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EXECUTIVE SUMMARY

Since 1883, the U.S. Government has operated a merit-based employment system for filling covered
career positions within the Federal service. Similarly, the Federal Government in Canada has had a
merit system since 1908. Although both systems have undergone significant change over time, they
continue to pursue a common objective—the presence of a well-qualified and motivated public
workforce made up of individuals hired, advanced, and retained based on their ability to do the job and
without regard to nonmerit factors. In attempting to achieve this objective, however, the two systems

operate with some major differences.

The U.S. Merit Systems Protection Board (MSPB), an independent agency in the executive branch of the
U.S. Government, serves as a guardian of and advocate for the Federal merit systems in the United
States. In partial fulfillment of that responsibility, MSPB undertook a comparative study of the Federal
merit staffing systems of Canada and the United States. Our purpose was to identify the major differ-
ences in each country’'s approach to achieving a merit-based civil service as well as any strengths of the
Canadian system that might have application in the United States. This report contains the results of

that review.

Background

More than 1.73 million individuals work for the U.S.
Government under a competitive civil service
system. To the north, in the Canadian Govemment,
approximately 215,000 Federal employees work
under a similar competitive employment system.
Both Govemments are increasingly challenged by
the task of attracting, motivating, and retaining well-
qualified employees.

Based in part on differences in history, culture,
values, and size, each nation’s merit-based employ-
ment system has developed some unique aspects that
stand in sharp contrast to the other’s. Nonetheless,
the systems appear to achieve roughly comparable
results although through different means. Exploring
these alternative means can help policymakers
determine whether the current policies and practices
underlying the U.S. Civil Service provide the best—
or most desirable—approach to Federal human
resource management as we approach the start of the
21st century.

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

One goal of a merit staffing system is to assure fair
treatment of employees and job applicants by
requiring adherence to basic merit principles and
providing safeguards against abuse. Another goal is
to provide managers and supervisors with the tools
they need to effectively manage their workforces and
exercise appropriate judgment and discretion.
Although these are certainly not incompatible goals,
the balance between them is constantly shifting. As
discussed in this report, it is in the way they achieve
this balance that the U.S. and Canadian systems
exhibit the greatest differences.

Summary of Findings

B Compared to the Canadian merit staffing
system, the U.S. Government’s system allows
its managers substantially less control over the
staffing process. Correspondingly, however,
individual employees or job applicants in
Canada have greater opportunities to question
or contest the end result of the staffing process
than do their U.S. counterparts. For example:

xi
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* In filling a vacancy with applicants from
outside Government, Canada’s central merit
staffing agency—the Public Service Com-
mission (PSC)—screens all applicants to
determine their relative qualifications for the
vacancy’s occupation and refers the most
highly qualified group of candidates (10 or
more would not be uncommon) to the -
appropriate manager. The referred appli-
cants are then placed in final rank order
through a second, job-specific assessment
process largely controlled by the Canadian
manager. The top-ranked applicant, as
determined during this second assessment,
must be offered the job. By contrast, in the
U.S. Civil Service, a central examining
authority—the Office of Personnel Manage-
ment (OPM) or an agency examining
office—rates, ranks, and refers candidates.
U.S. managers may conduct a further
assessment of the candidates but may not
change their initial rank order, and must
select from the three candidates ranked
highest by the referring office.

* Canada’s internal selection process is also
heavily influenced by the involved manager.
As with outside hiring, an assessment panel
is used to rank the internal candidates, the
top ranked candidate must be selected, and
the Canadian manager almost always
personally sits on the assessment panel. By
comparison, U.S. managers are typically not
part of the assessment (or merit promotion)
panel that ranks the candidates. U.S.
managers may select any person referred by
the panel.

* Nonselected candidates for intemnal promo-
tion in the Canadian Federal Government
may ask for a formal administrative review
of the staffing action. (Some Canadian
departments have implemented a process
through which panels assessing internal
candidates routinely provide feedback to
unsuccessful candidates.) Nonselected

promotion candidates in the U.S. Govemn-
ment may not file an appeal or grievance on
the basis of nonselection alone.

B Federal recruitment in Canada is a highly

centralized process orchestrated and largely
conducted by the PSC. Within the United
States, by contrast, recruitment is largely
decentralized within each Federal agency, with
assistance and guidance provided to them by
the U.S. Govemnment’s central personnel
agency—OPM.

8 In a downsizing situation, Federal managers in

Canada have considerable control over the
process of determining which employees will
be retained in their positions, based on the
needs of the organization and without regard to
seniority or veterans status. In the United
States, Federal managers have much less
control over the reduction-in-force process, and
years of service and veterans status carry
considerable weight in determining who will be
retained. However, Federal employees in
Canada are afforded a greater “cushion” than
their U.S. counterparts during downsizing
efforts. For example:

* Before any actual layoff occurs, affected
Federal employees in Canada have a 6-
month period during which they are placed
in a surplus category while their employment
continues. Employees in the United States
may be released after a 60-day notice.

* While in a surplus status, Canadian Federal
employees are given priority consideration
Govemnmentwide for other positions for
which they qualify and, if terminated, they
receive priority reemployment rights
Govemmentwide. Canada’s Public Service
Commission acts as a central control point to
enforce these rights. The effectiveness of
this approach is seen in the fact that, during
5 years of continuous and sizable Federal
Government workforce reductions before our
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review, a total of only 4 percent of Canadian
employees were actually released from
employment.

M Federal employee unions in Canada have a

much more active and influential role in the
human resource management arena than do
their U.S. counterparts. For example:

* While unions in both the U.S. and Canadian
Federal Governments may negotiate on
hours of work, only in Canada may they also
negotiate pay, leave entitlements, paid
holidays, and overtime rates. Further,
Canadian unions may strike as a means of
resolving labor-management disputes, while
strikes against the U.S. Govemment are
illegal. (Exercise of this right was dramati-
cally illustrated when over half of the
Federal workforce in Canada went on a legal
strike in early September 1991.)

* Virtually all nonmanagerial Federal employ-
ees in Canada are covered by union bargain-
ing units, and these employees are required
to pay the appropriate union dues whether or
not they join the union. By contrast, only
about 60 percent of comparable U.S. em-
ployees are covered by bargaining units, and
those who do not join unions are not re-
quired to pay dues.

B Canada’s compensation system for top manag-

ers allows payment of performance awards that
in the aggregate can total up to 5 percent of
payroll, with no individual eligible to receive
more than a 10-percent increase. Payouts under
the current U.S. pay-for-performance systems:
may not exceed 1.5 percent of payroll for
managers and 3 percent for senior executives.

W Canada permits no more than 30 percent of its

managers to receive a performance rating above
“Fully Satisfactory,” while U.S. performance
appraisal systems do not permit predetermining
the distributions of ratings.

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

B Recently approved legislation will replace the

U.S. Government’s national white-collar pay
scale with a system in which this pay will vary
by location. One goal of the legislation is to
reduce a considerable pay gap between Federal
and private sector employers in some occupa-
tions and especially in some high-cost areas.
By contrast, the Canadian Federal Government
negotiates pay rates for each occupational
group. This appears to have had the effect of
keeping Federal pay in Canada generally more
competitive than pay in the U.S. Govemment,
although Canada also experiences some
disparities based on locale.

B More competitive salaries, an active centrally

managed recruitment program, and job security
appear to assist Canada’s Federal Government
in attracting a well-qualified workforce. For
example, 59 percent of the applicants recruited
from colleges and universities in 1988 were in
the top 25 percent of their classes. In the U.S.
Govemment, however, uneven recruitment
efforts among individual Federal agencies, less
competitive salaries, and a somewhat negative
image of the U.S. Govemment as an employer,
have led to concems about the quality of new
hires.

M Applicants without Canadian citizenship may

receive competitive appointments for competi-
tive positions in the Canadian Federal Govem-
ment if no qualified citizens are available. The
U.S. Government, in contrast, does not permit
nongcitizens to receive competitive appoint-
ments for competitive Civil Service positions.
Instead, in the rare absence of a qualified
citizen, it allows noncitizens to be hired for
competitive jobs through “excepted” appoint-
ments, which provide fewer job protections.

B The U.S. Government is still attempting to

reduce the time and costs associated with
personnel security clearances for Federal
employees. In contrast, Canada has already
significantly reduced both by: (1) reducing,
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through a needs analysis, the number of
positions requiring security clearances;

(2) reducing the time and effort needed to
process each level of clearance; and (3) increas-
ing the time interval between periodic updates.

Conclusions and Recommendations

The Federal civil service systems in both Canada and
the United States have sought to reach a common
destination through different paths. To a large
degree, both have been successful in that each enjoys
a favorable world-wide reputation for operating
systems intended to hire and advance employees on
the basis of their ability to do the job. Widespread
abuses of the political patronage system, which
caused the establishment of these merit systems in
the first place, have long since disappeared from
view. Further, the different approaches taken by
each nation appear to meet their basic human re-
source management needs.

One of the strengths of each system has been the
ability to adapt to changing conditions and demands
over the years. In addition, neither Government is
resting on past achievements. Rather, each is
actively planning changes to meet current challenges
and the challenges expected in the next century. The
ideas and information in this report can certainly be
of value to both the U.S. and Canadian civil service
systems as different options or new initiatives are
considered or undertaken. However, since with this
report we hope to provide information that will be
useful as policymakers consider changes to the U.S.
Civil Service, we offer the following suggestions or
recommendations:

B The U.S. Office of Personnel Management and
individual Federal agencies should give strong
consideration to increasing the authority of
individual managers and supervisors to make
and effect sound, merit-based personnel
management decisions. This can be done, in
part, by moving from a system that relies on
limiting Federal managers’ options as a way of

X1v

preventing abuse to one of holding managers
more accountable for the consequences of their
decisions. More specifically:

* Consideration should be given to changing
the process by which outside candidates
(new hires) are referred to the U.S. selecting
official in final rank order, which is a way of
implementing the U.S. requirement that
selections be from among the three candi-
dates ranked highest (the “rule of three”).
OPM or the agency examining office could
provide a larger number of qualified candi-
dates and allow a second merit-based
assessment 10 further distinguish the relative
qualifications of the applicants for the
specific position. The “rule of three”
selection could then be made by the manager
from this refined ranking.

* In internal merit promotion determinations,
selecting officials could be allowed to
become more actively involved in the
process of ranking qualified candidates,
including serving on a promotion panel.
Correspondingly, however, agencies should
also be encouraged to adopt some variant of
the process used by some Canadian depart-
ments to provide feedback routinely to
unsuccessful merit promotion candidates.

* OPM should explore modifying current
reduction-in-force regulations to grant
managers greater authority to determine the
retention of employees based on how well
the managers perceive the employees will
meet the needs of the future downsized
organization.

* As part of the trade-off for increased man-
agement flexibility and authority, however,
managers should incur greater responsibility
for explaining or defending, if needed, the
merit basis of their decisions. This might
include, for example, making non-selection
for promotion a matter covered by the

A Report by the U.S. Merit Systems Protection Board
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grievance system. U.S. Federal employee
unions might also be given a larger role in
deciding how the process should operate or
in providing oversight of that process.

B The effectiveness of the relationship between
OPM and other Federal agencies in the college
recruitment area might benefit from a closer
examination of the way in which the Public
Service Commission of Canada gathers and
uses relevant information from the individual
Canadian departments.

B OPM and each individual agency might also
benefit from adaptation of some of Canada’s
successful actions in revising its security
clearance process to reduce the amount of labor
and expense involved.

B Given demographic projections that show the
future U.S. workforce containing a larger
proportion of noncitizens than in the past,
OPM should consider initiating a regulatory
change that would, in the absence of qualified
citizens, permit noncitizens to receive competi-
tive appointments to competitive service jobs.

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



L. INTRODUCTION

This report describes and compares two national civil-service systems—the Public Service of Canada
and the U.S. Civil Service—with a focus on how the two systems are based on merit. In previous
reports the U.S. Merit Systems Protection Board (MSPB) compared the Civil Service with two alter-
native U.S. Federal personnel systems: the Tennessee Valley Authority (Oct. 1989) and the U.S.
Department of Veterans Affairs (Jan. 1990). The present study is our first to compare two national

civil service systems.

We selected the Public Service of Canada for study because of the many linkages between our coun-
tries and the similarities we share, including many common characteristics of our respective Federal
workforces. As examples of these common characteristics, the Public Service is Canada’s largest
civilian employer, just as the U.S. Civil Service is ours. Both systems were established in reaction to
patronage excesses. And both enjoy favorable worldwide reputations for being merit-based.!

A. Scope and Purpose of the Report

How the United States and Canada uphold their
reputations for their merit-based Federal civil service
systems—particularly with regard to attracting,
selecting, retaining, advancing and (on occasion)
reducing their staffs—is the focus of this report.
While we primarily describe and compare staffing
policies and procedures, we also discuss labor-
management relations, compensation, and other
considerations that affect staffing, where important
for context.

MSPB undertook this study because of our legisla-
tive mandate to protect and enhance the merit basis
of our Nation’s Federal civil service systems. Our
aim was to learn about Canada’s Federal personnel
management policies and practices with a view
toward identifying possible applications in the
United States, where significant efforts to strengthen
the civil service systems are underway. Appendix A
briefly summarizes the goals of the U.S. initiatives as
well as those of Canada, which is working to
strengthen its Public Service to meet the challenges
expected in the 21st century.

B. Study Methodology and Definitions

Methodology. We interviewed more than 80
Canadian officials and reviewed myriad policy and
procedures documents for the analysis relating to
Canada. We obtained information on the U.S. Civil
Service, as needed, from the U.S. Office of Person-
nel Management (OPM). A fuller explanation of our
study methodology is in appendix B. Appendix C
contains a letter from one of the Canadian
Government's two central personnel agencies
commenting on the final draft of this report.

Canada’s Study Population. Canada’s “Public

Service” comprises nearly 215,000 white- and blue-
collar employees: (1) who work for organizations
(principally departments) usually under the direct
authority of Ministers; (2) who are appointed by the
Public Service Commission; and (3) for whom,
strictly speaking, the Treasury Board acts as em-
ployer.2 We call them “public servants” or “Public
Service employees” in this report. They comprise
“less than half of all members of the federal public
sector and constitute its most highly regulated
portion.” This figure includes 4,775 Management

!1n the United States, the 1883 Pendleton Act established the merit basis for the U.S. Civil Service. In Canada, the merit basis of the Public

Service was established in 1908 through the Civil Service Act.

2 Public Service Commission of Canada, "Report of the Public Service Commission of Canada for 1990,” 1991, p. 6. (We subsequently refer to

this report as "PSC 1990 Annual Report.")

3 The Government of Canada, "Public Service 2000: The Renewal of the Public Service of Canada, " 1990, p. 7.
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Category employees‘—Canada’s highest levels of
career managers and executives. Also included are
Canadian employees corresponding to U.S. Foreign
Service employees.

The U,S, Study Population. The U.S. study group is
a similar population of about 1.72 million white- and

blue-collar “competitive service” civil servants and
roughly 8,000 members of the Senior Executive
Service. “They are called “civil servants” or “Civil
Service employees” in this report. Jointly numbering
slightly more than 1.73 million, these employees are
generally recruited, hired, and promoted through
competitive procedures established by civil service
laws and OPM rules and regulations. They also
represent the most'highly regulated workers in the
larger total Federal civilian workforce. We have
omitted U.S. Foreign Service employees from this
study because in some instances they are govemed
by unique regulations.

Terminology. Following Canadian practice, we
capitalize ‘“Public Service” when referring to the
study group population. To Canadians, the
uncapitalized “public service” typically represents a
larger population that includes all Federal civilian
employeces in Canada (a total of slightly over
529,000 workers®).

4 "PSC 1990 Annual Report,” p. 23.
$ Ibid., p. S-8.

We use “Civil Service” for the U.S. study popula-
tion. These roughly 1.73 million workers are only
part of the approximately 2.1 million (exclusive of
Postal Service employees) Federal civilian popula-
tion, which in this report we refer to as the *“civil
service.”

Appendix D contains an important cautionary note
about different meanings that Canadian and U.S.
users give to identical terms such as ““college” and
“agency.”

[imeliness of the Study. Our study reflects the
situation as of September 1991. We collected

information between February and June 1991, and
our analysis was carefully reviewed by Canadian and
U.S. officials in June and September 1991. Itis
important to note, however, that the Federal civil
service systems of both countries are in flux. As
appendix A reflects, major improvement efforts are
underway in both the United States and Canada.
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