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THE CHAIRMAN
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1120 Vermont Avenue, N W.
Washington, D C 20419

June 1, 1989

Sirs:

In accordance with section 202(a) of the Civil Service Reform Act of 1978
(5 U.S.C. 1205(a)(3) and 1209(b)), I submit this report titled "U.S. Office of Personnel
Management and the Merit System: A Retrospective Assessment."

This report reviews some of the major activities of the U.S. Office of Personnel
Management (OPM) during the agency’s first 10 years. More than simply an overview,
it provides a perspective on some of the major findings and conclusions from reports
published by the U.S. Merit Systems Protection Board on OPM, dating back to calendar
year 1980. It discusses the high expectations set for OPM by the Civil Service Reform
Act and provides an assessment of the degree to which OPM has met those expectations.

This report reviews the following broad areas of OPM activity:

m decentralizing personnel management authority;

m overseeing the civil service system; and

a providing program guidance and leadership.

It concludes with suggestions for future OPM action and directions in the next
decade.

I hope you will find this report useful as you develop plans for the future of the
civil service. \

Respectfully,

Lot B Forinar

Daniel R. Levinson

‘The President
‘The President of the Senate
The Speaker of the House of Representatives

Washington, DC

} |SB¢ i The Bicentennial of the U.S. Constitution 1787-1987
%,
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BACKGROUND

The civil service system envisaged in S.
2640 gives the Office of Personnel Manage-
ment the opportunity to exercise leadership
in Federal personnel administration. * * *
OPM will be able to concentrate its efforts
on planning and administering an effective
Governmentwide program of personnel man-
agement. This includes a responsibility to
see that agencies are performing properly
under civil service laws, regulations, and
delegated authorities. * * * OPM will have
the opportunity for innovative planning for
the future needs of the Federal work force,
executive and employee development, and
pilot projects to test the efficacy of various
administrative practices. * * * OPM should
provide the President, the civil service, and
the Nation with imaginative public person-
nel administration.!

With these words, Congress succinctly outlined its
goals for the soon-to-be established Office of Person-
nel Management. Taken within the larger context of
the other provisions of the CSRA, it is clear that
Congress intended OPM to be a pro-active central
personnel management agency which would provide
to the Federal civil service system aggressive leader-
ship, guidance, and oversight. That system, before
passage of the CSRA, was characterized in a 1978
Presidential statement as:

* % * 5 bureaucratic maze which neglects
merit, tolerates poor performance, permits
abuse of legitimate employee rights, and
mires every personnel action in red tape,
delay, and confusion.?

! **Legislative History of the Civil Service Reform Act of 1978,
House Committee on Post Office and Civil Service, Committee Print
No. 96-2, 96th Cong., 1st sess. (1979), p. 1470 (hereinafter ‘‘Legis-
lative History™').

2 Message from President Carter to Congress, dated Mar. 2, 1978,

transmitting to Congress draft legislation for civil service reform.
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The reason for this perception of a system in trouble
may be traceable to the historical evolution of the civil
service system. The Civil Service Commission had
been created by the Pendleton Act of 1883. Its original
role was not that of a central personnel management
agency but rather a bipartisan agency charged with
elimination of the spoils system through establishment
of competitive civil service positions filled through
examination.

By the early 1930’s the Commission, through the
addition of new responsibilities, had moved beyond
mere patronage control into broader areas of personnel
management and administration, such as supervision
of position classification, of efficiency ratings, and of
operations created by the Retirement Act. However,
as the scope of the Commission’s functions expanded,
so did the complex rules and procedures under which
the Commission operated, with the inevitable delays
and paperwork requirements of centralized systems.
This situation came to undermine confidence in the
ability of the Commission to protect the merit system
and to effectively service the Federal work force. In
May 1977, the President established a Federal Person-
nel Management Project to review Federal personnel
management laws, policies, processes, and organiza-
tion. The recommendations of that project were to
form the basis for the Civil Service Reform Act of
1978. The final report of that project concluded that
the public:

* * * guffers from a system which neither
permits managers to manage nor which
provides employees assurance against po-
litical abuse. Valuable resources are lost to
the public service by a system increasingly
too cumbersome to compete effectively for
talent,3

3 Final Staff Report of the President’s Reorganization Project, Per-
sonnel Management Project, vol. 1, p. vi, December 1977.

Toaddress these concerns, the President proposed and,
after some modifications, the Congress enacted the
Civil Service Reform Act. Under the CSRA, the Civil
Service Commission was abolished and replaced by
the new Office of Personnel Management and an
independent Merit Systems Protection Board. The
Federal Labor Relations Authority also was estab-
lished to enhance labor-management relations in the
Government, and the Equal Employment Opportunity
Commission was assigned some new responsibilities
for Federal equal employment opportunity oversight.

THE OPM MANDATE

In order to assess the effectiveness of the Office of
Personnel Management programs and activilies cov-
ered in this report, there needs first to be an understand-
ing of what OPM is supposed to accomplish. The
standard used in this report is based on the degree to
which OPM has met the actual and implied objectives
established for it under the Civil Service Reform Acl.

Given the magnitude and intransigent nature of some
of the problems that the CSRA was intended to ad-
dress, itis unrealistic to expect that any single Govern-
ment agency--even one established as the central per-
sonnel management agency--would single-handedly
resolve them all. Further, as evidenced by its division
of responsibilities and its emphasis on decentraliza-
tion, the CSRA was premised upon a multi-agency
approach to the improvement of Federal personnel
management. Clearly, however, OPM was to be the
catalyst for change--the spark plug in the engine of
reform.

The CSRA did not stop with a simple exhortation for
OPM leadership in civil service improvement efforts.
It assigned OPM responsibility for ‘‘executing, ad-
ministering, and enforcing the civil service rules and
regulations of the President,’” and gave some specific
direction as to major areas of management emphasis.
The CSRA also provided some of the primary methods
or ‘‘tools’’ to be used in meeting the objectives of the
Act. For example, the concepts of delegation and
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oversight were central to the reform legislation. Congress
intended that OPM provide other Federal agencies
with greater delegations of personnel authority and it
expected OPM to closely monitor those authorities in
order to protect the health of the merit systems.

Congress believed that ‘‘[d]elegation of individual
personnel actions to the affected departments and
agencies will serve to make the system more effective
* * * [and that] decentralization will eliminate unnec-
essary bureaucratic procedures.’” Agency misuse of
these delegated powers, it was thought, could be kept
in check by OPM fulfilling its *‘responsibility to see
that agencies are performing properly under civil serv-
ice laws, regulations, and delegated authorities."**

To assistin moving toward effective and decentralized
personnel management systems, the CSRA also pro-
vided for the possibility of temporarily waiving exist-
ing personnel laws or regulations as part of an OPM-
approved research and demonstration project in order
to test ‘“‘new and different personnel management
concepts [and thereby achieve] * * * more efficient
management of the Government’s human resources
and greater productivity in the delivery of service to
the public * * * .”5 Congress’ intent was that experi-
menting with new approaches to Federal personnel
administration would *‘permit responsiveness to chang-
ing public needs,”’ allowing for greater flexibility and
providing “‘the foresight to meet emerging issues.”’
This gave OPM another method through which, with
the cooperation of other agencies, it could exercise
leadership in the development of a more effective civil
service system.

In summary, under the Civil Service Reform Act, it
was expected that the Office of Personnel Manage-
ment would: ‘

4 "Legislative History,”” p. 1467-1470.

®  Delegate personnel management authorities ju-

diciously to other Federal agencies, including
authority for competitive examinations, to en-
hance the operation of the Federal civil scrvice
system within the context of the merit system
principles.

m  Establish and maintain an aggressive ovcrsight

program to ensure that Federal personnel man-
agement authorities are being used in accordance
with the merit system principles and to gather
data and analyses that will help improve the civil
service system.

m  Conduct or facilitate the conduct of research and

demonstration projects to ultimately develop morc
effective or efficient methods of human resource
management.

m  Execute, administer, and enforce civil scrvice

laws, rules, and regulations, for the President, as
one aspect of the provision of leadership and
guidance to the Federal civil service system.
This leadership was to be evidenced by active
improvement efforts in a number of important
personnel management areas, including (in addi-
tion to those listed above):

--  The Government’s ability to recruit and
retain highly qualified employees;

.- Performance management; and

--  Equal Employment Opportunity.

Sus.c.1 101; see the note titled Findings and Statement of Purpose
in Supplement 1988.

6 **Legislative History,"’ p. 1476.
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SUMMARY OF FINDINGS

Even before the Civil Service Reform Act was passed,
considerable attention was given to the need for the
proposed Office of Personnel Management to encom-
pass a strong leadership role. For example, this con-
cept was debated by the President’s Personnel Man-
agement Project, which formulated many of the key
provisions of the CSRA. The following statement by
the former Executive Director of the Project is illustra-
tive:

We argued that the leadership role is not
something to decentralize. We thought that
it was extremely important for there to be
strong leadership exercised by OPM and by
personnel officers within the departments
and agencies. We think that the more that
they are concerned with individual actions,
processes, and procedures, the less they are
going to be able to provide the kind of
leadership we were talking about.”

The goals and expectations established for the Office
of Personnel Management under the Civil Service
Reform Act were necessarily ambitious given the lofty
goals of the CSRA itself. Hampering OPM in its
ability to meet those expectations, however, was a
steady decrease in actual staff resources at the same
time the demands for OPM leadership, innovation,
and expertise were increasing. OPM's current staff
size is approximately three-fourths of whatit was at the
time the CSRA was passed. While the impact of some
of the decrease was undoubtedly offset by increased
efficiencies (e.g., greater use of automation, contract-
ing out, and delegation of some workload items to

7 Statement by Dwight A. Ink, former Personnel Management
Project Executive Director, during a seminar held jointly by the
General Accounting Office and the Senate Governmental Affairs
Subcommittee on Federal Services, Post Office, and Civil Service on
Mar. 31, 1988, published in *‘Civil Service Reform: Development of
1978 Civil Service Proposals,’” GAG/GD-89-18, November 1988, p.
48.

agencies), part of the cost was an apparent diminution
in OPM’s capability to meet the multiple demands
placed upon it. This situation, coupled with a series of
internal reorganizations and changes in priorities, had
adamaging effect on OPM’s mission accomplishment
capability. One end resultis that OPM has often found
itself in the position of reacting to events rather than
anticipating, planning for, or influencing them.

The following is a summary of the Board’s more
significant findings concerning actions of OPM during
much of the agency’s first decade.

m  OPM hashad some important successes and there
are some current indications of organizational
revitalization within OPM.? However, based on
areview of selected OPM “‘significant actions,”’
OPM did not, in these areas, fully realize its
intended role as a leader of the Federal civil
service system. As a result, civil service reform
and improvement moved forward more slowly
than they otherwise would have. One event
which had significant impact on OPM’s activi-
ties during this first decade was a significant
cutback in funding and staff resources. Since
there has been no significant increase in those
relative resource levels over the last several years,
this may still present an obstacle to OPM’s effec-
tive fulfillment of their CSRA expectations.

§ The findings in this report are based on MSPB reports on OPM's
significantactions plus selected special study reports on related topics
published by MSPB from June 1981 through July 1988 (see app. A for
a listing of those reports). There are indications that some significant
changes have occurred in the direction and extent of OPM’s cflorts
over the last several months on a number of the program arcas
discussed in this report. MSPB is currently assessing the full impact
of those changes and whether they are likely to be continued, and will

issue a followup report on this subject later in calendar year 1989.

A REPORT BY THE U.S. MERIT SYSTEMS PROTECTION BOARD



U.S. OFFICE OF PERSONNEL MANAGEMENT AND THE MERIT SYSTEM:
A RETROSPECTIVE ASSESSMENT

®  Although OPM'’s policy on delegations of per-
sonnel management authority was significantly
modified twice during the last 10 years, for ap-
proximately the last 2 years OPM has actively
encouraged and sought opportunities to delegate
that authority. This is consistent with the intent
of the CSR A and has been encouraged by MSPB.
However, protection and promulgation of the
merit principles were jeopardized in one major
instance by the authorization of a Schedule B
appointment authority (excepted from the nor-
mal competitive service requirements) as an in-
terim replacement for a contested competitive
examination system.’

m  Although OPM oversight of agency personnel
operations was to be akey element in the success
of the CSRA initiatives, OPM significantly cur-
tailed its oversight and evaluation activities dur-
ing much of the time covered by MSPB reviews.
A system of statistical indicators to monitor agency
personnel systems met with only limited success.
OPM also placed a great deal of reliance on
agency self-evaluation efforts during atime when
many agencies were curtailing their own evalu-
ation activities. OPM has recently announced
some significant revisions to its evaluation pro-
gram, however, which may be moving the pro-
gram in a more productive direction.

m Concomitant with a decline in the amount of
OPM’s resources devoted to oversight was a
similar decline in OPM’s internal research capa-
bilities. In addition, the anticipated surge of new
and improved ways of doing business through the
use of research and demonstration projects did
not occur, with a few notable exceptions. OPM
has also recently embarked on some new initia-
tives to address this area of concern although it is
still too soon to fully assess the impact of these
initiatives.

9 See the discussion regarding the abolishment of the Professional
and Administrative Career Examination (PACE) in the section of this
report dealing with decentralized personnel management authority.

®  While OPMcertainly cannot be held accountable
for all of the human resource management prob-
lems or obstacles facing Federal managers today,
there are clear indications that OPM could have
done more to fulfill its mandate during its first
decade. This observation applies to such broad
areas as oversight and decentralization, as well
as specific program areas such as the devclop-
ment of recruitment and retention strategies, per-
formance management, and equal employment

opportunity.

OPM VIEWPOINTS

Within OPM, almost all of the specific program areas
and initiatives reviewed in this report fall organiza-
tionally under either OPM’s Personnel Systems and
Oversight Group or the Career Entry and Employce
Development Group. Consequently, we askcd the
Associate Director for each Group to review an carlicr
draft of this report. In general, both Directors took
exception to what they considered an overly negative
assessment of OPM’s leadership of the civil service
system. They also stated their belief that the review
was too limited in scope for an accurate assessment of
OPM’s overall effectiveness and, in particular, that the
report gave insufficient recognition and credit to OPM’s
initiatives and accomplishments over the last 2 years.

In response to those viewpoints, this report now men-
tions several OPM initiatives or programs introduced
during the last 2 years. The Board agrees that many, if
not all, of these OPM actions contain the promisc of
beneficial impact on the civil service system. Aswith
most major public personnel policy changes, however,
the full impact of these initiatives are not immediatcly
evident and, in a few cases, a complete assessment
may not be possible until they have been in place for
several years--assuming there is not another major
change in either program direction or its level of
institutional support. MSPB is currently gathering
additional information on a number of these recent
initiatives and will report on them more fully in a
future report. A useful listing and discussion of some
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of these programs and efforts is contained in ‘‘Man-
agement of the United States Government, Fiscal Year
1990."1°

As previously noted, this report does not intend to be
all encompassing. There are major OPM program
areas which the Board, to date, has not reviewed in
depth. For example, OPM’s operation of the Federal
retirement programs, including the new Federal Em-
ployees’ Retirement System (FERS), has not been
identified as a particularly noteworthy activity in any
1 of the last 10 years although it is undeniably a very
important aspect of OPM’s total operation. What this
report does provide is an overall assessment of OPM's
impact and effectiveness in selected program areas
which have been deemed especially germane to the
merit system principles.

As might be expected, OPM activity since implemen-
tation of the CSRA has not been at a constant level.
Therefore, this report also attempts to note significant
fluctuations in program direction or level of activity
and whether current initiatives appear to be headed in
a constructive direction.

FUTURE DIRECTIONS

As noted throughout this report, OPM has initiated
new efforts or renewed earlier ones on a number of
worthwhile fronts. To attain the full benefits of these
efforts, of course, OPM will need to obtain or devote
the resources necessary to follow through or sustain
them over time.

The Board offers the following general suggestions as
OPM enters the next decade. To the extent that OPM
has already initiated new efforts to address past prob-
lems, the Board's positive observations may be viewed
as encouragement for the continuation of those efforts.

10 *‘Management of the United States Government, Fiscal Year
1990,"" Executive Office of the President, Office of Management and
Budget, Washington, DC.

OPM should continue its currently renewed ef-
forts to delegate personnel management authori-
ties to the agencies but within the following para-
meters:

Delegations--both formal and ‘‘ad hoc™
(e.g.,use of a Schedule B excepted appoint-
ment authority with conversion to the
competitive service at the agency’s discre-
tion)--mustnot be abdications. OPM should
continue to closely monitor the ability of
each agency to manage the delegations in a
manner consistent with the merit principles.
This is not to suggest that it is either neces-
sary or desirable to laden the delegations
with elaborate control mechanisms or overly
detailed reporting requirements. Such un-
necessarily burdensome controls are not

- currently in place nor need they be.

Delegations should be accompanied, where
appropriate, with the necessary support struc-
ture or guidance to assist agencies in use of
the delegations. For example, whenever
possible, delegated examining authority
should be accompanied by a valid competi-
tive examination or other valid and support-
able selection device/procedures that are
*‘user friendly’’ and as time- and resource-
efficient as possible.

To facilitate development of valid and use-
ful examinations or other selection devices/
procedures, OPM has recently and should
continue to encourage active involvement
by other Federal agencies in the develop-
ment of the examinations.
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OPM needs to continue recent initiatives to de-
velopits internal research capability so thatitcan
provide timely legislative proposals, recommend
Presidential initiatives, and develop improved
personnel management tools capable of being
adapted to the varied needs of individual Federal
agencies.

OPM needs to more firmly establish itself as a
leader of the civil service system. Hallmarks of
that leadership should include:

Continuation of OPM's active efforts to
achieve a fair and equitable compensation
structure consistent with the goal of attract-
ing and retaining a highly qualified and
motivated work force.

Building upon the framework laid in the
report titled "Civil Service 2000." OPM
commissioned this study only after receiv-
ing acongressionally imposed requirement.
The report examines the future of the civil
service system and provides broad recom-
mendations to address some of the chal-
lenges ahead. While the report and the
dialogue it generated 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. OPM should follow
through on this initiative by development of
strategic plans designed to move the Fed-
eral civil service in that direction.

Support for an evaluation and oversight
program that is concerned not only with
regulatory compliance but also with the
identification and replacementor modifica-
tion of outmoded or counter-productive regu-
lations, systems, or procedures. Thisiscon-
sistent with OPM’s current emphasis on
“‘simplification’” of the civil service sys-
tem which has made some initial inroads
but which still has some distance to go to
achieve its goals.

A REPORT BY THE U.S. MERIT SYSTEMS PROTECTION BOARD
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BACKGROUND

The Civil Service Reform Act contained a clear man-
date for the Office of Personnel Management to move
toward decentralization of the Federal personnel
management process by greater delegation of person-
nel management authority, especially examining au-
thority. Congress expected this decentralization to
eliminate the unreasonable delays that were seen as
characteristic of many of the activities of the former
U.S. Civil Service Commission. Congress anticipated
that increased delegations would help Federal agen-
cies do their jobs better by giving their managers more
control and flexibility in filling their positions and
effecting other personnel actions. A stated challenge
was-to ‘‘reduce the red tape on the one hand and * * *
provide strong and effective merit protection on the
other.”!?

Before the Reform Act was passed, there had been a
50-year debate over the relative benefits of centraliza-
tion versus decentralization. During the years sur-
rounding World War II, the personnel functions of the
Civil Service Commission expanded beyond the
Commission’s ability to expeditiously handle them
and decentralization became the norm. However, by
the late 1950’s, widespread dissatisfaction had set in

11 5 11.5.C. 1101; see the note titled Findings and Statement of
Purpose in Supplement 1988.

12 Einal Staff Report of the President’s Reorganization Project,
Personnel Management Project, vol. 1, p. 52, December 1977.

over the myriad approaches which had been adopted
by the various Federal agencies. Public administrators
expressed concern over the confusion this variety of
different systems and procedures caused job appli-
cants, the cost effectiveness of such an approach, and
the effect it was having on the Government’s ability to
hire highly qualified candidates. Thisconcernledtoa
move toward recentralization in the 1960’s. By the
late 1970’s, of course, the stage was set for the Civil
Serv};;e Reform Actand its emphasis on decentraliza-
tion.

This historical see-sawing between centralization and
decentralization of personnel management authority
reflects the fact that each approach contains advan-
tages as well as disadvantages. Centralization is often
characterized as more cost-efficient and, by virtue of
being located outside the agency, better able to provide
safeguards against personnel abuses. Centralization,
however, is also associated with undue rigidity and
nonresponsiveness resulting in needless delays. De-
centralization, on the other hand, while providing a
more timely, responsive, and flexible approach 1o
personnel management, is also characterized as less
cost-effective and more susceptible to abuse of the
merit principles of Government.

13 See Carolyn Ban and Toni Marzotio, ‘‘Delegations of Examin-
ing: Objectives and Implementation,”” in Patricia W. Ingraham and
Carolyn Ban, *‘Legislating Bureaucratic Change--The Civil Service
Reform Act of 1978, Albany: SUNY Press, 1984, p. 149.
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