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OVERVIEW

In order for the Federal Government to efficiently and effectively fulfill its many responsi-
bilities on behalf of the Nation, it is imperative that it attract, motivate, and retain a
highly qualified workforce. Toward this latter goal, it is becoming increasingly clear that
many of yesterday's human resource management policies and programs are inadequate for
the workforce and work environment of tomorrow. One particular area receiving increased
attention is the change in workers’ needs and expectations regarding the balancing of their
work and personal lives. If the Federal Government fails to adequately respond to these
changes, it will be at a competitive disadvantage compared to other major employers.

The ULS. Office of Personnel Management (OPM) plays a key role in managing the
Government’s response to these needs. This report describes some of the major prograns
available and examines OPM's activities in what is commonly called the “work and
family” benefits area. It discusses some praiseworthy OPM initiatives but also finds that

 there remain a number of unmet challenges, unanswered opportunities, and unresolved
policy issues that need to be dealt with at several levels in Government. The report con-
cludes with several recommendations for improving the Government’s attractiveness as an
employer in a reasonable and fiscally responsible manter,

In today’s work environment, the Federal Govern- collectively, these programs are often referred to as
ment and other major employers have found that it “work and family” benefits, although they poten-
is increasingly in their own best interests to offer tially impact all employees—married or single, and
some combination of benefit programs that can with or without children. Changing demographic
assist employees in meeting their personal needs patterns, especially the critical role women have
and obligations while still becoming or remaining a assumed in the American workforce, are helping to
productive member of the workforce. Taken drive this quiet revalution.

A Report by the U.S. Merit Systems Protection Board X1



OVERVIEW

The challenge for the Federal Government is to
respond to these changes in a way that enhances its
ability to recruit, motivate, and retain a well
qualitied workforce while remaining fiscally
responsible. In this regard, OPM, as the
Government’s central personnel managemsant
agency, 1s assigned some major responsibilities.
Working within the laws provided by Congress,
OPM establishes Governmentwide human resource
management policy, guidance, and oversight for a
workforce of over 2 million Federal civilian em-
ployees.

The U.5. Merit Systems Protection Board (MSPB or
Board), an independent Federal agency, hes a
statutory responsibility to provide the President
and Congress with an annual oversight review and
report on OPM’s “significant actions.” Within that
framework, the Board examined various OPM
activities in the work and family benefits area. This
report contains the findings of that review, While it
addresses a variety of programs, the report does
not cover every benefit which could come under
the work and family label (e.g., programs not
covered include health insurance, life insurance,
and retirement programs).

The report acknowledges that in competing for the
quality employees it needs, the Federal Govern-
ment is not always competitive with other employ-
ers. Recent pay reform legislation promises to
phase in some significant and beneficial changes in
Federal white-collar compensation practic2s over
the next several years, which should help with this
problem. However, the availability and judicious
use of work and family benefit programs can also
substantially enhance the Government’s aitractive-
ness as an employer.

Since the possibilities and limitations inherent in
work and family programs vary depending on the
program, much of this report is devoted to an
examination of several major benefit progzams. The
major findings, by program area, are as follows:

X11

Child Care:

This is one of the largest and most visible issues in
the work and family arena today. While there are a
wide range of benefits that could be offered to
Federal employees—ranging from resource and
referral services, to Government sponsored after-
school and summer programs for school-age
children—the one with the highest profile is onsite
child care centers.

Currently, only about 65 onsite child care centers in
GSA-controlled space are serving civilian Federal
employees, thus accommodating only a small
fraction of potential employee needs. Furthermore,
while the Government does provide a small
subsidy to its onsite child care centers, most of the
cost is borne by the users of these centers. This
raises the question of affordability for lower
graded employees who may well be in greatest
need of this service but who can least afford it. The
report notes that the military services find it
enhances their mission accomplishment to subsi-
dize child care centers serving the children of
military personnel, and recommends that all
Government agencies actively consider whether
such an approach would increase their efficiency
and effectiveness.

Elder Care:

Elder care is emerging as a major employee benefit
need as the population ages and medical advances
prolong the lives of people with chronic disabling
conditions. As a result, increasing numbers of
employees are faced with the need to provide care
for aging parents or other dependents. Often this
requires time away from the job. In keeping with
the spirit of recent legislation which permits
employees to use sick leave for adoption-related
purposes, the report recommends that OPM
consider changing its sick leave regulations to
permit employees to use some of their sick leave to
care for sick or elderly dependents.

A Report by the U.S. Merit Systems Protection Board
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Alternative Work Schedules:

Flexiplace:

The term “alternative work schedules” (or AWS)
encompasses two different work schedule varia-
tions—flexitime, and compressed work hours. Each
of these represents a different kind of adjustment
to the traditional fixed schedule of 8 working hours
per day, 5 days per week, which begin and end at
the same times each day.

The Federal Government is a leader in the use of
AWS, with a substantially higher percentage of its
employees on these schedules than found in the
private sector. While AWS has had a positive
influence on employee morale and productivity,
agencies have not effectively used the availability
of AWS programs as a recruitment or retention
tool.

Part-Time Employment and Job-Sharing:

On a percentage of the workforce basis, the Federal
Government employs substantially fewer part-time
employees than does the private sector. This is true
despite a 1978 law (the Federal Employees Part-
Time Career Employment Act of 1978) which was
specifically designed to increase the number of
Federal part-time jobs, but which has had little net
effect on numbers of part-timers employed. While
there is no magic number of part-time employees
that the Government should employ, there is also
no persuasive reason why, overall, the Government
could not create additional part-time jobs.

To the extent that there are indications of interest
and need among current and potential employees,
increasing the number of part-time civil service
positions would appear to be a desirable goal.
While such an expansion of part-time opportunities
could be helped somewhat by OFM's new job-
sharing program, the inherent limitations of job-
sharing arrangements (e.g., the need to have two or
more employees who are sufficiently compatible to
share one job} make it unlikely that this program
will have a substantial impact on part-time em-
pioyment.

A Report by the U.S. Merit Systems Protection Board

The Government recently embarked on a pilot
project, under the leadership of OPM and the
General Services Administration, to test
flexiplace—a program which allows some employ-
ees to work at home or satellite office sites. To date,
the number of employees who are participating in
this pilot is minuscule (less than 400
Governmentwide) but the long term prospects
appear promising. The program has been endorsed
by the President and other top Federal officials.

Leave-Sharing Programs:

In an attempt to provide a form of short-term
disability coverage to its employees, the Govern-
ment is currently experimenting with two leave-
sharing programs.. Jeave banks and leave-transfer
programs. While both programs appear to be
popular and useful to employees, the report raises
some concerns about the conceptual underpinning
of leave-transfer.

Specifically, under leave-transfer, the Government
relies on the generosity of some employees to fill
the emergency leave needs of other employees.
While the Government is not unique in this ap-
proach, there will be times or events which are
beyond the ability of this program to provide relief.
The question then becomes whether, and to what
extent, the Government should provide some other
type of short-term disability coverage. The report
goes on to raise the possibility of Government
action to provide a short-term disability insurance
benefit under which employees could secure the
benefits of group insurance rates, but fully pay the
cost of the insurance themselves.

X1i1
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“Cafeteria” Benefits:

Conclusions:

The Government does not offer a “cafeteria”
benefits plan to its employees. However, there are
studies currentty underway concerning the possi-
bility of having such a plan for the Federal
workforce. Under cafeteria plans, employees have
a set dollar amount provided by their employer
with which they can choose to “purchase’” different
fringe benefits. Thus, employees can tailor their
benefits packages to their individual needs.

One of the issues which makes a Government
cafeteria benefits plan controversial is whether a
Federal plan should include a “flexible spending
account” provision. Flexible spending accounts
allow employees to convert certain kinds of per-
sonal expenses (e.g., child care) into pretax fringe
benefits, as opposed to having to pay for them
from their regular wages (which are subject to
taxation). While flexible spending accounts are
becoming increasingly common in nonfederal jobs,
nonfederal employers do not concern themselves
with the fact that flexible spending accounts reduce
Federal tax revenues. For the Government, how-
ever, this fact needs to be considered and properly
weighted in its decision making process.

While flexible spending accounts for Federal
employees are one of the policy issues which will
ultimately need to be addressed, the report notes
that the Government can implement a cafeteria
benefits plan without a flexible spending account
‘option. Based on the analysis presented in this
report, while a flexible spending account certainly
increases the attractiveness to employees of a
cafeteria benefits plan, a cafeteria benefits approach
would appear to be desirable for the Government
even without a flexible spending account option.

X1v

As an employer, the Federal Government has a
long tradition of offering some types of work and
family benefits (e.g., leave for maternity purposes),
and may have been a leader at one point in time.
Currently, however, the Government has been
slow to respond to changing conditions. It now
finds itself lagging behind both what many other
major employers provide, and what many employ-
ees need. Further, the Government has not capital-
ized fully on some of the benefits it does offer (e.g.,
alternative work schedules), as it has failed to use
the availability of such programs as an inducement
in its recruitment efforts.

This review of work and family benefit programs
has led us to a number of conclusions. The major
findings are as follows:

W The Government is comprised of many
different organizations in many locations with
very different missions and major differences
in workforce composition. Clearly, as OPM
succinctly put it, “One size does not fit all—
not all agencies, or even all installations,
much less all employees.” Thus, flexibility in
the availability and use of work and family
benefit programs is crucial.

B By logical extension from the preceding
finding, each individual agency (and major
component within that agency) must be
actively involved in identifying the unique
needs of its immediate workforce. In this
regard, it was disappointing to note that
many agencies lacked the data and were
therefore unabie to respond to our requests
for information on the need for specific work
and family programs, or the effect these
programs have had in meeting current needs.
Clearly further work needs to be done by
most agencies in the way of needs and
benefits assessments.

A Report by the U.S. Merit Systems Protection Board
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M While individual Federal agencies are crucial
components of the total picture, the Office of
Personnel Management retains a key role in
the overall leadership of Federal human
resources management, in light of the need
for it to issue enabling regulations and policy
guidance. It is noteworthy, therefore, that in
the opinion of the directors of personnel from
the 22 largest Federal departments and
agencies, OPM has been largely successful in
being attuned to customer needs, in the
development of effective solutions to identi-
fied problems, and in the comprehensiveness
of its approach. The only significant reserva-
tions expressed by the personnel directors
concerned the questions of whether OPM was
a forceful enough advocate for successful
work and family programs, and the timeliness
of OPM'’s actions in this area.

B On a program by program basis, OPM has
clearly been a leader in some areas (e.g.,
flexitime and flexiplace), but has not yet
exerted the same influence in other areas (e.g.,
child care, elder care, part-time employment,
and cafeteria benefits).

B To achieve the fullest beneficial use of the
work and family programs that are available
in the Government will require a greater
degree of managerial and supervisory accep-
tance and involvement than is currently
evidenced. This shift in the current manage-
ment value system will not be easy for many
managers, since it is foreign to their prior
experiences.

A Report by the U.S. Merit Systems Protection Board

B Part of the debate over work and family
benefit programs links back to a larger policy
question. That is, should the Federal Govern-
ment seek to be a “model employer” in its
work and family benefit programs which
other employers might wish to emulate? Or
alternatively, should Government follow the
lead set by major private sector employers?
The answer to this question affects the type
and timing of work and family programs and
initiatives appropriate for the Government to
pursue.

Recommendations:

1. OPM needs to build on its successes in the area of
work and family benefits and exert rencwed
leadership on those work and family issues on
which the Government appears to be at a competi-
tive disadvantage in the marketplace. Particular
areas of emphasis could include:

a. initiatives to better address employee
elder care and child care needs (e.g.,
permitting some use of sick leave to care
for sick or elderly dependents, and
facilitating actions to permit agencies to
subsidize child care centers), part-time
employment needs, and accommoda-
tions for short-term disabilities not
covered through leave banks or leave-
transfer programs (e.g., providing short-
term disability insurance obtained by
the Government at favorable “group
rates,” but with the costs borne by
employees desiring such insurance); and

b. continued guidance and leadership vis a
vis other executive branch agencies to
encourage the greatest beneficial use of
the work and family benefit programs
currently available—including the
possible use of internal marketing plans
or other program management tools, to
assure the programs are considered on
their merits.
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OVERVIEW

2.

3.

XVi

Strong consideration should be given to the
adoption of a “cafeteria” benefits approuch within
the Government. Although a flexible spending
account option would be preferable in a Federal
cafeteria benefits approach, if need not te seen as a
necessary condition fo implementation of that
cafeteria approach.

Individual Federal departments and agencies need
to engage in more active needs assessments among
their respective employees in order o mike
informed decisions about the work and jamily
benefits that can and should be offered.

4. As OPM and individual Federal agencies engage

in training and development activities for Federal
managers, efforts should be made to specifically
expand the managers’ knowledge and understand-
ing of the alternatives available in the way of work -
and family programs. Emphasis should be placed
on the utility of these programs as a potential
method of increasing workforce efficiency and
effectiveness.

. In framing the debate over the future of work and

family benefils, strong consideration should be
given to the adoption of a “Federal Government as
a Model Employer” orientation. This would be in
keeping with the goals and objectives of a merit-
based personnel system and consistent with the
statutory merit system principles.

A Report by the U.S, Merit Systems Protection Board




INTRODUCTION

People are initially attracted to their jobs for a variety of reasons. The same or different
factors may influence how long people stay in those jobs, or how productive they are
during their work hours. Given the costs of excessive turnover and low productivity,
employers (including the Federal Government) are increasingly concerned with how they
can get, keep, and motivate, the high-quality, productive employees they want. One area
where employers can distinguish themselves from the competition is how they address the
problems which their employees have in balancing their work responsibilities and personal
lives. This study examines a range of “work and family” programs which are or could be
used in the Federal civil service, and looks at the role the U.S. Office of Personnel Manage-

ment (OPM) has played in managing these programs.

The U. S. Merit Systems Protection Board (MSPB or
Board) is required by 5 U.5.C. 1206 to report
annually to the President and Congress on the
significant actions of OPM. As a part of this report,
the Board is also directed to include “an analysis of
whether the actions of the Office of Personnel
Management are in accord with the merit system
principles and free from prohibited personnel
practices.”

A Report by the U.S. Merit Systems Protection Board

This study constitutes one part of MSPB’s ongoing
review of OPM significant actions. It reviews many
of the more significant employee benefit programs
through which Federal employees can help balance
their work and personal lives. In the interest of
keeping the report to a manageable size, however,
it does not attempt to cover every benefit which
could come under this rubric (e.g., programs not
covered include health insurance, life insurance,
and retirement programs}.




TINTRODUCTION

Benefit programs which are covered include child
care, elder care, alternative work schedules
{flexitime and compressed work schedules), part-
time employment, flexiplace (work at home), and
leave-sharing programs (leave banks and [eave-
transfer). In addition, the report also considers
“cafeteria” benefit plans and other emerging
benefit areas.

These programs, which the media often label
“work and family” programs, have a potential
impact on virtually all employees—married or
single, with or without children—as they are tools
through which employees can manage their work
responsibilities and personal lives more fiexibly.
Moreover, to the extent these programs succeed,
they can improve the quality of worklife {or
employees and therefore potentially enhance the
recruitment, productivity, and retention cf a high-
quality workforce.

In our analysis, we set out to explore work and
family benefit programs from three different
perspectives: first, what is the nature of each
program and how does the program typically
operate; second, how do these programs fit into the
Government's personnel systems, and, where
appropriate, how might their effectiveness be
improved; and finally, to what extent has OPM had
a leadership role in installing or operating these
programs. When the programs were viewed from
all three perspectives, a broader question emerged.
That was, should the Federal Government seek to
be a role model for other employers in designing
and executing its work and family policies?

While this Iast question is not one that lends itself
to a simple “yes” or “no” answer, the Board
believes it is worthy of consideration by
policymakers. Accordingly, this report surfaces
some of the issues that are relevant to addressing
the topic. Through this approach, we hope to both
stimulate some debate on the topic and clarify any
that might occur.

A Report by the UL.S. Merit Systems Protection Board



METHODOLOGY AND OPM REVIEW

Methodology:

In preparing this report, MSPB relied on responses
to questions that we sent to the directors of person-
nel of the 22 largest Federal departments and
independent agencies and to the Director of Policy
for OPM.! The Board received responses during
June through October 1990. We also invited com-
menls [rom a number of Federal employee unions
and employee organizations, but received few
replies.

In addition, we interviewed selected officials at
OPM, the Department of Labor (Women’s Bureau
and Bureau of Labor Statistics), the General Ser-
vices Administration (Office of Child Care and
Development Programs), the Environmental
Protection Agency (Research Triangle Park, NC,
office}, and the U.S. Chamber of Commerce.
Rounding out our fact finding were information
and insights gleaned from several conferences
which addressed work and family issues, and from
an extensive review of the relevant literature.
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Throughout this report, we attribute a number of
quotations to Federal departments, agencies, and
OPM. Unless otherwise noted, these quotations are
drawn from the above-mentioned responses. Other
quotations included in the body of the report are
footnoted to show their origins. (Since the foot-
notes are largely limited to source citations rather
than substantive information, they are grouped at
the end of the report, in a chapter titled
“Endnotes.”)

OPM Review:

The director of OPM was given an opportunity to

review this report before it was published. Follow-
ing her review, OPM provided written comments

to MSPB on the draft report. We considered those

comments in preparing the final report. A copy of

OPM'’s comments is shown in appendix 1.
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BACKGROUND :

To effectively evaluate what is currently happening in Federal work and family benefit
programs, it is helpful to understand some of the factors which led up to the current situa-
tion. More specifically, why have issues related to balancing work and family life become
important to the Government (in its role as an employer), and to what extent should there be
a sense of urgency in addressing these issues? In effect, one might want to ask, “What has

changed?”

Demographic and Sociological Changes:

A key area of change concerns demographic
trends, with one of the most important elements in
this being the increasing role of women in the
workforce. Because women continue to bear the
major responsibility in American society for caring
for dependent children and elderly relatives (as
well as for other family duties), their increasing
participation in work outside the home leads
inexorably to increasing difficulties in balancing
work and family responsibilities.

A Report by the UL.5. Merit Systems Protection Board

Figure 1 graphically illustrates one part of this
trend, as it shows a precipitous decline in the
percent of traditional families (working husband,
homemaker wife, dependent children) since 1940,
coupled with a corresponding increase in the
number of dual-worker families:
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Figure 1.
The Changing Labor Force Patterns of Families,
1940-90
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Source: Howard V. Hayghe, “Family Members in the Work Force,” Monthly Labor Review,
Bureau of Labor Statistics, U.S. Department of Labor, vol. 113, Ne. 3, March 1990, p. 16, for data
through 1985. Additional data lo update figures through 1990 supplied by Mr. Havghe from
unpublished tables produced by BLS.

Not only are more women working, but those with husbands and children were in the workforce by
children are entering (or returning to) the the time their youngest child was age 1, compared
workforce sooner in the childrearing process than with only one-quarter having been so employed
ever before. In fact, as figure 2 shows, by 1985 only 15 years earlier:

about half of married women living with their
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Figure 2. ‘
Percent of Married Women with Children {and Husbands Present)
Who Participate in the Labor Force, By Age of Youngest Child,

1970-85
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Source: Howard V. Hayghe, “Rise in Mothers’ Labor Force Activity Includes Those With
Infants,” Monthly Labor Review, Bureau of Labor Statistics, U.S. Department of Labor, vol. 109,
No. 2, February 1986, p. 45.
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Business leaders are certainly taking note of the
impact of these demographic trends, as the follow-
ing quote illustrates:

“Except in television reruns, Ozzie and Farriet
don’t live here anymore. Today, only 7% of
Americar households—about the same niimber of
hotnes without telephones—fit the 1950s image of
breadwinner husband, homemaker wife, and two
children. In today's family, most children live
with parents who both work; one out of frvo
children lives at some point in a one-parent
household; most parents juggle up to four different
kinds of child care during a routine week, and only
8% are satisfied with the care their children
receive. * * * In business we've traditionaily
considered family issues personal, something to be
left at the company’s entrance. Buk today most
parents work and most workers are parents, and
eventually these roles collide.”

Robert E. Allen,

Chairman of the Board, AT&T

As mentioned above, being in the workforce and
having dependent children creates problems for
working parents. These can range from logistical
concerns associated with providing proper child
care, for example, to emotional challenges tied to
not “being there” as one’s children are growing up.
If the stress associated with these problems be-
comes debilitating to employees, both they and
their employers suffer. More particularly, if their
family responsibilities are not dealt with properly,
employees either can’t go to work or, if there
physically, may be distracted and unproductive.

One aspect of how these problems manifest them-
selves was illustrated in a recent study. When women
were asked two related questions about kow long
mothers should stay home from work aftar the birth
of their children, the answers given were very
revealing about work and family problenis. Specifi-
cally, the study found that 32 percent of women
responding to the question thought it would be ideal
for a mother to stay home with her child until the
child enters school, but only 5 percent of women
think this is a practical alternative.

8

The degree of urgency with which employers
address work and family problems naturally
relates to the impact these problems have on their
operations. While there are no definitive data
-available for the Federal workforce, it is interesting
to note that one survey of private sector workers
found that 75 percent of the women employed full
or part time who were asked, “How often do you
feel torn between the demands of your job and the
desire to spend more time with your family,”
responded “Sometimes” or “Very Often.”*

* Until this point, our background discussion has
concentrated on women'’s roles and attitudes. This
emphasis is not accidental, as the burden of work
and family conflicts is usually felt most intensely
by women. However, while women are bearing the
brunt of these challenges, it would be misleading to
think that men have no interest in this subject. Just
as women'’s roles have been changing (witness the
increased number of working mothers), men'’s roles
have also been evolving, as the following quote
from an article titled “Fathers and the Corpora-
tion” illustrates:

Ten years ago—even five—|a particular
advertisement] would have been inconceiv-
able. If any corporation had dared to pitch
high tech to improve family life, it would
have been to help secretaries—female secre-
taries—get their work done on time. The idea
that dad might need to hurry home, or might
feel a conflict between his commitments to
work and to family, would not have been
aired. Felt privately, perhaps, but not ex-
pressed openly by, or to, a man on the fast
track. But this is 1986: Real men do eat quiche,
and corporate America is finally beginning to
discover the New Fatherhood.’

A Report by the U.S. Merit Systems Protection Board



BACKGROUND

In a similar vein, the importance of work and
family programs is not limited simply to those
employees (of either gender) who are married or
have children or elderly {or other) persons depen-
dent on them. Changing societal values and
priorities create the potential need for work and
family programs among many segments of the
population.

For example, economic, demographic, and socio-
logical trends have encouraged students, persons
with disabilities, and the elderly to look for work
opportunities with the Government. Work and
family programs can be critical to the ability of
these individuals to take productive jobs. In
addition, many American workers look for in-
creased opportunities to be in control of their work
lives, or for more leisure time. Again, work and
family programs facilitate these workers being able
to achieve their goals.

The Evolving Nature of Benefits:

It stands to reason that employers who understand
the conflicting demands described above and who
respond with appropriate benefit programs may
have a better chance of recruiting and retaining the
workers they want and need than those employers
who don’t offer such programs. The Bureau of
Labor Statistics (BLS) has extensively studied
demographic and employment trends in the labor
force. In one of its monographs on the subject, BLS
noted: '

The [last] 75 years * * * have seen the Ameri-
can family shift from a large, extended group
“to a smaller, individualized network of
families with widely varying characteristics.
During this same period, employers have
progressed from providing no-benefits, to
providing a standard package of benefits
designed for a male-supported family, to
providing innovative and flexible benefits to
meet differing family needs. While the future
cannot be predicted, it is safe to assume that
benefit plans will remain a major element of
compensation and will continue to evolve to
meet the needs of a changing labor force.®

BLS’ statements about continuing growth in both
the amount and cost of benefits, as well as their
evolving nature, are born cut by other published
research. For example, according to historical data
from the U.S. Chamber of Commerce (shown in
table 1), employee benefits as a percent of total
payroll have grown substantially, rising from 3
percent of total payroll in 1929 to 38 percent in
1989. In dollar terms, this 38 percent of payroll
translates into an average mean benefit payment of
$5.56 per payroll hour, or $11,527 per year per
employee. (Note: employee benefits includes both
direct fringe benefits such as health insurance,
annual and sick leave, holidays, and retirement
plans, and indirect ones such as the employer’s
share of social security taxes).”

Percent of benefits as
a part of total payroll 3 17

Washington, DC, December 1990, p. 30.

Year ! 1929 1955 1965

Table 1.
Growth of employee benefits since 1929.

1975 1986 1988 1989

30 36 37 38

Source: U.S. Chamber Research Center, “Employee Benefits—Survey Data from Benefit Year 1989,” U.S. Chamber of Commerce,
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As to the evolving nature of benefits beiny pro-
vided, figure 3 below illustrates the results of one
survey which examined the expected growth in
“nontraditional” benefits between what corpora-
tions offer now and what they expect to offer their
employees by the year 2000. As the figure shows,
companies responding to this survey indicated that
they expect almost every work and family benefit
being offered today to be more commonly offered
in the future, in many cases more than doubling by
the year 2000.

For example, child care resource and referral
services are projected to grow from 29 percent of
employers now to 74 percent by 2000. Employer
subsidies for child care expenses are projected to
grow from 12 percent currently to 52 percent in
2000.

In addition to illustrating the expansion of benefits
which is occurring, figure 3 also demonstrates how
fringe benefits change as the needs of the market-
place change. Given demographic projections such
as those contained in the Hudson Institute’s
“Workforce 2000” study, we can anticipate contin-
ued change in the marketplace and thus in the
benefits area. How fast that change will happen,
however, may be more surprising than the fact that
it will occur.

Figure 3.
Growth in Nontraditional Benefits by the Year 2000

B Currently Offer

] Will Offer by 2000

Percent of Employers
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LBeneﬁts for the Workforce of 2000,” issued in August 1990,
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Source: Results of a survey by the International Foundation of Employee Benefit Plans, Brookfield, WI, distributed to 1,865 of its
U.5. corporate members, of which 463 responded. The findings were published in a special research report entitled “Nontraditional
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A Location
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Looking backwards, for example, it is interesting to
note that a scholarly OPM research report that
investigated the state of the art of “quality of
working life” initiatives in the private sector in
September 1980 had absolutely no mention of some
of today’s “hot” topics {e.g., day care, elder care,
and work at home), and only passing references to
flexitime, compressed work schedules, and part-
time and job-sharing arrangements. [nstead, it
focused on topics such as industrial democracy,
participative management, organizational develop-
ment, and work redesign.® Thus, only 11 vears ago,
there simply was not a consciousness about work
and family topics being a critical part of the quality
of working life.

Another indicator of the rate of change in human
resource issues comes from a recent survey which
measured how corporations are responding to
“Workforce 2000.” It found that:

** * the workplace of the future is, to a great
extent, already here. Indeed, just 3 years after
publication of the Hudson Institute’s study—
and popularization of the phrase “Workforce
2000"—it may be more apt to talk of
Workforce 1990. For many of the employers
in our survey group are already struggling
with the implications of recruiting and
managing a workforce composed less and less
of white American males®

Status of the Federal Government
as an Employer:

In this dynamic environment, it is"certainly perti-
nent to wonder where the Nation’s largest em-
ployer—that is, the Federal Government—wili fit
into the picture. In a recent “Réport to the Presi-
dent” on dependent care policy in the Federal
Government, OPM rhelorically posed the question,
“How does the federal government stack up?,” and
then provided the following answer:

" A Report by the LS. Merit Systems Protection Board

Traditionally, the federal government has
been an employer whose basic personnel
framework could accommodate employees
with family responsibilities. In fact, its long-
standing personnel policies in the areas of
leave, health benefits, job security, and
warkforce re-entry have given the federal
government a competitive advantage in the
dependent care area.'’

Even though this “competitive advantage” may
have existed in the past, whether the Federal
Government can maintain it in the future is cer-
tainly problematic, given the nature and rapidity of
change being experienced in the job marketplace.
As an employer, the Government has not been
known for its agility in responding to changing
employment conditions—since it can literally take
an act of Congress to change some benefit pro-
grams, benefit changes are few and far between.
Thus, the Government faces a particular challenge
in adapting to job market forces which put a
premium on flexibility rather than predictability.

In the balance of this report, we review a number
of work and family programs, looking at them,
both individually and collectively, from various
perspectives. We also explore the roles and respon-
sibilities of Federal agencies, OPM, and the Gov-
ernment as a whole. Through these discussions, we
hope to shed some light on where the Federal civil
service has been and where it appears to be going
in this important area. With this information,
policymakers, managers, unions, employees, and
the public should all be better equipped to respond
to the human resource management challenges
which lie ahead for the Federal Government.

11
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Why Child Care Is a Concern:

“Some of you may remember my daughter
atiending staff meetings, crawling around the
office {of the Secretary of Defense]. * * * I know
what can happen when child care arrangements go
ﬂ'wry."”

Frank C. Carlucdi,

Former Secretary of Defense

With the above comment at a ground-breaking
ceremony for the Pentagon’s child care center, then
Defense Secretary Carlucci acknowledged a fact of
life for all working parents. Whatever their role in
the world, people with children (or dependents of
any age), have a responsibility which must be
addressed on an ongoing basis.

When problems in providing care arise, they can’t
be ignored or postponed until a more convenient
time. Thus, with predictable unpredictability,
dependent care responsibilities occasionally
intrude on the world of work. When they do, both
employees and employers must be prepared to
respond. This reality was succinctly described in
the Harvard Business Review, which noted that:
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Dependent care is a business issue for the
obvious reason that employees cannot come
to work unless their dependents are cared for.
Study after study shows that most working
parents have trouble arranging child care, and
that those with the most difficulty also
experience the most frequent work disrup-
tions and the greatest absenteeism.”

Given this impact on their employees’ ability to do
their jobs, increasing numbers of employers are
recognizing the importance of appropriate child
care benefit programs. One business leader spoke
about his firm’s need "*** to anticipate the needs
of tenants and their changing workforce. Histori-
cally theré was a time when air conditioning and
elevators were considered luxuries for buildings.
Child care is now at that critical point in time,
moving from luxury to economic necessity.”"

In this regard, it is worth noting that OPM specifi-
cally alerted agencies to the need for child and
dependent care programs about 3 years ago. This
was accomplished through a memorandum which
the director of OPM sent to the heads of depart-
ments and agencies in June 1988. It began with the

. following statement:
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Our nation is undergoing significant demo-
graphic, social and economic changes that
will have profound effects on the Federal
workforce in the years ahead. Among these
trends are the increasing numbers of working
women and two earner family members as
well as the growing percentage of the popula-
tion that is elderly. These developments are
increasing the number of Federal workers
who have dependent care responsibilities for
children and older family members. The
pressures of these responsibilities can ad-
versely affect job performance and employee
well-being.'*

Range and Cost Effectiveness
of Possible Solutions:

In formulating its response, the Government must
be prepared to provide a variety of solutions, since
the child care needs of its employees are so varied.
Simply providing onsite child care centers, for
example, does not make child care problems
disappear for all employees. This was noted by a
representative from the General Services Adminis-
tration (GSA) (which helps provide child care
centers in Federal buildings), who was quoted in a
recent article as saying, “"Many parents don’t want
or need onsite child care,” because they would have
a tough time steering a 2-year-old and a buiging
diaper bag through Metro at rush hour * * *.”1*

More generally, day care for preschoolers (whether
onsite at the workplace or located nearer to em-
ployees” homes) is only one part of the child care
puzzle. One recent study spoke of another piece of
this puzzle, the “3 o’clock syndrome.” This syn-
drome was defined as “* * * what happens in the
workplace at 3 p.m., when latchkey children begin
arriving home from school and workers begin
worrying more about their kids and less about
their work. The 3 o’clock syndrome is blamed for

everything from lost productivity by office workers

to errors on the assembly line by factory work-
ers,”'®

\
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In fact, as one tries to define the outer limits of
what a comprehensive child care benefits package
could encompass, the options easily become
overwhelming. Some problems, like the 3 o’clock
syndrome, probably don’t lend themselves to any
specific solution. Others may have solutions which
work but are too expensive or perhaps unsuitable
for the particular employer.

Researchers have found that “[t]he options avail-
able to employers interested in addressing the child
care concerns of their employees fall into four
general categories {from Corporate Child Care
Options, by Catalyst): (1) informational assistance;
(2) financial assistance; (3) direct care services; and
(4) time (flexible personnel policies}).”"

From these general categories, employers must
choose which specific benefits to offer, considering
such things as how many employees would need
or use the benefit, what the benefit would cost,
how well it fits into the organization’s culture, and
whether the benefit would actually solve a manage-
ment problem (e.g., excessive turnover of clerical
employees).

Listed below is a sampling of direct child care
benefits that are currently in vogue (many other
benefits indirectly affect child care needs, like
flexiplace and job sharing). Few employers, if any,
currently offer ali these benefits, but as figure 3
showed earlier, a majority of employers may be
offering at least one of these benefits by the year
2000:

B Informational assistance:
—Child care resource and referral services.

M Financial assistance:
—Vouchers/subsidies for day care; and
—Flexible spending accounts/dependent care
assistance programs.
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B Direct care services:
—0Onsite, or near-site, day care;
—Preferential admission at local day care
centers; '
—Drop-in day care for use as a backup, when
usual child care falls through;
—Day care for mildly sick children; and
—After-school and summer programs for
school-age children.

B Time (flexible personnel policies):
—Ability to use sick leave to care for sick
children.

If looked at from a narrow perspective, any of the
above-mentioned child care programs are not
free—it costs employers something to provide
these benefits. On the other hand, since few em-
ployers act only out of altruism, it seems likely that
they must perceive some benefits accruing to their
interests, or the various employers (including the
Government) would not be providing the benefits
in question.

One researcher who has studied the question of
how cost effective child care initiatives are was
quoted as noting the following:

*** 75 percent of the companies in her study
believed that the benefits of the child care
initiatives far outweighed the cost. They
believed that such efforts led to a lower rate
of absenteeism, greater stability and loyalty,
improved employee morale, enhancement of-
the company’s image, improved recruitment
and retention of quality employees, less
employee stress and distraction, and the
earlier return of employees from maternity
leave back to the work force.’

Agencies’ Views on
Child Care Benefits and Problems:

In order to gauge how Government agencies view
the cost effectiveness of child care initiatives, we
asked the directors of personnel of the 22 largest
Federal agencies about the impact of child care
benefits on their ability to recruit and retain
employees, and the impact of child care problems
on productivity. Their responses are shown in
tables 2 and 3 below.

Recruit new Retain existing

Table 2, .
Number of agencies choosing the indicated response to: “Of what significance to your agency’s
ability to successfully recruit new employees and retain existing employees are the child care options
the agency currently provides?”

employees employees
3 2 Great significance
3 4 Moderate significance
3 2 Minor significance
1 2 No significance
8 10 Don’t know/Can’t judge
2 Not applicable (Don't provide child care options)
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Table 3.

1 To a great extent 0
7 To a moderate extent 10
4 ' Toa minor extent

Number of agencies choosing the indicated response to: “To what extent
are child care problems having a nega’ive impact on the productivity of
employees who have minor children (e.g., increased absenteeism and
sick leave, unscheduled days off, late arrivals and early departures,
greater than average personal telephorne usage, employee stress)?”

To no extent

Don’'t know/Can’t judge

reasonable to conclude
that providing some
kind(s) of child care
benefits to its employees
can be in the best interest
of the Government.
Which benefits those
should be, and at what
out-of-pocket cost to the
Government they should
be provided, of course,
become the next perti-
nent questions which
must be addressed.

The above responses show that, of the agency
personnel directors who felt able to answer our
questions, most believe that child care benxfits
have some influence on the recruitment, productiv-
ity, and retention of Federal workers. As men-
tioned earlier, it appears that increasing numbers
of private sector firms have reached the same
conclusions relative to their workers. It thus seems

In our questionnaire to
agencies, we also sought to gain an understanding
of what child care benefits agencies thought would
be most cost effective in helping them recruit and
retain employees. Table 4 below lists the choices
we gave the agencies and the number of agencies
that listed the particular benefit as being either
their first, second, or third priority choice.

13 Onsite child care centers
(with or without employer subsidies)

11 Flexible spending accounts®
§ - Reduced rates for lower income:
employees at onsite centers

7 Resource and referral services to
private sector child care providers

6 Day care for mildly sick children

Table 4.
Child care benefits agencies were asked to consider for cost effectiveness, ranked by the number of
agencies who listed the indicated benefit as one of their top three priorities.

6 Ability to use sick leave to care for
a sick child

4 After-school and summer programs
for school-age children

3 Vouchers usable at offsite centers

3 Other (specify: )

1 Preferential admission or slots
reserved for employee’s children at
local offsite centers
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If Government policymakers consider additional or
expanded child care benefits in the future, the
priorities reflected above should provide a helpful
roadmap of what benefits might be most useful to
the Federal community. In this regard, it is particu-
larly interesting to note the number of agencies
showing “flexible spending accounts” (FSA’s) as
one of their top three choices. While FSA's are
increasingly common in both public and private
sector benefit packages, they are not currently
available to Federal employees. (For a more de-
tailed discussion of FSA's, see the later chapter
addressing cafeteria benefit plans.)

Availability of Onsite Child Care

in Federal Offices:

If child care has, in fact, become an economic
necessity, and benefits such as those mentioned
above are being achieved by some employers,
where does the Federal Government stand in this
process? In order to find out, we asked agencies
and OPM whether they had determined what child
care needs existed and how they were being met.

In response, 19 of the 22 largest Federal agencies
reported having conducted some child care needs
surveys. Typical of their findings are the following
responses:

“* %> [T}t is concluded that there is strong civilian
employee interest in having affordable child care
services.”

Department of the Air Force

“Local surveys * * * indicate a need for additional
care for civilian employees” children.”
Department of the Army

74 % 1,100 employees responded to a survey and
indicated a strong inferest in onsite child care
services.”

Department of Health and Human Services
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There is, of course, a difference between conduct-
ing surveys and actually providing services. OPM
did a study of Federal dependent care programs in
April 1990, which produced the following findings:

B While more than a third of the 175 Federal
installations visited had established onsite
child care facilities, the majority of these (69
percent) are at Department of Defense (DOD)
installations. DOD centers typically allow
civilian employee usage only on a space-
available basis, and many of these facilities
have little or no space available;

B Seventy-eight percent of the installations
reviewed had an agency policy and/or
installation-level program on at least one
aspect of dependent care. However, OPM
found that installations from the same agency
disagreed “to a considerable extent” as to
whether there was an agencywide policy on
dependent care and what it was; and

B Just over half of the installations with depen-
dent care programs include training or other
information to employees and supervisors on
dependent care, to increase understanding
and use of existing programs.®

Based on OPM’s findings, it appears that while
some progress has been made in opening child care
centers in Government space for children of
civilian employees, there is still much to be done.
The following item from the Employee Benefits .
Review newsletter both succinctly describes this
situation and puts the potential supply and de-
mand factors into perspective:
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As of March, 1990, there are 65 child cire
centers operating in Federal space conirolled
by the government’s landlord, the General
Services Administration (GSA). Another 45
are expected to open in GSA-space by Fiscal
Year 1993, and another dozen or so Federal
centers, such as those in the U.S. Senats, the
House of Representatives and the Ceniral
Intelligence Agency, operate in non-GSA
space.

A}
Altogether, these federal child care centers
serve more than 2,000 off-spring of federal
civilian employees, according to testim-ony
provided at a House of Representatives
hearing held on the issue in March, 1939.
There are, however, according to hearing testi-
mony, about 200,000 federal civilian emplayees
with children who require child care. (Emphasis
added.)*

In order to understand the significance of the
above data regarding numbers of child care centers
and children being served, it is helpful to have
some background on when and how the
Government’s program to provide onsite child care
began. Before 1985, onsite child care centers were
largely unavailable to employees of Federal civilian
agencies. A major breakthrough occurred in 1985,
when Congress specifically provided for the
expenditure of public funds to provide space and
services for child care facilities serving Federal
employees, through passage of what has come to
be known as the “Trible amendment.” While this
amendment was initially a temporary provision, it
was made permanent in 1988, when it was codified
as part of the United States Code.?

The language now found in 40 U.S.C. (“Public
Buildings, Property, And Works") specifically
provides in section 490b that, “during fiscal year
1988 or any fiscal year thereafter,” an agency may
use space in Federal buildings for child care
services if:

W Space is available;
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B The agency determines that the space will be
used to provide child care services to a group
of individuals of whom at least 50 percent are
Federal employees; and

B The agency determines that the group will
give priority to Federal employees.

Section 490b goes on to state that the space being
allocated under the above provisions may be
provided “without charge for rent or services.”
While this form of subsidy does make Federal
facilities less expensive than private sector centers,
they are still not cheap.

According to the Employee Benefits Review
newsletter, “As of March, 1989, the cost to parents
for the onsite care averaged about $85 a week,
which is between 5 and 20 percent less than what
non-federal centers charge for equivalent

care * * *.”® Notwithstanding the space subsi-
dies, the newsletter went on to note Federal child
care charges for infant care ranging from $65 per
week in Ogden, Utah, to $160 per week in Boston,
Massachusetts. These cost differentials were
attributed to differences in real estate costs.

Affordability of Child Care:

Child care expenses can be a major part of the
family budget. According to one recent study:

It can cost a family anywhere from $1,500 to
$15,000 a year to provide care for children;
most spend around $3,000. This cost is
usually a family’s fourth largest expense after
housing, food, and taxes. A parent working
full time at minimum wage would have to
spend approximately 40 percent of his or her
paycheck to care for one child—a major
impediment that keeps many capable workers
out of the labor market.
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As mentioned above, the Trible amendment allows
Federal child care centers to charge Government
employees 5 to 20 percent less than competing
private child care centers. While this makes onsite
child care more affordable than it would be with-
out such subsidy, the resultant cost is still beyond
the means of many Federal employees.

Since Federal agencies experience some of their
highest turnover in lower graded occupations, and,
in some urban areas, have the most difficulty
recruiting qualified applicants in these occupations,
the question of affordability of child care has very
practical significance for the Government’s ability
to recruit and retain a qualified workforce. How-
ever, the factors which influence how much a child
care center must charge for its services are the
same as for any business operation.

For example, a center could increase revenues by
charging some customers more (i.e., by using a
sliding-fee scale), or if organized as a nonprofit
corporation, by securing donations from charitably
minded people. On the cost side, theoretically a
child care center could look for ways to hold down
_ its expenses, through such means as raising the
staff-child ratio, offering a less enriched child
development program, or similar steps.

From a practical standpoint, however, few of these
cost-saving options are likely to be implemented.
For example, on the staffing ratio question, as one
article described it, “* * * an infant-care staff
member has more to do all day—and more respon-
sibility—than a new parent caring for triplets.”* As
a result, there would appear to be limited opportu-
nity to cut the payroll of child care centers. Simi-
larly, while a center could limit its services to baby-
sitting type activities (without the educational
aspects of a child development program), this
would not meet the quality expectations of many
parents or the accreditation standards established
by the National Academy of Early Childhood
Programs.
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As a result, it would appear that the affordability
of child care is most likely to be affected by what
happens on the revenue side of the equation—
sliding scale tuitions, scholarships funded by
charitable donations, or employer subsidy. In our
questionnaire, we asked agencies how, if at all,
they made the cost of their onsite child care centers
more affordable for lower salaried employees. The
Most COMmMON answer was “Scholarships,” which
13 agencies said they used. On the other hand, five
agencies indicated that “Fees are not made more
affordable.”

Government Subsidies for
Onsite Child Care Centers:

In contrast to Federal civilian employees, Federal
military personnel have more generous child care
benefits offered to them, in terms of both availabil-
ity and cost. The above-mentioned benefits news-
letter, for example, noted that:

* * * there are more than 600 child care centers
at more than 400 [military] installations at
home and abroad serving more than 95,000
children. In addition, military personnel
average only $50 per week for the use of these
centers because, in addition to providing
space, the military subsidizes 30 percent of its
centers’ operating costs.”

Since the Government is already subsidizing the
operating costs of child care centers serving the
armed forces, we sought to understand whether
the military’s policy might have any precedent
value for the Federal civilian workforce. According
to a General Accounting Office (GAO) report on
military child care:
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“DOD provides child care to service members
because it believes that this maintains their
readiness, increases productivity, and improves
morale. DOD also believes that military jamilies
often face special problems. For examnple, Decause
military families are required to move periodically,
they usually (1) cannot rely on extended jamily
help in caring for their children and (2) do not
have the support of an established neighborhood.
In addifion, DOD has stated that private sector
child care often is unavailable, too expensive, and
not of the fype needed by service members because
of their unusual working hours, which can include
night and weekend duty. ***

“The military supports child care by (1) paying for
child development center construction and
renovation, (2) subsidizing about one-thid of the
total operating costs for the centers, and (3)
providing for the oversight of family day care
homes.”?

General Accounting Office

While some of the child care problems affecting the
military are unique, much of DOD's rationale also
seems applicable to the Federal civilian workforce.
Moreover, on the civilian side, agencies compete
for good employees with private sector firms who
are increasingly offering child care benefits. In light
of this, it would appear that the military example
could have some precedent value for the
Government’s civilian workforce.

To the extent that civilian managers are reluctant to.

embrace the business necessity of subsidizing child
care, part of their hesitation may be traceable to the
lack of an explicit Congressional endorsement of
such action. While understandable, this cautious
approach may be more restrictive than necessary,
given that Congress has never said “Den’t subsi-
dize child care.” To the contrary, where Congress’
will has been explicitly stated, it was to endorse
subsidized space for child care centers (i.e., the
Trible amendment).
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On the other hand, Federal managers do not have
unlimited budgets; any decision to provide a
service, especially one which could be as costly as
subsidizing more of the operating expenses of child
care centers, must be made in the light of manage-
ment priorities and available resources. The point
here is not to mandate subsidized child care
centers for all civilian employees, but rather to
encourage agencies to look at their recruiting and
retention needs. Having done so, agencies should
be able to make informed decisions about what will
help them best accomplish their missions in an
efficient and effective manner.

If agencies find merit in pursuing further subsidies
for child care centers beyond those specifically
authorized in the Trible amendment, they may find
an unpublished decision by GAO dating back to
1976 to be of interest.? [t discussed the propriety of
providing subsidies for space design, renovation,
supplies, and equipment for a child care center at
GAOQ, and held that GAO could lawfully provide
rent-free space to an onsite day care center despite
the fact that no legislation specifically authorized
such a subsidy (this was prior to the Trible amend-
ment).

More specifically, the decision stated that GAQ,
and by extension any agency, had the authority to
provide the abovementioned subsidies to onsite
day care centers as long as the agency head factu-
ally determined that the operation of such centers
was necessary to recruit or retain staff, or to
maintain morale and productivity. In reaching its
conclusion, the GAO general counsel recognized
the sensitivity of the matter at issue. Accordingly,
he suggested that Congress ought to be informed
of an agency’s intentions to use funds in this way,
even though there was no legal requirement for

* such notice.
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Since the above GAO decision was unpublished, it
is not directly citable as a precedent. Moreover, the
specific expenses talked about in the GAO decision
have since been officially sanctioned for payment
by agencies under the Trible amendment. How-
ever, its more generic reasoning appears consistent
with current fiscal operating procedures for
Government agencies (i.e., in general, agencies
spend appropriated funds for expenses which are
necessary or incident to carrying out the stated
purpose of their appropriations, unless the expen-
diture is specifically prohibited by other laws,
rules, regulations, or requirements).

It should also be noted that, in a later treatment of
child care issues, GAO issued a report in February
1986 entitled “Child Care—Employer Assistance
for Private Sector and Federal Employees.” This
report referenced the 1976 GAO decision discussed
above and reaffirmed its conclusions. It also raised
(but did not conclusively settle) the question of
whether agencies could subsidize other ongoing
expenses of operating a child care center beyond
those discussed in the 1976 decision. _

Specifically, the report said:

*** the Comptroller General has not ruled on
whether appropriated funds are available to
pay other operating expenses of day care
centers in the absence of specific statutory
authorization. Also section 5336, Title 5,
United States Code, prohibits a federal
employee from receiving compensation or
perquisites beyond those fixed by statute or
regulation, unless specifically authorized by
law and specifically appropriated for that
purpose. Thus, depending upon how the day
care assistance is provided, a question could
arise concerning whether such assistance
would constitute additional pay or allowance
for the employee/ parent under 5 US.C.
§5536.7

A Report by the ULS, Merit Systems Protection Board

As may be evident from the above carefully-
worded quotation, this is a sensitive question
without solidly established precedents for civilian
agencies to rely on. It would appear that if an
agency finds that the operation of a child care
center is necessary to recruit or retain staff, or to
maintain morale and hence productivity, a basis
may exist under which the center’s expenses could
be subsidized. However, at this time, such an
action would clearly be a judgment call by agency
management.

Given that the armed services have determined
that such subsidies further their military mission
accomplishment, and such expenditures have been
officially sanctioned, all agencies should certainly
consider whether their civilian missions would be
enhanced by providing more affordable child care
benefits to their civilian employees. If they find this
would be the case, agencies may wish to work with
OPM (or other agencies, as appropriate), in order
to secure more definitive accreditation of such
agency actjons (e.g., initiating demonstration
projects, securing precedent rulings from GAO, or
proposing legislation to Congress).
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What Is Elder Care and How Does It
Differ From Child Care:

The following quote, drawn from President Bush’s
proclamation establishing the 1990 “National
Family Caregivers Week,” nicely lays the ground
work for our discussion of elder care. It highlights
both the human elements of why elder careis a
sensitive topic, and how it can impact on both
employees and employers.

“Each day millions of Americans provide various
forms of assistance fo relatives incapacitated by
age, illness, or disability. In addition to home
nursing care and companionship, these family
caregivers may provide physically impaired loved
ones with financial support, transportation, and
help with shopping, cooking, and daily household
maintenance. Their generous and devoted labors
are invaluable to the relative who might otherwise
be forced to live in an institutional setting."*
President George Bush
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In order to fully understand what elder care is, and
why it is of concern to us, it is first important to
understand what elder care is nof—that is, how it
differs from child care. Both elder care and child
care are work and family benefit issues because
they involve the impact on a work situation of how
employees provide care for their dependents.
However, the demands placed on pecple with
elder care responsibilities are very different from
those with child care needs, as are the outcomes of
providing that care.

Children grow up and take on increasing indepen-
dence, thus lessening the need for child care.
Elderly people, on the other hand, tend to grow
more dependent, especially as their health declines.
The consequences of these diverging cutcomes
were well captured in a recent cover story in
Newsweek magazine. It said:
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** * just when many women on the ‘Mommy
Track’ thought they could get back 1o their
careers, some are finding themselves on an
even longer ‘Daughter Track,” with their
parents, or their husband’s parents, growing
frail. The average American woman will
spend 17 years raising children and 18 years
helping aged parents, according to a 1988 U.S.
House of Representatives report. As the
population ages and chronic, disabling
conditions become more common, many
more families will care for aged relatives.
And because they delayed childbirtt, more
couples will find themselves ‘sandwiched’
between child care and elder care.”

In addition to the differing outcomes of child and
elder care, there are fundamental differances in
what is involved in actually providing these types
of care. For example, most child care “solutions”
involve providing some type of supervision to
children during part of the day when their
parent(s) are working. This is not the case with
elder care, as a recent report on elder care in the
workplace points out:

There is such a service as adult day care
which is targeted to frail older people. It is
not a question of increasing the supply of this
product; it is appropriate for a tiny propor-
tion of the most dependent elderly. Some
aging relatives need only a modest arnount of
help but on a regular basis, others may need
intensive support but for a limited time, still
others need steadily increasing levels of
support over a period of years. That help may
be needed suddenly as a result of heart
attack, stroke or hip fracture, or the need may
develop gradually.®

This report, prepared by the National Association
of State Units on Aging and the National Council
on the Aging, Inc., went on to describe some of the
other factors which make elder care a complicated
and often emotionally trying experience for those
responsible for giving or overseeing the care of an
elderly person. It said:
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There are more variations in the situation and
condition of the elderly by virtue of their age.
Older people are aduits, ranging approxi-
mately from age 60 to 100. They have lived
for years with responsibility for themselves
and often for others. They have the authority
for their own decision-making and—unless in
a protected status determined by the legal
system—have the right to accept or reject help
arranged for them.

Compared to the rest of the population, older
people have more health problems. They may
or may not be physically able to carry out
their personal care and household chores,
manage errands and get themselves to
doctors and stores. They may need frequent
emotional support, information and assis-
tance for the activities of daily living, and /or
help in obtaining any of these. Aging relatives
may live nearby or at a long distance. Even
very dependent relatives may not live with a
family member who provides most of the
care. Responsibility for providing assistance
to an older person may be shared among
spouses, children and other family members.®

Does the Government Need
Elder Care Benefit Programs:

The above-mentioned cover story from Newsweek
went on to quote the executive director of the
Older Women’'s League, who said, “We get letters
from women who are taking care of their children,
and their parents and possibly their parents. They
are running from place to place. How do we expect
them to do that and stay employed?”*

Since having their employees “stay employed” is
the driving force behind all employee benefits,
employers need to know if their employees have
elder care problems, and if so, how to address
them. Fortunately, it is predictable that certain
kinds of employees are more likely to be caregivers
than others, given the demographic realities
surrounding elder care.
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For example, employers whose workforce is older
than average probably have more caregivers
among their workers than employers with a young
staff. Similarly, employers with greater than
average numbers of female workers may find a

disproportionate number of their employees have
elder care responsibilities, since as illustrated in
figure 4 below, the majority of caregivers are
wornen:

Daughters - 29%

Wives 23%

Figure 4.
Distribution of Caregivers by Relationship to Elderly Care Recipient, 1982

Other Males 7%

Sons 8%

Husbands 13%

Other Females 20%

Note: Caregiver population includes primary and secondary caregivers.

Source: Subcommittee on Human Resources, “Exploding the Myths: Caregiving in America,” Select Committee on Aging, U.S.
House of Representatives, Comm. Pub. No. 100-665, August 1988, p. 34. Original source for data was the 1982 National Long Term
Care Survey/ Informal Caregivers Survey, U.5. Department of Health and Human Services.
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In regard to the Government, it would appear that
Federal employees meet at least some cf the criteria
suggesting above-average elder care needs. Specifi-
cally, while the Federal Government employs
women at about the same rate as the private sector
{43 percent of Federal employees are women,
versus 45 percent of private sector employees),
Federal employees are older than private sector
workers (median age of Federal employees in 1989
was 41, versus a private sector median age of 36).*

In determining whether and how the Federal
Government should respond to the elder care
needs of its employees, it is of course iraportant to
look at the consequences of acting or not. Issues
such as how elder care might affect mizsion accom-
plishment, recruitment, productivity, retention,
and other goals, should therefore becorne most
relevant.

To gauge the extent of this impact, we asked
agency personnel directors if they thousht elder
care responsibilities were having a negative impact
on the productivity of employees who were
caregivers. In response, 7 agencies said “To a
moderate extent,” 2 said “To a minor extent,” and
13 said “Don’t know /Can’t judge.”

We also asked agencies if they had done any
research or analysis “* * * to determine how many
of your employees have elder care responsibilities
and /or the types of services/benefits which would
help employees address these responsibilities?” In
response, 7 agencies said “Yes,” they had done
some research or analysis on elder care, while 15
said “No.”

Several agencies provided narrative cornments as

well. Highlights of two of these comments are
shown below:
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“The Office which surveyed for elder care found
that 16% of its employees had elder care responsi-
bilities, with the number expected to rise in the
future. Of those who had clder care responsibili-
ties, 68% reported some stress, and 20% reported
significant stress because of these responsibilities.”

Department of Energy
“* ** g significant number of families have or
expect to have elder care responsibilities in the
near future. Employees have requested a counsel-
ing/referral service for those providing elder care
and the use of sick leave to care for an elderly
family member.”

Department of Justice

We also turned to other sources to see what
evidence of elder care impacts on the workforce
were available. The following extracts are illustra-
tive:

B Growing numbers of firms are granting
unpaid leaves to employees with family
needs. IBM is perhaps the most generous.
Full-time employees can take up to 3 years
off, with benefits, and find their jobs waiting.
‘If we give our employees help in managing
their personal lives, it helps us attract and
retain the workers we need,” says IBM
spokesman Jim Smith. That has proved true
at Aetna Life and Casualty as well. When it
extended its family leave from a few weeks to
as long as a year in 1988, the turnover rate
among, its fernale caregivers dropped from 22
to 13 percent.®
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B According to ‘Elder care: Its Impact in the
Workplace,” which appeared in the July/
August 1989 issue of EAP [Employee Assis-
tance Program] Digest, and a recent national
study conducted by [University of Bridgeport
Professor Michael] Creedon, employees
caring for an elder are 20 percent more likely
to see a physician than noncaregivers.
Caregivers also report higher rates of depres-
sion, sleeplessness, weight gain, and weight
loss than noncaregivers. The Creedon study
indicates that employees’ caregiving burdens
can translate into increased company health
benefit costs and reduced workplace produc-
tivity. ¥

Given that they are older than their private sector
counterparts, it is likely that increasing numbers of
Federal employees are dealing with elder care
responsibilities, with or without assistance from
their employer. Moreover, it would appear to be in
the Governiment’s best interest to assist its employ-
ees in meeting their elder care needs, given the
demonstrated impact of elder care problems in the
workplace. Putting these two conclusions together,
the primary elder care question for us to address
becomes, “What are the most cost-effective and
appropriate elder care benefits for the Government
to provide?”

What Elder Care Benefits Can the
Government Provide:

Employers, including the Federal Government, are
limited in how they can respond to employee elder
care needs. There are very few potentia] elder care
“solutions” which employers can appropriately
provide directly to elderly dependents. Accord-
ingly, employers are largely limited to assisting
employees to do whatever they find necessary in
the situation, rather than deing it for them.
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As a result, the two most common forms of indi-
rect elder care assistance which employers provide
are: proactive educational programs which prepare
employees for present or future caregiving roles;
and resource and referral networks, which assist
employees to find the kinds of help or services
which their elderly dependents need. Several
Federal agencies are currently experimenting with
both of these types of programs.

While these indirect benefits are helpful, neither
solves the most direct problem caregivers typically
face—that is, having the time to arrange for,
monitor, or otherwise manage whatever help their
elderly dependent needs, or having the time to
provide that help themselves. As a result, where it
is available, one of the most useful and important
benefits an employer can provide to employees
with elder care problems is the option of taking
additional time off from their jobs when elder care
responsibilities require it.

If the Government were to offer additional leave
time as an employee benefit, it would obviously
have to decide whether this was to be paid or
unpaid leave. By definition, unpaid leave is less
costly than paid leave, although even unpaid leave
can be extremely disruptive to mission accomplish-
ment if the caregiver’s presence is critical to the
work unit. For many employees, however, the loss
of income from unpaid leave may make this
“benefit” of limited utility. Thus, as the above
comment from the Justice Department illustrates,
employees typically see paid time off as what is
needed to help them fulfill their elder care respon-
sibilities.

Paid time off comes in many forms, including some
charged to personal leave accounts (e.g., annual
leave and sick leave) and others which are not (e.g.,
holidays and administrative leave). Some employ-
ers also offer insurance polices which may replace
pay during unpaid leaves of absence (e.g., short-
term disability policies), while the Federal Govern-
ment has recently experimented with a program of
leave-transfer and leave banks (discussed in a later
chapter of this report).
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While the Government’s annual leave benefits are
substantially more generous than many private
sector firms (especially in the early years of an
employee’s tenure), its sick leave benefils are
roughly comparable to, or only slightly ahead of,
those typically offered by medium and large size
private sector firms. Specifically, for those firms
offering sick leave plans which have similar
characteristics to the Government’s plan (i.e.,
which allow unlimited accumulation of sick leave
from year to year, and which do not have a tie-in to
sickness and accident insurance), the average
number of paid sick days given to full-time em-
ployees each year grows from 9.4 days per year at
1 year of service, to 11.4 days at 5 years of service,
and to 14.1 days at 20 years of service.® The
Federal Government provides 13 days of sick leave
per year for full-time employees, irrespective of
years of service.

Use of Sick Leave to Care for

Sick or Elderly Dependents:

Since most Federal employees are limited in the
amount of annual leave they can save up for “rainy
days,” and employees expect to use this leave for
other personal and family needs, annual leave is
usually inadequate to meet ongoing care dzmands
for sick or elderly dependents. As a result, employees
naturally look to sick leave as a potential source of
leave—after all, if they are caring for a sick or frail
relative, why shouldn't sick leave be authorized?

Using sick leave to care for sick or elderly depen-
dents is not without precedent. For example, a
study of State governments as employers found
that:

** * the use of sick leave and extended unpaid
leave for the purpose of caring for an aging
dependent is widely available as official
personnel policy. The quantity of sick leave
that can be used for dependent care ranged
from 3 to 30 days. One state allows employees
to use all accrued sick leave for this purpose
and another allows use of advance leave—
that is, what the employee is expected to earn
within the fiscal year.®

From the point of view of some Federal agencies,
this is at least a plausible benefit to provide. In
response to our questionnaire, 13 agencies indi-
cated that they thought the “ability to use sick
leave to care for, or assist, a sick elderly relative”
was potentially a cost-effective employee benefit
for the Government to offer. When asked if their
agency would support a change in sick leave
regulations to permit caring for sick relatives (e.g.,
children, spouses, or parents), however, the results
showed sharply divided opinions among the
agencies, as table 5 below illustrates:

4 Strongly support
2 Minimally support
1 Neither support nor oppose

Note: Two agencies did not respond to this ques tion

Table 5.
Number of agencies choosing the indicated response to: “To what extent would your agency support
or oppose a change to the Government's sick leave regulations which would permit an employee to
use sick leave if he/she needed to care for a sick relative (e.g., child, spouse, parent)?”

1 Minimally oppose
4 Strongly oppose

8 Don’t know/Can’t judge
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Agencies’ narrative comments on the topic were as
divided as the above response patterns would
suggest. Extracts of representative responses are
shown below:

“QPM regulations currently allow an employee to—‘
use sick leave to care for a family member afflicted
with a contagious disease. * * * The Department of
the Army (DA) would find it difficult to support
any modification of regulations beyond whal is
currently provided.”

Department of the Army

" Annual leave is not sufficient for elder care needs
and current requlations require that an employee
with elder care responsibilities exhaust the only
category of leave that provides for paid vaca-
tions—something that an employee with elder care
or child care responsibilities needs. If sick leave is
not made available for these purposes, we recom-
mend that employees be allowed to accumulate
annual leave without limit to provide for their
child or elder care concerns.”

Department of Justice

|

When we asked OPM about using sick leave to care
for sick or elderly dependents, its response began
by noting that “the Administration has no stated
position on such a proposed change.” After ex-
plaining how various technicalities in its sick leave
regulations (concerning contagious diseases)
impact on the question, OPM concluded that it “is
studying the entire leave system to determine how
well it meets the needs of employees in caring for
their families.”

The statute which establishes an entitlement to sick
leave does not prohibit OPM from allowing Federal
employees to use that sick leave to care for sick or
elderly dependents. In fact, the legal underpinning
for the sick leave provided to Federal civilian
employees is startlingly simple. Specifically, section
6307 of title 5 U.5.C. provides that:
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B An employee is entitled to sick leave with pay
which accrues on the basis of one-half day for
each full biweekly pay period;

B Sick leave which is not used by an employee
accumulates for use in succeeding years; and

B A maximum of 30 days sick leave with pay
may be advanced for serious disability or
ailment.®

Beyond these simple provisions, the law does not
further define what sick leave is or how it should
be used by Federal employees. Rather, Congress
provided for OPM (formerly the Civil Service
Commission) to issue regulations necessary for the
administration of leave (Section 6311 of title 5
U.S.C.). Under this authority, OPM issued the
following instruction in section 630.401 of the Code
of Federal Regulations:

An agency shall grant sick leave to an employee
when the employee:

(a) Receives medical, dental, or optical
examination or treatment;

(b) Is incapacitated for the performance of
duties by sickness, injury, or preg-
nancy and confinement;

(c) Ts required to give care and atten-
dance to a member of his immediate
family who is afflicted with a conta-
gious disease; or

{d) Would jeopardize the health of others
by his presence at his post of duty
because of exposure to a contagious
disease.

While the above regulation is not unreasonably
narrow on its face, it has not changed since 1969. In
the intervening 22 years, employee needs, societal
values and employer-employee relationships have
been evolving. Accordingly, it would appear to be
timely for OPM to revisit this issue.
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For its part, OPM appears to be on the threshold of
action. In its “Strategic Plan for Federal Human
Resources Management,” which it published in
November 1990, OPM acknowledged that “Benefits
are costly and do not meet the needs of relatively
new employees, especially those who are family
care providers and those who suffer injury or long
term illness.” In light of this conclusion, OPM
committed itself to a strategy which seeks (in part)
to “* * * improve the Federal benefits package by
*** considering changes to the leave system, [and]
by exploring the feasibility of a more flexible
benefits package * * *.” # (Emphasis added.)

The time for such changes would appear ripe,
especially since Congress itself has recently encour-
aged a more creative use of sick leave than OPM
has traditionally permitted. Specifically, Congress
inserted a temporary provision into OPM’s fiscal
year 1991 appropriations bill {expiring Sept. 30,
1991) which said:

Notwithstanding any other provision of law,
sick leave provided by section 6307 of title 5,
United States Code, may be approved for
purposes related to the adoption of a child in
order to test the feasibility of this concept
during fiscal year 1991.2

According to OPM'’s guidance on this change
{Federal Personnel Manual (FPM) Bulletin 630-61,
“Sick Leave for Adoptive Parents”), the purpose of
this provision “is to put adoptive parenls on a
more equal footing with biclogical mothers, who
are currently allowed to use sick leave for prenatal
visits.” However, since using sick leave to attend
cotrt hearings or meetings with social viorkers is
certainly further afield from the language of OPM’s
current regulations than using sick leave to care for
sick relatives, the precedent value of this Congres-
sionally requested test should not be loxt.
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From the Board’s perspective, expansion of Federal
sick leave rules to permit at least some usage of
sick leave by employees who are caring for sick or
elderly dependents makes good sense. This type of
benefit could certainly make the Government more
of an “employer of choice” for prospective employ-
ees, as well as sending a posilive message to
current employees about the Government’s inten-
tions relating to work and family concerns.

While in an absolute sense such a benefit may
increase the Government's costs (e.g., sick leave
employees use for this purpose might have other-
wise been forfeited when they resigned or retired),
it would not actually be an increase in an
employee’s entitlement to earn paid leave. Rather,
the benefit would simply give employees more
flexibility in using leave which they have already
earned and are entitled to use (albeit for more
limited purposes).

Moreover, to the extent that some employees may
already be using sick leave to care for sick or
elderly dependents (notwithstanding the fact that
such use violates current OPM regulations), official
sanctioning of this practice obviously would not
further increase costs. Finally, it should be noted
that, for those employees who use all their sick
leave before leaving Government service (e.g.,
employees who take a disability retirement), any
use of sick leave for these expanded purposes
would reduce the sick leave used for the
employee’s own health problems, thus resulting in
no net increase in leave usage.
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Prior to implementation, OPM would obviously
need to consider how much discretion agencies
should have regarding use of sick leave for
nontraditional purposes. Some aspects of this
benefit may require standardized criteria (e.g., how
much of a person’s sick leave may be used for these
purposes; can advance leave be granted; what
information needs to be tracked by OPM), while
others may be more suitable to agency choice (e.g.,
how specific do the criteria need to be which
govern when this type of leave can be granted). '

It would probably be appropriate to conduct
several different pilot programs to test various

approaches to this benefit, before determining what

final regulations are needed. Even then, final
regulations need not be cast in stone—while a
cautious, incremental approach seems prudent at
the beginning, it may well be that a more flexible
approach will be in order once experience is gained
with the concept.
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Finally, the fact that these changes are capable of
being accomplished without the need for further
legislation should give added impetus to any effort
to make them, since it is always difficult to secure
legislative action for a change in benefits. The
Board therefore recommends that OPM pursue this
issue, and unless unanticipated problems are
identified, take action to change its current sick
leave regulations.
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Definitions:

The Federal Government uses the term “alternative
work schedules,” or “AWS,” to describe two
different work schedule variations—flexitime and
compressed work hours. Each of these represents a
different kind of adjustment to the traditional fixed
schedule of 8 working hours per day, 5 days per
week, which begin and end at the same times each
day.

According to the Federal Personnel Manual,
flexitime and compressed work schedules are
defined as follows:

B “Flexitime means a system of work scheduling
which splits the workday into two distinct
kinds of time—core time and flexible time.
The two requirements under any flexitime
schedule are:

(a) the employee must be at work during
core time, and

(b) the employee must account for the total
number of hours he or she is scheduled
to work.”

B A compressed work schedule for a full-time
employee is “* * * an 80-hour biweekly basic
work requirement which is scheduled for less
than 10 workdays * * *.”%
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Both of these AWS programs have multiple options
available. Under compressed work schedules, for
example, there are “5-4/9” workweeks (5 days one
week and 4 days the next week), 4-day workweeks,
and 3-day workweeks. Each of these requires the
employee to work, under a fixed schedule, more
than 8 hours per day. As a result of working these
longer days, the employee is able to work fewer
than 10 days in each 2-week pay period.

In contrast, under the various flexitime options
(flexitour, gliding schedule, variable day or week
schedule, and maxiflex schedule), employees are
only required to put in 8 working hours per day,
but they have the flexibility to vary their starting
and stopping times. Under some flexitime options,
employees can also accrue “credit hours” when
they do work more than 8 hours in a day (thus
occasionally earning the right to take an extra day
off by using their credit hours as if they were
annual leave hours), but this is not a required
aspect of participation in flexitime.

Historical Perspective on AWS Programs:

While pervasive in the Federal Government now,
AWS programs did not exist only 20 years ago. In
fact, they were made a permanent part of Federal
personnel regulations only in 1985. According to
QPM, at the time of their inception, limited
flexitime programs were possible only through
some “creative” interpretation of existing time and
attendance rules:
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The first flexible schedule in the Federal
sector was implemented by the Bureau of
Indian Affairs (BIA) in Albuquerque, New
Mexico, in late 1972. Following the BIA
experiment, flexible schedules spread to the
Social Security Administration Headquarters
(SSA) in Baltimore, Maryland, in 1974, ard
then to several organizational elements i
various Federal agencies. Both the BIA and
SSA began their experiments with flexibl2
schedules because of employee tardiness. lost
productivity, low morale, and, in the cas: of
SSA, an extensive amount of leave without
pay (LWOP). In both cases, when emplovees
were allowed to select their arrival time
under the flexible schedules, productivit, and
morale improved, and, in SSA, LWOP de-
creased.

However, it was not until 1979 that more innova-
tive and aggressive approaches were formally
made legal. At that time, Public Law 95-390, the
Federal Employee’s Flexible and Compresszd
Work Schedules Act of 1978 {(effective Mar. 29,
1979), established a 3-year, experimental program
designed to test the feasibility and efficacy of using
flexible and compressed work schedules. This
legislation, based on proposals submitted by the
Civil Service Commission (now QPM), authorized
several new options, including “credit hours” and
schedules running over 8 hours per day without
the necessity of paying overtime rates.

OPM was a key player in this experiment, as it was
responsible for planning, organizing, establishing,
and managing the test program. Moreover, the
legislation required OPM to specifically evaluate
the effects of the AWS program on six specific
areas: the efficiency of Government operations;
mass transit facilities and traffic; levels of energy
consumption; service to the public; increasad
opportunities for full-time and part-time employ-
ment; and individuals and families generally.
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OPM'’s favorable conclusions about the AWS
experiment in its September 1981 “Interim Report
on the Alternative Work Schedules Experimental
Program” led to Congress’ passage of the Federal
Employees Flexible and Compressed Work Sched-
ules Act of 1982. The legislative history for this act
nicely sums up the many positive benefits which
AWS had brought to the Government and its
employees:

The benefits of [flexitime and compressed
work] schedules to employees were over-
whelming. Working parents could structure
their work schedules to best attend to their
children’s needs. Appointments outside of the
office could be more easily scheduled without
the necessity of taking sick or annual leave.
Travel times to and from the office were
reduced. Employees generally had a greater
degree of control over their work lives which
provided them with more time to devote to
non-work activities.

The benefits of these schedules to govern-
ment, when utilized in a proper fashion, were
also significant. Hours of service to the public
increased. Tardiness and absenteeism of
employees were reduced. Energy consump-
tion in buildings decreased. General produc-
tivity was enhanced.

As with most things, notwithstanding its many
positive benefits, AWS did have some downside
consequences as well. Again, according to the
legislative history:

* * * improper use of alternative work sched-
ules did have some serious repercussions. In
some cases, productivity and work perfor-
mance declined. Service to the public was
delayed and hindered. Workers were unavail-
able when needed. Costs increased. * * * The
result of the experimental program showed
that the use of alternative work schedules can
be beneficial to all concerned when the sched-
ules are used properly. (Emphasis added.)
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While the 1982 act established AWS as an ongoing
program, rather than a test, it also set a 3-year
sunset provision on the program. During this 3-
year period, OPM, GAQ, and the House Subcom-
mittee on Human Resources (among others)
conducted further reviews and evaluations of
AWS, The consensus reflected in these studies was
summed up in 1985 testimony by GAO, which
said: “Overall, efficiency of operations, service to
the public, employment opportunities, and em-
ployee morale have improved.”* Given this
conclusion, Congress made the authorization for
AWS permanent in Public Law 99-196, which was
signed into law on December 23, 1985.

Current Federal Use of AWS Programs:

In making AWS permanent, Congress positioned
the Government as a trend-setter in the use of
flexible work schedules. As the Nation’'s largest
employer, the Government, when it adopts a

program like AWS, legitimizes the concept for
many other employers who might otherwise have
held back. Figure 3 (displayed earlier in the “Back-
ground” chapter of this report) demonstrated this
effect, as it showed that over half of employers
responding to one survey now offer flexitime, and
this percentage is expected to increase among the
responding employers to about 86 percent by the
year 2000.

In terms of actual use by employees, the Federal
Government still leads the rest of the country. As
figure 5 below shows, more Federal workers are on
flexible work schedules than are workers from
other sectors of the economy. The Federal
Government’s 19-percent participation rate for
flexitime use by full-time wage and salary workers
is almost 50 percent higher than for private sector
or State government employees, and over three
times the rate for local government employees.

Category of Employer

Figure 5.
Percent of Full-Time Wage and Salary Workers
on Flexible Work Schedules, by Category,
May 1989
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Source: Unpublished data from a May 1989 supplement to the “Current Population Survey,” Bureau of Labor Statistics.
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Since an aggregate percentage such as that shown
above can mask widely different situations among
agencies, in our questionnaire we asked agencies to
estimate what percent of their employees “have the
opportunity to participate in at least one type of
alternative work schedule.” Of the 16 agencies
which offered an estimate, 13 said that at least half
of their employees have the opportunity to partici-
pate in AWS, while 1 each said 0, 20, and 30
percent, have this opportunity. Moreover, of the 12
agencies which were able to respond to a question
asking for an estimate of how many employees
“actually do participate in some form of AWS,” 6
said over 50 percent, while the rest said fewer than
50 percent.

As regards the trend in employee participation, 14
agencies believed that use of compressed work
schedules had increased in recent years (5 said
“Increased substantially” and 9 said “Increased
minimally”), while none believed it had decreased.
For flexitime, 12 agencies believed that its use had
also increased (1 said “Increased substantially” and
11 said “Increased minimally”), while 1 agency
said flexitime use had “Decreased minimally.”

AWS as a Work and Family Benefit:

A recent article addressing work and family issues
succinctly described why AWS programs are
needed. It said:

Traditional work schedules can cause prob-
lems for employees with families because (a)
excessive work hours prevent workers from
spending enough time with their families, (b)
the work day either starts too early or ends
too late and thus does not allow for quality
time with their families, and (c) work sched-
ules often do not mesh with child care ar-
rangements.*
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As suggested by the legislative history quoted
earlier, Congress apparently saw similar conse-
quences of traditional work schedules and deter-
mined that AWS had the potential to aid Federal
employees in balancing their work and family lives.
Recent MSPB research would appear to support
this conclusion, at least on the level of showing that
substantial numbers of employees consider AWS to
be a valued benefit.

Specifically, the Board asked a large
Governmentwide sample of Federal employees
what role selected benefits play in retaining current
Federal employees. When given a choice of 13
different factors and asked, “How does each of the
following affect your decision to stay with or leave
the Government?,” 49 percent of responding
Federal employees listed “Flexible work schedule”
as a “reason for staying in Government,” while
only 10 percent said it was a “reason for leaving
the Government.” Forty-one percent said it was
“neither a reason to stay nor leave.”¥

In fact, taking this perspective one step further, it is
Interesting to note the 1981 research of Haicyone H.
Bohen and Anamaria Viveros-Long, who sought to
determine the effects of flexitime on different
categories of employees. They hypothesized that
flexitime would reduce stress and that employees
with the most work-family stress would benefit the
most from flexitime (i.e., dual income couples with
children and single parents). To their surprise, the
researchers found that “* * * the families most
helped by a modest flexitime program are those
with the fewest work-family conflicts, namely
those without children.”

In explaining their survey results, researchers
Bohen and Viveros-Long concluded:
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Plainly, the magnitude of the logistical,
energy and time demands on families with
two employed parents, or a single parent,
cannot be dramatically altered by minor
changes in daily work schedules. Ironically,
the reverse may also be true. That is, parents
with young children may be precluded from
varying their schedules—even when they
have a flexitime option—because the logistics
of their lives are so fixed. For example, the
schedules of the babysitter, child care center,
school, or other parent may dictate when they
can go to and from work.

In light of these findings, the researchers offered
two important insights:

B “***asmall degree of flexibility helps a lot
with little problems (i.e., the logistics of single
adult families); but it helps only a little with
big problems (i.e., the logistics of families
with children and employed parents,” and

B “* ** people can have positive attitudes
towards the idea of choice in the scheduling
of their work while still recognizing the
limitations of the modest version of flexitime
examined in this study.”#

The Future of AWS
Within the Federal Civil Service:

It is perhaps the types of “positive attitudes”
spoken of above which led Federal employees to
consider flexible work schedules as a “reason for
staying in Government” in the Board’s survey cited
earlier. In any event, given these positive attitudes,
it is unfortunate that more agencies do not more
aggressively publicize the availability of AWS
programs. In our questionnaire, we asked agencies,
“How often does your agency mention AWS
coverage in recruiting brochures, job announce-
ments, interviews, etc. when it applies to the job
being advertised?” In response, 1 agency said
“Most of the time,” while 16 agencies said “Some
of the time” and 3 said “Never.” In addition, two
agencies said “Don’t know/Can’t judge.”
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In a similar vein, we also asked agencies what
effect AWS had on the morale and productivity of
their employees. Of those agencies able to make a
judgment, about half said AWS had minimally
improved morale, while the rest said it had sub-
stantially improved it. Regarding productivity,
almost half of the responding agencies said AWS
had improved it, while the rest said it had neither
improved productivity nor hurt it.

Putting all these pieces together, we believe that
Federal agencies are on the right track regarding
use of AWS programs. From the above data, it is
clear that AWS programs are having a meaning-
fully positive effect on agency operations and
employees. Agencies able to offer-an opinion
believed that morale had improved, and if a major
reason to have programs such as AWS is to recruit
and retain a high-quality workforce, morale
impacts such as those shown above are certainly
desirable outcomes.

Moreover, since the positive impacts of AWS
substantially overshadow the relatively few
downside effects reported (a few agencies said
AWS made it minimally more difficult to supervise
employees), agencies should be looking for more
opportunities to expand use of AWS and to better
publicize its availability. Since the Federal Govern-
ment is already a leader in this benefit area, it
makes sense to capitalize on this fact, and use it as
a marketing tool in recruitment efforts. To the
extent that AWS also gives some productivity
enhancement to agencies, this can be viewed as
“icing on the cake”~—not to be dismissed, but not a
prerequisite for expanded programs either.
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The Legal and Historical Framework for
Federal Part-Time Employment:

The current authority for Federal part-time em-
ployment was established by the Federal Employ-
ees Part-Time Career Employment Act of 1978.%
This piece of legislation was particularly notewor-
thy for its forward-thinking intent, as 13 years ago
it foreshadowed many of the work and family
“values” which are considered state-of-the-art
today.

Specifically, the “Congressional Findings and
Purpose” section of the law recognized that “* **
many individuals in our society possess great
productive potential which goes unused because
they cannot meet the requirements of a standard
workweek,” and that permanent part-time employ-
ment:

B Provides older individuals with a gradual
transition into retirement;

B Provides employment opportunities to
handicapped individuals or others who
require a reduced workweek;

B Provides parents opportunities to balance
family responsibilities with the need for
additional income;

8l Benefits students who must finance their own
education or vocational training;
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B Benefits the Government, as an employer, by
increasing productivity and job satisfaction,
while lowering turnover rates and absentee-
ism, offering management more flexibility in
meeting work requirements, and filling
shortages in various occupations; and

W Benefits society by offering a needed alterna-
tive for those individuals who require or
prefer shorter hours (despite the reduced
income), thus increasing jobs available o
reduce unemployment while retaining the
skills of individuals who have training and
experience.

Given the above findings, the act went on to state
that its purpose was “* * * to provide increased
part-time career employment opportunities
throughout the Federal Government.” In terms of
doing this, however, the new law actually made
only a few substantive-changes in the way part-
time positions were treated. These included:
defining part-time positions as those involving 16
to 32 hours of work per week; specifying that part-
time positions were to be counted on a pro-rata
basis when computing end-of-year personnel
ceilings; and specifying that the Government’s
contribution to health insurance premiums for
part-time employees was to be prorated as well.
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In addition to these substantive changes, the law
established several other requirements which
turned out to be largely symbolic. These included
the following: agencies should establish part-time
career employment programs which would 2ncour-
age creation of part-time positions; agencies should
establish communication channels between em-
ployees engaged in part-time career prograni
activities; OPM (then Civil Service Commission)
should advise and assist agencies with their part-
time career programs; OPM should conduct
research and demonstration projects relating; to
part-time employment, including job sharing; and
agencies should report to OPM and that OPM
should, in turn, report to the President and Con-
gress on part-time employment within the Federal
Government.

In passing the part-time career act describec. above,
Congress intended to correct what it viewec as a
serious shortcoming in Federal personnel practices.
According to the legislative history for this act:

The Federal Government has lagged far

- behind the private sphere in providing and
improving part-time employment opportini-
ties of any type. In 1977, only 2.3 percent of
the Federal work force were permanent part-
time employees. Moreover, 89 percent of the
part-time federal jobs are in the lower grade
levels, primarily in the clerical, food and
medical services.

This record is particularly disappointing
because the issue of increasing part-time
employment opportunities in the Federal
Government is not new. Fifteen years ago [in
1963] the President’s Commission on the
Status of Women recommended that the
Federal Government establish a permanent
structure for part-time job opportunities in
Federal agencies. * * *

[The Federal Employees Part-Time Career Act
of 1978] is a modest step toward increased
part-time employment opportunities. How-
ever, its importance should not be underesti-
mated. Only legislation can make expanded

. part-time employment opportunities a true
national priority and strengthen the agencies’
resolve to embark upon such programs.®

The legislative history went on to describe previous
congressional attempls to pass part-time employ-
ment requirements, which would have “* **
required each agency to set aside 2 percent of all
jobs in each grade each year during the next five
for permanent part-time employment,” in order to
assure that the desired changes would occur. While
Congress ultimately decided not to impose legisla-
tively mandated quotas, the congressional authors
clearly expressed their expectations, saying, “** *
the agencies must make a substantial good faith
effort to set goals which would represent meaning-
ful progress and to move toward them.”

Developments Since Passage
of the Part-Time Employment Act:

While the 1978 act was quite explicit in detailing
certain actions which agencies and OPM were
expected to take, responses to these mandates have
been spotty at best. When GAO examined the
status of Federal part-time employment programs
in July 1986, it found that, in general, neither OPM
nor the agencies had fulfilled their duties under the
act. Given these findings, it is not surprising that
GAOQ also found that:

[w]hile the number of part-time employees
governmentwide increased during 1979 and
1980, the first years after the legislation
became effective, there has since been a
general downward trend. From January 1981
to January 1986, part-time employment
dropped by about 11 percent. Over the same
period, the total number of permanent federal
employees increased by about 1.5 percent.”
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As the above figures show, in the first 6-plus years
of the Part-Time Career Employment Act’s exist-
ence, there had not been much “meaningful
progress” toward meeting Congress’ expectations
of an increase in the number of Federal part-time
employees. In fact, by 1989, the percent of Govern-
ment employees on part-time schedules (2.3
percent) was identical to what existed back in 1978.

Fortunately, the total picture of Federal part-time
employment is not as bad as these raw statistics
would suggest. For one thing, there has been a
significant transformation in the grade level of
part-time employees. According to OPM, between
1978 and 1990, the number of part-time employees
in wage grade and GS-1 through G5-3 positions
declined dramatically (from 25,446 to 12,346), while
those in higher grades increased substantially {e.g.,
part-time positions in grades G5-4 through G5-9
increased from 16,303 to 20,792, while those in
grades GS-10 and above increased from 2,577 to
7,378).

Also, there has been an important shift in the
nature of the Government's part-time workforce.
Prior to the 1978 act, the Government had large
numbers of “part-time” employees who were
involuntarily required to work 39 hours a week, in
order for agencies to escape end-of-year full-time
employee “ceiling” requirements. Since passage of
the act, part-time positions are defined as those
involving between 16 and 32 hours of work each
week, and employees serving in such positions are
more likely to be there on a voluntary basis.

Having noted all of the above, there is no question
that these changes in the nature and composition of
the Federal part-time workforce are positive
developments. However, the fact remains that the
progress which has been made still falls far short of
what might have been expected by the authors of
the 1978 act.

For comparison purposes, it is worth noting that
the nationwide population of part-time workers
(including both public and private sector} has
generally ranged from 15 to 18 percent of the
workforce over the last 20 years.” While the
universe of Federal jobs certainly differs in makeup
and mission from the general civilian workforce
(e.g., compared to the private sector, the Govern-
ment employs relatively few part-time food-service
workers), and the private sector complement of
part-time workers includes some significant
number of peopie who are only working part-time
because they were unable to secure full-time
employment, these figures still suggest that there is
substantial opportunity to expand the number of
Federal part-time jobs, if Federal managers chose to
allow them or sought to create them.

The causes of Federal agencies’ lack of action in the
area of part-time employment are not conclusively
‘known. While it is obvious that a manager would
be reluctant to give up a full-time position and only
get one part-time position to replace it (since the
total work hours of a part-timer are inherently less
than a full-timer), nothing precludes hiring mul-
tiple part-time employees to fill what had previ-
ously been full-time slots. Moreover, while such
multiple hires could take the form of job-sharing:
arrangements {as discussed below), they need not
do so. '

Turning then to other potential factors, it does not
appear that productivity concerns about part-time
employees are an issue for Federal agencies. When
we asked agencies, “Overall, how would you judge
the productivity of your agency’s part-time em-
ployees versus full-time employees, per hour
worked?,” no agency indicated that part-time
employees were less productive than full-time
employees (2 agencies said “Part-timers are some-
what more productive,” 11 agencies said “Part-
timers are equally as productive,” and 9 agencies
said “Don’t know/Can’t judge”).
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Similarly, cost would not appear to be a concern,
since there are relatively few additional costs
associated with hiring part-time employees. Part-
timers are counted on a pro-rata basis against
employment ceilings, and their benefits {such as
leave, retirement, and the Government’s share of
the cost of health insurance premiums) are also
prorated. While it can cost agencies more tc train
two part-time employees than it would if one full-
time person filled a particular job, given the
relatively small number of positions involvad, such
costs are probably not a major impediment to
expanded part-time opportunities at this time.

Furthermore, when we asked agencies how the
number of part-time jobs matched up with the
number of employees wanting to work part-time,
no agency said it was having trouble filling its
existing pari-time positions; thus, recruitment does
not seem to be a drawback either. Moreover, given
projections about the declining skill levels of new
entrants into the workforce, the potential to hire
people in the future who are skilled, but may not
be interested in full-time work (e.g., recent
nonfederal retirees, students, and disabled work-
ers), should not be overlooked. Finally, as table 6
below shows, only six agencies indicated that they
had reached (or nearly reached) the practical limit
of how many part-timers they could reasonably
use:

Given all of the above, it seems a reasonable
inference that the paucity of part-time positions in
the Government is more a result of organizational
inertia than it is a conscious decision not to have
such positions. Except in a few agencies which
have substantial part-time programs {e.g., the
Department of Veterans Affairs and OPM), most
part-time positions that do exist were probably
created in response to requests from individual
full-time employees who requested a change to
part-time status, rather than as part of a planned
program or policy.

Job Sharing:

Congress recenily included the following mandate
in OPM’s 1990 appropriations bill:

The [House Committee on Appropriations] is
aware of the increasing number of federal
employees with children and dependent
elderly family members and has included
$250,000 for OPM to establish and operate a
program designed to facilitate job-sharing
arrangements authorized under Public Law
95-437 [the Federal Employees Part-Time
Career Employment Act of 1978).

Table 6.
Number of agencies choosing the indirated response category to: “There is certainly some practical
“limit to the pércent of an agency’s workforce which could efficiently and effectively be made-up of
part-time positions, assuming employees were available to fill such positions. Toe what extent has

your agency reached this practical limit?”

2 Toa great extent
4 To a moderate extent
2 To a minor extent

3 To no extent

11 Don’t know/Can’t judge
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The Committee expects OPM to act as a
clearinghouse for information pertaining to
individuals seeking employment under job-
sharing arrangements, and any positions that
may be filled under such an arrangement.

The Committee expects that OPM will auto-
mate the clearinghouse function, making it
compatible with agency persennel data
systems and providing computerized listings
for easy access by agencies and applicants. In
this regard, OPM should survey agencies to
determine what positions are appropriate for
listing under the program and how rights and
responsibilities would be appointed under a
job-sharing arrangement. Data on individuals
wishing to be included in listings furnished
may include among other information per-
sonal qualifications, positions sought, and
time of availability for work.

The Committee expects OPM to take reason-
able measures to provide continuing notice to
Government employees and applicants
relating to the availability of the program.®

Through this language, OPM was ordered to create
a job-sharing program, in contrast to the ad hoc
unstructured approach which has otherwise
characterized part-time employment in the Gov-
ernment (notwithstanding Congress’ mandate in
the 1978 part-time career act requiring agencies to
have part-time programs). Whether a job-sharing
program can be the catalyst which finally puts
Federal part-time opportunities on the map,
however, remains to be seen.

Job sharing essentially combines the efforts of two
{or more) part-time employees, in order to fill one
full-time slot. Thus, for this idea to work, there
must be at least two employees in the same agency
and post of duty who are personally and profes-
sionally compatible, and who want to share one
job. Logistically and interpersonally, this approach
has potential problems inherent in it.
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Regarding the characteristics of successful job-
sharing teams and job-sharing arrangements in a
white-collar work environment, OPM says that:

The experience reported by employers of jolb
sharing teams suggests that job sharers must
be good communicators, be willing to consult
and cooperate as members of a team rather
than as competitors, be flexible, and have a
strong commitment to the job and to making
the job sharing arrangement work. They must
have complementary skills, knowledge and
abilities—and also compatible work

styles. * * %

Almost any reasonable arrangement is
possible if it meets the needs of the supervisor
and job sharers. Scheduling should take
advantage of the fact two people rather than
one are filling the job; these possibilities
include overlapping time, split shifts, or
working in different locations at the same
time. Work schedules for job sharers can be
from 16 to 32 hours per week and can be
varied in the same way as other part-time
employees.™

Given all the complexities of job sharing, it appears
to us that Congress” hopes for substantial expan-
sion of Federal part-time job opportunities are not
likely to be fulfilled through this program alone.
It's not that job sharing is inherently a bad idea, but
rather that it takes a potentially simple solution
(having multiple part-time employees filling what
would otherwise be full-tme slots} and makes it
complicated. Given its inherent complications, it
would seem that simply restructuring full-time
positions into distinct part-time positions, without
the interdependency of job-sharing arrangements,
gives most of the same benefits without the com-
plexities of formally-shared positions.
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Having said this, if maintaining the integrity of a
unified full-time position makes it easier for some
managers to create part-time slots, this option
should certainly be made available to them. Where
there are employees available who want this type
of arrangement and can bring it off successfully,
both the employee and the Government can benefit
(e.g., the employee gets the part-time schedule
which he or she wants, while the manager gets a
built-in backup capability when workload or
turnover require it).

In summary, it would appear that particioation by
Federal employees in job-sharing teams i« unlikely
to expand dramatically and, therefore, job sharing
is unlikely to be the means through which part-
time opportunities become significantly more
common throughout Government. We would
therefore encourage agencies and OPM tc actively
consider not only job-sharing programs, tut also
job restructuring initiatives, when they wish to
expand part-time job opportunities.

Part-Time Employment
as a Work and Family Benefit:

“I consistently worked & plus days a week and

long hours. I refused to continue that kind of

schedule after having a baby. [1 would have stayed

if 1 had been] permitted to work pari-time for

several years while my children were small.”>
An “outstanding” 34-year-old Federal
attorney who resigned while earning
$68,000 a year.

The above quote, drawn from a survey of lederal
employees who were resigning, epitomizes the
challenge facing the Government’s part-time
employment programs. On its face, it seems
surprising that such a seemingly simple accommo-
dation as attempting to structure a part-tim-e
schedule might have kept a valued employ=e from
leaving. And yet, for whatever reason, this option
was not made available to her.
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Given the statistics cited earlier, the dilemma faced
by that “outstanding” attorney is apparently not an
isolated incident. The reality is that Government
efforts to increase the numbers of part-time job
opportunities have been largely ineffective. This is
unfortunate, since as a work and family benefit,
part-time ernployment can be a real boon to an
organization.

Consider the following comments from a personnel
manager at one private sector firm: “There are a lot
of mothers out there looking for a place where they
can put in a good, productive workday without the
stress of having to make arrangements for child
care before and after school and on school holi-
days.” In response to this realization, this
manager’s firm hired several mothers to work 9
a.m. to 2 p.m. Monday through Friday, with school
holidays and surmnmer vacations off. As a result,
“[tlhe firm had such a good response to its initial
advertisement of the new program that it [now]
has a waiting list ***.”%

Regarding the role of mothers, some workforce
statistics detailing the gender of part-time employ-
ees are interesting to note at this point of our
analysis. Nationally, roughly 1 in 10 working men
are on part-time schedules, while about one-

~ quarter of working women are. Within the Govern-

ment, 71 percent of the part-time workforce are
women.”

Looking to the future, these gender statistics may
be changing, along with many other “givens” in the
work and family equation, as is illustrated by the
following study results quoted by American
Demographics magazine:
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In a 1985 study of 4,000 Du Pont employees,
52 percent of the women and just 18 percent
of the men were interested in working part-
time. In 1988, a similar study found that the
number of women interested in part-time
work had remained constant. But the percent-
age of interested men had nearly doubled, to
33 percent. Even more startling was that 25
percent of the men and about 50 percent of
the women said they had considered seeking
another employer who offered more work or
family flexibility.®

Successful work and family programs such as part-
time employment offer a proactive means through
which the Government can respond to the demo-
graphic changes which are currently taking place in
the job market. The increasing role of women in the
workforce, and the Government’s increasing need
for women to fill critical jobs, both argue for
creating more part-time positions. They also raise
the question of what actions, if any, the Govern-
ment could (or should) take to make its part-time
positions more attractive than potentially compet-
ing private sector part-time positions.

In talking about the flexibility that part-time work
options provide, a former director of the Women’s
Bureau, Department of Labor, noted that “* **
many women have sacrificed some measure of
economic security for that flexibility. This need not
be the only alternative. Creative options are needed
to achieve and protect the rights, benefits, compen-
sation, and opportunities for all workers.”

In this regard at least, the Government offers a
better part-time benefits package than some other
employers. Federal part-timers are typically hired
as permanent employees and are eligible for the
same types of benefits as full-time employees. As
mentioned earlier, however, the Government’s
contribution to these benefits is prorated, commen-
surate with the number of hours per week that the
employee is scheduled to work.

Looking to the future, perhaps one area where the
Government might choose to further distinguish
itself from other employers would be in what
additional benefits it grants to part-timers. While
the current system of prorating benefits avoids
treating part-time employees more generously than
full-time ones, there is nothing sacrosanct about
this approach. In fact, our current definition of
what is {or is not) considered part time is essen-
tially arbitrary:

As late as 1938, 60 percent of federal employ-
ees worked more than five days a week. * **
Considered historically, the current defini-
tions of full-time and part-time work lose
substantive meaning and reflect simply the
expectations of the historical moment. For
example, when ten-hour days were the norm,
eight-hour days would have been considered
part-time.”®

In light of this historical perspective, if the Govern-
ment ever had a problem in recruiting part-time
employees, or wanted to gain an advantage in
retaining its part-time employees, it could consider
providing more liberal benefits to part-timers than
it currently does. Even without such an approach,
however, it would appear that more aggressive
action by OPM and top agency executives could
translate into expanded part-time opportunities
within the Federal Government.

OPM’s recent issuance in the FPM on part-time
employment and job sharing (FPM Letter 340-3,
dated Sept. 10, 1990) was one important step in this
direction, but moere can and should be done. Since
our analysis uncovered no substantive drawbacks
to part-time work, and there appear to be several
arguments in its favor, we encourage such action
where compatible with the work and mission of an
agency.
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What Is Flexiplace:

“Imagine the workplace of the future. Imagine an
office that's easy to reach, and not on the far side
of a commute that leaves your mind numb, your
body shaken. Imagine an office in which you feel
totally at ease—a place tailored to your individual
needs and tastes. Imagine an environment where
you feel free, and not like a prisoner enslaved by a
rigid schedule. Imagine your own HOME."®
The Wall Street Journal

With the above quote, the Wall Street Journal
began an interesting exploration of futuristic trends
appearing in the workplace, including flexiplace.
While descriptions such as these can make working
at home sound almost hedonistic, the reality of
flexiplace is much closer to work than play. In fact,
the article cited above went on to make the follow-
ing point:

Many managers have to be convinced that
allowing workers to stay home isn’t giving
them permission to loll around in their
bathrobes watching ‘People’s Court.” Most
managers say the reverse is true: Home
workers are more likely to show compulsive
tendencies than slothful ones.®
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Because flexiplace is so easily misunderstood, it is
important to first clarify what flexiplace is and is
not. The following explanation taken from a
document prepared by the President’s Council on
Management Improvement (PCMI) provides some
of this context: :

Flexible workplace, work-at-home,
telecommuting, and teleworking all refer to
paid employment away from the traditional
office.

Telecommuting and teleworking imply use of
high-tech telecommunications and computers
to perform work from remote locations.
Work-at-home, as defined in the Flexible
Workplace Project, covers work regardless of
high-tech or low-tech applications.

Many home workers need nothing more than
an ordinary telephone, typewriter, or pen and
paper to accomplish work objectives. In
addition to working at home, flexible work-
place covers work done at satellite offices as
well. Tt is, in the most general terms, not
limited by geography or technology.
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Flexible workplace always implies an em-
plover-employee relationship where the
location uf the worksite is shifted away from
the primary traditional worksite. [t should not
be confused with home-based businesses
{(cottage industries) or independent contractor
arrangements in the home.

It is also quite different from sttuations where
employvees permanently work out of their
homes, traveling daily to clients or audit and
inspection sites on premises not controlled by
their emplovers. [n these instances, their
homes, not their worksites, are considered
their official duty stations.™

While tlexiplace has been growing in popularity
with private sector employers, this has not oc-
curred withoul controversy, as the following
excerpt quoting futurist John Naisbitt illustrates:

In Megatronds (1982), John Naisbitt says ‘T do
not think many of us will choose to work at
home in our electronic cottages.... Very few
people will be willing to stay home all of the
time and tap messages to the office. 'eople
want to go to the office. People want to be
with people, and the more technology we
pump in to society, the more people will want
to be with peeple. It is good for emergencies
(litke Mondays) and to be able to stay home on
some days and deal with your office and
work through a computer ts an attractive
occasional option. During certain specific
periods—the late stages of a pregnancy, for
cxample—it is usetul to be able to continue
work via a computer. But for the most part,
we will seek the high touch of the otfice.™

Others have also pointed out that flexiplace is not
an unmitigated panacea. For example, one recent
survey of corporate employees attem pted to
document the pros and cons of this program. Table
7 shows the complaints cited about working at

home:
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Table 7.
Complaints raised by corporate employees,
when asked about the disadvantages of
working at home.

Complaint Percent
Hard to separate personal §
and work life 27 1
Less time for yourself 26
Work too much 24
Lack interaction with co-workers 24
Lack work equipment 12
Lack clerical support 10
Less sense of belonging to company 7

Source: Cynthia Crossen, “Waorkplace-Where We'll Be,” Wall
Street Journal, June 4, 1990, p. R8. (Data cited were based on
a survey by Link Resources.)

[nterestingly, of the reasons given for choosing fo
work at home, only 8 percent of respondents in the
above-cited survey gave “More ime for family™ as
their primary maotivation. When this is coupled
with the 27 percent who complain that flexiplace
makes it “TTard to separate personal and work
life,” it serves to validate one concern often ex-
pressed by experts on flexiplace. That is, flexiplace
should not be used as a substitute for child care,
since most people find it difficult to attend to their
children’s needs and to accomplish productive
work at the same time.
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How the Government Plans to Learn
About Flexiplace:

Under the guidance of the President’s Council on
Management Improvement (PCMI), the Federal
Government recently began an innovative effort to
gain first-hand experience with flexiplace. This is
occurring through a carefully monitored 1-year
program, called the Federal Flexible Workplace
Pilot Project, which is being coordinated by OPM
and GSA.

According to the project guidelines developed by
PCML, flexiplace can help agencies by:

** * [providing] increased ability to attract
and retain employees in critical occupations
and positions, such as technical and scientific
researchers or computer programmers;
targeting new labor markets such as severely
handicapped individuals; reducing space and
associated costs; or enabling agencies to better
conduct the organization’s work by allowing
increased flexibility in the location of the
work site.®

In experimenting with flexiplace, the Government
is venturing into a concept which doesn’t fit neatly
into its traditional workplace model, as the follow-
ing quote from a recent newspaper article illus-
trates:

The fact that Emily Tull works out of her
home isn’t unusual. What is unusual is who
she works for. Mrs. Tull's employer is the
federal government. A building management
specialist for the General Services Adminis-
tration, she is one of a limited number of
federal civilian employees who aren’t re-
quired to punch in down at the old Depart-
ment of Whatever. * * * Years after the private
sector began experimenting with the notion of
telecommuting, the nation’s largest employer
is belatedly about to join the trend.®
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Within the Federal Government, flexiplace as an
officially sanctioned way of doing business is a
relatively new phenomenon. While in the past
individual managers may have authorized ad hoc
work-at-home arrangements in special one-of-a-
kind circumstances (e.g., a task force needing to get
away from the office in order to concentrate on a
special project, or a valued employee who is
temporarily incapacitated and unable to travel to
the office), there was no organized or publicized
effort to authorize such arrangements.

In fact, where ad hoc work-at-home arrangements
were allowed, they would typically be “kept
quiet,” since there was a vaguely illicit connotation
to such an unorthodox action—after all, the Gov-
ernment doesn’t do things like that! This attitude
flows from an organizational culture within most
Federal agencies which does not encourage risk
taking, particularly in regard to personnel policies
and practices.

Because of this organizational culture, the current
Federal experiment with flexiplace is all the more
extracrdinary. Both OPM and GSA deserve credit
for their leadership role in this endeavor, which
might have subjected each of these agencies to
criticism.

Moreover, given the support flexiplace has re-
ceived from PCMI, OPM, and GSA (to say nothing
of President Bush, who has endorsed flexiplace in
several speeches), agencies can even reap favorable
publicity because of their involvement with this
approach, rather than having to keep flexiplace
activities quiet. Consider this news item which
recently appeared in the Washington Post:

Social Security chief Gwendolyn S. King,
recovering at home from back surgery, has
what has to be the world's biggest work-at-
home assignment. The Social Security Admin-
istration has installed a fax machine at King’s
Washington home so she can read and sign
documents during her recuperation.
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Progress of the Government’s
Flexiplace Pilot Program:

To date, agency participation in the flexiplace pilot
program has been disappointing. OPM had ex-
pected up to 1,000 participants by January 1991,
but by June 1991, only about 350 employees at

about a dozen agencies had signed up for the pilot.

In commenting about this poor showing, one
consultant who specializes in flexiplace: programs
put this situation in perspective, as follows:

There is a very natural and predictasle gap
between the initial enthusiasm for a program
like flexiplace and the decision to buy into it
later down the line. A program like this
catches people off guard. You're dealing with
agencies that have their own agenda. There is
the first group who are the acceptors and sign
on right away. Then there is the second group
who are interested and curious, but not ready
to sign on the dotted line. Then therz is the
real latency group, the folks who alinost
never do anything first. In six months, if there
was still this reluctance, it would tell me that
the bureaucracy is so tradition-bourd that
nothing could change it.®

Based on the available information, it does not
appear to us that the pilot’s slow start necessarily
means that flexitime cannot succeed in the Federal
Government. In responses to our quesiionnaire,
several agencies indicated an interest ia flexiplace
but felt there was insufficient time to prepare for
participation in the pilot program OPM was
offering, or felt that the pilot program put too
many constraints on them. For example, the
Department of Veterans Affairs said:
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We are very interested in the flexiplace
concept and believe it has great potential
benefit. Given the July 1990 start-up time for
the OPM pilot and the size of VA and its
labor commitments, we felt that there was not
adequate time to develop a quality program.
However, we are considering a number of
flexiplace experiments under current * * *
guidelines.

If departments such as Veterans Affairs do conduct
their own independent programs, it might be
useful if they explored issues which the OPM test is
not adequately addressing. For example, one
aspect of flexiplace needing evaluation is the
provision allowing employees to work at satellite
offices, rather than their homes. This option could
have much appeal, particularly for managers who
are threatened by the concept of employees work-
ing at home.

This option needs to be evaluated because its
biggest impediment will probably be the adminis-
trative red tape which might ensue if an employee
of one agency wanted to work at a Federal office
nearer his or her home and that office happened to
belong to a different agency. Unless there were a
streamlined way for agencies to work with OPM
and GSA to provide for such arrangements, it
appears unlikely that this concept could succeed.

Turning to a different aspect of the flexiplace
program, we also asked agencies to estimate what
percent of their workforce “* * * could conceivably
meet the minimum criteria for being able to use
flexiplace at least 1 day per week (i.e., have some
work which is portable, that is, not site-depen-
dent)?” Most agencies felt unable to respond—of
the 22 agencies queried, 17 said “Don’t know/
Can’t judge.” Of those who did hazard a guess, one
said 100 percent, one said 40 percent, and three
said 20 percent or below.
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In its response, OPM estimated that 80 percent of
the Government’s permanent full-time civilian
nonpostal positions could meet the minimum
criterion cited above. In explaining this estimate,
OPM said:

From a job structure viewpoint, relatively few
such positions would not meet minimum
criteria. The primary ones that would not
meet the criteria are site-dependent positions
such as nurses, librarians, and most blue
collar workers. The percentage furnished
above reflects a rough estimate of the propor-
tion left when,we remove the site-dependent
workers.

Interestingly, however, even though most agencies
couldn’t estimate how much of their workforce
might be able to use flexiplace, a number of agen-
cies did have a positive assessment of what
flexiplace might mean to their recruitment and
retention of employees. These results are detailed
in table 8 below:

Results of EPA’s Experiment
With Flexiplace:

Since the PCMI pilot program was just getting off
the ground at the time this report was being
prepared, it was not yet a useful source of data on
how flexiplace might actually function in a Federal
work environment. However, the Environmental
Protection Agency (EPA) recently concluded a
small-scale pilot of flexiplace in its Research
Triangle Park, NC, office. As this effort was very
well organized and documented, as well as com-
prehensively evaluated (even though there were
only seven participants), we anticipate that its
results may be representative of those found when
the larger PCMI pilot is completed.

In an independent evaluation of EPA’s pilot, a
consultant’s report identified three “critical success
factors” for the program. These were: choosing the
proper jobs; choosing the right participants; and
consistency with an organization’s culture.” Based
on the consultant’s review, EPA’s pilot properly
addressed each of these factors; thus, it was able to
fulfill its function and

Table 8.

employees?”

Recruit new Retain current

Number of agencies choosing the indicated response to: “To what extent
do you believe that flexiplace would enhance your agency’s ability to
recruit and select quality new employees and retain current superior

effectively test the
concept.

More specifically, EPA’s
pilot program was also
deemed successful at
meeting the objectives set
for the experiment; i.e., to
test the concept’s feasibil-
ity and to gather data on

Note: Two agencies did not respond te this question.

employees employees
3 2 To a great extent
4 8 To a moderate extent
9 4 To a limited extent
0 1 To no extent
4 5 Don’t know/Can’t judge

its costs and benefits.
According to the follow-
ing statement from EPA’s
internal evaluation, there
were six key findings
from the pilot:

. A Report by the U.S. Merit Systems Protection Board
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(1) Tt is feasible to successfully establish and
support Federal employees at an offsite
work setting. Employee participants,
management, and the Union were all
pleased with the overall design and
implementation of the project and felt
that valuable lessons were learned
regarding policy and logistics issues.

(2) All employee participants reported that
working at the alternate work site
resulted in increased morale. Partici-
pants particularly stressed the satisfac-
tion of being able to concentrate fully on
their work due to fewer interruptions.
All participants wished to continue
working offsite.

(3) Coworkers expressed little to no nega-
tive reactions during the pilot phase.
Most perceived that the pilot had been a
success and expect that the program will
continue and be expanded.

(4) Managers were pleased with the perfor-
mance of the individual selected for the
pilot project, but expressed reservations
as to whether others on their staff would
experience similar success. With regard
to continuing or expanding the program,
reactions ranged from strongly opposed
(many) to generally supportive (few).

(5) Overall, employee participants did not
show an increase in productivity or an
improvement in the quality of work;
either by subjective or objective evalua-
tion.

(6) The majority of the benefits of the
program accrue to the employee and,
accordingly, only indirectly tc OARM
[Office of Administration and Resources
Management].” |
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These last three points bear some further discus-
sion. Regarding the first point (i.e., managerial
reluctance to continue or expand the flexiplace
programy), several themes emerged in EPA’s
analysis of the point. These included the following
issues:

B in offices where flexiplace was not offered,
employees who would have wanted to
participate in the program might have nega-
tive feelings about being denied the chance to
do so;

B in offices where it was to be offered, there
could be potential problems for supervisors in
justifying which employees were allowed to
participate, since the criteria which might be
employed would be highly subjective (i.e.,
level of motivation, ability to work indepen-
dently); and

B managers had a general discomfort with the
implications of being accountable for the
work of a larger number of employees who
were working offsite, since this was an
unfamiliar and threatening concept to tradi-
tionally-minded managers.”

From our perspective, none of the aforementioned
concerns rises to the level of a fundamental flaw in
flexiplace. While each is understandable and
practical, collectively they should be solvable
through proper planning, training, and communi-
cation.

Regarding the second of the last three points, i.e.,
productivity, EPA’s internal assessment offered
some further elaboration:
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According to the literature one of the “selling
points” of working at home is the potential
for dramatic increases in productivity.
Figures in the literature range from increases
of 5 to 300 percent with the “norm” being
around 20 percent. Most often these produc-
tivity improvements are attributed to the
decrease in interruplions at the alternative
site, leading to a more satisfied and produc-
tive employee. * * *

Overall, the participants in the [EPA] pilot
did not show an increase or decrease in
productivity. In many cases an employee was
more productive at the alternative site, but
this was usually offset by a lower leve] of
productivity at the office, resulting in a net
change of zero.”

While it could be interesting to speculate why
EPA’s flexiplace program did not achieve the
productivity gains cited by others (e.g., were the
employees chosen for the pilot already highly
productive and thus atypical), the answer is, in one
sense anyway, essentially academic. EPA’s pilot
did demonstrate that productivity did not suffer
under flexiplace. To the extent that Federal manag-
ers considering flexiplace may have assumed this
was a potentially major problem, it is helpful to
know that it did not occur during EPA’s pilot.

As to whether another experiment (like the PCMI
flexible workplace pilot project) would show
productivity savings, only time will tell. Since we
uncovered ne basis to assume that the Federal
work environment is inherently unable to duplicate
the productivity gains found in private sector
studies, we believe such gains are achievable by the
Government as well.
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Finally, on the question of whether any benefits
directly accrue to the Government from flexiplace,
it is likely that the small size of EPA’s flexiplace
pilot (and perhaps even the PCMI pilot) would
preclude reatization of the full potential which
flexiplace could ultimately offer. This is because the
economics of flexiplace become more convincing
when a critical mass of employees begins partici-

pating.

At some point, it becomes reasonable to have to
rent (or build) less office space, for example, since
fewer people need to be accommodated at any one
time. Similarly, given the costs of the transporta-
tion infrastructure, at some point flexiplace pre-
empts the need for new or expanded facilities. In
commenting on this point, the Washington Post
recently noted that one member of the Virginia
State Assembly had said that the ultimate impact of
fiexiplace on traffic patterns could be more pro-
found than other, more publicized transit initia-
tives:

“We have gone through such trials on a
commuter rail between Fredericksburg and
Washington that would take 4,000 people off
the highway at considerable expense,”
[Virginia Del. William J.] Howell said.
“[Flexiplacel, on the other hand, has the
potential to take four times that amount off
the road at little cost to anyone.””

Having said all of the above, it is important to put
flexiplace in perspective. As a work and family
benefit program, there is little doubt that flexiplace
will have a strong appeal to some segments of the
Government’s workforce. EPA’s test suggests that
it can work in a Federal context—with the right
jobs, right participants, and right organizational
culture—although not without some degree of
extra effort by managers. It is not a panacea,
however, and it definitely runs some risk of
adverse publicity if not managed properly.
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Flexiplace’s potential utility to the Government is
also not limited to the recruitment and retention
benefits of ongoing work at home arrargements—it
also has applicability in emergency situations. For
example, in the 1989 earthquake which hit San
Francisco, the EPA’s regional office was destroyed.
EPA responded by having its 600+ employees work
out of their homes for over six months. Similarly,
for those OPM employees who were unable to
readily commtite to OPM’s San Francicco office
{because of damage to the Oakland-San Francisco
Bay Bridge), OPM allowed them to work at home
for several months. Thus, agencies thal had a
receptivity to adopting flexiplace (if nct actual
contingency plans providing for its usc} were able
to creatively respond to the crisis at hand, minimiz-
ing the adverse effects of the emergency on their
mission accomplishment.

Given flexiplace's nontraditional image, it would
be unfortunate if agency decisions whather to
utilize the program are driven by managerial
preconceptions and misconceptions, rather than by
reasoned analysis. From our point of view, if
flexiplace can be implemented at little or no cost to
the Government, and it helps agencies recruit or
retain some of the people the Goverminent wants
and needs, there appears to be no reason why it
shouldn’t be made available.
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The Wall Street Journal very aptly captured the
practical significance of this point in a recent article
on flexiplace. It said:

The reason the government is experimenting
with the so-called ‘flexiplace’ (for flexible
workplace) program has less to do with
government beneficence than with population
trends. Faced with a shrinking labor pool and
rising competition from the private sector,
government officials see the flexible work-
place as a possible answer. ‘We needed to
find a way to enhance our ability to recruit
and retain employees,” says Wendell Joice, a
personnel research psychologist at the OPM.
‘We needed a carrot.”™
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What Are Leave-Sharing Programs;

“When federal employees become severely ill, they
can use both annual and sick leave and request up
to thirty days of advanced sick leave from their
agencies. Once all leave options are exhausted,
unless they are eligible for disability retirement
benefits, they may either request leave without pay
or quit the government. In cases where constant
care for a terminally il child or spouse is neces-
sary, the options are the same. The choices can be
extremely difficult, and the financial impact of a
major medical problem or family emergency
without any income or health insurance coverage
can be devastating for federal workers and their
families. Leave sharing will provide a humanitar-
ian solution to this problem by allowing employees
to continue receiving both pay and benefits while
attending to their own illness or that of a family
member.””

Legislative history for the Federal

Employees Leave Sharing Act of 1988
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With the above words, the U.S. Senate began its
background explanation of why the Federal
Employees Leave Sharing Act of 1988 was neces-
sary. The Senate report went on to describe how
“Federal employees have no short-term disability
coverage as such and must rely on sick leave alone
for short-term illnesses and the disability provi-
sions [of the retirement systems] for long-term
illnesses.”

Given this situation, the Senate report concluded
that, “In the absence of a short-term disability plan,
leave sharing will close the gap in the federal
worker’s current disability insurance coverage for
personal medical emergencies. It can also be used
to allow employees to attend to seriously or
terminally ill spouses and dependents.”

When passed, the Federal Employees Leave
Sharing Act actually included two different leave-
sharing programs—the main one being the leave-
transfer program, and the second one being a
limited pilot program involving leave banks. Both
of these programs were made temporary
(sunsetting in 1993), 5 years after the date the act
was passed. ’
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The heart of the leave-transfer initiative is ite
direction to OPM to establish a program uncler
which, if one employee has a medical emergency,
other employees can donate their annual leave to
that person, so that he or she does not suffer a loss
of income during the emergency. As used in this
law, a “medical emergency” is defined to mean “a
medical condition of an employee or a famil/
member of an employee that is likely to require the
prolonged absence of such employee from duty
and to result in a substantial loss of income to such
employee because of the unavailability of paid
leave.”?

Turning to the leave bank program, it differs: from
leave-transfer in that employees gain protection
against emergency leave needs by participating in
an insurance-type arrangement, rather than -e-
pending on the generosity of fellow employees.
Under this approach, Federal employees can insure
themselves against personal or family medical
emergencies by setting aside a minimum amount of
their own leave into the leave bank in advance of
any emergency. Then, if the need should arise and
they have exhausted their own leave resources,
they can request a grant from the “bank.” Assum-
ing that the leave bank’s stockpile of leave has not
been depleted, they receive the leave they need.
The law directs OPM to establish a demonstration
project to test leave banks in at least three agencies.

Impact of Programs:

In its questionnaire, the Board posed several
queries to agencies about the leave bank and leave-
transfer programs. While the responses we re-
ceived were incomplete, the data we did receive
were still quite impressive—for example, over
22,000 employees have donated leave to their
coworkers. Over 8,000 employees were the recipi-
ents of this generosity, using an average of 4 to 5
weeks of donated leave each.

From these results, it is apparent that there is a
substantial need among Federal employees for
some form of short-term disability coverage
beyond current sick leave provisions. Similarly, it
is apparent that Federal employees feel a responsi-
bility to help coworkers faced with emergency
medical problems, and have res;ﬂonded with heart-
warming generosity. According to Department of
Army calculations, almost 500,000 hours of annual
leave have been donated in that department alone!

From the point of view of agencies, this arrange-
ment appears quite workable. As table 9 below
shows, almost all agencies felt that the leave-
transfer program adequately meets employee
needs for short-term disability insurance:

Table 9.
Number of agencies choosing the indicated response to: “How
adequately does the leave transfer program serve as a short-term
disability insurance fring:: benefit for your agency’s employees?”

R | Very adequately - 0 ‘Not at all

9 Moderately 2 Don’t know /Can’t judge

0 Minimally
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Cost Issues:

The leave-transfer program has been structured so
that the net cost to the Government should be very
stnall. Under some scenarios, in fact, it could be
almost free (other than for administrative over-
head). This is because the Government is relying on

the generosity of some of its employees, in order to-

provide a benefit to certain other employees, rather
than paying for the program itself.

The way it has done this is to'impose limitations on
what leave can be donated. Specificaily:

B Restrictions are applied in the amount and
timing of annual leave donations, to minimize
the possibility that employees will donate
leave that they would have forfeited anyway
{i.e., “use or lose” leave); and

M Leave donors are prohibited from donating
sick leave, which saves the Government
money if the leave donor never becomes sick
enough to use that leave for him or her self.
This is because sick leave cannot be converted
into cash when an employee resigns from
Government service (nor, except for Civil
Service Retirement System members, do
empioyees get any credit in retirement
computations for unused sick leave), while
annual leave can be converted to cash.

Under an earlier limited experiment with a tempo-
rary leave-transfer program in 1987, donations of
annual leave and sick leave were permitted. In this
experiment, which involved a total of three em-
ployees Governmentwide, several thousand
‘Federal employees offered to donate leave to the
needy individuals. According to OPM, in the 1987
- experiment:
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** * when leave donors were given the choice
of donating annual or sick leave, the majority
of donors chose to donate sick leave. ** * The
results support precluding the donation of
sick leave under a voluntary leave transfer.
program, given that the transfer of sick leave
under such a program would result in a
significant net cost to the Government. The
cost of includiﬂg sick leave in a leave transfer
program is a consequence of the fact that the
work force does not use much of the sick
leave available to it.

* ¥ %

In addition, more than 72 percent of the total
amount of annual leave donated in all three
cases was in excess of the employee’s annual
leave ceiling at the time of donation. It is not
possible to determine how much of this leave
actually would have been forfeited at the end
of the leave year. Nevertheless, the use by a
leave recipient of any annual leave that
otherwise would not have been used by the
leave donor represents a net cost (o the
Government. The result-convinces us of the
need for a limitation on the donation of
annual leave that otherwise would become
subject to forfeiture.”

From our perspective, leave-transfer bengﬁts
represent something of a “mixed blessing.” On the
one hand, it is evident that Federal employees want
and need additional short-term disability protec-
tion. It is also clear that agencies view the leave-
transfer program as a success-story, and are happy
to haveit as part of their benefits package. More-
over, leave-transfer has the added benefit of being
available to any employee who has a family
emergency, whether anticipatable or not. This
contrasts with leave banks, which only benefit
those who have the foresight to join them ahead of
time.
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On the other hand, there are two concerns which
make it less clear to us that leave-transfer is the
best way to provide this protection. First, for
employees who may need additional leave in a
time of personal or family difficulty, leave-transfer
offers no reliability—while their fellow employees
would probably offer leave to them, they have no
guarantee that this will happen. Thus, leave-
transfer is potentially conditional, or situaticnal, in
operation.

Our second concern centers around the appropri-
ateness of the funding mechanism for leave-
transfer. While the Federal Government is not
unique in offering a leave-transfer program, it still
seems unusual for the country’s largest employer
to be offering a fringe benefit to some of its em-
ployees which is funded by other employees. We
wonder whether this approach to short-tenn
disability protection really represents the irnage
that the Federal Government wants to presant to
current and prospective employees.

Given that agencies apparently did not share these
concerns (as none raised them in their question-
naire responses), we are hesitant to overemphasize
the concerns relative to the benefits which leave-
transfer is generating. Therefore, we believe a
balanced perspective on leave-transfer is appropri-
ate—as a minimum, as long as agencies and their
employees are happy, there need be no rush to
replace a “free” {albeit potentially unreliabile)
benefit with one which would cost the Government
- money.
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Looking ahead, a more proactive response could
involve development of some type of short-term
disability insurance benefit which the Government
would contract for (in order to secure group rates),
but which the employees would pay for all the
costs of the insurance. This might supplement
existing leave-sharing programs, since disability
insurance covering an employee would probably
not protect against medical emergencies affecting
other family members, and according to OP'M,
roughly 17 percent of leave-transfer requests have
involved family members. Finally, if at some point
competitive job market pressures dictate an em-
ployer-funded benefit, the Government can always
act to provide whatever may be needed at that
time.
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What Are Cafeteria Benefit Plans:

Cafeteria benefit plans (or as they are sometimes
called, flexible benefit plans) give employees the
opportunity to have some say in what fringe
benefits they receive through their jobs. More
specifically, under a comprehensive cafeteria plan,
employees choose from a “menu” of taxable and
nontaxable benefits those that best suit their
individual needs, preferences, or lifestyles.

Typically, some basic level of benefits is designated
as the “core” benefit level (which ail employees
must have, such as minimum vacations, sick leave,
and pensions), while others are deemed optional.
Employees receive credits (based on salary and
tenure) which they use to purchase enhanced core
benefits (e.g., extended major medical coverage,
extra vacation time); use for optional benefits (e.g.,
day care, long-term disability insurance); or, in
some cases, convert into additional cash.

Cafeteria plans are becoming an increasingly
common part of many employers’ benefit pack-
ages—one recent survey indicated that 22 percent
of all employers with 1,000 or more employees had
flexible benefit plans in 1988, with projections that
this would increase to 33 percent by 1990.7% As
explained below, the reasons for this are fairly
straightforward—costs and competition.
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Employers like cafeteria plans because they pro-
vide a means to control the cost of fringe benefits.
Since the employers set the level of core benefits
and the value of the credits which their employees
will receive, the employers know up front what
their fringe benefit costs will be.

Employers also like cafeteria plans because the
plans can improve employee satisfaction, thus
giving the company an edge in recruiting and
retaining valued employees. As one corporate
executive put it, “The buzzwords of the '90s are
“work and family-life considerations,” which
translates inte more and varied work and payment
options. If you don’t offer the flexibility that
[peaple want], they’ll go across town to a competi-
tor who does.””

From the employee’s perspective, cafeteria plans are
generally desirable because they provide the
chance to tailor one’s benefits to one’s personal or
family needs. In the past, employers often struc-
tured their benefit plans assuming the traditional
family structure of working husband and home-
maker wife. As a result, the needs of single parents,
working women, two-earner couples, and others
whose needs don't match this traditional model
often weren't being met.
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In some circumstances, however, employees are
less than enthusiastic about cafeteria benafit plans.
Specifically, when employers use cafeteria plans as
a means to cut or curb fringe benefits, em:ployees
may view the tradeoff between added flexibility
and lower total benefits as a negative rather than
positive factor.

Federal Initiatives to Implement a

_ . _Cafeteria Benefit Plan: -

In the recent past, there was at least one occasion
when OPM considered a cafeteria benefit-type
program for Government employees. This. proposal
did not get very far, however.

Specifically, OPM received an agency inquiry in
1987 concerning whether the Federal Government
could establish a type of flexible spending account
known as a “dependent care assistance program.”
These programs are authorized by the Internal
Revenue Code. They provide a means through
which employees can pay for certain kinds of
expenses (e.g., child care) with pretax dollars
rather than after-tax dollars, thus transforraing the
expense item into a nontaxable fringe benefit.

OPM referred this inquiry to the Internal Revenue
Service, which determined that nothing in the tax
code prohibits the Federal Government from
having a dependent care assistance program for its
employees. Thus, if OPM wanted to sponsor
legislation to provide such a program for Faderal
employees, it need only amend 5 U.S.C., nct the tax
code.®
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OPM took no formal action at that time to initiate
legislation to amend title 5. Subsequently, however,
OFM did initiate a study of how cafeteria plans.
work in the private sector and in State govern-
ments. From this study, OPM may at some point be
in a better position to judge what type of cafeteria
plan, if any, might be appropriate to recommend
for Federal employees.

The Congressional Research Service also recently
looked at the potential for cafeteria plans for
Federal employees, and drew a favorable conclu-
sion. It said ** * * these plans are regarded as
important recruiting tools by large private employ-
ers. To remain a competitive employer, the Federal
Government may wish to consider whether its
benefit plans should be offered as part of a flexible
benefits arrangement.”*

Independently from OFM, a task force organized by
the President’s Council on Management Improve-
ment {the same group that initiated the flexiplace
initiative} is currently reviewing Federal options
regarding cafeteria benefit plans. According to the
proposal for that study, “[tThe concept of "choice’ is
increasingly important to the changing Federal
workforce, and to those who must manage that
workforce. Yet, that choice must be exercised consis-
tent with broader cost control pressures.”*2 When
issued, this task force’s report will obviously affect if,
when, and how the Federal Government will offer a
cafeteria benefits plan for its employees.

If Federal personnel directors were making the
decision, they would be in favor of the Government
offering a cafeteria plan, as table 10 illustrates:
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3 To a great extent
12 To a moderate extent
3 To a minor extent

Note: One agency did not respond to this question.

Table 10.
Number of agencies choosing the indicated response to: “To what extent do you believe that the
Government’s ability to attract and retain a quality workforce would be enhanced if the Government
offered a cafeteria benefits plan to its employees (i.e., the opportunity to choose how the dollar value
of their fringe benefits are allocated among a range of fringe benefit options)?”

0 To no extent
3 Don’t know/Can’t judge .

Moreover, agencies would prefer quicker action
from OPM to accomplish this goal. When we asked
agencies how they would assess the pace at which
OPM has approached cafeteria benefit proposals/
programs, of the 15 agencies which responded, 13
said OPM’s pace was “Too slow.”

Policy Considerations of a Cafeteria
Benefit Plan for Federal Employees:

In responding to the Board’s questions about
“cafeteria benefit plans, OPM shared some of its
concerns with us about this issue:

Unlike the private sector, we must take into
consideration the effect of cafeteria plans on
general tax revenues and on medicare tax
revenues (normally withheld from the
employee’s pay as a part of the FICA with-
holding, but withheld as a distinct unit for
most employees covered by the Civil Service
Retirement Systemn). Cafeteria plans are
defined by the Federal tax code, and their
distinguishing feature is that the employee’s
share of benefit costs is paid by salary reduc-
tion, which allows payment in pre-tax dollars,
reducing both general and medicare tax
revenues. In other words, the employee’s
savings in taxes results directly in a loss of
general revenue receipts and a loss of receipts
by the medicare trust fund.
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Private sector firms also save money because
they pay less matching FICA tax. Therefore,
they, too, save money at the expense of tax
revenues.

While the Board of Directors and stockhold-
ers of a company are likely to be pleased
when money is saved by any means, it is not
s0 clear that taxpayers would be happy for
the Federal Government to make “savings” in
this way. These issues must be carefully
considered before OPM can consider recom-
mending legislation to create cafeteria plans
in the Federal Government. n

While OPM’s response actually addresses the tax
and revenue implications of flexible spending
accounts and dependent care assistance programs,
rather than cafeteria plans as such, its concerns are
nevertheless clearly stated and to the point. The
crux of OPM’s argument has far-reaching implica-
tions for the formation of Government personnel
management policy.
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The issue at hand can be framed in several differ-
ent ways—is this a question of tax policy, for
example, or of personnel policy, or perhaps of
equity? OPM has apparently approached it as a tax
question first, which, given the Government's fiscal
difficulties, is certainly understandable. As a
fiscally driven issue, it is not only reasonable but
prudent to avoid instituting benefit programs like
flexible spending accounts, since they would cost
the Government tax revenue. :

On the other hand, flexible spending accounts are
legal tax-saving tools, written directly inte the
Internal Revenue Code. They are potentially
available to any American taxpayer whose em-
ployer sets up a qualifying plan.

Nonfederal employers make their decisions about
offering flexible spending accounts based on a
variety of business judgments—will their computer
system be able to handle the administrative as-
pects; is this something their employees want and
need; would it enhance their ability to recruit and
retain the employees they want? The question here
is whether the Federal Government should apply
the same or different criteria.

There is also a legitimate question of equity at issue
here—should Federal employees have access to the
same rights and benefits as nonfederal employees?
There certainly are precedents where Federal
employees give up certain rights for the privilege
of working for the Government {e.g., the right to
strike, or to engage in partisan political zctivities).
Should this same principle apply to employee
benefits which have income tax consequences (and
social security (FICA) tax consequences) as well?
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In this regard, it may be interesting to note a
suggestion made by the Congressional Research
Service (CRS) in its analysis of possible cafeteria
benefit plans for Federal employees. Specifically,
the CRS argued that, since adoption of a flexible
spending account would occur under tax laws
already on the books, the revenue losses resulting
from such an action should not be counted in
budget scorekeeping since they would not result
from a change in Federal tax policy®

Whatever conclusion policymakers come to on the
flexible spending account issue, it is important to
also recognize that the question of cafeteria benefit
plans is much broader than flexible spending
accounts. It is quite possible for the Government to
have a cafeteria plan and not offer a flexible
spending account as a part of it, even though most
cafeteria plans do offer these accounts. Accord-
ingly, the question of whether to offer flexible
spending accounts to Federal employees should
not be allowed to overshadow the more important
question of whether a cafeteria plan should be
made available to Government workers.

From our perspective, the work and family reasons
for the Government to offer a cafeteria benefit plan
to its employees are very persuasive. As discussed
in the next chapter, the existence of a cafeteria plan
could dissipate a whole range of potentially
nettlesome equity issues which arise because some
employees want or need various work and family
benefit programs and others do not. In addition,
the cost-containment aspects of these plans make
them potentially attractive in times of fiscal re-
straint. Therefore, unless further study uncovers
some major obstacle (e.g., a finding that the admin-
istrative or computer-related costs related to
installing such plans are exorbitant), we recom-
mend that OPM pursue whatever actions may be
appropriate (including legislation where required),
in order to implement a cafeteria benefit plan for
Federal employees.
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Broad Philosophical and Policy Trends:

As we scanned the horizon for likely areas of
change in the work and family benefit arena,
several discrete {(and sometimes apparently conira-
dictory) lines of approach became apparent. For
example, according to one panel of work and
family experts who were interviewed for a special
report on “The Future of Work & Family,” it is
unlikely that “* * * any radically new work and
family programs will be developed in the 21st
century.” Rather, in their view, “* * * changes will
come in the way programs are packaged to meet
the needs of specific groups of workers.” One
panelist was quoted as saying, “The need isn’t for
new programs, but for more employers to adopt
them.”®

Others have seen whole new areas where benefit
programs could (and perhaps should} expand:
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Although companies across the country are
beginning to respond to the needs of working
parents with new policies on child care,
flexible scheduling and parental leave, other
issues—sometimes called culture issues—are
rarely addressed in labor negotiations or
included in benefit packages. Thorny ques-
tions such as whether employees should, in a
crunch, be able to take their children with
them to work challenge the way Americans
structure their work environment and family
iife. And they demonstrate the difficulty of
reconciling the demands of the business
world with the responsibilities of parent-
hood.®

From our perspective, there appears to be no doubt
that competition between work and family life is a
reality for many Federal employees. However,
given its mission, role in_ society, and managerial
culture, to say nothing of fiscal constraints, there
are both philosophical and practical limits on what
the Government can do to ameliorate these em-
ployee concerns,
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One area where these limits become most notice-
able concerns the question of consistency and
uniformity in treatment of employees. According
to merit system principle number 2 (5 U.S.C, §2301
(b)(2)), “All employees and applicants for employ-
ment should receive fair and equitable treatment in
all aspects of personnel management * * *~

Traditionally, Federal managers have translated
this injunction into policies which attempt to
ensure that all employees are treated equally; that
is, treated the same. As pointed out in an article in
the Harvard Business Review, this approach may
no longer be most appropriate:

Perhaps the thomiest issue facing businesses
and managers is that of equity. Most manag-
ers have been trained to treat employees -
identically and not to adjudicate the ccmpara-
tive merits of different requests for flexability.
But what equity often means in practice is
treating everyone as though they had wives at
home. On the other hand, it is difficult to set
up guidelines for personalized responses,
since equity is a touchstone of labor relations
and human resource management. Judging
requests individually, on the basis of business
and personal need, is not likely to leac. to
identical outcomes.®

As the range of work and family benefit programs
expands, this dilemma for Federal managers is
likely to expand as well, since there are rno work
and family programs which individually fit all
employee needs. On the other hand, if the Govern-
ment were to adopt a cafeteria benefits plan, it
would certainly help this problem. Moreover, other
changes that are already occurring coulé also have
a positive effect on this question—locality pay, for
example, sets an important precedent demonstrat-
ing that “fair and equitable” doesn’t have to mean
“identical.”
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Benefits for Dual-Income Couples:

Among the work and family problems which the
Government is having to face more frequently,
those involving dual-income couples can be some
of the more vexing ones. Consider what happens,
for example, when a dual-income family faces a
geographic relocation because of a job change for
one of the couple members (who is a Federal
employee).

Under existing civil service laws, there are nepo-
tism restrictions on the employment of relatives
which must be considered in job placements where
both spouses are Federal employees. More gener-
ally, merit hiring barriers prevent the Government
from offering any preferential treatment in hiring
the employee’s nonfederally employed trailing
spouse. Thus, the Government is generally at a
disadvantage compared with other employers
when it wishes to have one person of a dual-
income couple move, since it is limited in what it
can offer to help the other employed spouse.

An interesting remedy for at least part of this
problem has recently been introduced at the
Department of Defense:

Military spouses who are currently employed
as civilians by the Department of Defense are
entitled to a special “spouse preference” if
they have to move to a different base. A new
provision in the Department of Defense
Authorization Act entities them to preference
on vacancies recruited through open competi-
tion at grades G5-2 through GS- or GM-15 or
equivalent wage system position. Military
spouses are entitled to fill a vacancy at their
new duty stations at an equivalent grade to
their old position, if they are as highly quali-
fied as the lowest rated ranking referred
candidate ¥ : )

Another emerging issue concerning dual-income
couples concerns the definition of what is a
“couple.” According to one research report:
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* ** on average, 25 percent of companies’
transferees are single. With the rising inci-
dence of couples living together prior to
getting married, more companies are encoun-
tering requests from transferees to provide
these partners with the relocation assistance
typically given to a spouse—temporary
living, inclusion in house-hunting, travel to
the new location, etc. * ** A [further] problem
in this area is the definition of a partner. How
significant does the other have to be to be
considered a partner? Is the length of time the
relationship has existed a factor in defining
partners?®

Given the sensitivity of such issues, it is unlikely
that any employer’s response would be universally
accepted. For the Government, the task is all the
more difficult. Thus, even under the best of circum-
stances, the Government can expect to have its
assumptions and flexibility put to the test as new
benefit programs arise and societa] values continue
to evolve, ‘

Other Emerging Benefits:

While it would be impossible to catalogue all the
latest trends and variations in work and family
benefits (and it would instantly be out of date), we
have attempted to list at least some of the more
interesting ones below (some limited aspects of a
few of these benefits have been mentioned earlier):

W Night care for children of parents with
evening or shift work;

M Help in securing new jobs for spouses of
relocating employees;

W Long-term care insurance for disabled or
elderly people, covering custodial care in
nursing homes and similar needs;

B Adoption assistance, including paid time-off
and reimbursement of adoption expenses;
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B Extra leave for employees to be able to attend
activities relating to a child’s schooling; and

B Health and wellness programs.

One of these programs (health and wellness) is
already operational, to at least some degree, in all
Federal agencies. Another (paid sick leave for
adoption-related business) is temporarily permit-
ted under a legislatively-directed mandate. Others,
however, are unlikely to make it on the Govern-
ment bénefits roster any time soon (e.g., night
care). On the other hand, at least three of the above
concepts (reimbursement of adoption expenses,
paid time-off to attend school activities, and long-
term care insurance) have been the subject of recent
bills introduced into Congress.® Whether any of
these bills will make it into law, of course, remains
to be seen.

As may be evident from the above, the “bottom
line” as regards work and family programs is that
change is inevitable. New benefits emerge, while
others evolve. Some make it into law (or regula-
tion), while others may never make it past th
proposal stage. '

For Federal managers, personnel officials, and
policymakers, the challenge remains the same:
monitor emerging trends; identify those appropri-
ate for Government settings; assess their cost-
benefit and operational aspects; evaluate the
impact of responding to or ignoring the idea,
including the desirability of being a leader or
follower in relation to the private sector; where
appropriate, initiate legislation, regulation, or_
whatever is necessary to implement; evaluate the
results on an ongoing basis; and begin the process
all over again!

In the absence of such a process, the Government
could become uncompetitive in recruiting, retain-
ing, and motivating its most valuable resource—
the Federal employee—and thus handicapped in
carrying out its mission. :
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OPM'’s Objectives:

The Director ot OPM signaled the agency’s mten-
tions in the work and family arena with the follow-
ing statement in a 1988 pamphlet discussing
Federal dependent care policy:

“The LLS. Office of Personiiel Management ias B To our employees, we cwee Hexihifity and a

inihated a mionber of programs to assist fedeml new widerstiding of the demacids of tHheir

workers who face Hiat challenye [to balance work personal lives. We make coery ffort to adapt

anid family Hfel Several considerations fuve workplace conditions fo those ivw demands.

erided pur approach, retlecting ebligations to oir
worerinent mission, to owr eniployees avid their B Tosociety, we owe public-spivited regard
famities, aid fo fhe socwtal ficaltl in general: for the critical proiciples aud iinstitutions at
stake (i Hiese iewe conceris. We ko oy

B To goverinuent, as employer and represei- activns i this area affect, aind qie affected
tative of the public, we owe cconamy, bu, sonie of the most sigrificant values ad
efficiency, and windfubiess of mission. As vilie-generating institutions of eur soci-

e ad st to newe crcimshinces, we friy fo do ety—rtae fanily forciost amon Hieo. The
soreithont incioveing liigh costs, and withowt cortimed health of those valiees and

tirdernining Hie puipose of Hie organizi- fustitutions is essential to @ pree. decent,
Fow. AF Hie saimie e, e reafize that democratic society.

crrployee morale and productivity, and so

1201

avency effectiveness, depend very mcl on
our handiing of the nete conditions.
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OPM has since attempted to follow up these
intentions with practical actions. For exaniple, in a
recent letter to the Chairman of the Merit Systems
Protection Board, the Director of OPM summa-
rized recent OPM initiatives in the work and family
area, as follows:

Balancing Work and Family Obligatior:s. In
June of 1988 OPM issued both a memoran-
dum for heads of agencies and an F’'M
Bulletin to promote sensitivity to the depen-
dent care responsibilities of employees and to
urge that existing flexibilities in the personnel
management system be.used to support
employees in dealing with such resporsibili-
ties. In separate issuances OPM noted :he
advantages of part-time employment and job-
sharing arrangements. OPM also promwul-
gated regulations to establish voluntary leave
transfer and leave bank programs to enable
Federal employees better to handle medical
emergencies involving themselves or their
families. In October [1988] OPM distributed
to Federal agencies copies of its report to the
President entitled ‘Helping Federal Emiploy-
ees Balance Work and Family Life: Dependent
Care Policy in the Federal Governmen:.’

OPM sponsored an interagency seminar on
elder care programs in June, and a Go/ern-
ment-wide conference on the dependent care
challenge in October [1988]. The conference
featured participation by the Director of OPM
and the Secretary of the Department of Labor,
along with national authorities on child and
elder care programs. OPM and the National
Council on Aging have been planning the first
national teleconference to address responses
in the work place to elder care problerns.
Also, in alliance with the President’s Commis-
sion on Management Improvement, OPM
initiated a project in May 1989 to explore the
feasibility and utility of providing opportuni-
ties for home-based employment arrange-
ments.”

68

Many of the new initiatives described above have
their antecedents in earlier OPM programs. In our
view, OPM deserves credit for recognizing the
potential of preexisting programs to serve newer
needs, through creative repackaging, redirection,
or remerchandising efforts, as well as its continu-
ing efforts to create new solutions.

Assessment of OPM’s Leadership:

Since OPM'’s “customers” are in the best position to
measure the success of its efforts, we asked the
directors of personnel of the 22 largest Government
agencies for their opinions about OPM'’s leadership
in work and family programs. Specifically, our
question said:

We are trying to specifically gauge OPM’s
recent leadership in devising and promoting
quality of worklife programs. Please provide
your overall assessment of OPM’s actions on
quality of worklife initiatives, according to
the following criteria: attunement to customer
(agency) needs; comprehensiveness of ap-
proach; effectiveness of solutions; timeliness
of execution; and advocacy for program’s
SLCCESS.

The response categories for each of these questions
were on a 5-point scale (e.g., “Very timely,” “Some-

 what timely,” “Neither timely nor untimely,”

“Somewhat untimely,” and “Very untimely”), plus
“Don’t know /Can’t judge.” (Note: in our analysis
below, we do not comment on, or report, those
answers falling into the middle categories, such as
“Neither timely nor untimely,” or those in the
“Don’t know /Can’t judge” category.) Highlights of
the responses included the following:
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B Agencies gave their most positive assess-
ments regarding “Attunement to customer
(agency) needs,” with 16 agencies saying
OPM was “Somewhat responsive” and one
saying “Very responsive.” Only three agen-
cies said OPM was “Somewhat unrespon-
sive.” OPM has tried in recent years to be
more sensitive to its customers, and appar-
ently these efforts are bearing fruit.

B Similarly, 13 agencies felt that OPM’s solu-
tions to problems were “Somewhat effective,”
although again 3 agencies said “Somewhat
ineffective.” Given the natural linkage be-
tween listening to one’s customers and
proposing solutions which meet their needs,
these answers are consistent with the first set.

B Regarding “Comprehensiveness of ap-
proach,” while 10 agencies said ."Semewhat
comprehensive,” 3 said “Somewhat limited”
and one said “Very limited.” These responses
suggest that at least a few agencies perceive
that OPM sometimes lacks a strategic vision.
One agency said in its comments, “OPM
tends to react rather than exercise initiative.”
Hopefully, OPM’s recent publication of a
strategic plan will further improve OPM’s
performance in this area.
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B Agency perceptions about OPM’s advocacy

for the success of work and family programs
also evidence some dissatisfaction. While one
agency said “Very forceful” and eight said
“Somewhat forceful,” five agencies character-
ized OPM’s approach as “Somewhat weak.”
Since OPM is the Government’s lead agency
for human resource management issues, it is
important that it be viewed as an effective
advocate. After all, if OPM doesn’t push for-
superior programs, who will? One agency
noted that “The most significant support for
child care came not from OPM, but from
GSA’s ruling that allowed Federal agencies to
use Federal space for day-care centers,” while
another said “We suggest that OPM take the
lead in obtaining more flexible employee
benefits * * *.” On the other hand, at least on
the flexiplace program, agencies were gener-
ally enthusiastic. One-commented that
“Overall OPM has done a superior job
managing this program and is to be com-
mended for its efforts.”

M Finally, “Timeliness of execution” was the

area where agencies had the most problems
with OFPM leadership. While one agency said
“Very timely” and nine said “Somewhat
timely,” nine agencies rated OPM’s actions as
“Somewhat untimely.” Since the best pro-
grams in the world may be useless if they get
there too late, OPM needs to improve its
ability to respond on a timely basis. In reflect-
ing on why OPM has problems with timeli-
ness, one agency commented that “The
political arena, within which we all work,
causes OPM numerous problems in getting
programs in place. Special projects and task
forces appear to draw OPM staff away from
their program areas. The level of reassign-
ments also increases the time it takes OPM to
accomplish many programs.”
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In response to our request for a self-assessment,
OPM chose not to pick from among the rultiple
choices offered on these same questions, but rather
provided the Board with a narrative response,
parts of which are excerpted below:

In gauging OPM leadership in this area, it is
critical to define OPM'’s role propetly. As
explained previously, our role is essentially to
make Government-wide policy and provide
guidance and assistance to agencies so that
agencies and even individual managers may
operate with maximum flexibility to edminis-
ter personnel programs appropriate for their
own work force and mission, with appropri-
ate employee input through their recognized
employee organizations. One size does not fit
all—not all agencies, or even all installations,
much less all employees. This kind of role is .
especially appropriate in the programs
discussed in this questionnaire—programs
which are aimed at accommodating employ-
ees’ personal situations, and in which compli-
ance with merit system rules and regulations
is not much of an issue. Nearly all of OPM'’s
actions, and the answers to nearly all of
MSPB's questions, are strongly affected by
this role definition. * * *

We think that, faced with hard choices in the
allocation of resources to competing de-
mands, we have assigned appropriate priority
to our activities in improving the quality of
work life and have received a good return on
our investment of resources. Of course, we
recognize that one can always do more.

We do not disagree with OPM’s definition of its
role but note that MSPB offered some elaboration
on methods for fulfilling that role in a 1989 MSPB
report on OPM’s significant actions. In that report,
and based on our assessment of OPM’s activities
prior to 1989, we said:
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OPM needs to more firmly establish itself as a
leader of the civil service system. Hallmarks
of that leadership should include: * * *

Building upon the framework laid in the
report titled ‘Civil Service 2000." OPM com-
missioned this study only after receiving a
congressionally imposed requirement. The
report examines the future of the civil service
system and provides broad recommendations
to address some of the challenges ahead.
While the report and the dialogue it gener-. -
ated provide a view of what could be, OPM -
should build upon this effort by a clear
articulation of what the civil service should be
10 years and 20 years from now and by
gaining consensus and support for that
vision.”

Using the above criterion as a touchstone, the
Board finds some areas where OPM'’s leadership
has been noteworthy, as well as others where it has
been muted. For example, OPM’s recent role in the
evolution of flexiplace illustrates proactive leader-
ship. Notwithstanding a slow start to the pilot
study, OPM has been efficiently and effectively
working with other parts of the executive branch,
trying to build momentum for this project.

Another good example of OPM leadership oc-
curred during the development and implementa-
tion of alternative work schedules in the Federal
Government. As mentioned earlier, Government
use of this work and family benefit still exceeds
that of other employers. OPM’s efforts in this
regard were even recognized recently in congres-
sional debate. Specifically, when the “Women's
Equal Opportunity Act of 1991" was introduced in
the Senate, its sponsor said:
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This subtitle provides that it is the sense of
the Congress that OPM has made commend-
able efforts with respect to the development,
use, and expansion of alternative work
schedule programs and that such efforts
should be continued to help Federal employ-
ees, as well as to serve as a model for State
and local governments and private sector
employers.®

In contrast to the above examples, OPM’s role in
the child care area has been slow to evolve, as it
was not until mid-1988 that OPM began actively
communicating with agencies about child care
needs. Moreover, OPM’s child care agenda still
lacks broad impact, as OPM continues to take a
back seat to GSA in this area.

In congressional testimony given in March 1989,
Robert Tobias, President of the National Treasury
Employees Union, said that “Certainly, we don’t
object to working with OPM, but [ believe that
GSA is the key partner in this [child care] process,
because GSA has the space and unless GSA is in
the room where bargains are being made, it's very
difficult to deal through OPM to GSA.”*

There is no question that the 5 to 20 percent tuition
savings which G5A’s involvement helps child care
centers in Federal buildings to offer is important.
However, we think that a more active role by OPM
could easily transform the child care discussion
from one focusing on the mechanics of space
procurement, to one focusing on improved Federal
mission accomplishment through proactive work
and family policies.
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In the area of part-time employment, OPM has
made a number of efforts to promulgate the intent
of the law, but we believe this is another area in
which additional efforts would be justified and,
ultimately, beneficial to Government. While part-
time can simply be a designation for work sched-
ules consisting of less than 40 hours per week, it
can also be an aggressive strategy for attracting
people for hard to fill jobs, or a tool for reaching
potential employees whose life circumstances
might otherwise keep them from taking Federal
jobs.

The kind of ongoing, proactive leadership that we
are suggesting here is not a product of staff level
effort in OPM (although not a replacement for it
either), nor should it imply a negative assessment
of the work which OPM staff people have already
made in support of these programs. Rather, it
bespeaks a recognition that leadership comes from
the top. The creative involvement of OPM’s top
managers and its Director have the potential to
catapult work and family issues to another level.

While not a work and family program issue,
OPM'’s role in securing pay reform legisiation in
1990 provides something of a model. OPM’s
persistent, reasoned support for that effort, spear-
headed personally by the Director, produced
resuits few thought possible. While most work and
family programs will not be as politically sensitive
as that initiative, nor require as much direct, high-
level effort, the model is clearly there to be adapted
and followed, as appropriate.
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Should the Government Be a Model

Employer in Its Employment Practices:

As we studied the work and family programs
discussed in previous chapters, a broader question
emerged in our research. That was, to what extent
should the Federal Government intentionally seek
to be a role model for other employers in designing
and executing its work and family programs?

In earlier parts of this century, the Government did
assume a leadership role in several areas of person-
nel management (e.g., equal pay for equal work,
and annual and sick leave provisions). More
recently, the Federal civil service was at the leading
edge of implementing alternative work schedules.

Governmental.leadership (through programs
affecting Federal employees) has also advanced
emerging public policy objectives, as the following
quote concerning opportunities for employment of
disabled persons illustrates:
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The Americans with Disabilities Act was
passed last July. It will affect the way in
which virtually every employer considers
issues connected with the employment of the
handicapped, with regulations similar to
those that previously applied only at the
federal level. * * * The history of the federal
government over the last 10 years in dealing
with its own handicapped employees—under
nearly identical legal requirements as those
set by the Americans With Disabilities Act—
provides private business with a ready model
for defining their obligations and assessing
the risk of litigation. With this knowledge,
employers won’t be groping in the dark to
comply with the new law.”

This type of effect could also reoccur in the Ruture.
For example, Government support for flexiplace
might foster other work-at-home initiatives, thus
encouraging energy conservation and also cutting
pollution and traffic congestion.
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More generally, the Federal Government has a
special status as both the Nation’s largest employer
and the embodiment of the Nation’s valuas. And
because of this status, many people (including
some top Government officials), believe that it is
both natural and appropriate that the Government
provide leadership in employment matters. For
example, the legislative history for the Federal
Employees Part-Time Career Act of 1978 quoted
one Senalor as saying;:

The Federal Government is the Nation’s
largest employer, but certainly not the most
innovating one. The enactment of [this part-
time] legislation would authorize the Fzderal
Government to undertake some very signifi-
cant initiatives to enhance its position 2s a
model employer—one which public and
private employers could look to for leader-
ship.®

In a more recent example, President Bush told the
heads of executive departments and agencies that,
“The Federal Government has always been a model
for other employers in the protections anc: benefits
provided for those [civilians] who serve [in the
military reserves], and I am committed to ensuring
that we continue to set an example for the Nation
in this regard.”?

There are also reasons which argue again:t the
Government taking a leadership role in eraploy-
ment matters. For example, some would say that
the most appropriate model for the Federal civil
service is that it should follow whatever private
sector employment practices are most common and
uncontroversial, seeking to avoid setting any
precedents itself. Similarly, while providing
leadership in employment practices may te a fine
concept in theory, if the cost benefit ratio cannot be
vividly demonstrated, it is by no means assured
that American taxpayers would consider this the
best use of their tax dollars.
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Federal Agency and OPM Perspectives:

From the point of view of agency personnel direc-
tors, most believe the Government should have an
influence on the employment practices of other
employers. In response to the question, “To what
extent do you believe that the Government has a
leadership role in setting an example through its
employment practices that other employers might
be drawn to follow?,” 17 agencies replied “To a
moderate extent” or “To a great extent,” while only
1 said “To no extent.” (Four said “Don’t know/
Can’t judge.”)

Of course, it’s easy for agencies to project such a
role in the abstract, but more difficult to accom-
plish in the real world, particularly when leader-
ship may cost time and money, or result in vulner-
ability to criticism. In order to gain further insight
into agency thinking, we defined one type of
leadership (equating it with the Government
having benefit programs which “exemplify excel-
lence in human resource management practices”),
and asked agencies two follow-up questions:

B “To what extent should the Government's
benefit programs be designed to exemplify
excellerice in human resource management
practices, given that such practices may have
initial costs which exceed their initial tangible
benefits?” and

B “To what extent have these Federal benefit
programs exemplified excellence in human
resource management practices?”

A compilation of the responses agencies gave us on
these questions is graphically displayed in figure 6:
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Figure 6.
Agency Responses to MSPB Questions Concerning Whether Government Benefit
Programs Should and Do Exemplify Excellence in Human Resource Management Practices

Government Benefit Programs

Should Exemplify Have Exemplified
Excellence Excellence
= =
- -
] 1
Response
To a Great Extent None
To a Moderate Extent 9
To a Minor Extent 9

To No Extent

,2[:

Number of Agencies
Choosing the Indicated Response

Don’t Know/Can’t Judge 3

As the abave figure illustrates, there is a dichotomy practices. In their narrative responses, several
between what many agencies think the Federal agencies indicated that they thought the Govern-
Government should be doing, versus what it has ment should make more of an effort to fulfill a
done, to exemplify excellence in its personnel leadership role, including the following:
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“Government should be an agent of enlightened
change.”
Department of Education

“Inasmuch as the Federal Government passes and
executes legislation on social fssues, e.g., equal
opportunity, hiring the handicapped, child labor
laws, etc., the Federal Government must sef an
example in the areas in which it legislales: it must
set an example for others fo follow in thesz areas.”
Department of Justice

Not all agency opinions were unhesitatirgly
positive, however, as this comment from the
Department of Commerce illustrates:

The idea of Federal Government as a teader in
employment practices is antiquated—left over
from the New Deal and World War II. Today,
Government is viewed as one among many

service industries. There is a national pre- -

occupation with governmental fiscal restraint
which militates against such a leadership role.

Establishing the Government as a Model
Work and Family-Friendly Employer:

If we take OPM'’s description cited above as the
benchmark of what Governmental leadership in
this area should be, the next obvious questions to
answer are, “When and how should the Govern-
ment accomplish these?” Clearly, some areas are
more appropriate for Federal leadership than
others.

For example, consider the policy decision inherent
in the Federal Employees Pay Comparability Act of
1990. That act sets out to achieve effective compa-
rability between Federal civilian and private sector
white-collar pay, but does not set as a goal to ever
pay more than the private sector. It is therefore
apparent that the Federal Government does not
{and perhaps should not) seek to be a trend setter
when it comes to establishing salary ranges. On the
other hand, it may well be that work and family
policies are an area ripe for Federal leadership.

With a supportive management structure, for
example, many of the work and family programs

which involve relatively little direct cost (AWS
programs, part-time, flexiplace, cafeteria benefits)
could be made more widely available to employees

On balance, perhaps OPM’s analysis best bridged
the gap between the conflicting pressures which
the above comments surface:

Although it is not our primary focus, setting
an example for non-Federal employers can, of
course, be a valuable contribution by OPM, as
long as doing so neither detracts from meet-
ing the needs of Federal agencies as employ-
ers nor results in inappropriate use of scarce
Federal resources. Accordingly, OPM is
committed to setting an example within the
context of its overall Governmental responsi-
bilities.
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and applicants. Such an action could give the
Government a competitive edge in recruiting,
retaining, and motivating quality employees,
making the Government into more of an “employer
of choice.”

Where competitive pressures from other employers
require it, or just as importantly, where public
policy considerations justify it, the Government
could also implement work and family programs
with larger up-front costs (like subsidized day care
or flexible spending accounts). In measuring the
costs and benetits of such programs, it would be
incumbent on OPM and agency managers (to say
nothing of policymakers and legislators) to con-
sider the longer term benefits of taking action, as

- well as all the costs of inaction.
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This is important, since many of the costs and
benefits of these issues are indirect, or not immedi-
ately apparent to the casual observer, and thus
difficult to measure. The expenses of recruiting and
training replacements, for example, or the lost
productivity while positions are vacant, are real
but often hidden. Similarly, an inability to attract
top candidates because the Government is not
viewed as a progressive employer can also be a
major cost.

Just as costs can be hidden, so can benefits. Con-
sider the following quote from the book “In Search
of Excellence”:

We often argue that the excellent companies
are the way they are because they are orga-
nized to obtain extraordinary effort from
ordinary human beings. It is hard to imagine
that billion-dollar companies are populated
with people much different from the norm for
the population as a whole.®

Thus, if Government efforts to establish and project
a model work and family employer image succeed
in even some small way, we should certainly not
dismiss the possibility that the amount of “extraor-
dinary effort from ordinary human beings” which
the Government’s 2-million plus civilian employees
achieve would increase. Given this possibility, we
believe such an approach has merit.

Having said this, however, two additional things
also need to be said. First, we would stress that this
conclusion is applicable in a targeted way, not as a
general prescription. While it may be very desir-
able for the Federal Government to lead in some
work and family programs, this does not mean that
it should or must do this in all benefit programs, in
all locations, all the time.
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Agencies need to assess the needs of their employ-
ees on a local basis, and with maximum delegated
flexibility from OPM and higher echelon manage-
ment, provide programs which will meet the work
and family needs of employees at each post of
duty, within available resources. While priorities
must be set at the lowest possible level, manage-
ment support must come from the highest levels.

Second, given the Governmenl’s tarnished image
as an employer, the risks of inaction seem higher
than those of action at this time. Therefore, the
Board encourages OPM and agencies to take some
risks, looking for creative and cost effective ways
to position the Government as a work- and family-
friendly employer.

The nature of these risks might be to aggressively
experiment with work and family programs in a
proactive way, before all the evidence may be in to
conclusively prove their desirability. Perhaps the
criteria for starting a new program which appears
to meet an employee need might be a perceived
lack of significant additional cost, rather than a
demonstrated savings or productivity enhance-
ment,

Without such a strategy, the Government may be at
an unacceptable disadvantage in the emerging job
market of the year 2000. Therefore, the Board
believes the time to act is now, and recommends
that OPM and agencies work together to strategi-
cally position the Federal civil service as a model
work and family employer.
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CONCLUSIONS AND
RECOMMENDATIONS

In previous chapters, a number of the choices and
options which make up the universe of work and
family benefits were reviewed. While insighis
about these individual programs were drawn, and
in some cases, recommendations for program-
specific changes made, it is also important not to
lose sight of the broader picture. As we view that
broader picture, a number of overarching themes
and conclusions emerge, which in turn lead to
some broad-scope recommendations.

RECOMMENDATION:

» OPM needs to build on its successes in the
area of work and family benefits and exert
renewed leadership on those work and family
issues on which the Government may be at a
competitive disadvantage in the marketplace.
Potential areas of emphasis (some of which
were mentioned earlier) include:

B Developing a broader and deeper spec-
trum of child care benefit programs from
which agencies might choose to offer
benefits to their employees on an “as
needed” basis;

To begin with, work and family benefits are not a
new phenomenon in the Federal civil service. The
Government has a long tradition of providing
certain kinds of family-friendly benefits, including
some which are not typically available in the
private sector {e.g., enhanced job security). It may
even have been a leader in certain benefit areas
which other employers have since come to adopt
(e.g., leave for maternity purposes).

B Encouraging agencies to examine whether
their mission accomplishments would be
enhanced if they further subsidized the
operating expenses of onsite child care
centers, and where this is found to be so,
facilitating, whatever actions may be
needed to more formally accredit such
agency subsidies (e.g., initiating demon-
stration projects, securing precedent
rulings from GAQ, proposing legislation);

However, the Government can not rest on its
laurels, as its past successes are insufficient to
make it an employer of choice in today’s (and
tomorrow’s) job markets. In addition, even if it has
state-of-the-art programs available, if the Govern-
ment fails to properly communicate to current and
prospective employees about the existence of these
programs (e.g., as has happened with alternative
work schedules), their effectiveness is lessened.

B Expanding Federal sick leave regulations to
permit at least some usage of sick leave by
employees who are caring for sick or
elderly dependents;
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M Developing programs which would
expand part-time job opportunities across
the Government, and working with other
Federal agencies to communicate the
availability of such jobs to targeted pools of
job candidates {e.g., mothers with school-
age children, and retired people wlho have
skills needed for hard-to-fill jobs);

¥ Determining what barriers have inhibited
agency and employee participation in the
test of flexiplace, and working with agen-
cies to reduce these barriers. In addition,
incorporating a focus in the pilot program
which would evaluate the implications of
working at satellite offices (rather ‘han at
home};

M Initiating action to develop and provide
short-term disability insurance at group
rates to Federal employees who might
want this insurance and are willing to pay
the full cost of the coverage;

M Highlighting information about work and
family benefits in Governmentwicle recruit-
ment literature, and encouraging agencies
to better market to current and prospective
employees the work and family programs
which the agencies offer;

M Monitoring emerging trends in the area of
work and family benefit programs, in order
to proactively provide (or assist agencies in
providing) those benefits which zre useful
in becoming a competitive emplayer and
which foster increased efficiency and
effectiveness in the Federal workforce; and
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B Taking greater initiative to encourage
agencies to make the most beneficial use of
the work and family benefit programs
which are available, including the possible
use of internal marketing plans or other
program management tools, to ensure that
work and family benefits are considered on
their merits.

RECOMMENDATION:

» Strong consideration should be given to the
adoption of a cafeteria benefits approach
within the Government. Although a flexible
spending account option would be preferable
in a Federal cafeteria benefits approach, it need
not be seen as a necessary condition to imple-
mentation of that cafeteria approach.

Two of the key watch words for work and family
benefits in the future are going to be equity and
flexibifity. This is because individual work and
family programs have limited applicability—any
one or several of the approaches discussed in this
report may be a part of the solution for any given
employee; none, however, constitutes a miracle
drug filling all needs for all employees. Clearly, as
OPM put it, “One size does not fit all—not all
agencies, or even all installations, much less all
employees.”

Thus, different employees will avail themselves of
different kinds and levels of work and family
benefits. Assuming these benefits have some
economic value, this creates a potential inequity
among those employees who use the benefits and
those who don't. It also creates a need for flexibility
on the part of the Government, because a rigid
benefits schedule necessitates giving benefits to
some employees who do not want or need them,
while not meeting the needs of some other employ-
ees.
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RECOMMENDATION:

RECOMMENDATION:

» Individual Federal departments and agencies
need to engage in more active needs assess-
ments among their respective employees in
order to make informed decisions about the
work and family benefits that can and should
be offered.

Following on the previous recommendation, a part
of the flexibility which is needed must come in the
way work and family benefits are made available
and managed within the Government. Specifically,
delegation and decentralization are critical to this
process, since the appropriateness of work and
family benefit programs at a given post of duty can
best be determined by officials knowledgeable
about local circumstances. Thus, agencies must
delegate the authority and responsibility for
managing these programs to the lowest appropri-
ate organizational level.

Also, needs assessments are integral to a sound
benefits program—Ilocal offices must assess the
requirements of their employees before informed
decisions can be made about what benefits can and
“should be offered. The programs actually offered
may have been developed locally or at higher
echelons, but the decision about what is optimally
needed can only be made locally, after appropriate
input from employees and their representatives.
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» As OPM and individual Federal agencies
engage in training and development activities
for Federal managers, efforts should be made
to specifically expand the managers” knowl-
edge and understanding of the aliernatives
available in the way of work and family
programs. Emphasis should be placed on the
utility of these programs as a potential method
of increasing workforce efficiency and effec-
tiveness.

Active management involvement and support are
also critical to success—without these, old ways of
thinking will inhibit both employees and manage-
ment from realizing the benefits from work and
family programs. Most work and family benefits
require the employee to initiate a request in order
to participate in the benefit. Since traditional
business values (including the Government’s)
taught employees that their careers would be hurt
if “personal” issues interfered with their jobs,
employees may be reticent to avail themselves of
these benefits.

To overcome this attitude, management must go
beyond ensuring that work environments are not
hostile to work and family concerns, but rather
must ¢reate environments which are proactively
supportive. Otherwise, work and family benefit
programs will not achieve their desired results—
losing the potential benefits to both employees and
the Government.

Changing management value systems is not going
to be an easy task, as it can be a big leap for old-
school managers to embrace a new work ethic. This
was well illustrated in a recent article that pre-
sented the views of a chief executive of a consult-
ing firm as he spoke about the next 20 years:
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*** 3 'normal career’ will be replaced by
‘multiple paths that people will take trying to
be good workers and good parents.” Compa-
nies will operate like ski resorts [according to
the executive], with multiple starting points,
paths, and ending points at the bottom of the
mountain. ‘Even the idea of stopping half way
down the mountain for lunch seems appli-
cable to a career.’”

Managers who can’t adapt to this new culture are
apt to find themselves losing the workers taey
have, while being unable to recruit suitable replace-
ments. Moreover, managers who judge the needs
of their employees based on their own “Ozzie and
Harriet” experiences may be setting thems:lves up
for failure.

RECOMMENDATION:

» In framing the debate over the future of work
and family benefits, strong consideration
should be given to the adoption of a “Federal
Government as a Model Employer” orienta-
tion. This would be in keeping with the goals
and objectives of a merit-based persornel
system and consistent with the statutcry merit
system principles.

The Government has an important leadership
opportunity in work and family benefits~-while
there are many practical reasons why an employer
might want to improve its benefits packaje (e.g., to
attract and retain a qualified workforce), there can
also be philosophical reasons. For the Federal
Government, we believe one such reason should be
that the civil service has a responsibility to try to be
a model employer, offering state-of-the-a:t human
resource programs in order to create a humane
working environment.
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As OPM suggested, this goal is only appropriate
when it complements the Governmenlt’s primary
duty; that is, to accomplish its mission in a fiscally
responsible way. However, since these are not
mutually exclusive objectives, the possibility of the
Government seeing this as a proper role for itself
should be encouraged.

Finally, given factors such as changing demograph-
ics, competition in the job market, and the hidden
costs of both excessive turnover and lowered
productivity by those who are at work but not
working (because of work and family worries), it is
important to note that there is a real cost to not
responding to work and family needs. OPM has an
important role to play in this process, but ulti-
mately it is the Federal agencies whose mission
accomplishment is at stake who must respond.

Many of the responses needed are already avail-
able, waiting to be employed by agencies. Some are

. unused, while others are underused. Virtually all

are not well marketed. Moreover, many can be
implemented at little or no direct cost. Where there
is a cost, that cost must be evaluated against the
true cost of nof acting, rather than looked at in
isolation.

Fortunately, it's not too late to respond to the
needs of both prospective and current employees,
providing them with appropriate work and family
benefit options. The Government needs to do this if
it wants to compete in the job marketplace for
qualified employees. As a matter of policy, the
Board also believes the Government should want
to do this, wherever it can be accomplished in a
fiscally responsible manner.
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ENDNOTES

' The 22 departments and agencies in our sample
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APPENDIX 1

Text of Letter from OPM's Directqr, providing comments to MSPB on a draft of this report:

UNITED STATES
OFFICE OF PERSONNEL MANAGEMENT

WASHINGTON, D.C. 20413

OFFICE OF THE DIRECTOR September 25, 1991 |

Ms. Evangeline W. Swift

Director, Policy and Evaluations
U.S. Merit Systems Protection Board
1120 Vermont Avenue, N.W.
Washington, DC 20419

Dear Ms. Swift:

A
We appreciate the opportunity to comment on your draft report
titled "Balancing Work Responsibilities and Family Needs:
The Federal Civil Service Response." Overall we found the
report to be an interesting and informative contribution to
our understanding of this important area of human resources
management in today's environment.

At the staff level we have been in touch regarding a number
of concerns ‘and technical questions about your analysis, and
we understand those problems are being resolved.

We share your interest in work and family issues, and we are
pursuing a number of the ideas developed in your study.

. However, we believe additional research is needed in some
areas before reaching conclusions about what approaches and
programs will be most responsive to employee needs, while
taking cost and mission-accomplishment objectives into
consideration.

As noted in your study, there is a striking lack of
information available on what employees need to help them
balance work and family obligations as well as the extent to
which various flexibilities are in use in the workplace. To
help £ill this veoid and expand upon your research in the work
and family area, we have recently initiated two projects.

1. We are collecting and analyzing information on 1990
leave usage by some 225,000 employees based on data from
USDA's National Finance Center which serves a number of
agencies or parts of agencies, including Agriculture,
Treasury, Commerce, Small Business Administration,
Federal Emergency Management Agency, and a number of
smaller agencies. Matching this data with CPDF will
allow us to analyze demographic variables in leave use,
including gender, grade level, and length of service.
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Ms. Evangeline W. Swift 2.

2. In November of this vear, we will administer an
extensive survey to a random sample of 53,000 Federal
employees nationwide. This Survey of Federal Employees
includes a number of questions important to work and
family issues.

Your study has been useful to us, of course, in developing
these research initiatives. We look forward to continued
discussions with you and your staff as our work progresses.

Sincerely,

Qu,_/ldgu\w

Constance Berry Newman
Director
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