
very great or considerable extent
(Q 4z2)

® Performance was fairly and
accurately rated—'"mostly"
or ""completely’ (Qug)
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10.  There is no evidence that performance standards are being arbitrarily
imposed. Virtually all {97%) of those with performance standards partici-
pated in some measure in their development. Only 3% said their standards
were developed "untlaterally" by their superiors. (See Table 2 below.)

TABLE 2

37. Who determined your current performence standards?

RESPONSES L/

Y] did, alone."
"l did, primarily, "My immediate
with some contribution ar higher "My immadiate or
from my supervisor," ar level supervisor higher level
Number of "They were jointly determined them supervisor
SES respondents developed, invalving and then asked determined them "Dan't
Agency for this guestion me_and my supervisor," for my comments." upilaterally." know"
Air Force (33) 100% (+ 0%) 2/ 0% ’ 0% 0%
Energy (sD} 100% {+ 0%) . 0% 0% 0%
Agriculture (55) 100% {+ 7%) 0% 0% 0%
National Aeronputics and
Space Adminiatration (a5) 96% {+ &%) 4% 0% %
Other Departmant
of Defenae {56) 950 (+ 5%) 4% 2% 0%
Navy ' (38) 95% {x %) 5% 0% 0%
Transportation (52) 94% (+ 6%) 6% 0% 0%
Treasury (42) 91% (+ B%) 5% 5% 0%
Commerce (46) 91% (x T%) 9% B% 0%
Envirpnmental Protection
Agency : {46} 91% (+ 7%) 7% 2% 0%
WEIGHTED SURVEY AVERAGE (897) B9% (s 3%} R% 3% 0%
Army (38} 9% (+ 10%) B% 3% 0%
Interior (35) B&% (+ 11%) 1% 3% 0%
All other agenciea (213) 86% T+ 3%) 10% 4% 1%
Health and Human Services (84) 84% (+ 10%] 14% 2% 0%
Veterans Administration (a?) TT% {(+ 11%) 15% 9% 0%
MNuclear Regulatory
Commissign (24} 71% (+ 179%) 7% [3% 0%
Justice (28) 68% {(+ 17%) 21% 7% 4%

L/ Becauee the percentages in eech column were rounded to the nearest whole number, the total of the respanses
for s specific sgency may not sum to.!DD%.

2/ The number in parentheeis indicatea the possible error range, et the 95% confidence level, for the sssocisted
figure, In other words, bssed orn & sample of this size, one can ssy with 95% coenfidence that the error
attributeble to sampling and other random effects could be up to this many percentage points in either direction
but there Is less than 5% chence that the "true" figure lies outside the indicated bracket. Due to the error
ranges shown, differences between closely-ranked agencies are not statistically significant.
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i1, Executives have a good understanding of their performance standards and
believe that the standards are rational. The overwhelming majority - (87%)
said the standards against which their performance will be measured are
appropriate for the level of difficulty, 83% said that the standards are
rational, and Bl% said that the standards cover the elements in their jobs
which are most important. {See Tables 3 and 4.) -

g ey |

TABLE 3

@¥. How would your rate your current performance standards with respect to the degree of difficulty you think
they will pose far you?

Number of ___RESPONSEs 1/
SES respondents "Much tao difficait" "Too easy" or
Agency for this guestion "About_right" or "Toa difficult" "Much tap easy"

I. Air Foree {32) 94% (+8%) 2/ % 6%
2. National Aeronautics and

Space Administratian (44) 93% {+ 7%) M 0%
3. All other agencies {212) 9N% {+ 29%) a% 1%
4. Agriculture {55) 91% (x %) 5% 4%
5, Treasury (43) 1% {+ 8%) 2% T%
&. Justice {297 0% {+117) 7% %
7. Veterans Administration (47) 49% (+ 8%) 1% 1%
8, Energy (50} 88% {+ B8%) ’ 10% v 2%
WEIGHTED SURYEY AVERAGE (B94) 87% T+ 3%) 10% 3%
9. Army (36) 86% (x10%) 14% 0%
10. Health and Human Services  (43) B5% {+10%) b 5%
il. Other Department

of Nefense {56) 85% (+ 8%) 13% . %
12, Interior (35) 83% {(+12%) L 1% 6%
13, Environmental Protection )

Agenecy (45} B2% (+10%) 13% 4%
14, Navy (39) 8% {+12%) 16% 3%
I5. Corimerce (45} H0% {«11%) 165 4%
16. Nuclear Requiatory

Cormmissian (25) A0% (+15%) 6% %
17,

Transportation (52) 7% (£109%) 15% 8%

I/ Because the percentages in each column were rounded to the nearest whole number, the total of the responses
for 8 specific agency may not sum Lo 100%.

2/ The number in patenthesia indicates the passible error range, at the 95% confidence level, for the associated
figure. In other words, based aon & sample of this size, one ‘can say with 95% confidence that the error
attributable to sampling and otber random effects could be up to this many percentage points in either direction,
but there is less than 5% chance that the "true" fiqure lies outside the indicated bracket, [Due to the error
ranges shown, differences between closely-ranked agencies are not sta